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Export diversification is one of the key strategies for reducing economic dependence, enhancing
resilience to external shocks, and achieving sustainable growth in developing countries. This study aims
to examine the effect of export diversification on economic growth in two groups of oil-exporting and
non-oil developing countries over the period 2008-2023. The Theil index is used to measure export
diversification, and a dynamic panel data model estimated by the System Generalized Method of
Moments (System GMM) is employed to analyze the relationship among variables. In addition, trade
openness, foreign direct investment, and energy consumption are included in the model as control

variables. The results indicate that export diversification has a positive and statistically significant effect

on economic growth in both groups of countries; however, this effect is stronger in non-oil countries
than in oil-exporting ones. In other words, reducing export concentration and moving toward a more
diversified export basket plays a more effective role in promoting economic growth in non-oil countries,
whereas in oil-exporting countries, dependence on natural resources limits the full benefits of export
diversification. Moreover, trade openness, foreign direct investment, and energy consumption all exert
positive and significant effects on economic growth in both groups, although the magnitude of these
effects differs between them. Overall, the findings suggest that export diversification, particularly in non-
oil economies, is an important determinant of economic growth and can provide a basis for designing
trade and development policies in developing countries.
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1. Introduction

Economic growth and sustainable development in
developing countries are closely associated with the
structure and composition of international trade. In this

context, export diversification has emerged as an important
strategy for reducing dependence on a limited number of
export products, mitigating vulnerability to external shocks,
strengthening productive capacity, and promoting long-term
economic growth. However, the growth effects of export
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diversification may differ substantially across countries
depending on their production structures, technological
capabilities, natural resource endowments, and degree of
dependence on oil revenues. In particular, oil-exporting
economies face structural challenges arising from their
dependence on natural resources, while non-oil developing
countries generally have greater incentives to expand and
diversify their productive and export bases.

Although numerous studies have examined the relationship
between export diversification and economic growth, their
findings are not entirely consistent. Moreover, limited
attention has been devoted to a comparative assessment of
oil-exporting and non-oil developing countries within a
common empirical framework. Differences in resource
dependence and production structures may lead export
diversification to generate different growth outcomes across
these two groups. Therefore, distinguishing between oil-
exporting and non-oil developing economies is essential for
a more accurate understanding of the mechanisms through
which export diversification affects economic growth.

Accordingly, this study examines the impact of export
diversification on economic growth in oil-exporting and
non-oil developing countries and investigates whether the
magnitude of this effect differs between the two groups. By
providing comparative evidence for countries with distinct
economic structures, the study seeks to contribute to the
literature and provide policy implications for designing
effective export diversification strategies.

2. Methodology

This study adopts an applied quantitative approach based
on dynamic panel data analysis. The sample comprises 17
oil-exporting developing countries and 22 non-oil
developing countries over the period 2008-2023. The
required data were obtained from internationally recognized
databases, including the World Development Indicators
(WDI) of the World Bank and the United Nations
Conference on Trade and Development (UNCTAD). Export
diversification was measured using the Theil Index, where
a lower value indicates a higher degree of export
diversification. Economic growth, measured by gross
domestic product (GDP), was considered the dependent
variable. Energy consumption, trade openness, and foreign
direct investment (FDI) were included as explanatory and
control variables, while the lagged value of GDP was
incorporated to capture the dynamic nature of economic
growth.

Given the potential endogeneity among the variables, the
persistence of economic growth, and unobserved country-
specific heterogeneity, the models were estimated using the
System Generalized Method of Moments (System GMM)
approach. The validity and stability of the estimated models
were evaluated using appropriate diagnostic tests. The
results of these tests supported the validity of the
instruments and the adequacy of the estimated dynamic
panel models.

3. Results and Discussion

The empirical findings indicate that export diversification
has a positive and statistically significant effect on
economic growth in both oil-exporting and non-oil
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developing countries, although the magnitude of the effect
differs substantially between the two groups. In oil-
exporting countries, the estimated coefficient of the Theil
Index is —0.0205846 and statistically significant. Since a
decline in the Theil Index represents greater export
diversification, the negative coefficient indicates that
greater export diversification contributes to higher
economic growth. However, the relatively small magnitude
of the coefficient suggests that this effect is limited in oil-

.exporting economies

In non-oil developing countries, the coefficient of the Theil
Index is —0.255050 and statistically significant, indicating
that greater export diversification has a considerably
stronger positive effect on economic growth than in oil-
exporting countries. This difference suggests that the
benefits of diversification are more effectively realized in
economies with less dependence on natural resource exports
and with greater opportunities for expanding productive and

.technologically diverse activities

The results further show that energy consumption has a
positive and significant effect on economic growth in both
groups, with coefficients of 0.868018 for oil-exporting
countries and 0.313245 for non-oil developing countries.
Trade openness and foreign direct investment also exert
positive and statistically significant effects on economic
growth. In addition, the positive coefficients of lagged GDP
(0.564648 for oil-exporting and 0.663073 for non-oil
developing countries) confirm the dynamic persistence of
economic growth. Overall, the findings indicate that
although export diversification promotes economic growth
in both groups, its growth-enhancing effect is substantially
stronger in non-oil developing countries.

4. Conclusions

The findings demonstrate that export diversification
contributes positively to economic growth in both oil-
exporting and non-oil developing countries; however, the
magnitude of this effect varies considerably across the two
groups. The stronger effect observed in non-oil developing
countries suggests that economies with less dependence on
natural resources are better positioned to transform export
diversification into sustained economic growth. In oil-
exporting countries, although diversification contributes
positively to growth, the relatively limited effect indicates
that resource dependence may constrain the full realization
of the benefits associated with a broader export base.

Accordingly, policymakers in oil-exporting countries
should complement export diversification strategies with
structural  transformation, technological  upgrading,
development of knowledge-intensive industries, and
policies aimed at reducing excessive dependence on natural
resource revenues. Non-oil developing countries should
strengthen their existing diversification strategies by
promoting higher value-added exports, technological
capabilities, trade openness, and foreign direct investment.
The main contribution of this study lies in its comparative
analysis of oil-exporting and non-oil developing countries,
its use of the Theil Index to measure export diversification,
and its application of the System GMM estimator to account
for endogeneity and the dynamic nature of economic
growth. These findings provide useful evidence for
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designing country-specific export and development policies
aimed at achieving more resilient and sustainable economic
growth.
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Exporting Developing Countries

o bl olos

oY 5, &
LLL 03082  -0.50092  InEXD e
‘s‘s‘l)al.p
L ody o, &
L 00000 399643 InGDP oo e
UJ.$I.>
Lt 0.1151 -1.19987 InEU &5 S pan oy S
AF a2 S0
W 00485  -1.65921  LoFDI o0 ¢
G'?)l’
b 0.0040  -2.65326 TO 65 oo 3k

iy sle 4l e
J 58 e yeiS sl p o)l (Ul (gesl gl ((F) Joa

Table (3): Pesaran’s CIPS Test Results for Oil-Exporting
Developing Countries

oLl Slod

s Jlao! NES
B C)y ,,~l§J
FESCHEN e o Lol InEXD y Bt e
s‘il)oLo
BL oy o, &
Wb 04736 006622 InGDP oo
u,J.>|¢
L. 0.0021 -2.85608 InEU S5l B e o0 )5
135 @ lo o,
Wt 0.6518 039009 LnFDI S0
us?)l’
L 0.0006 -3.25261 TO &S oo 3

g sle 4l e
b ools o)y bl a1 5 eael Cawy b v ag b
sl oo Oges) aelsl jo e oiiws Ll 4 Lle ;| Sy

RGO PR oalo)l)é X S99

N-1
/ 2T -
D= |—2 Z L5, v
j=i+1
i=1

:QT )o aS
Sy sleojgs olaws: T
(2,585 ) e gloasly slaws N
el jazly g1 02ly (o (Shnod o 52 i

c(aih oo, O 5l xeS oyle] lade) ail Jlobae yge3! lake
6L¢w5) )‘ oolazwl 9 °3"‘”u5‘° u\.uL fula.n.o ;.......u/ ‘5 S9>g

Sl g (B nwgs b )0 slayenS
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Developing Countries
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Table 5. Sargan Endogeneity Test Results for Oil-
Exporting and Non-Oil-Exporting Developing Countries
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Table 4. Kao Cointegration Test Results for Oil-
Exporting and Non-Oil-Exporting Developing Countries
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Table 7. Arellano-Bond Second-Order Autocorrelation

Test Results
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Table 6. Sargan Endogeneity Test Results for Oil-
Exporting and Non-Oil-Exporting Developing Countries
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able 8. System Generalized Method of Moments (System
GMM) Estimation Results of the Impact of Export

Diversification on Economic Growth for Oil-Exporting
Developing Countries (2008-2023)
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Table 9. System Generalized Method of Moments
(System GMM) Estimation Results of the Impact of

Export Diversification on Economic Growth for Non-
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