Chapter One
Introduction
1.1 Background to the Study

Trends in undernourishment in developing world today are quite complicated by the nutrition
transition, characterised by a shift from traditional diets toward a more globalised Qi:@a&l‘oattem

that include increased quantities of processed foods, animal products, sugé. ,A%nd alcohol.

e of overweight and
')

High rates of food insecurity and malnutrition as well as preva%
en”. It is expedient that

associated non-communicable diseases, are leading to a “doub}li%&\;\

governments and multilateral agencies boost food producﬁ&\gﬂnd this is being pursued with

different agricultural programmes, including the n@%graw to provide intervention funds

in many developing countries. . \‘%

Since agricultural growth and transfor%ﬁon in Nigeria are dependent on sustained public
sector interventions, commercial iCulture involves considerable application of modern
techniques, including machi y.gnd other farm input but the capital equipment significance
had grossly reduced @@er of labour and capital productivity. Development financing is
one of the major @wcessary requirements or instruments for rapid and sustainable economic
growth and development which supply finance, fund, credit and support to various sectors of
the e@ny in order to achieve welfare improvement, greater productivity and facilitate
economic growth. Development finance is the financial initiatives involving the formulation
and implementation of policies, innovations, schemes, programmes, and appropriate financial
supply/credit to deliver economic services in an effective, efficient and sustainable manner to

achieve economic growth and development.



The Central Bank, which serves as Nigeria's main financial regulatory agency, has been
providing entrepreneurs, businesses, and other economic sectors with funding, credit, and
donations in order to encourage the growth and development of the Nigerian economy?.
Central Bank of Nigeria is the major designer, initiator, administrator and regulator of
development finance policies and schemes in Nigeria. All the internal financial institutions,
lending institutions development finance institutions and commercial banks %&ntrolled,
guided and operated under the Central Bank of Nigeria’s supervision. .é\%ral Bank of
Nigeria’s development finance initiatives involve the participat.ion Csentral Bank Nigeria
directly or indirectly in the economy in terms of the formulatioK rmplementation of various
policies, schemes, programmes, innovations and direct'rv&cs&%) the provision of sufficient or
adequate finance and credit to the productive se&%%Nigeria with primary objective of
facilitating economic growth and develop eﬂ@us, fundamental problems such as limited
access to financing for real sector in tin), lack of export earnings diversification, poor
infrastructure, financial marginaliza nd unemployment persist®. Strong policies that target
certain sectors directly are ne de%&o‘address these issues since they have significant effects on
the development and x@i of the national economy. It’s against this backdrop that this
study intends to iﬂQgggte the influence the central bank of Nigeria on intervention facilities
for agriculttf%&port commodities development in Nigeria.

Like ority of African nations, Nigeria is endowed with enormous agricultural lands as

well as favorable topographical conditions that encourage agricultural output all year long.

Despite this enormous potential, hardly much has been accomplished*>.

Previous studies in this field have pointed to a lack of finance accessibility as one of the reasons

for Nigeria's agriculture sector's subpar performance®. It is evident that banks, namely deposit



money institutions, have no keen interest in supporting agriculture’. The Agricultural Credit
Guarantee Scheme (ACGS), which offers protections against the inherent risk in agricultural
financing, was established by the CBN to encourage banks. Because agriculture is a labor- and
capital-intensive industry, this measure could not accomplish the goals it was designed for®.
Consequently, the country with its highly diversified agro-ecological condition is relying on
massive importation of basic food items and raw materials for industrial inputs’. g;wombined
impact of a high cost of living and a high unemployment rate on th .%e person is
unimaginable. Clearly, efforts by the government to strengthen Ni.geri a&rlculture sector have
not produced the anticipated results'®. Therefore, it is esse}aﬁé\\'to conduct an empirical
é&%ﬁ on the performance of the

\

agricultural sector in Nigeria given the persistenceﬁ@% issues in spite of the various policy

investigation into the impact of deposit money bank

measures adopted by various governments t@gthen the agricultural sector. Addressing
persistent structural problems such as pﬁgﬂ) sector investment financing availability, lack of

export earnings diversification, 1 uate infrastructure, financial marginalization, and

unemployment!'!. \)
%w
1.2 Statement of th@ S»

N\

The Nigerian @ment interventions have been influenced by the need to increase peasant
farmers; S@uctivity and enable them to transition to mechanised agricultural practices by
giving thém access to inputs and other forms of support, while commercial farm holders were
supported by the provision of credit facilities, input subsidies, capacity building programmes,
and export incentives. Hence, studies have examined how financial support is pivotal for the
commercialisation of innovations since it remains the bedrock for mechanization which has

been given scant attention. However, in nations where traditional agriculture is the dominant
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sector, output is essentially seasonal and entirely dependent on the goodwill of the weather and
inadequate farming machinery. This study sheds light on the extent to which the Central Bank
of Nigeria's numerous agricultural intervention programmes have improved the agricultural

sector in terms of availability of food, export commodities and employment in Nigeria.

Issues revolving around farmers’ productivity and capacity call for strong policies that target
the specified sectors with significant implications for the development an.d e &ion of the
national economy. This study intends to investigate the Central Bank@ agricultural
intervention fund and public infrastructural development in Nige.ria;\@%u& how much input in

A

form of financial support accruing as a consequence utilized @%gricultural development in

The aim of this study is to investigate the @k of Nigeria agricultural intervention fund

Nigeria cannot be said to be ascertain.

1.3 Aim and Objectives of the Study

and public infrastructural development'@ﬁgeria. The specific objectives of this study are to:

1. ascertain the impacts of Mntral Bank of Nigeria’s intervention funds on Agriculture
in Nigeria. ,@“
il.  ascertain hO\QEy central bank of Nigeria have incorporated economic reforms and
agricu ntervention in Nigeria.
1il. c@ain the extent to which the Central Bank of Nigeria’s financial intervention has
improved the productivity of, and access to market by low-income farmers in Nigeria.
iv.  propose mechanisms that can be used to optimise Agricultural intervention in Nigeria.
1.4 Research Questions
1. What has been the impacts of Central Bank of Nigeria’s intervention funds on

Agriculture in Nigeria?



ii. To what extent have farmers been socially integrated into economic reforms and
agricultural intervention in Nigeria?
iii.  What is the extent to which the Central Bank of Nigeria’s financial intervention
improved the productivity of, and access to market by low-income farmers in Nigeria?
iv.  What are the mechanisms that can be used to optimise agricultural int.ervention in
Nigeria? Q‘)&\(b
1.5 Significance of the Study ‘é\%
The purpose of this study is to know the contribution of the intq&ibn framework of the
central bank of Nigeria to agricultural sector. The study’s ﬁ%{ will contribute to a better
understanding of how agricultural assistance might be @ly handled in a developing state
like Nigeria. The outcome of this study will have su tial policy implications of agricultural
intervention of the CBN. This study also p .iﬁ%v luable insights and contributes immensely
to the existing literature and therefore @,Value to the quality of the existing research. The
findings of the study will help 4n e%k’ hing and expanding research frontiers. The study will
also make recommendations&%more flexibilities and proffer solutions, which will make this
inquiry essential for @@ kers, academicians, local and international NGO’s and students.
This study is an @sion of the existing body of knowledge, for the reason that if completed,
will const@od and researchable literature/findings on the research problem or any other
resea@pic similar or related to it for future or prospective researchers and the general

readers.



1.6 Scope of the Study

The time frame for this study captures the analysis of government efforts to improve
agricultural output in Nigeria. This study is based on how the Nigerian central bank has
performed when it comes to directing funds toward the agricultural sector of the economy in
order to support its growth. The work covered a period of ten years, 2010 - 2020.

D
&

0

The problems encountered during this research has to do with the dearth of.information or data

1.7 Limitation of the Study

from the central Bank of Nigeria. It was difficult to get informah@gale amount disbursed
per year and the beneficiaries of such intervention prograr@@f&{n addition, the beneficiaries

were difficult to track down to provide some releva%a@

1.8 Operational Definition of Terms . ©

Agriculture: Agriculture is the farm(ié‘@f cultivating plants and livestock. It was the key
development in the rise of sede%y%ﬁman civilization. There are two division of agriculture;

subsistence and commerciah%ﬁqulture. Subsistence corresponds more to the less developed

region of world where pe%lezobtain the food they need to survive.

Central Bank @geria: It is the apex monetary authority of Nigeria established by the CBN
Act of iQThe major regulatory objectives of CBN include; promotion of monetary stability
and sound financial environment, and act as a banker of last resort and financial adviser to the

federal government.

Development: The process of developing or being developed. An event constituting a new
stage in a changing situation. In economic sense, it’s the economic study of the public sector,

economy and social development to ascertain the well-being and quality of life of people.
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Chapter Two
Literature Review
2.1 Conceptual Review

2.1.1 Agricultural Finance

The Latin word "Ager," which means "field and culture," is where the worzégriculture"
originates. Agriculture in writing refers to field farming. The word is no@v sed to refer
to training, research, and crop production as well as forestry, livestq&ngl other related fields.
Land cultivation for food production and the raising of animals @man consumption directly

fall within the definition of agriculture. The process@ distribution, and marketing of

agricultural products are also addressed. Q

The Nigerian agricultural industry is still @?&éthe physical signs of subsistence farming.
Small-scale farmers account for the @(ity of the production; roughly 95% and are the
primary source of our food. A there are a few commercial units here and there, the

cattle is in the care of n O herders, and the most of the poultry is still produced in

backyards. Most ﬁs‘mgg) still done by hand, and there are not many motorized canoes or

fishing trawle @1 d'.

In gre n, the expansion of the agricultural sector stimulates and supports the economies
of developing nations. A researcher who emphasized the significance of agriculture generally
pointed out that the fight for long-term economic development will be won or lost in the

agricultural sector!.



Every business venture that is necessary for starting and maintaining a business must include
finance as a crucial element. Any business depends on it to survive. Working capital as well as
capital equipment such as land and buildings, machinery, and other fixed assets must be
purchased with funds. It is important to remember that when a business expands, its financial
needs also grow, and easier access to capital will help it do so. The agricultural industry, which
focuses mostly on food transport, processing, and marketing, is not an %&don. By
encouraging greater investments and increasing returns on financial reso .Mq@hich in turn
increases productivity, deepening financial intermediation may su.pgo\%gg)nomic growth?, The
purchase and application of capital in agriculture is known as z@hural finance. Essentially,

it discusses the demand for and supply of capital in the agr}{}.\%ﬁal sector of the economy.

Agricultural finance is the term used to describe a@l spent and invested in the agricultural
industry with the intention of advancing so@a@are. It describes where money comes from
and how it is made available for use i%d manufacturing of agricultural goods. It basically
refers to the collection and applié@bf financial resources for agricultural uses®. It consists of
both private and public fund%an,d can take the shape of grants, loans, and other financial
transactions. Money@@a ital markets, as well as governmental and non-governmental
entities, may eé&uees of agricultural financing. Public funds are subsidized funds while
private fu%a unsubsidized notwithstanding their price*°. Both non-debt (non-leverage) and
debt @rage) financing options are available for agricultural purposes. Debt refers to
investments with stringent contractual financial requirements on a nation's resources, whereas
non-debt investments do not have such set or mandatory servicing responsibilities. A nation's
ability to service its debts must grow faster than its debt burden in order for it to be viable in the

long run.



According to development theorists, improving the agricultural sector is essential for the
economy's structural restructuring. It is opined that the agricultural sector transmits the surplus
of investable resources produced by agriculture to the industrial sector®. Consequently, the
agricultural sector (implicitly or explicitly) must extract and develop its resources for a
sustainable economic expansion and industrial advancement. Therefore, agricultural financing

encourages the purchase and use of technology that is required to drive the des@ onomic

growth. The contribution of agriculture to the national product wou@ the proper
indicator of agricultural progress. % -

All forms of farmland financing are included in rural agricult%ﬁ@lance. In this field of work,
people work to increase the agricultural sector's access t‘%@tive, long-term financial services,
including farming and all related businesses®. It emegmpasses all financial services, such as
lending, insurance, transfers, and savings; y \Ve as the provision of inputs, processing,
wholesale trade, and marketing®. The c%@pt of agricultural finance was expanded to include
any financial services that ta%zéricultural enterprises and on-farm activities without

necessarily focusing on the peor'®, It is impossible to overestimate how important funding is to
t

agriculture. It is crucia more advanced techniques that can provide larger output since
the rising glo a@pulation is linked to increased pressure on the need for food and agro-
products, &ﬁ are inputs for subsequent production. Agriculture finance is crucial for
incre@roductivity because farmers can only buy and utilize technical input if they have the
necessary funds available to them. In Africa, a sizeable section of the population lives in rural
areas where agriculture is their primary vocation and there are still many financial restraints in

the industry. Small-scale farmers' ability to increase their production is constrained by the

pricey and unequally distributed financing that continues to be available for the agriculture
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sector. Lack of working capital and low liquidity limit the farmer's ability to purchase

productivity enhancing input like seeds, fertilizers and pesticide.

This was supported by some scholars stating that the average production efficiency levels are
higher among producers who have access to formal credit'!'2. In order to improve output and
raise standards of life, agricultural finance helps farmers break the cycle of poverty. Fhere is a
wealth of literature on the connection between agricultural financing and.pr §k>n. It was
said that developing nations' agricultural output was low!3. The researd@ akistan as a
case study and blamed this on a variety of factors, including tiny ho{@ss,'\outdated agricultural
practices, inadequate irrigation systems, a lack of or improper @%}nodem farm technologies.
Small income and minimal or no savings were the resul@%s. Therefore, it was predicted that
having access to financing would encourage agri ral investment, increase the use of
contemporary inputs, and increase farm .t \d rmers, particularly those in rural areas,
struggled to save because they were po'%pnd the funds they could access through unofficial
financial markets were frequ%@xpensive. Meanwhile, commercial banks and other
traditional sources of funding.Xiew the agricultural industry as risky for lending, so they avoid
doing business with @@tl ally, compared to other non-agricultural businesses, agricultural
activities are ass d with low returns on investment and a lengthy pay-back term, which
restrict fogl nding. The output of the sector is dependent on the whims of the weather,

which ostly to blame for the perceived high risks and lengthy gestation period.

According to several studies, three primary factors—increased agricultural input utilization,
technological advancement, and technical efficiency—contributed to agricultural growth!4.
Technical efficiency was the rate at which new technology was adopted and used more

judiciously, and it was influenced by the flow of information, better infrastructure, the

11



availability of funds, and farmers' managerial skills. Technological change was the result of
research and development efforts. Funding was also necessary for improved input mix and
greater utilization. Farmers may borrow money or use their own savings to pay for these
expenses. Agricultural finance proved to be a crucial input alongside contemporary technology

for higher output in less developed nations where savings were minimal.

It was noted that land fragmentation, farmers' lack of administrative ab111tles %}%Onstralned
their capacity to adopt better farming practices, and insufficient utili %ontemporary
technology and input were further contributing factors to low agr ral output15 The latter
was a result of the farmers', especially the smallholders', &Cmcwnt access to financing.
Therefore, improving agricultural output was heavily r@on among other things, farmers'

access to financing.

The adoption of modern technologies also @s’%}?the demand for financing, which led to a rise
in small farmers' agricultural producti 6. Credit availability encouraged the adoption of
technologies that increase yieldWﬂea was also backed by the fact that the majority of the
investigated third-world n %ased loan programmes to increase agricultural productivity!”.
Also, it was propo@%‘[ of all agricultural reform policy interventions intended to be
successful, agni ral/rural finance had been viewed as one of the key elements to the

tl7,18

agricu Qector’s sustainable development'”'®. According to some researchers, timely and

convenienit finance access enables farmers to buy the equipment and inputs needed to carry out

farm operations and boost production'®?,

According to certain research, adopting
contemporary agricultural technology, such as chemical fertilizers, suggested seeds, tractors,

and modern irrigation systems, among others, helped developing countries increase the output
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of their agricultural sectors. However, the use of such advanced agricultural methods is costly

and calls for more funding?'.

The availability of finance to farmers was said to have raised the need for inputs to boost crop
yield. The elasticity of credit (production credit) and tube wells' effects on agricultural output
was found to be greater than that of the number of tractors, irrigation, chemical fertiizer, and
pesticide use??. A researcher emphasized the importance of agricultural ﬁnarzce IS}’lding that
financial resources are required to modernize agriculture because new‘@l gies must be
purchased before they can be applied on farms?3. They underlim%@ed for financing for
farmers' spending and labour throughout the early stages of t%%a}nesses. Furthermore, they
contended that the modest scale of most farmers' activi.%s»%nited the amount of savings that
could be generated from surplus output, which léd_to income stagnation. Therefore, any
financial intermediation system that would Y gg\' t of money for farmers to invest in would
spur agricultural development and pro@'on. Additional research produced empirical proof
that institutional agricultural fm@ significantly increased farm production®*?°, Without a
doubt, they contended, a ni%lﬁ,lre might serve as the primary tool for enhancing the
socioeconomic circu@)@e of rural residents. For Pakistan, time series analysis and the use
of the error corr; model revealed that agricultural loan had a favourable impact on the
=

GDP, with'@

time, a Itural finance significantly reduced poverty.

ect being stronger on the agricultural component?¢. Both immediately and over

When they stated that agricultural finance was a crucial tool for agricultural development in
underdeveloped nations, it further emphasized the significance of credit?’. The Malian National
Committee of the Partnership to Cut Hunger in Africa used a comprehensive analysis of

barriers to agricultural development for Mali, citing a lack of financial resources as one of the
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main obstacles to the expansion of its agricultural industry?®. The Committee identified
strengthening rural investments as one of the key methods for reducing hunger in Mali. This
included funding hydro-agricultural developments, creating non-bank financial institutions,
bolstering private investments (financing mechanisms, creation of alternative collateral,
funding guarantees, and insurance mechanisms), facilitating producer access to credit,

strengthening decentralized financial systems, and promoting microfinance. ‘Q

Affluence and agricultural productivity are positively correlated, ac&@?@ studies for

Nigeria. For instance, it demonstrated how microcredit made it pos@for farmers to buy the
input they required to boost agricultural productivity. Howev %mount of output was not
favourably impacted by the credit that the farmers in tl@y area were able to receive. This
was brought on by the injudicious use of secured ¢ s or their diversion to purposes other

than the planned farm enterprises. Cj\\»

Other studies have sought to link imprp&"%ent in agricultural production to poverty reduction®.
It was highlighted that agricultureNs typically the mainstay of rural livelihoods and that poverty
is still mostly a rural pr %3.@. In sub-Saharan Africa, 70% of the workforce works in
agriculture, and in S@qua, 67% of the labour is employed in agriculture. Therefore, any
increase in ru %rnings should have a significant influence on poverty, if only due to the

sheer weightof the people.

The evaluations that closely monitored the experiences of agricultural communities over an
extended period of time are the most informative in determining how changes in agriculture
have affected poverty®'-*2. These studies demonstrated that increases in agricultural production
have increased rural incomes in two ways: first, by directly raising farmer incomes; second, and

most significantly for the poorest; third, by raising employment prospects and pay.
14



It was explained that increased agricultural productivity decreased poverty through four
transmission mechanisms, including: the direct and relatively immediate impact of better
agricultural performance on rural incomes; the impact of cheaper food for both urban and rural
poor; agriculture's contribution to growth and the generation of economic opportunity in the
non-farm sector; and agriculture's central role in fostering and sustaining economlc transmon
as countries®’. The study stated that how much agricultural output can be boos@khere it is
most needed will determine the possibility for future poverty reduction these four
transmission mechanisms. In a related study, a researcher orgamzed t el indings in terms of
the labour market, farm revenue, and food prices as the tl@\qaln conduits connecting
agricultural growth to poverty. Following the presentattq@ndmgs from six country case
studies, they developed a theoretical framework f@ing the quantitative significance of
those distinct channels. They came to the @@on that when both the direct and indirect

benefits of agricultural growth were \@ ed, the latter was more effective at reducing

\)‘Z)

Despite the priority given tcw%iqulture in Nigeria, the sector will continue to encounter some

poverty.

difficulties. The maj{r preblem in financing agriculture in Nigeria is that of the channel used in

extending %ﬁascholar noted that the basic issue in the financing of agriculture

developme Nigeria is not inadequate public saving or lack of funds but one of
comn@atlon between those who manage the agricultural sector and the rest of the
administration®®>. According to a researcher, the lack of financing is one of the factors
preventing Nigerian agriculture from developing. He goes on to emphasize that a farmer's

desire to innovate depends on his financial resources, and for any innovation to happen,

financial resources through rural credit must be sufficient among other factors. According to
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him, the absence of credit facilities is one factor that makes it difficult for farmers to innovate.
According to a researcher, underdeveloped economies, particularly those in Nigeria, are
dominated by agriculture and have poor levels of productivity in terms of income, saving, and
investment. The study believes that by increasing agricultural output and productivity, the
agricultural sector may contribute positively to the industrialization process overall. According
to the third National Development Plan, the following are the main issues f@g\%gerian
agriculture: inadequate supply of agricultural inputs, inadequate extensio . s, a lack of
skilled labour in various fields, and deteriorating feeder roaids d.)other transportation
infrastructure The issue of land ownership imposed by the syste@i tenure throughout the
majority of the country, the issue with illnesses and bugs %%ﬁr shortage, particularly during

\

times of high demand like the farming seasons,@%ood crops do not have the proper

technologies. . ‘%
o)

The 1973 establishment of the Nigeri@gricultural Bank (NAB) held great promise for
Nigerian agricultural finance. Ii@st to similar institutions in comparable economies, the
loan recovery rate at BoA w&%ess than 70%, whereas in the other economies, between 95 and
99 recovery rates w@ 1oved. It appears that the reforms that were characterized by the
change of its na rom NAB to NACB, NACRDB, and, most recently, to BoA were only
cosmetic 1 ‘Iﬁre. In terms of its reach, BoA only covers fewer than 20% of Nigerian farmers,
as op to similar institutions elsewhere where we were able to reach as high as 99%. The
issues identified in the SWOT analysis can be linked to the Nigerian issue, including
management incompetence, poor peasant farmer education and banking practises, issues with

staff motivation, training, and development, ICT problems, data integrity, and the risky nature

of rain-fed seasonal agriculture and its exposure to diseases and pests2.
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The particular inherent risks associated with agricultural loans have also prompted the
formation of numerous government initiatives and programmes. The Central Bank of Nigeria
created the Agricultural Credit Guarantee Scheme Fund (ACGSF) in 1977 to ensure that
commercial banks will be reimbursed for losses due to default after realizing the security to the
tune of 75% of their exposure to agriculture. Due to inadequate implementation and

compromised methodology, the strategy did not accomplish its goals*®. Q’){\

To provide agricultural risks insurance coverage to Nigerian farmers, thé%}[a Agricultural
Insurance Scheme (NAIS) was founded in November 1987. Beca é%l&xitional insurers view
agricultural risks as too dangerous to be appealing, the gi%\an Agricultural Insurance
Corporation NAIC (and its predecessor) was founded o 100% government ownership to
operate the scheme. The programme includes perforthance guarantees, bid guarantees, bespoke
bonds, agricultural income, agricultural in .tﬁéﬂt and performance guarantees. The scheme

has not been successful, according to th%.despread agreement.

Q

Despite its subsidies, support, Mncouragement of the commercial banks and BoA, the
Central Bank of Nigeria @IQ unsatisfied with the amount, tenor, and structure of credit

going to agriculture.Qg?er to further its development objectives, it has recently started doing

direct lendir}@ its Anchor Borrowers' Programme.

2.1.2@ges of Agricultural Financing in Nigeria

1. Changes to the government, the ministry of supervision, and the anticipation of support
for changes to the bank: The present "Change Government" is full of promises to
reform agribusiness along the lines set by Dr. Akinwumi Adesina's transformational

regime in the recent past, when he served as the first ever professional Minister of
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Agriculture and Rural Development. The incoming President's and Minister of
Agriculture and Rural Development's statements indicate that the reforms in the
agricultural sector would continue. The formation of (NIRSAL), the drive to reposition
Bank of Agriculture (BoA), and the initiative to de-risk agricultural finance by the Dr.
Akinwumi Adesina administration are all obvious directions of policy contir.lui‘t%‘
Institutional memory: The Bank of Agriculture (BoA) has a long histo%‘&'&nancing
the agriculture industry throughout Nigeria. Such geo—ecologica.ﬁg@lemographic
archives are a vital resource in Nigeria's typically risky ar:d u&el@ble agricultural loan
environment¢, &%\

Increasing sub-national government collabomf\ls&z)Recently, BoA launched a
programme of collaboration with sub—natid@%emments as a means of increasing

volume and sharing its risks througi' @S)ation of commercially viable plantations,

viable value-chains, and risk
Possible partnerships%%e Nigerian agricultural organization and their affiliated
T

companies: 1@@

investors i large-scale agribusiness as opposed to the high-risk peasant farmers who

riting with the support of the sub-national

governments.

ian Agribusiness Group, which is made up of experienced

used‘%e the bank's primary target market, is another example of the expanding
rship with the Organized Private Sector (OPS). This target marketing realignment

is a good formula for achievement?®,

Financing capacity is poor since BoA has a small funding base. Although it was

designed to draw deposits from both the government and private investors, it has

historically received handouts due to its virtually sole reliance (more than 90%) on
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government support. The avenues for attracting primary deposits from the society and
its clients are, at best, largely underdeveloped.

6. Inappropriate focus (mostly farming): The Bank of Agriculture has historically focused
primarily on peasant farmers*®. Due to their lack of education, this market sector finds it
difficult to adapt new farming techniques and technologies. This issue has been made
worse by the lack of extension staff. Additionally, this sector lacks the ec@\(?pital to
draw in outside finance and withstand operational shocks. .@8@0 lack the
management skills necessary to guarantee success, consist?nc@g{ sustainability.

7. Despite the seasonality of rain-fed agriculture, we@ conditions still have a
significant impact on Nigerian agriculture. Unfor@%y, the bank's internal approval
and communication channels are old, draw@%d complicated, which increases the
turnaround and response times for cred@ovals. As a result, credit often arrives at a
time when it is not needed. As %gh), there are more misapplied / misdirected loans
and bad loans overall, bot@' rate and volume. On the other hand, savvy and
honourable customergoﬂyavoid BoA because they are certain the credit will not be

delivered on ‘Qe;&

8. Processes that ‘dre laborious and unfriendly to customers: The BoA loan approval

proc‘e%‘is convoluted, onerous, and not customer-friendly.

9@quate access channels: BoA has few number of branches. With 200 million people
and 120 locations, the bank recently started branch closures, leaving some states with
only one or two branches. Convenient banking is now impossible without a strong

electronic banking platform?3®.
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10.

11.

12.

13.

14.

ICT issues: The current ICT infrastructure's functionality is questionable, especially in
the areas of capacity and data integrity.
Bank channels are few and far between, thus farmers would have to leave their farms to
conduct financial transactions over considerable distances that were not guaranteed to
be convenient.
High real relative delivery cost: The sum of the aforementioned factors n@&ng the
Bank of Agriculture for banking transactions more expensive. . \QO
Staff issues: The bank currently employs a huge number of dis leed employees. Staff
motivation and morale are low. Particularly in the area {%\hnology—enabled banking,
little attention has been paid to staff training m@@elopment. In addition, a high
percentage of subject-matter professionals @Ve been expected given the bank's
specialization and emphasis. Contrar'ly@sme of the first 20 senior staff members has
experience in agricultural ecog 7 which is the scenario. Because the top is
politicized and populated Wi@levant professionals, the professionals in the rank and
file are not motivated to attain the pinnacle of their careers3®.

)

.3
Competition C;@

ion: Due to the bank of agriculture's abandonment of its
projected d\t}’/,

com;%el domain. Commercial banks have created clever strategies to draw money

ompetition has crept into what would have been its nearly exclusive

@as been allocated to agriculture by the government and Central Bank of Nigeria,

without necessarily serving the interests of the sector in a proportionate manner. Far
worse, BoA is frequently prohibited from participating in the Central Bank of Nigeria's
specific lending programmes for agriculture, such as the Commercial Agriculture Credit

(CAC) programme?®. Recently, the Central Bank of Nigeria, which owns 40% of BoA,

20



has continued to engage in indirect lending, such as the Anchor Borrowers Scheme,
despite not having fully repaid its equity stake in the faltering BoA.

15. Peculiar financing risks: Agribusiness is exceedingly risky compared to other company
kinds, especially in its current peasant form, because of issues with seasonality, weather
vagaries, pests, diseases, etc., which call for specialized underwriting skills..

16. Bad loan history: The bank has a history of making bad loans, with a &e\?covery
percentage of under 70%. . '\QO

17. Common traits of a traditional customer and a false irflpre iol% of a national cake
Government involvement in the bank has been overl %iant up to this point.
Customers, unfortunately, have had a pretty negativ\&g‘!ction, viewing loans from that
institution as a piece of the national cake tha@l%pically refused to repay. In addition,

the majority of them are elderly, égjl\(&fd, and find it challenging to adapt new

farming techniques and technologies

2.1.3 Overview of Agricultuv@ur in Nigeria

Despite certain structural %ﬁ.@s to the economy over the past few decades, agriculture
remains a signiﬁcan@of the Nigerian economy. In 2014, agriculture contributed around
54% to emplo (down from about 70% in the 1960s and 68% in 1981), and it made up
about ‘Qf he gross domestic product (GDP), down from about 70% in the 1960s. The
sectoﬁa much higher capacity than it really does, were it not for the militating issues, chief
among which is the lack of timely, accessible, and suitable financing. The unique
characteristics of agriculture, the manner we conduct it in Nigeria, and the risks and

uncertainties related to the two elements all contribute to this. Old peasant farmers still control
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most of Nigeria's agriculture, which is still primarily rain-fed. Commercial and technologically

assisted agriculture will unlock the latent potentials, although it has not really taken off yet!'623,

In Nigeria, the agricultural industry is significant to the economy. Before the commercial
discovery of petroleum in the late 1950s, it served as the foundation of the Nigerian economy.
Prior to it, the agricultural sector accounted for more than 70% of employment andcthe GDP
(GDP)3*. Nigerians contracted the "Dutch Disease" as is typical, and all ot.her '@&tries were
neglected, including agriculture, which up until 1981 produced 68 perc%(\fl employment,
ensured food security, and provided raw materials for industry3®. A h® initial oil boom, the
oil economy experiences a period of volatility and decli@g%‘\ortunes. The demand for
environmental sustainability and the growing preferencs@énewable energy over fossil fuels

have exacerbated the oil economy's decline.

Consequently, Nigeria's recent economic @Vj}ﬁﬁcaﬁon has focused mostly on value-added

agribusiness in order to achieve ec c stability and sustainability, food security, and

environmental sustainability. \)
.3

In Nigeria, the agricilt@usn’y is significant to the economy. Before the commercial

discovery of petro@'

Prior to it, ﬁ!@:ultural sector accounted for more than 70% of employment and the GDP

i the late 1950s, it served as the foundation of the Nigerian economy.

(GD erians contracted the "Dutch Disease," as is typical, and all other industries were
neglected, including agriculture, which up until 1981 provided 68% of employment, food
security, and raw materials for industry. After the initial oil boom, the oil economy experiences
a period of volatility and declining fortunes. The demand for environmental sustainability and
the growing preference for renewable energy over fossil fuels have exacerbated the oil

economy's decline. Consequently, Nigeria has recently been diversifying its economy, notably
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towards value-added agriculture, in order to achieve economic stability and sustainability as

well as food security and environmental sustainability.

Peasant small-holder farmers, who account for about 90% of farm holdings in the nation,
dominate agricultural activity. These farmers primarily use conventional techniques and
produce primarily for subsistence. The Nigerian economy's fundamental building ql@mnt is
thought to be agriculture. Its importance for export, employment opportu @g’g\reducing
poverty, and sustainable development cannot be understated. The%s}u ure industry
encourages the economy's structural change and diversification, @kbs it possible for the

economy to fully utilise its factor endowment. Additionally, ité@ tees that the country leans

Q

&

Previously, the majority of Nigeria's economy based on agriculture, which served as the

N

foundation for growth*’. Agriculture made@éo\[si erable contribution to the Gross Domestic

less on imported agricultural goods?>.

Product soon after Nigeria gained ind ence (GDP). About 70% of the GDP came from it,
and a sizable fraction of the worwopulation was employed. Additionally, it was responsible
for 90% of both govem@ﬁd foreign exchange earnings. Nigeria became the world's
second-largest prod@ cocoa during this time, as well as a net exporter and producer of
palm fruit, co oundnuts, hides, and rubber®’. Following the discovery of oil, this situation
started @iriorate. The ratio of agricultural exports to total exports declined from 43 percent
to ro& 7 percent between 1970 and 1974. The rise in oil prices from 1973 to 1974 was
substantially to blame for this. However, this led to significant foreign exchange earnings and,
as a result, to the neglect of agriculture. Agricultural exports have been consistently falling by
17% yearly from the 1970s to the 1980s*!. The agricultural sector lost its ability to produce

enough food for the local population, supply raw materials for industry, and generate foreign
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exchange during the 1980s. Several socioeconomic and environmental issues were blamed for
this. Since then, Nigeria's domestic food supply has become a significant challenge, and
significant foreign exchange revenues have gone toward importing food. Due to a shortage of
essential foods, Nigeria had been experiencing severe hunger and poverty. The difficulties
facing the agricultural economy can be linked to the rising reliance on oil and.the ensuing
disregard for agriculture. The agriculture sector's percentage contribution to G]%acqpmmeted
with the discovery of oil and varied between 10 and 22 percent fro.\% to 2015%.
Smallholder farmers immediately perceive the impact of this. The. maj ri;g/ of Nigeria's food is

produced by smallholder farmers, who mostly cultivate for sub@ce. They primarily live in

rural areas and produce 85% of all agricultural prddg.\w&g'ﬁ. However, insufficient and

inaccessible financial facilities limit their @
ability to produce and their ability to grow@

A scholar explain that agriculture is Qﬂé;ﬁlal part of the Nigerian economy and predated the
1970s oil boom when it dominwe country's economy”®. He stresses that, as compared to
other sectors, the agriculﬁQ a:tor contributes 64.1% of the GDP. Low farm revenue, a
limited capacity to r@?@ nation's needs for food and fibre, and archaic production methods
define the Ni agricultural sector. Financial limitations are the root of the agricultural
sector's.d %S n Nigeria's rural economy, where around 90% of small farmers need loans of

very small amounts, small farmers' dejection lies at the root of the financial crisis.

A scholar identifies five stages of growth in the transition from agrarian to an industrial
economy. Although this idea acknowledges the contribution of agricultural expansion to overall
economic growth, it was not concerned with how to identify and accelerate the issue of

agriculture. Due to the necessity to develop agriculture, the development of this sector will
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examine various agricultural development theories that explain the process of transitioning
from traditional to modern agriculture and describe the economic nature of traditional

agricultural development.

Additionally, it was noted that import and foreign exchange limitations have a negative impact
on the agricultural and small business sectors in less developed nations on two different levels.
Due to the high levels of red tape and corruption in these nations, they first pay @‘itant costs
for imported consumer items and then struggle to quickly obtain forei Xé@y and import
permits. The government is exactly like Nigeria's in other les&&oped countries. By
introducing agricultural banks and cooperative credit evalua%%\hemes that are intended to
make it easier to finance the expansion of improvement@s traditional sector, this led to an

improvement in credit availability in the sector. ver, they typically take the form of

providing a few heavily favoured villages v@‘s ized loans through cooperative societies.

In the less developed nations, includ@geria, there has been a misallocation of resources
between the modern and tradiw sectors and obstruction to the growth of an integrated
domestic capital market. %}J.l}[ure production and development are greatly influenced by
agricultural ﬁnance@redit distribution has been recognized as a crucial tool for the

development 0 @agriculture industry. However, access to agricultural financing in Nigeria

has be s@re y hindered®.

Credit accessibility has been predicted to raise agricultural output, lower unemployment rates,
and boost earnings. According to estimates, only 5% of Nigerian farmers and 15% of those in
Asia and Latin America had access to formal loans®*. The Agricultural Credit Guarantee
Scheme Fund (ACGSF) was created in 1977 in an effort to remedy this situation. The fund's

goal was to persuade banks to extend more loans to the agriculture industry. Therefore, the fund
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was intended to offer insurance against unfavourable risks related to agricultural financing.
However, the ACGSF only provided loan guarantees totaling N75.5 billion between 1981 and
2015. Between 1981 and 2016, commercial banks provided the agricultural industry with direct
credit worth N3.48 trillion. Government recurrent expenditure on agricultural from 1981 to
2016 was valued at N525.11 billion and government capital expenditure on agr.iculture was
assessed at NI1.19 trillion, respectively. Therefore, it was crucial to asce@whether

agricultural finance had improved the performance of the agricultural sectorinNN#geria®.

Government interventions have been influenced by the need .to.{ot%éase peasant farmers'
productivity and enable them to transition to mechanized agr%%}l practices by giving them
access to inputs and other forms of support, while com " 1d] farm holders were supported by
the provision of credit facilities, input subsidies, ¢ ity-building programmes, and export
incentives. Agriculture has continued to @Q&o th engine in Nigeria even if its rate of
expansion has steadily decreased over t%, The sector expanded by 15.9% between 2000 and
2005, although this high ﬁgur@) be explained by the enormous growth seen in 2002
(55.9%), without which it wu%i'have expanded by just 6.0%. However, over the years 2006—
2010 and 201 1201@@%reduction in growth, falling to 6.5 and 4.1 percent, respectively.
Similar to other ries, the sector has maintained its dominance in the Nigerian economy in
part becau %ﬁ contribution to GDP's value added and the percentage of the population that
work@, which is estimated to be around 50% of Nigerians. The sector provided 36.3% of
all value added to GDP between 2000 and 2005. However, its average contribution continually
decreased over time, falling to 31.7% in the years 2006 to 2010, then further to 21.3% in the

years 2011 to 2016. Improving national self-sufficiency, lowering the percentage of food

imported, and promoting agricultural exports are three goals that are included in the majority of
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government agriculture policies or programmes. Nigeria has received some FDI throughout the
years and is one of the economies with high demand for goods and services. According to the
explanation, Nigeria received US$2.23 billion in FDI in 2003, which increased to US$5.31
billion (a 138 percent rise) in 2004, US$9.92 billion (an 87 percent increase) in 2005, and
US$9.44 billion (a 5% decrease) in 2006%. In light of agriculture's importance in economic

transformation, the issue that immediately comes to mind is: Do these FDIs ger@@ help to

agricultural growth in Nigeria in all circumstances and at all times? E\QO

According to reports, historically, FDI has predominantly , d) highly established
economies, and these industrialized nations continue to draw @%}percentage of global FDI
than developing nations (to which Nigeria belongs 47.1®ever, a survey found that with
US$87 billion in FDI declared in 2014, Africa saw highest rise in inward investment. For
instance, in the former, compared to devel@%ﬁti ns, agricultural FDI inflows from 2008 to
2010 represented an average increase%pntribution of 1.0 percent of gross fixed capital
creation. In 1998, developing @es’ inward FDI stocks made up 20% of their GDP,
compared to only 12% in \m%th\y nations. According to some estimates, agricultural FDI is
thought to be more @1)%& in emerging nations than in developed nations. As a result, it is
now practical @essary to experimentally close the information gap by determining the
trajectory of FBI and that of agricultural growth in developing nations generally, and Nigeria in
partic@

A lack of private and public investment has resulted in reduced productivity growth rates and
stagnant production in many emerging nations due to the long-standing neglect of the
agricultural sector as a driver of development and the eradication of poverty*’. However, it was

stated that the 2008 food crisis led to a rapid increase in investor interest in agricultural land
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and water, a practice now known as "land grabs," which caught the attention of the world
community by surprise. Given its natural resource wealth and sizable market (with a population
of more than 160 million), Nigeria qualifies to be a significant beneficiary of FDI in Africa. In
fact, it is one of the top three African nations that attracted FDI in 2014. However, it was noted
that Nigeria's share of FDI inflow to Africa averaged about 20.68 percent betwe?n 1976 and
2007, and that the amount of FDI attracted specifically to agriculture is tiny in %&gson to
the resource base and potential demands*’. They further asserted that bg‘% 0 and 1984,
when it was at its greatest (2.46 percent), the percentage of FDI inflo Q‘ eria's agriculture
sector was less than 1 percent, and that it is today 0.37 p '@R ccording to an FAO

assessment, developing nations' agricultural sectors re({%@ eceive yearly investments of

US$83 billion (in 2009 US$) to ensure food secu a predicted global population of 9.1

billion people in 20504, \‘%

Nigerian agriculture faces numerous cha'@ges. The industry still has a long way to go in terms
of development, and peasant f d1ngs and holders still dominate. The main issues are
access to land, markets, c -t\echnology, and infrastructure that is affordable, simple, and
assured. A crucial e@@s aving access to timely, reasonable, and suitable (in terms of the

tenure, payba (@xh, and agricultural credit insurance) financing?®.

There i V@ little financial support for agriculture. In comparison to the 10% proposed in the
2003 M;uto statement, to which Nigeria was a member, government spending on the sector is
appallingly low at an average of approximately 2% of the annual national budget. The issue of

inadequate public investment in agriculture is made worse by the sector's low credit extension

and the Agricultural Credit Guarantee Scheme's subpar implementation (ACGS)?®,.
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Lending to agriculture is severely constrained by risk and unpredictability. Beyond danger, the
industry is, nevertheless, dominated by small peasant farmers who have no access to financing
or credit, necessitating the use of regulatory initiatives. For instance, the Central Bank of
Nigeria mandated banks to lend to agriculture at a specified minimum percentage of their loan
portfolio in 1969. The Central Bank of Nigeria then took any deficiency in this ratio and gave it

to the BoA's forerunners (when it joined in 1973) to lend to agriculture. With th@f%}bgulation

that came along with the privatisation and commercialization of the bar}@ r in the late
1980s, this policy was abandoned. %.}

2.1.4 Central Bank of Nigeria &%\
. QQ}

According to the CBN Act of 1958, the Bank's 'r@esponsibilities include producing
paper currency cash, serving as a banker and. ecofiomic counselor to the Federal Government,
functioning as a lender to banks, and ke@\foreign reserves. To fulfil its responsibilities
efficiently and effectively, the Bank have confidence even within the country. To that

purpose, the Act creates a gove design that contains an independent Board of Directors

in responsibility of policyr@g.&nd operation.
The Monetary PoliQ/‘Qe{'nmittee (MPC) meets bi-monthly to examine the economy’s progress

as well as tiﬂ%&)f the cash and global foreign exchange markets. In addition, the committee

analys€s “ lopments in the financial industry in order to take required regulatory/superviso
Y- % p ry q g Ty/sup ry

action. Because monetary support of government deficits has a destabilizing effect, in regard of
Ways and Means Advances, the Act limits the Central Bank of Nigeria's financing to the

Federal Government.
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The Financial Services Regulation Coordinating Committee (FSRCC) gathers to control the
actions of the industry’s different governing agencies. The Committee includes the CEOs of the
Securities and Exchange Commission, the Healthcare Council, the Corporate Affairs Review
board, and the Federal Ministry of Finance. It tries to reduce arbitrage possibilities caused by

disparities in regulatory and supervisory standards among agencies.

&

%\%
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2.1.5 Development Financing

In recent times, Inflation and currency rate depreciation have been successfully managed by the
Central Bank of Nigeria's (CBN) monetary, credit, international trade, and exchange rate
policies. However, fundamental problems, such as limited access to capital for real sector

expansion, lack of export earnings diversification, subpar infrastructure, financial Q@lusion,

0

Strong policies that target specific value chains and industries with signifi implications for

and unemployment persist.

national economic growth and development are needed to address'&@ i't)ﬁculties.

The Bank has made considerable strides in several areas '}out the years. The CBN Act

No. 7 of 2007 (as amended), specifically Section %@he Bank the authority to carry out

the developmental role of fostering the growtb\ﬁdkgnoney or capital markets in Nigeria or of

fostering financial or economic develo Q)f he development function of the CBN aims to

minimise financial market failure by@&g appropriate steps to build the supply side's capacity

for efficient intermediates z&tb demand side's capacity for the best possible uptake of
"

financial services. The development finance policy is used to carry out this

developmental pqu‘ ,

Q

As instructe the Federal Government of Nigeria, the CBN started supporting the then-
comn@%oards in 1964, marking the beginning of development financing. By 2009-2010,
the Bank has launched a significant number of development funding activities. The need to
stimulate the economy in the wake of the global financial crises of 2007-2008 provided
justification for this. An additional noteworthy time frame was from 2015 to 2016, when the

Bank implemented a number of actions to strengthen the real sector and lift the economy out of
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recession. The fact that these interventions are not exclusive to the CBN is significant. It is
typical of central banks in developing economies, even in high income countries. Direct
involvement in economic growth is a function of developmental central banks. The best
indication of overall economic development is the level of financial institution development®®.
It was argued that financial development is crucial for real development because the financial
superstructure, which includes primary and secondary securities, speeds up eco%:étb growth
and boosts economic performance to the point where it makes it easi .%oney to be
transferred to the most beneficial user®. However, Goldsmith det iged the value of the
development interrelation ratio—the ratio of all financial instn@s at a particular period to
the value of the country's wealth and development'—‘iﬂ\&%ﬁ empirical investigation. He
discovered that the ratio for developing countrks% significantly lower than that for
developed countries and came to the conclu 19*\&»&3 since financial development is the lowest
in developing countries and has the greaf&t act on development in developed countries, this
has led to backwardness. Developm%% badly impacted by the financial superstructure's lack
of development. Integrated r%l development and basic requirements approach, import
W

substitution, export Q@

commodities, uniﬁ'qi’ nancial and economic approach to development (i.e., development

, expansion and diversification of agricultural export

ﬁnancing)”.‘%k method of funding those activities could be viewed as playing a part in
deve@@ finance. The ability of financial institutions to successfully mobilise financial
resources for economic growth and development was also argued to be a component of
development finance®’. This viewpoint acknowledges that the financial system's contribution to
the economy depends on the number, quality, and effectiveness of its services. Two segments

of development financing were identified by a researcher. The formal sector, on the other hand,
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could be clearly distinguished into institutions related to the money and capital markets, such as
central banks, commercial banks, the world bank, the IMF, and the African development bank.
The informal sector, on the other hand, is more traditional and consists of local money lenders,
thrift cooperative societies, and associations®'. Development finance refers to the function of
financial intermediation through the banking system or financial institutions that plays a private
role in economic development by influencing the allocation of savings, investme%}ld funds,

thereby enhancing productivity, technological advancement, and the rate o %ic growth32,

Institutions that finance international or domestic development alxiﬁto two groups. The
Central Bank of Nigeria, commercial banks, and other ir@%ﬁnancial institutions that
provide credit or financing to the Nigerian economy's ;@tive sectors make up the internal
development financial institutions. The World Ban F, Paris and London clubs, African
Development Bank, and other internationa Y a@a donors and creditors are some examples of

international development financial ins@ons that provide finance, loans, or credits for the

purpose of solving economic@éms like poverty eradication, economic growth, and

development. ® .

Without a possible d@%igeria’s financial regulatory authority, the Central Bank of Nigeria,
has played th %/elopment finance function for the country's various economic sectors,
includi @culture, business, and industry, in order to assist their expansion and development.
It is fundamental that underfunding of productive sectors results in low levels of output, income,
saving, investment, employment, exports, foreign exchange, and a developing economy.
However, Nigerian productive sectors including agriculture, industry, manufacturing, and other
associated economic sectors do not have access to enough and fair finance to boost their inputs

and output. In order to increase the inflow of sufficient and just credit, mostly at a single and
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set interest rate, to Nigeria's productive sectors, the Central Bank of Nigeria devised and
designed credit schemes. In order to provide sufficient or adequate finance and credit to the
productive sectors of Nigeria with the primary goal of facilitating economic growth and
development, the Central Bank of Nigeria participates directly or indirectly in the economy
through the formulation and implementation of various policies, schemes, Bro%mmes,
innovations, and directives. Through its credit schemes, including the Rura@hnce and
Banking Support Scheme, the Agricultural Credit Guarantee Schem ."&Commercial
Agricultural Credit Scheme, and the Small and Medium Scale Ind try‘ redit Scheme, the

AN

Central Bank of Nigeria manages agricultural finance in parti nd broadly development
financing>'. . '\QQ

S

The Central Bank of Nigeria's role in fostering &mic expansion and an overall sound
economy, however, goes beyond the impl Y &1 of monetary policy. The main issue that
has prevented Nigerian sectors of the ec@my from obtaining sufficient and efficient inputs to
increase output, productivity, in@éaving, investment, and employment has generally been
a lack of access to appropsiaten\financing and capital. Therefore, it is possible to explain
Nigeria's economy's@%n reduction in productivity, production, exports, foreign trade,
foreign direct 'n@ment, GDP, and foreign exchange earnings by the insufficient amount of
financing %1 pital required by the productive sectors. Evidently, these issues had been what
preve@ undermined, and hampered the growth and development of the productive sectors
and had given rise to persistent economic crises in Nigeria, including those characterised by
low productivity, low output, low income, extreme poverty, unemployment, inequality, and
insecurity. Therefore, the Nigerian economy will be able to attain high productivity and

promote economic growth if there is an adequate supply of fair and simple credit available to
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the productive sectors including agriculture, industry, manufacturing, and entrepreneurs. If not,

Nigeria's economy will remain in a difficult situation.
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2.1.6 Central Bank and Agricultural Development

The Central Bank of Nigeria is putting into place numerous reforms such as credit schemes and
financial programmes that have direct impact on the economy of the nation in order to boost the
country's economy and facilitate agricultural development and economic progress. These
significant reforms are being driven by the Central Bank of Nigeria's developmenty finance
department in order to meet microeconomic objectives such as achieving guiSé&d balanced
economic growth and reducing poverty, unemployment, and inequality. @- eral and the
developmental approaches are the two main schools of thought in.c banking. The Bank of
International Settlements (BIS) and the International Moneta@nd (IMF) are the two main
proponents of the neo-liberal approach, which advoc. %rmal inflation targeting at the
expense of nearly all other objectives and the exclusiyeé use of indirect monetary policy tools

like short-term interest rates as opposed to Qﬁ"éﬁ%t ones>>.

The development approach promotes th&%lployment of "direct means" of intervention, such as
credit allocation, controlled intébgt)rates, and direct financing to priority sectors, by central
banks to support economig@rg, a bigger and more visible role that directly effects structural
transformation. A ce@?ank’s decision to function neo-liberally or developmentally depends

on the current @mic climate and development needs.

2.1.7@@nercial Banks and Agricultural Development

Commercial banks play the intermediary role in transferring money from lenders to borrowers
by acting as a gateway for the funds. The second function is that they reduce financial waste in
the economy, assisting in the allocation of all resources to productive activities. In order to

preserve deposit money while simultaneously putting it to use, commercial banks lend and
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extend credit to individuals who need it. The money they pump into investments is then utilised
for the operations of industries like agriculture, manufacturing, and services like telephony and
other utilities. In this manner, banks support a country's economic growth. For this reason,

banks are often referred to as the engine driving a country's economic development?.

Commercial banks' credit-extension process results in more deposits being creatc&in the
economy, which boosts the growth of the nation's gross domestic product.. T 'Q’y&}m has a
favourable effect on the nation's overall development and economic progi%}g result, banks
can be seen as the engines of growth in the society in which the)&mteé. In a developing
nation like Nigeria, the banking sector is a crucial institution fi %xering economic growth and
development. The central bank, which serves as the top {@étory body for the financial sector,
helped by creating regulations that it first began publishing in 1976. Two policies were created

as a result of the central bank's recom d%o , and they served as a catalyst for the

commercial banks' contributions to the céj@th and development of agriculture’.

2.1.8 Nature of Government Iwntion in Agriculture
.3

Agriculture lost its plice@;rincipal export income earner after independence to crude oil

due to the discov rude oil and the boom that characterised that era. Several agricultural
programmef%ﬁQaunched to promote the sector's performance in order to guarantee food
securi increase its importance. The majority of these initiatives are included in the
various National Development Plans (1960-1985), the Structural Adjustment Programme
(1986-1988), the National Economic Empowerment and Development Strategy (2004—-2007),
and the Agricultural Transformation Action Plan (ATAP) (2011-2015), in addition to other

transformation initiatives that governments have adopted. Within the agricultural value chain,

these projects concentrated on four main sectors'?. These include expanding access to land,
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increasing production of specific crops, providing input support mechanisms through import
waivers and export incentives as part of the government's budgetary policies, and giving

farmers loans at low-interest rates.

More prominent attempts were made by several state governments to stimulate private sector
participation in commercial agriculture in their states, which is a vital component of iqgroving

N

access to land as a determinant in agricultural production. For the constructio& mmercial

farms, the states of Kwara and Cross River, for instance, bega \l‘ rivate sector
collaboration programmes. The effort, which started in 2004, se@'&rﬁbabwean farmers to
Kwara State, where they started producing grains, rice, ca%&%\vegetables, dairy, chicken
products, and tobacco. The state government set up .@lties like feeder roads, security,

telecommunications gear, and irrigation systems to h&lp/these farmers. The farmers were to sell

to potential bulk buyers such flour and @ai s, etc., according to the marketing plan

implemented*’. (b',é'

The Cross River state govemmwo made it easier for private farmers to access property for
commercial agricultural u lgasing them 22 farms totaling roughly 71,809 hectares. They
also made sure that@ received their legal title certificates on schedule. It also created an
environment t t@ts favourable by giving seeds, fertiliser, technical aid, and financial support
toan b@o privately owned farm estates. In addition, some state-owned oil palm, rubber,
and cocod estates that had previously been in ruins were revived, privatised, and in the majority
of cases leased in smaller chunks to private farmers. Recent government administrations
launched a number of presidential initiatives to boost the local production of particular basic

and cash crops®®. The Federal Government adopted a variety of strategies in 2001, including the

widespread production and distribution of enhanced seedlings, the acquisition and distribution
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of essential inputs, the facilitation of fiscal incentives necessary for profitable production, the
efficient coordination of institutional support, and the development of farmers' and processors'
capacity.

By increasing rice production, the Presidential Initiative on Increased Rice Production aimed to
meet local consumption by 2006, export rice by the end of 2007, and reduce the lgiglg rice
import bill, which was N96.012 billion in 2002. 3.0 million hectares of lanfl W, @}%[pposed to
be under cultivation by 2007 in order to produce 9.0 million tonnes of m‘t%}?gor 15 million
tonnes of paddy. In order to boost domestic production, it was.ily@e&) to ban rice imports

starting in January 20074, %\
&
&

By the end of 2010, it was hoped that the progran@n@assava production and export will
increase annual production to 150 million N{T. e export of 37.6 million tonnes of cassava
products, such as starch, chips, medicines@dﬁ ives, and other value-added goods, was also
projected to generate US$5.0 billioncuwwevenue annually for the programme. The Growth
Enhancement Scheme was estab%@g%%mder the Agricultural Transformation Agenda (ATA) of
the Government to regist ﬁlolder farmers and offer specialised input subsidies, such as
access to fertilisers Qd)seeds. Between 2011 and 2014, nearly 14 million farmers received

>

subsidies>*.

Simi %S, through the implementation of the Presidential Initiative on Vegetable Oil and
Tree Crop Development, the government aimed to achieve self-sufficiency in the production of
vegetable oil over a period not exceeding three years. The development of eleven scheduled oil
seed crops, including oil palm, groundnut, soya beans, cotton, sunflower, cashew, coconut, and
cocoa, was the main focus of this programme. The following production goals were established

for each crop under the programme: seed cotton: 1 million tonnes over the plan period,
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groundnut: 15 million tonnes annually, soya bean: 670,000 to 1 million tonnes annually, and oil

palm: 1 million hectares capable of producing 15 million fresh fruit bunches.

Through a variety of import waivers, export incentives, tax holidays, and exemptions in the
industry, fiscal incentives were also used to stimulate agricultural output. For instance,
beginning on January 31, 2012, agricultural machines and equipment were exempt duty.
Export Credit Insurance Facility, which was created to safeguard Nigerian.ex \from the
risks of non-payment for goods and services exported on credit terms, sz%i erian Export
Promotion Council (NEPC), which launched the Export Expansjﬁ@ant Scheme for the
stimulation of export-oriented activities that leads to signiﬁc@%}wth of the non-oil export

sector, especially agriculture, administered export incen@

A five-year tax holiday for agricultural prodlicts'l.%)cessing companies granted pioneer status,
tax exemptions on interest earned by ﬁn@'}ﬁnstitutions on loans granted for agricultural
trade or businesses, an increased capi llowance of up to 50% for agro-allied plant and
equipment, and exemptions frwalue Added Tax (VAT) on machinery and equipment
purchased for agricultural ;}33 are just a few of the tax incentives that were provided to
help increase agricul@ production. Numerous organisations, including NEXIM, CBN, Bank
of Industry @ank of Agriculture (BoA), etc., have been active in offering single-digit
interes@@on credit to agriculturalists. These interventions, especially those of the CBN, are

carried out through a number of different programmes, which are listed below:
2.1.8.1 Bank of Agriculture (BoA)

Despite certain structural changes to the economy over the past few decades, agriculture

remains a significant part of the Nigerian economy. Nearly 54 percent of jobs are supported by
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agriculture, down from roughly 70 percent in the 1960s and 68 percent in 1981, and the sector
accounts for over 23 percent of the GDP, down from about 70 percent in the 1960s*®. The
sector has a much higher capacity than it really does, were it not for the militating issues,
foremost among which is the lack of timely, accessible, and suitable financing. The unique
characteristics of agriculture, the manner we conduct it in Nigeria, and the risks and
uncertainties related to the two elements all contribute to this. Old-fashioned p%;n\ farmers
continue to dominate Nigeria's agriculture, which is still mostly ra .—ﬁg Commercial

agriculture will use technology to help it reach its potential, but it has %tr,?ally taken off yet3s.

The Bank of Agriculture (BoA) and its predecessors were est@% to fill this financing gap
because most traditional commercial banks are reluc‘@ lend to agriculture, despite the
sector's vital role in creating jobs, providing raw materidls for industry, ensuring food security,
and exporting. The Federal Ministry of 3 \ee Incorporated owns 60% of the Bank of
Agriculture, the Central Bank of Nigeria“@wns 40%, and the Federal Government of Nigeria
owns the Bank of Agriculture @ntirety (CBN). With a negative shareholders' fund of

around N65 billion and a paid&gmapital of N34 billion as of 2019, the Bank has gone insolvent.

Incorporated in 197@%@ Nigerian Agricultural Bank (NAB), the institution changed its
name to the Ni n Agricultural and Cooperative Bank in 1978, ostensibly to reflect the
import cQooperatives would later play in the growth of the agricultural industry and to
reﬂeﬁ bank's refocused mission. It was combined with Peoples' Bank of Nigeria in 2000.
(PBN). It also took on the risk assets of the government's Family Economic Advancement
Programme (FEAP) as part of the consolidation process to become Nigerian Agricultural
Cooperatives and Rural Development Bank (NACRDB). Thereafter, it was renamed Bank of

Agriculture (BoA) in 2010 and given a revised mandate to provide accessible credit facilities to
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Nigerian society segments that have minimal access to traditional banks' services, while still

accepting client savings deposits and promoting basic banking practices.

The government's intention to improve financial inclusion and all-inclusive economic
development in the process makes the renewed mandate commendable given the enormous
population of the people in its target market - the agriculture and agribusiness value Ckgl - and
their demography. Unfortunately, it is clear that the bank has fallen short in.thiég};g\T he bank
has great potential despite its current underperformance. If properly 16%}5, recapitalized,
and revitalised, it can revolutionise agricultural finance in Nigai@%erve as a model for

institutions of a similar nature throughout Africa and the rest oé;@vorld.

2.1.8.2 Agricultural Credit Guarantee Scheme F%@JSF)

The Federal Military Government develope&is programme in accordance with the
Agricultural Credit Guarantee Scheme u@cree of 1977 (Decree No. 20), as revised on
June 13, 1988. So, in 1978, the Agri ral Credit Guarantee Scheme Fund officially began
operations. The Central Bank Mria and the ACGSF management board jointly oversee the
Fund. The Fund's g al&%rease bank credit to the agricultural sector by providing
guarantee for loal&ié by any bank for agricultural purposes, such as the establishment or
manageme ntations for the production of cash crops, the cultivation or production of a
varie «Q& ps, animal husbandry, the processing of agricultural products, as well as the rental
of farm equipment and services. By offering loans to Nigeria's small and medium-sized rural
farmers, this credit programme aims to revitalise and enhance the country's agricultural
economy as a whole. The major goals of this financing programme are to increase food security
and productivity. Lack of access to adequate and fair credit is another significant issue that our

rural farmers who grow food crops must contend with. According to the study, this loan plan
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has increased the amount of credit available to Nigerian farmers. Almost all of Nigeria's
geopolitical regions had benefited from this programme. It has enhanced the recipient farmers'
purchases and adoption of new, higher-quality seeds, fertiliser, pesticides, and machinery. This
enhances the farmers' ability to utilise their available hectares, expand their farms, produce
more, earn more money, create jobs, and improve their level of living. The lezvel of food
production, the food supply, domestic trade between the affected rural areas %&963, per
capita output and income of the states, and import substitution on locall ] ?@ed food like
rice, wheat, and other items were all improved by the expansion (.)f fgge;\s‘ output and income
earnings. As a result, the Nigerian economy's per capita @\ne, GDP, food security,

agricultural exports, foreign exchange profits, and internaf\m&g)commerce all improved. These

accelerated Nigeria's economic development and g@

Advances, overdrafts, and any other credi ﬁity are all considered loans under the
programme. According to a CBN inte@survey conducted in April 2012, a total of 3,561
loans worth N502.68 million we@orted by six DMBs and a few microfinance institutions.

As a result, there were 6,1084%115 guaranteed for a total value of N1.34 billion during the year.

Since its founding 1@9, 760 636 loans totaling N53.68 billion have been made. According
to the breakdo \loans guaranteed by purpose, 3,384 loans, or 95.0% of all loans, were for
food ¢ inestock and cash crops came in second and third, with 123 loans (3.5%) and 24
loans%%), respectively. Loans were recorded for 15, 1, and 14 in the fishing industry,

respectively.

2.1.8.3 Agricultural Credit Support Scheme (ACSS)
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With the assistance and involvement of the Bankers Committee, the Federal Government and
the Central Bank of Nigeria established the Agricultural Credit Support Scheme to finance
expensive agricultural projects with an interest rebate of 6.0% upon prompt return of the
facility. The establishment or maintenance of plantations, the growing or production of crops,
the raising of livestock (such as poultry, fish, and other animals), and the use of farm e‘%i‘pment

and hire services are all covered by the ACSS. Q')i\

By offering farmers financial facilities with single-digit interest rate%e\%ss aims to

improve the agricultural sector of Nigeria's economy. This will hel@‘fbrs take advantage of
the industry's unrealized potential in an effort to lower produ%g%\:osts and sustainably boost
output. The anticipated result is a decrease in the cost otj@%ﬂtural products, particularly food
products, which will lower the inflation rate, provid luses for export, diversify the source
of income, and improve the country's forei .n‘%c nge revenues. At the end of April 2012,

there was no rebate. However, 43 proje%;otaling N872.45 million made up the entire rebate

paid from the beginning to the e@pril 2012.

2.1.8.4 The Commercial 1 Rural Credit Scheme

Q

The Federal Minis‘QQﬁAgriculture and Rural Development and the CBN worked together to
create the Cd%ag part of the CBN's developmental responsibility. It was financed by the sale
of N on worth of FGN bonds. The main goal of the plan was to support Nigerian
commercial agricultural firms. The funds was sent to the Bank of Industry, who then made it
possible for DMBs to lend it to farmers or state governments at a low-interest rate. If the
initiatives or interventions were in line with the predetermined goals, state governments might
borrow up to N1.0 billion for re-lending to farmers' cooperative organisations and other

agricultural development projects. Through the provision of financing facilities at single digit
44



interest rates to large scale commercial farmers, this programme aims to accelerate the
development of the agricultural value sector of the economy. The strategy has also expanded
commercial and large-scale agricultural production, agricultural export goods, foreign exchange
revenues, foreign trade, and investment. It elevates Nigeria's level of commercialization,
modernization, mechanisation, large-scale agricultural output, agricultural export commodities,

°
foreign exchange revenues, and commercial agriculture oriented sector. This be@;s\N igeria's
L ]

economy, international trade, trade balance, and development. E\QO

Twenty-nine (29) states have so far taken part in the programme‘&mthe disbursement of
N2.938 billion to three banks for three projects in April 20@@[0‘@1 amount disbursed to
banks for 227 projects totaled N178.269 billion ( c ivate promoters and 29 State
Governments). According to the value chain, 47% e private projects were for production
activities, and 38% were for processing a .féy;. % and 6%, respectively, were devoted to
marketing and storage. Processing acco@l for 51% of the state-sponsored projects, followed

by manufacturing with a 33% sh@e remaining 16% went to other activities.

2.1.8.5 Nigeria Incentive-@?{isk Sharing System for Agricultural Lending (NIRSAL)

Q

The Central Bank ofs=Nigeria approved N75 billion for the commencement of Nigeria's
Incentive—Bﬂ@k Sharing in Agricultural Lending, according to data that was available
(NIR Qs part of coordinated efforts to modernise the agricultural sector, it has also
guaranteed 75.0 percent of loans made by DMBs to farmers throughout the 36 states of the
Federation and the Federal Capital Territory. Through commercial banks and other financial

institutions, the NIRSAL would provide the guarantee to farmers in the states and the FCT.
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Credit guarantees were used by the initiative (NIRSAL) to mobilise funding for Nigerian
agricultural businesses in order to reduce the risk of default. Its goal was to persuade financial
institutions to be more open to working with agricultural enterprises. Input producers, farmers,
agrodealers, agroprocessors, and industrial manufacturers were integrated with agricultural
financing value chains for loan product development, credit distribution, loan. origination,
managing and pricing for risk, and loan disbursement in an effort to increase acc%»t(bﬁnance.
The NIRSAL's 5 pillars, in particular the Risk Sharing and Technical Ass'. &g%pﬂlars (Risk
Sharing Facility, N45 billion; Insurance Facility, N4.5 billion; "l:ec 'caJ‘ Assistance Facility,
N9 billion; Agricultural Bank Rating, N1.5 billion; and Ba@kentive Mechanism, N15

billion), served as the driving force behind the integration. \QQ
2.1.8.6 Interest Drawback (IDP) Q

In accordance with the CBN's IDP, farm@y borrow money from lending institutions at
rates set by the market; additionally, ogramme offers farmers who repay their loans on

time an interest rebate of 40%. \)
%w
2.1.8.7 Anchor Borrfw@r gramme

Out of the N220 @{gn Micro, Small and Medium Enterprises Development Fund (MSMEDF),

the CBN set aside N40 billion as part of the programme to be distributed to farmers at an

inter of no more than 9% per year.

2.1.8.8 Cassava Bread Development Fund

The government created this organisation in 2008 to finance the entire cassava value chain,

from processors to bakers, including equipping master bakers. Farmers received N3.44 billion
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at 5% interest per year as part of a funding scheme that included 50% term loans and 50%

grants.

&

%\%
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2.1.8.9 National Programme for Food Security Fund

It was established in 2009 to benefit registered members of Apex Farmers’ Associations (AFA),
registered co-operative groups and SMEs, in the structure of 40 per cent grant and the balance

divided into 80 per cent loan and 20 per cent equity contribution by the beneficiaries.

2.1.8.10 Small and Medium Enterprises Equity Investment Scheme &

The nature of small and medium scale businesses makes them highly vul .ﬁ%o premature

lity”and growth. Some
')

death, largely due to financial constraints which affect their sustain%
ifie, poor management

scholars identify poor access to loan facilities, financial @1

practices, low entrepreneurship skill and harsh operating g&gwbnment among other things as

the main problems why many micro businesses in@%ing economies remain subjected to

business entropy. . ©

Poor investors have little or no access ‘w%)'an facilities from the banking system because they
cannot put up acceptable collatq{s,)%%led with high costs of bank loans and the difficulties
in monitoring the activities ﬂ;e micro firms in the developing countries in general and
Nigeria in particularq)@g;gued that access to financial services enables small and medium
businesses to m@\‘% from everyday struggle for survival to planning future growth and
development. It was identified that microfinance as one of the prime strategies to achieve the

Mille@ Development Goals (MDGs) in developing economy.

This programme aimed to increase business ownership in Nigeria by giving loans and financing
to small and medium-sized businesses. The system has also enhanced the availability of credit
to Nigerian businesses, which improves their ability to invest, operate as sole proprietorships,

produce independently, and create jobs. This promotes the development of indigenous
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technology, creates jobs, encourages entrepreneurship investment and productivity, and, of
course, stimulates economic growth in Nigeria. A financing programme like this should be
maintained and adequately supported in order to boost local small and medium-sized business
investment and enhance the number of jobs. Nigeria needs to examine itself in order to make
use of the resources and opportunities that are available. Because the level of domestic

investment always determines the level of domestic output, per capita incor@’DP, and

economic growth and development. The primary focus of microfinancial 1 ns has been

on providing funding for the establishment of microenterprises thr gh\joint liability group
lending or cooperative societies in order to increase the paﬁicip@of the underprivileged and

improve repayment rates, which may improve the sustairm@g%f microfinance programmes.

S

The Bank of industry in Nigeria is one of such mi@ance institution whose activities worth
empirical review. Its activities involves t .Gébu ement of loans, savings and other basic
financial services to small and medium%jnesses as well, managing loan repayments to keep
the banks running and effectiv@ing down the memory lane, it was identified that the
formal and informal ﬁnanciak%%jtutions involvement in the provision of micro credits for the

development of smalq an@ue ium businesses in Nigeria.

Loan repaym @ a necessary ingredient for sustaining the microfinance programmes.
Howey, @/i ences from available literature reveal existence of gap between loan
disbursements and repayments level in Nigeria seen from demographic perceptive. Ironically,
aged (experienced) and married micro investors are more likely, merit the requirements for loan
disbursement and also were found most vulnerable defaulters in loan repayment index. Further
empirical review uncovers sufficient facts on factors that influence loan repayment problems in

Nigeria from the purview of available literature. It specifically filters factor like ‘inventory

49



finance on level of business input’ as cardinal factor for loan repayment in Nigeria. More so,
the studies of another scholar fetched ten influential factors of loan repayment problems in
Nigeria which include amount of loan collected, cost of running business, interest rate, contact
with bank, disbursement lag (lengths of period between loan application and disbursement),
level of investment, socio-cultural bonds (membership of cooperative society), access to
business information, poverty indicator and years of business experience. Elsew%g\m Africa,
similar trend exists as retrieved from available literature. For instance, t %r of another
scholar points out five factors like sales volume, size of firm, degree ﬁkvermﬁcatlon income

eterminants of credit

earnings stream and the quality of information as the si ﬁe}x

repayment in Malawi. Imports from these empirical d'oeﬂ}gggtatlons provide the necessary

fulcrum and literal foundation upon which this stud@
2.1.8.11 Small and Medium Scale Indust@gi%Scheme

SMEs are defined as any business withﬁé’aximum asset base of N200 million (excluding land
and working capital), a labour séb»oﬁ etween 10 and 200 employees, and a focus on providing
simple goods and services Agr.())duce a significant and forward-thinking outcome, small and
medium-sized organ@ly SMESs) combine a variety of business difficulties. Who qualifies
as a small busi owner‘? Is a small business owner different from other people, or can
anyon e@ne one given enough resources? Is it possible for everyone to start a firm, or are
there parficular requirements? These are some of the issues that scholars and theorists have
been debating for a while; in fact, theories on small and medium-sized businesses extend back
to the early stages of the industrial revolution. Due to the connection between small and

medium scale firms and the concept of entrepreneurship, it is crucial to review the history of
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entrepreneurship in order to grasp the concept of small and medium enterprises. Entrepreneurs

started the majority of the small and medium sized businesses that exist today.

It is impossible to overstate how important it is for an economy to strengthen its manufacturing
and industrial sectors. These two industries together influence the amount of technical
sophistication, manufacturing capacity, industrialisation, modernization, and moderné&tion of
the country. This programme aims to hasten the availability and supply of loa %l’)g’\ﬁnancing
to Nigerian manufacturing sectors. The initiative also enhanced the ﬂo@ to Nigeria's
small and medium-sized businesses. These increased industrializ fevels, manufacturing
activity, machine and technology advancements, product%%\vels, and exports. These
enhanced Nigeria's degree of development and econo. %rowth. Any kind of substantial
economic growth and development depends on ind@lization. However, in order to compete
with large corporations and overseas busin .es,ﬁu%small and medium-sized industries require
enough funding. We have observed hov%pse lending programmes successfully and gradually
added to the expansion and devd@\t of the Nigerian economy. As a result, it is anticipated
that the country's growth Q%Odevelopment of development financing will increase and
accelerate productiv@)@m s, foreign exchange profits, the balance of payments, and the
reduction of p V@u destitution, economic inequality, and unemployment. In order to enable
the produc@tor of the economy to adopt new technologies and adequate inputs, as well as
to incr: productivity, output, income, saving, investment, and general activities, the Central
Bank of Nigeria's development finance intervention aims to facilitate easy, just, and sufficient

capital inflow in the form of credit.

There is little doubt that development financing has an impact on the development, stagnation,

or even decline of Nigeria's economy. Lack of access to sufficient capital in the form of credit
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plays a role in the stagnation and decline of the Nigerian economy. Therefore, in order to
promote economic growth and enable economic development in Nigeria, sufficient and
effective financing and credit should be made available to our productive sectors of the
economy. In summary, financial institutions played a crucial role in economic growth and
development by influencing the allocation of adequate financial resources, investment, capital
formation, and saving in order to improve productivity, output, technological %&s, Gross
domestic product, Gross national product, national income, per capita inco. %l an array of
other factors. As such, the role of financial intermediation at the e_and heartbeat of the

Nigerian economy cannot be quantified or even underempha@ Nigeria and other third-

world countries should take development finance seriousl@x%*xse it as a means of promoting

economic expansion and development. @

Due to issues with efficiency and ancill .@ies, small and medium-sized businesses'
inability to acquire financing has limit@heir ability to contribute to economic growth and
development. Most often, it has@bbsewed that the lack of access to credit facilities is to
blame for SMEs' inability tq%m;et the demands of the government in terms of increasing
employment, raisinQ)@u ion of goods and services, facilitating technology transfer,

expanding op or@iﬁes for entrepreneurs, and raising everyone's standard of living. However,
a

other significant causes have been pointed out as being to blame for the financing issue SMEs

in Ni@are currently facing.

Lack of cash for SMEs, particularly their inability to get external funding since they are seen as
high-risk borrowers by creditors and investors due to insufficient assets and low capitalization,
vulnerability to market volatility, and high mortality rates. It is challenging for creditors and

investors to evaluate the credit worthiness of a possible MSMEs proposal due to the
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information irregularity caused by SMEs' lack of accounting records, inadequate financial
statements, or business plans. High transactional and administrative costs when lending or
investing a little sum. They came to the conclusion that the sum of these consequences renders
the business of funding SMEs unprofitable. Additionally, it may be claimed that a sizable
portion of SMEs lack access to formal sector funding, i.e. money from ﬁnancial.institutions,
which impedes their ability to expand and survive. Due to their informal characté'aability to
create bankable business plans, lack of security required for traditional ¢ .ﬁg -based bank
lending, and discriminatory cultural practices that obstruct. tr pg,‘rency, SMEs have
historically been seen by banks as lending opportunities with \is . Large infrastructure
gaps, a lack of favourable financial and credit conditions,{élgﬁole workforce that lacks skills,
and a lack of investment to scale up pilot projectsﬂ%&a few of the significant issues that
2
Q\

2.1.8.12 Rural Banking and Finance S'%me

SMEs in Nigeria must deal with.

This was launched in 1977 along'wyith other measures the central bank employed as a catalyst
to move the commercial r? the direction of economic expansion and development. The
government's efforts@romote economic development at the expected rate to catch up with
the rest of thé were greatly hampered by the "built in structure reluctance" of banks in
Nige%@ to the less populous and economically inactive locations (i.e. rural areas). As a

result, th€ government must place a strong emphasis on the development of the rural areas of

the nation.

At a Nigerian Economic Society conference on rural development in 1972, it was emphasised

that effective measures should be used to promote overall development in any country.
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Using the authority granted to it by Section 4 of the 1969 Banking Decree, the Nigerian central
bank forced commercial banks to open rural branches. As a result of the plan, capital formation
has increased in the economy since rural residents' savings are now more easily mobilised and
constructively directed to the underdeveloped sectors of the economy, which employ 75% of
the labour force. The programme has aided in the creation of loans for farmers and small-scale

businesses, considerably promoting the growth of agricultural and agro-based ent@es.

The program's goal is to improve rural residents' access to credit and ﬁnf%ﬁces that will
support the financing of small-scale rural industrial and agricultural@gmises. For a long time,
rural areas of Nigeria were economically backward and i%@%r\ished, with high rates of
poverty, unemployment, income disparity, and mral-to@ migration. The downfall of the
rural, wholly agrarian economy of Nigeria was sigmificantly impacted by the lack of enough
capital and financing for rural industry anC:Jg;i&ell re. The life, economy, and growth of the
affected rural Nigerian communities hav'%u improved because to this lending programme. The
credit scheme increased the i%&of credit to rural farmers, small and medium-sized
businesses, and rural companies; which improved their level of productivity, output, asset,
income earnings, er@)%e generation, location of small scale industries, agricultural and
industrial dev lo@ut in the affected rural areas, and subsequently reduced the rate of poverty,
unemploy%n yincome inequality, and rural to urban migration. Additionally, it enhances the
quali@’ural life and economic prosperity for those residing in the affected rural areas. These
boosted the pace of the afflicted areas' integrated rural development and the rate of economic

growth and development in Nigeria.

2.1.8.13 Credit Rationing
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Credit is required to purchase improved technology which is vital for increased output and
overall expansion of the farm. The issue with credit is not just that it is insufficient, but also
that it is mobilised in an ineffective manner and, more crucially, that it is available at an
efficient and reasonable cost. In this way, the importance of commercial banks as a significant
and distinctive financial intermediary for this study becomes clear. Lack of agricultural credit,

according to a researcher, is a key hindrance to agricultural production56. f%a}ims that

typically, agricultural financing comes from non-institutional, unorga@cial sources

such savings from individuals or families and from moneylenders. % -

When borrowers request a certain amount from lenders, they r%&eté}y receive a portion of it or
none at all, even though they are ready to pay the ma.@ﬂes for borrowing costs. This is
known as credit rationing (interest rates). Info on asymmetry is the cause of this
phenomenon. As a result, rationing is .ff%th r than allocating credit via a non-price
mechanism because the equilibrium @ (interest rate) does not guarantee an efficient
allocation of credit. Using info@-based models, some researchers' experiments showed
that the difficulties in obtaining credit may endure even in equilibrium markets>®*’. They argue
that because there a@ ion asymmetries, interest rates cannot serve as an allocation of

credit and that cr@wationing may continue even in the face of interest rate liberalisation.

Simila @s, other models were built on flawed credit markets with information asymmetry,
making it prohibitively expensive for banks to collect and maintain correct data on borrowers.
They determined that credit rationing is a phenomena that occurs when agency issues like
knowledge asymmetry and moral hazard affect the supply of credit and capital. The model

posits that there are too many banks, all of which aim to maximise profits by selecting the best
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rates of interest and collateral, and that a large number of potential borrowers also aim to

maximise profits by selecting the best projects.

The underlying idea is that due to knowledge asymmetry, the enterprises know the likelihood of
success of the projects but the bank does not. In other words, credit rationing is said to happen
when some loan applicants who seem to be identical receive credit but others do nat, pb‘when a

\

particular set of people cannot acquire credit or can only do so at a significa igher cost.
The visible characteristics of borrowers, those of the enterprises, and t '}c ristics of the
loans may affect the bank's rationing of credit. The value of the col‘&l’put up by a company

also affects how the bank limits lending3®. &%\
&

The informational imbalance between small and i Xized businesses and the financial
institution is lessened via collateral. The size otﬂﬁ:ompany's internal funding sources has an
impact on the banks' credit rationing prac@eﬂ\"his has been supported by a researcher who
contends that systemic and borrow cific factors can both affect the availability of
financing for new small and m%hq%sized businesses®®. Additionally, it was noted that the
borrower's pacific factor %}I.lg elements that a company can mainly influence, such as
managerial skills, t@bre of business information, the accessibility of collateral, and
networking®’. (@eral, according to a researcher, aids in reducing moral hazard issues and

informi@ asymmetries between banks and business owners®!.

Since microfinance institutions can be distinguished by their lending policies, mission drift,
organisational form, institutional development, as well as by their disclosure and transparency,
access to credit and credit rationing are two distinct concerns depending on the type of
institution®>%3, It is obvious that small and micro agricultural businesses have a hard time

getting financing, but the scope and gravity of this issue are still unknown. Therefore, it is
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necessary to conduct an empirical estimation to ascertain the degree to which institutional
factors affect credit rationing and access, as well as the degree to which loan, company, and
borrower characteristics dictate it. Numerous studies have come to the conclusion that the
majority of emerging nations practise credit rationing. Based on the traits of the borrower, the
lender, and the relationship between them, the terms and conditions under which credit is

transacted vary significantly. In other words, the conditions of a loan contract %&termined

by borrower-lender factors®. ,%\QO

Empirically, a Probit model with a binary variable that indicatedq%ﬁler a household was
credit constrained or not was used by several researchers®. %%&h\dy focuses on people who
experienced price and quantity rationing. Household .'2$income, age, gender, education,
assets, the percentage of borrowing households with 1-kilometer radius, and the distance to
the closest bank within the award are amo .t‘héex lanatory factors in the model. Despite the
fact that all of the study's households we w-income, the data demonstrate that having access
to credit is less likely when infﬁ{e)% higher. In contrast to a researcher who discovered an
inverted U-shape effect fo@ml households rather than for the impoverished in Bosnia and

Herzegovina, incom< afs@a an U-shaped effect on the likelihood of credit limitations. Other

studies have tt@wd to investigate the relationship between agricultural productivity and

credit avai!f 6667,

What is ;Vident from all of these studies, however, is that they all have a tendency to pursue
similar goals. These targets range from determining the causes of agriculture credit rationing to
examining the structure, pattern, and trends of credit rationing to determining the impact of

deposit money banks' credit rationing on the level of agricultural output productivity
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Numerous empirical studies on the restriction of agricultural credit in Nigeria have been done
by deposit money institutions there and in other nations. For instance, a researcher employed a
probity model based on a purposive sample of 150 farmers to examine small-scale farmers'
access to formal sources of credit in the Ogbomosho zone of Oyo state. According to the
studies, farmers are more likely to acquire formal loans if they have higher levels of education,
participation in a cooperative, contact with an extension agent, and collateral sec&ébwhereas
farmers with less agricultural experience are less likely to do so. In.QS@erent study,
researchers attempted to think about credit rationing in addition.to igsue of access®®®. In
Nigeria's Cross River State, the study examined factors that pr@\rcredit restrictions as well
as the market access of rural households. The study in'cl\ %{wuseholds that had borrowed
from semiformal (MFIs) and informal sources. H&@Q the only feature of rationing taken

into account in the research is that borrowirs‘\\fi%xonly be eligible for a portion of the loan

requested or nothing at all. 't

It is important to emphasize that@rks that have been assessed so far have some clear flaws,
which is why this effort is n&%&ary. For instance, the causation test was not conducted in a
research of a schol{)@ this inefficiency, the conclusion that there was no proof of
conceived for ig@pital, which would have included agricultural finance, interest rates, and
export revé% was reached’”’. He came to the conclusion that credit rationing by deposit
money ks had no bearing on the level of agricultural production productivity in Nigeria
using Chenery and Stout's two-gap model. Studies conducted by a different researcher used the
Ordinary Least Square (OLS) method without doing unit root or error correction model (ECM)
tests’!. The consequence is that endogeneity issues may have plagued such investigations. In

order to assess endogeneity and identify the relationship between credit rationing and
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agricultural output productivity level, both single and simultaneous equation systems were used.
The study discovered a bidirectional relationship between credit rationing and agricultural
productivity, but it did not provide explicit and comprehensive explanations for why
endogeneity exists. Over 70% of the research carried out to date were able to establish a
positive association between credit rationing and agricultural output, whereas less than 30%
were able to do the same for a negative relationship. Since no study has be%@}lﬁl’? to use
Nigeria's agricultural credit scheme as a stand-in for credit rationin 1. %ar from the
literature search and to the best of our knowledge that no studies 1.1ave eeg;l able to examine the
sectoral influence of credit restriction on agricultural output. A@\ult, the study aims to find
the gap that over time caused researchers' results to Cﬁ@@ld it also aims to remedy the

majority of the detected deficiencies by making sur@ relevant econometrics tests are run.
2.1.9 Small Holders Participation in For@ets

With increasing formality, markets cr@their nature. Structured and based on a methodical
analysis of risks and constraints;\policy initiatives in support of smallholder integration are
required. It is important t %p.}ehend how risks and restrictions, which tend to grow more
pronounced as mark@gmalise, affect the patterns of market integration that have been seen.
An examinatio Qle firm and farm level is necessary to interpret reported contractual patterns

and we @ains related to involvement in various market channels.

The method for analyzing firm behaviour used in this report is based on a paper by Christopher
Barrett that was commissioned by FAO. It is especially helpful for highlighting many of the
inferential difficulties that empirical researchers face when trying to estimate the factors that

influence market channel participation and its effects on smallholder welfare.
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The importance of geographic placement and farmer selection effects, the heterogeneity of
contract forms and terms, the efficacy of farmer groups and cooperatives, and the highly
variable but generally positive returns to farmers from value chain participation conditional on
being offered a contract are key features that recur in empirical studies of smallholder
participation in evolving agricultural value chains. (b

The absence of market research and analysis is a common problem that has a si @t impact
on lost commercial endeavours. For instance, stakeholders, including srﬂ%ﬁps themselves,
frequently misunderstand how scaling up will affect particular maﬂ@'}

Smallholders often decide to enter a market based on Wllat &t@%have done in the past and do
so in response to observed profits made by early entr: historical prices. however, by the
time new manufacturing capacity is introduced,)\'%tia investments have already begun to pay

off online, market saturation may undermi@ontract terms farmers face or increase the risk

of contract breach by buyers. (b‘

These buyers may be themsel e%g comers with shaky relationships with retail customers, or
they may find it difﬁcu@;e storage or the capacity needed to move food in a timely
manner in order to&gﬂin product quality. Farmers and businesses frequently fail to adhere to
all the requﬂ%% of contracts, which is largely due to agricultural price and yield volatility.
;u%\\. ocks have the potential to prevent one or both parties from completing the
transaction as planned. Owing to the likelihood of shocks, neither farmers nor businesses can
determine whether a contract counterparty merely reneged on the deal or was forced to break it
due to exceptional circumstances. Farmers assert that they shoulder the majority of risks in
every country, including the risk of not being paid because a product does not fulfil agreed-

upon (but frequently fluctuating) criteria or the risk of crop loss during shipping. However,
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businesses also frequently claim that farmers fail to produce products as promised and side-sell
to more lucrative markets. Written agreements can help to alleviate some of these issues since
they provide transparent proof that either party can use to try to compel performance or

compensation in the event of non-performance.

However, there is still insufficient data to determine whether or not formal, writte ntracts
have any impact on either performance or ex-post enforcement. Overall, th Q}%ﬂre across
commodities and nations shows a high rate of turnover from one )@%ﬂ% next and a
significant contracting risk faced by both sides. Although the jeCt certainly warrants

research, we currently know very little about the sustainabili@&:émallholder participation in

the modern value chain. ’\Q

>

A scholar opined that a trader or a firm (retail or whol€sale) contracts with smallholders for the
provision of agricultural products. Since @1‘[5 learn from their past actions, contracting
involves several decisions that are p out over time and simultaneously across multiple

places and with multiple smallh(mgr) 1n each site. Barrett suggests the following four steps:
.3

Ist Stage: Geographic @g decision; evaluation of the candidate pool. The initial
geographic ”place%@ecision (where to purchase from) is based on a number of variables,
including tm%,ygn's agronomic appropriateness to offer the crop in issue in the requisite
volu quality, or its proximity to important markets. The participation of smallholders is
greatly influenced by these spatial placement effects. Not all farmers have easy access to
contemporary value chains that service faraway markets and may be lucrative. Contracts are
least likely to be offered to those that are farther away from ports and cities, have less

dependable communications and transportation infrastructure, and are located in less promising

agronomic zones. Given that producers in more favored places often have preferential access to
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higher-value marketing opportunities, which reinforces their original advantage, this has
significant potential consequences for patterns of spatial inequality. Understanding this option
makes it possible to identify measures that could potentially increase buyers' catchment areas,
enabling more smallholder market participation. Second stage: decision on farmer contracts.
This option entails the selection by businesses of particular farmers or groups of farmers within
predetermined geographic areas to whom specific contract terms are given. F%'@ticultural
products, having access to irrigation is often essential to ensuring proper y anagement.
Other inexpensive, simple-to-observe indications that assist the .co arp{ in finding the best
potential suppliers include membership in a farmer group or inv, ent in an NGO extension
programme. Empirical rectification would be quite simp@@rmers were only chosen based
on their visible characteristics. The identiﬁcationﬁ@ rminants of firm contract choice is,

however, made substantially more difﬁculi '@ fact that a major portion of selection is

almost probably reliant on unobservabl% as farmer skill, reliability, contract status with

N

The third stage is when sma%ﬂders are given a contract and must decide whether or not to

neighbours, etc.

accept it. In this pha@t@gxallholder decides whether to accept the contract's terms (ex-ante
of the produc ry). This decision produces a selection effect that makes it difficult to
estimate p@ how value chain membership will affect behaviour or wellbeing. Why would
farmer cide to accept a contract that is being offered? First, it might correct market
inefficiencies brought on by flawed markets. Second, the firm's logistical capabilities may
enable producers to profit from economies of size or scope. Third, if the contract lessens the
farmer's exposure to market risk, it may promote increased output and/or investment in inputs

that stabilize yields, such as irrigation, both of which benefit the farmer. Fourth, businesses can
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validate adherence to criteria for which far-off customers are prepared to pay a premium.
Another hypothesis is that farmers purposefully reject favourable contracts when they are
offered them, preferring to wait and see how others fare under the agreement in order to dispel
any remaining doubts about its advantages. The farmer and firm decide to honour the deal in
the fourth stage. When it is time to deliver and pay for the commodities as agree(.i, both sides
have the chance to break the contract they have already agreed to. If one part%'&;&ches the
agreement, the other party must determine whether to invest time and .1}%\ seeking to
enforce it. In this regard, farmer organizations and NGO mediation o behalf of smallholders
may produce genuine benefits because the group's ability to le@ur politically confront the
company is almost certainly larger than that of individual, @%ﬂllly small-scale suppliers.
2.1.10 Risk Management in Market Integrationﬁ% Holders Farmer

Large-scale, commercially minded, and @ipped farmers can better handle price and
weather-related risks in industrialized @ries by using market-based instruments like futures
markets or weather-based insurdncg. Smaller farmers might not have access to the skills,
resources, technologies, %t.aols, and governance structures needed to manage their risks

effectively. Smallho\@s)m developing nations frequently lack the resources and market access

necessary to a @tely defend themselves from the various dangers that are inherent in less

develotdicultural sectors’?.

Risk management by smallholders faces many difficulties in developing and emerging
countries. The geographical spread of smallholders might result in high operational costs for
risk management programmes because to their restricted access to markets and knowledge.
Financial and insurance markets that are accessible to smallholders are either absent or

underdeveloped. Women smallholders frequently fare worse than other smallholders because
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they typically have even less access to assets, financing, extensions, and other risk management
or coping mechanisms. The risk that farmers are exposed to can be decreased by taking a
variety of steps, such as the introduction of disease-resistant varieties, irrigation, and drainage
systems. Market-based insurance mechanisms offer another option to transfer risk and let

farmers decide how much to produce’.

AL
Innovations like weather index-based crop insurance, which aims to overcom Q’g&'i\ifﬁculties
of insuring smallholders, are the result of extensive work and research.‘@ﬁégc idea is that
farmers receive payments whenever temperatures, rainfall, or frost I@E‘xceed certain criteria
and are anticipated to result in a major decrease in crop p@%}on. These phenomena are
measured using information from weather stations or ev@éllite technologies. The benefit of
this strategy is that insurers do not have to administé_through informal credit agreements and
field level assessments. It is obvious thaté;‘%@ of these tactics are worthless if the risk

pooling unit (village or area) is suscepti%o the same aggregate risk, such as a price decline or

drought, and are only effective fé@i«s that do not strike all members at once.

2.1.11 Foreign Direct Iny, 1.1} in Agriculture in Nigeria

Q

It was noted that histesically, FDI was a phenomena that largely affected highly established
economies,@ these developed countries continue to draw a bigger percentage of global
FDI @V@loping countries (to which Nigeria belongs). Another researcher, however,
demonstrated that with US$87 billion in FDI declared in 2014, Africa saw the greatest rise in
inward investment®°. For instance, in the former, compared to developed nations, agricultural
FDI inflows from 2008 to 2010 represented an average increased contribution of 1.0 percent of
gross fixed capital creation. In 1998, developing countries' inward FDI stocks made up 20% of

their GDP, compared to only 12% in wealthy nations. According to some estimates,
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agricultural FDI is thought to be more significant in emerging nations than in affluent nations.
As a result, it is now practically necessary to experimentally close the information gap by
determining the trajectory of FDI and that of agricultural growth in developing nations

generally, and Nigeria in particular.

A lack of private and public investment has resulted in reduced productivity growthcsates and
stagnant production in many emerging nations due to the long-standi.ng @ of the
agricultural sector as a driver of development and the eradication of pov%%wever, it was
stated that the 2008 food crisis led to a rapid increase in investar juftexeSt in agricultural land
and water, a practise now known as "land grabs," which c@ the attention of the world
community by surprise. Given its natural resource weal@sizable market (with a population
of more than 160 million), Nigeria qualifies to be a Significant beneficiary of FDI in Africa. In
fact, it is one of the top three African nat1 Y ﬁreceived FDI in 201474 However, it was
noted that Nigeria's share of FDI inﬂow@frica averaged about 20.68 percent between 1976
and 2007, and that the amount e%gdttracted specifically to agriculture is tiny in comparison
to the resource base and pot&%al, demands’. They further posited that the percentage of FDI
inflow to the agricu@)@e or in Nigeria during the same period is less than 1% and that
between 1980 ngﬁﬁm, it was 2.46% which was the highest and now currently stood at 0.37%.
The Food é%ﬂriculture Organization recommended investing US$83 billion (in 2009 USS)
yearl@eveloping nations' agricultural sectors to ensure food security for a predicted global
population of 9.1 billion people in 20507, Additionally, it was stated that the majority of the

investment is anticipated to come from the public sector, which will fund infrastructure,

institutions, and research development. Public investment has been found to be the most
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effective in ensuring food security and reducing poverty in agriculture, but it may not be able to

meet these investment needs’’.

According to, FDI to agriculture has historically been sparse globally (less than 1% of all
inflows between 2005 and 2007), but higher FDI in agriculture could help close the investment
gap’. Therefore, public actors could effectively encourage private investment in tl&sector
while also lowering risks and securing the benefits of the investment. For exa ;&t‘hey could
make sure that FDI supports the nation's development strategy and @0 er effects to
smallholder production systems”. However, FDI in Nigeria isy@ﬁ‘dy driven by natural
resources, thus the government may play a significant role @%}noting and developing its
natural resources to attract more investments to the cou@ccording to research results, FDI
has good effects on the agriculture sector®®. In or maintain high levels of income and
employment, the country is said to ne .®1trast foreign investment with domestic
investment. If foreign investment is foc@ on enhancing and growing managerial and labour
capabilities, it can be successful@ it another way, FDI into Nigeria alone would not result
in sustainable agricultural exp%ls\ion unless it is accompanied with the appropriate structures
and infrastructures @[)@) support positive outcomes®!. Some academics have found
evidence to s [%\she idea that very little foreign direct investment (FDI) enters Nigeria's
agricultura ‘sﬁ, suggesting that this inflow has little impact on the sector's output but has a
posit@\pact on labour creation. They have also suggested that this inflow does not have a
long-term relationship that is complementary to the sector's output®?. They further said that a
combination of two reasons may be to blame for the non-significant link between FDI inflows
into the agricultural sector and sector output. First, due to the low level of FDI in the

agricultural sector, and second, because the type of FDI that flows into the sector is not
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technology-oriented; rather, the type of FDI that the sector receives focuses more on improving
its capacity and capability to provide jobs for the unemployed (regardless of how simple or
meagre these jobs may be), and less on providing the necessary level of technology required to

improve output in the sector.

In the past few decades, according to a UNCTAD report, transnational corporatior%TNCs)
and foreign direct investments (FDIs) have been particularly active in. th Q}'?eam and
downstream of the global agri-food value chain of agriculture in '!%'\}épgg countries,
sometimes through non-equity participation like contract farming.y{%g'mlso pointed out that
rising food prices have drawn "new investors" to the sector, \@%\epursuing large-scale land
purchases in developing nations. These developments.ﬂ@ said, have sparked discussions
about the various FDI models and alternative business.models for the agriculture of developing

nations, their potentials and difficulties, Qjﬁ%ﬂ& the economic, social, institutional, and

policy requirements necessary for those @ons to benefit from FDI.

Most of the earlier studies exarw only the importance of FDI on growth and the channels
through which it may be %iﬁg the economy®*84, Furthermore, the conclusions of research
done on the relations@))etween FDI and economic growth in Nigeria are not all agreed upon.
A closer look %se earlier studies reveals that no conscious effort was made to account for
the factS@nore than 60% of foreign direct investment (FDI) inflows into Nigeria are made
into the ¥xtractive (oil and gas) industry®. The petroleum (oil and gas) industry, where the
majority of these investments have been going, is also the focus of many studies on FDI and the
Nigerian economy. Given that agriculture plays a role in economic growth and development,

those studies really modelled the influence of FDI in the extraction of natural resources on

Nigeria's economic growth without giving it any special preference. The low level of FDI in the
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agricultural sector may be a major factor in the lack of research on how it affects Nigeria's
agricultural sector, but regardless of how little FDI there is in agriculture, it is crucial to
understand how it affects agricultural growth in order to decide whether to promote or obstruct
the ongoing inflow of FDI into Nigerian agriculture in order to address the country's unique
aspect of the FDI-growth paradox. However, in recent years, the increase in agricultural FDI
flows to developing countries (including Nigeria) has proven to be higher than @crease in
agricultural FDI flows to developed countries, according to statistics gather y UNCTAD's
forestry, and fishery,

"}
as well as food and beverages. This includes Nigeria. Ad@lly, there is a growing

2012 report. Agricultural FDI is defined as combined FDI in agriculture

’f\&@g?es the options open to the

government for obtaining funding for agricultural @%‘ent and makes the decision to seek

opposition to further economic liberalisation, which

FDI for the sector even more crucial. Furth ‘%despite multiple studies that looked at the
impact of FDI on Nigeria's economic gr& ith conflicting results, the empirical relationship

between FDI and agricultural growt@igeria is still unclear®.
2.1.12 Agricultural and Eca%mic Development

Crop plant cultivati@?livestock production are referred to as "agriculture." It is a fairly
inclusive term overs all facets of farming, forestry, animal farming, and fisheries®’. The
syste 'c@armg of valuable plants and livestock under human management is referred to as
agricﬁ. Therefore, it is human activity that involves producing food, fibre, fuel, etc. by
making the best use of terrestrial resources, such as land and water®®. Agriculture has been
defined as the practice of raising both plants and animals for human use. The deliberate

transformation of a segment of the Earth's surface via the cultivation of crops and the keeping

of livestock for the purpose of economic or sustainability gain is known as agriculture®.

68



economic progress It has been emphasized by academics how agriculture may effectively
contribute to national growth and modernisation®. It was said that improving the agricultural
sector and revitalizing rural areas through the construction of effective infrastructure is the only

way to achieve national development and sustainability®'.

Agriculture is connected with farming and is said to be the best indicator of the health and
progress of a country's economy. Additionally, it is a process that uses all ﬁze&roduction
variables (including land, labour, capital, and man) to create crops, liveﬂ@(ﬂ;r energy, and

forest resources for human use as well as to supply the agrariar\q%lﬁscts needed by other

o A\
industries®?. QQ')&%

Livestock production, forestry, fishing, and agricultu q@action all fall under the category of
agriculture in Nigeria. Since almost 70% of t opulation works in agriculture, economic
progress in Nigeria may be challengin t@}n without developing the sector. Agriculture
contributes significantly to a nation'x&laomic growth. This comprises the generation of a
wider market for both raw mws and industrial output, the generation of employment

possibilities, the develop %? rural areas, and the contribution to national income. By

reducing inequality, Qeguces political and social unrest in a country.
2.1.13 Chm%ggof Agricultural Financing in Nigeria

Nigerl@griculture faces numerous challenges. Peasant agricultural holdings and holders
characterise the industry, which is still mostly underdeveloped. The main issues are access to
land, markets, capital, technology, and infrastructure that is affordable, simple, and assured. A
crucial element is having access to timely, reasonable, and suitable financing (in terms of tenor,

payback cycle, and agricultural credit insurance).

69



There is very little financial support for agriculture. In comparison to the 10% proposed in the
2003 Maputo statement, to which Nigeria was a member, government spending on the sector is
appallingly low at an average of approximately 2% of the annual national budget. The issue of
inadequate public investment in agriculture is made worse by the sector's low credit extension

and the Agricultural Credit Guarantee Scheme's subpar implementation (ACGS)®>.

Lending to agriculture is severely constrained by risk and unpredictability. ?e%&isk, it was
noted that small peasant farmers dominated the sector and lacked accesﬁ@ﬁ e and credit,
prompting the need for state initiatives. For instance, the Central “of Nigeria mandated
banks to lend to agriculture at a specified minimum percenta%;%}mir loan portfolio in 1969.
The Central Bank of Nigeria then took any deficiency @s ratio and gave it to the BoA's

forerunners (when it joined in 1973) to lend to ag ture. With the deregulation that came

along with the privatization and commerci?j?éﬂ%f the banking sector in the late 1980s, this

policy was abandoned. (b',é'

The 1973 founding of the NigeWgricultural Bank (NAB) held great promise for Nigerian
agricultural finance. It ap %tﬁat the reforms, as seen by the name changes from NAB to
NACB, NACRDB, @%ost recently, BoA, were merely cosmetic because they had little
impact on the @ internal efficiency or its effectiveness. The loan recovery rate at BoA was
less th @/0 compared to similar institutions in comparable economies, while in the other
economi&s, recovery rates ranged from 95 to 99. In terms of its reach, BoA only covers fewer
than 20% of Nigerian farmers, as opposed to similar institutions elsewhere where we were able
to reach as high as 99%. The issues with management, poor education and poor banking

practices among peasant farmers, staff issues (motivation, training, and development), ICT

issues, and issues with data integrity, as well as the risky nature of rain-fed seasonal agriculture
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and its exposure to diseases and pests, can all be linked to the problem in Nigeria. The
particular inherent hazards associated with agricultural loans have also prompted the formation
of numerous government initiatives and programmes. The Central Bank of Nigeria created the
Agricultural Credit Guarantee Scheme Fund (ACGSF) in 1977 to ensure that commercial banks
will be reimbursed for losses due to default after realising the security to the tune of 75% of

their exposure to agriculture. Due to inadequate implementation and é&%romised

methodology, the strategy failed to accomplish its goals. E\QO

To provide agricultural risks insurance coverage to Nigerian farme%&g Nigerian Agricultural
Insurance Scheme (NAIS) was founded in November 1987. &i&%& traditional insurers view
agricultural risks as too dangerous to be appealing, .ﬂ;%\ligerian Agricultural Insurance
Corporation NAIC (and its predecessor) was fou@with 100% government ownership to
operate the scheme. The programme incl .@ri ultural investments, agricultural revenue,

and performance, bid, and custom bon@.\aran‘[ees (NAIC, 2021). The scheme has not been

successful, according to the widd@ agreement.

Despite its subsidies, su S a}ld encouragement of the commercial banks and BoA, the
Central Bank of Ni@ appears unsatisfied with the amount, tenor, and structure of credit
going to agric t%. n order to further its development objectives, it has recently introduced

agricu @c or lending through its Anchor Borrowers' Programme.
2.1.14 Poverty Rate in Nigeria

Given that poverty has an impact on so many facets of human life, there is seldom a single
universal definition of it. Others favour political, economic, or statistical formulations, while

some scholars define the notion from cultural views. The World Bank defines poverty as any
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income of less than US$1.25 per day for the poorest nations and US$2 per day for poor
developing countries. This is a classic example of a statistical definition. This thesis adheres to
the widely accepted definition of poverty, which states that it is a state in which people do not
have enough money to meet their fundamental needs and live below a predetermined minimum
income level. The first of the Sustainable Development Goals established by. the United
Nations in 2015 is the eradication of severe poverty for all people everywhere by g@rln order
to do this internationally, 90 people needed to escape poverty every m .ﬁ‘@ Africa, 57
people needed to do this every minute; and in Nigeria, 12 pe(.)ple eeb(‘ied to do this every
minute. Unfortunately, on average, 9 individuals in Africa ex@ce extreme poverty every
minute, with Nigeria and the Democratic Republic of th'e{&lgo each contributing 7 of those.
According to estimates, 100 million Nigerians—ox%.%rcent of the population—Ilive below
the international poverty level (PPP USS$I1. 5@@). Additionally, the unemployment rate
doubled from 6.4 percent in 2014 to f& cent in 2017. Inequality was prevalent (GINI
Coefficient of 43%) not only in er@ income but also in terms of access to essential social
services and employment ogﬁlt‘ies. The recent gasoline, food, and financial crises have

made the poor's alre@

to address the iSSLN)’ overty. These include the 1962—-1985 First, Second, Third, and Fourth

It situation worse. Governments set up a number of programmes

National De‘\’%ment Plans; the 1990-1992 Three Year Rolling Plans; the 1996-1996 Vision
20103—2007 National Economic Empowerment and Development Strategy; and the
2001-2015 National Poverty Eradication Programme (NAPEP). Huge quantities of money
were invested in the programme in each of these. However, no discernible decline in the
poverty rate has been noted; rather, the trend is upward. The reasons of poverty have been the

subject of numerous research. According to research, unemployment, low economic growth
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and social development, resource underutilization, a lack of economic diversification,

inadequate investment, and bad governance are the main causes of poverty in Nigeria.

The average annual GDP growth rate for Nigeria between 2010 and 2018 was 1.07 percent,
which is significantly lower than the generally regarded healthy growth rate of 2-3 percent for
emerging nations. Since these two sectors are essential to reducing poverty, the lic has
expressed worry about the social sector's poor performance, particularly in.the Qe’}g of health
and education. Less than 30% of the budget mix is dedicated to capita'%}dqi?, which has
historically been biassed toward recurrent expenses. Low lev “industrialization and
infrastructure development are the result. The agriculture se@%n\d solid mineral resources
have been revived by governments in recent years as. %of their efforts to diversify the
Nigerian economy. Nigeria's economy is still monecultural, nevertheless. According to the
Nigerian National Bureau of Statistics (NB :ﬂ%)l and gas sector contributed more than 90%
of the country's export revenues and '@ost 70% of government revenue in 2017. Major
security challenges for Nigeria @he Boko Haram insurgency in the north east, herdsmen
attacks in the north central«and»other regions, as well as frequent abduction. Through the
removal of people fiom theirShomes and livelihoods, these have made poverty worse. Another
factor contrib tir@mpoverty in the nation is the high unemployment rate. The unemployment
rates for 2@)12, 2013, 2014, and 2015, respectively, were 6.0, 10.0, 10.0, 6.4, and 10.4
perce@wse numbers do not accurately reflect the reality because a significant portion of

those who are supposedly employed are actually significantly underemployed.
2.1.15 Social Investment

Several scholars have differing views on what social investment means. As a framework for

social policy change, the Organization for Economic Cooperation and Development (OECD)
73



first used the term "social investment" in 1997. The goal was to increase the return on social
investment through increased social cohesiveness and active involvement in both society and
the labour market. According to its own definition, the European Commission views social
investments as a collection of laws and other measures that support the development of human
capital and increase people's capacity to fully engage in political, social, and economic life as
well as the labour market. A researcher offers two broad definitions of social inv%@lt from a
different angle. From a different perspective, he describes social i Q@ent as the
encouragement of a "social investment state," with the directive that, i p%smble investment in
human capital should take precedence over the direct sup&@f economic upkeep. The
provision of funding (such as loans) or other social b& is highlighted in the second
definition. Despite the writers' differing deﬁnition@%ﬂg in human capital and improving
people's capacities, particularly those of Vu]@e groups in society, is the shared goal.
Therefore, improving people's participaf&igocial and economic life serves as the motivation

behind social investment. In the lit@e on social investment, themes of assisting the most

vulnerable and dlsadvantagegwl policies and programmes frequently appear.

2.1.16 Overview of@%cml Investment

The implemen t% of social investments in countries appears to have been spearheaded by the
Europ Qion. In February 2013, the European Commission unveiled its "social investment
package,” or SIP, for member states to accept. SIP is a comprehensive welfare programme that
includes help for housing, healthcare, early education, active labour market strategies,
retraining, and lifelong learning. When the Commission's report was published in 2013, 39 of
the EU's member countries had already started putting social investment into practice. A

researcher highlights the social investment programmes in Japan, Canada, Australia, and South
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Korea in his research. In terms of their areas of focus, he contrasts the social investment policy
reforms implemented since the 1990s by the two Anglo-Saxon liberal welfare regimes of
Canada and Australia with those implemented by the two East Asian welfare regimes of Japan
and South Korea. According to the study, the two groups of countries had comparable policy
concepts but had different target audiences and policy instruments. While Japar.l and South
Korea handled their social investment programmes from a broader Viewpo%'él%racing
children, women, and the elderly, Canada and Australia had concentra y policies on
children. The Poverty Reduction Project was a significant sociial §Q§tmem made by the
Ghanaian government (PCR). The project's overarching obj®& is to lessen poverty in
Ghana's rural and urban communities. The project's prima®%?ce of funding was a significant
portion of the Social Investment Fund (SIF), @%ent into operation in 1998. The

underprivileged were given easier access t: @Snental social and economic infrastructure

thanks to this financing. Additionally, % ved the poor's access to financial services and

empowered local governments, no@'emmental organisations (NGOs), and community-

.3

iahs escape poverty and succeeding in its primary mandate areas

PCR for helping ma@%
0

e SIF.

based organisations (CBOs) iﬁt}r) efforts to reduce poverty overall. Another expert praised

in a brief evaluati

Q

It was sug&st in a visual presentation on Latin America and the Caribbean that in order to
make progress toward the eradication of poverty, programmes to combat it must be viewed as a
component of an integrated social security policy. In light of this, the Economic Commission
for Latin America and the Caribbean identified a number of critical policy issues. These include
integrating efforts to combat poverty with efforts to ensure that everyone has access to high-

quality health and education services. On the basis of the idea of aggressively looking for
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individuals who qualify and addressing the entire poor population, it also underlined the need to
expand coverage. The development of care policies to support children, the elderly, and people
with disabilities was also seen as being highly important, as was the promotion of gender
mainstreaming in all policies and programmes. Additionally, there is a need to upgrade both
urban and rural infrastructure. One may argue that the presentation of ECLAC. serves as a
roadmap for inclusive and sustainable social investment policy. Literature al%a;gls that

social investment is made with the intention of reaching the Sustainable ent Goals in

help them have the greatest impact in the areas where d@ most needed. This is because

several Asian nations, including Singapore, Japan, China, South Kor%P.{ﬁ ippines, and India,
among others (SDGs). This is predicated on the idea that inco g SDGs into policies will

SDGs offer a comprehensive, far-reaching, and rig@% set of global goals and targets that

collectively shape a sustainable, equitable, fh@ient future for all countries, regardless of

their developmental stages. 't

2.1.17 Social Investment Prog@s in Nigeria

On what social investmen, %S\.sz experts have differing views. The term "social investment"
was first used by th@anization for Economic Cooperation and Development (OECD) as a
framework fo )\a[ policy reform as early as 1997. This was done to ensure that social
spendi @1 yield the greatest possible return in the form of social cohesiveness and active
invol&nt in both society and the labour market. From its own perspective, the European
Commission defines social investments as the collection of laws and other measures that
encourage the development of human capital and improve people's capacity to fully engage in
social, economic, and labour market participation. Social investment is the advocacy of a

"social investment state," with the principle that, if possible, financial resources should be
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invested in people rather than being used directly to support the economy. The provision of
funding (such as loans) or other social benefits is highlighted in the second definition. Despite
the writers' differing definitions, investing in human capital and enhancing peoples' capacities,
particularly those of vulnerable groups in society, is the shared goal. Therefore, improving
people's participation in social and economic life serves as the motivation behind social

investment. In the literature on social investment, themes of assisting the most %g}able and

disadvantaged through policies and programmes frequently appear. E\QO

The implementation of social investments in countries appears to h e€n spearheaded by the
European Union. In February 2013, the European Commissi%%led its "social investment
package," or SIP, for member states to accept. SIP is a f@ehensive welfare programme that
addresses a wide range of issues, including early childhood education, active labour market
policies, retraining and lifelong learning, .t‘gél and housing support, among other things.
When the Commission's report was pu%bed in 2013, 39 of the EU's member countries had
already started putting social im&ﬁd‘[ into practise. He was studying. While Japan and South
Korea handled their socialAixfegztment programmes from a broader viewpoint, embracing
children, women, arQ)lQ: rly, Canada and Australia had focused their social investment
policies on ¢ 'ldé&oThe Poverty Reduction Project was a significant social investment made
by the Gh%ai‘%ovemment (PCR). The project's overarching objective is to lessen poverty in
Ghan@ral and urban communities. The project's primary source of funding was a significant
portion of the Social Investment Fund (SIF), which went into operation in 1998. The
underprivileged were given easier access to fundamental social and economic infrastructure
thanks to this financing. Additionally, it improved the poor's access to financial services and

empowered local governments, non-governmental organisations (NGOs), and community-

77



based organisations (CBOs) in their efforts to reduce poverty overall. In a brief evaluation of
the SIF, Woodling commended PCR for achieving achievement in its primary mandate areas

and rescuing many Ghanaians from poverty?2.

Cecchini makes the case that in order to proceed toward the eradication of poverty,
programmes for reducing it must be viewed as a component of an integrated social p&[ection
strategy in a visual presentation on Latin America and the Caribbean. Age.lins i\ackdrop,
the Economic Commission for Latin America and the Caribbean identifi '} er of critical
policy issues (ECLAC). These include integrating efforts to com@d\/erty with efforts to
ensure that everyone has access to high-quality health and ed@%} services. On the basis of
the idea of aggressively looking for individuals who " % and addressing the entire poor
population, it also underlined the need to expand co e. The development of care policies to
support children, the elderly, and peopl@d' abilities was also seen as being highly
important, as was the promotion of %@r mainstreaming in all policies and programmes.
Additionally, there is a need to u@é both urban and rural infrastructure. One may argue that
the presentation of ECLAC 9&%@ as a roadmap for inclusive and sustainable social investment
policy. Literature alﬁl) 'Qsthat social investment is made with the intention of reaching the
Sustainable Dev ent Goals in several Asian nations, including Singapore, Japan, China,

South Kor%

incorposating SDGs into policies will help them have the greatest impact in the areas where

ippines, and India, among others (SDGs). This is predicated on the idea that

they are most needed. This is because SDGs offer a comprehensive, far-reaching, and right-

based set of global goals and targets that collectively shape a sustainable, equitable, and

resilient future for all countries, regardless of their developmental stages.
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In the past, the Nigerian government has purposefully created a number of social investment
programmes, mostly with the goal of resolving the ongoing issues of inequality, poverty, and
unemployment. It is categorically directed at certain points in time toward lowering the rate of
young unrest in unstable regions and states of the federation. There were a number of
prominent youth programmes during the time of Nigeria's independence in 1960. intended to
encourage social investments, particularly for the youth population. As an illus&é&lb,it was
stated that "the periods between 1962 -1968, 1970 - 1974 (Nationa .Agﬁerated Food
Production Programme-NAFPP), 1975 - 1980, and 1981- 198.5 W e.}designed by various
governments to provide basic infrastructure, diversify the %me, reduce the level of
unemployment, achieve dynamic self-sustaining grow‘tl;,\Qp@ raise the living standard of
people." Other researchers also emphasised that, f@@%w% up to 1999, social investment
programmes were focused on small and qﬂ\@ssized businesses, scale trading, reducing
poverty, especially among young % 7 as well as sectoral interactions in the
O

operationalization of the state ec no%

Operation Feed the Nation 93 Free and Compulsory Primary Education (FCPE), the Green
Revolution (GR), an@% ihitiatives aimed at reducing poverty in Nigeria were implemented
in the 1970s. Ke.oone hand, GR and OFN programmes were created and put into place to
enhance agricujtural output and make it easier for sub-sectors in the agricultural sector to
perfor eir tasks effectively. On the other side, FCPE was founded to lower the high degree
of illiteracy in Nigerian localities. Notably, these programmes achieved many praiseworthy
successes by enhancing the social and educational abilities of several residents of rural areas.

The Nigerian central bank, however, attributed the program's inability to continue to the lack of
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political will, societal unrest, and public support. The discussion that follows includes a

summary of a few of the programmes in respect to their results and production in Nigeria.
2.1.18 Structural Adjustment Programme

Nigeria approved the International Monetary Fund's (IMF) Structural Adjustment Program
(SAP) in 1986. (IMF). In order to institutionalize the necessity for reliance on the [{&@‘ sector
rather than the government set-up for tackling the core problems of the n tio%%?e economy,
this was done with a view to enhancing a swift shift from the previous%

was confirmed that the World Bank contributed roughly US$450 ‘@%’ﬂo the programme in

rm programme. It

order to foster globalization and international trade®*. The SAQ%&SO sought to reduce the state's
significant reliance on the oil industry as a mono-ec odeiversify the economy of the state,

restructure government forms and functions, prorhote non-inflationary economic growth, and

put in place workable mechanisms for bala@nd fiscal trade payments.

However, it was contended that ﬂ%& promoted inflation and had a glaringly negative
impact on income redistribytion.¥’Additionally, it influences the state's clients' personal
happiness to decline anb'% l?garchy’s personal insecurity to rise. Furthermore, the SAP
exacerbated inter og)institutional, and cross-sectoral tensions. At the economic level, it
slightly di:%ggs consumer spending and local investments for the goal of domestic
induon. Other SAP flaws were discovered, including but not limited to: a shortfall in
payment positions, a decline in foreign reserves, the transfer of managerial skills from
managing production to extracurricular activities, preserving organisational effectiveness, and a

lack of technological innovation.

2.1.19 Better Life Programme (BLP)
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The late Dr. (Mrs.) Maryam Babangida, the military head of state's wife at the time, founded
the Better Life Programme (BLP). She was the creator of the Better Life Program, which
intended to empower local women. The goal of this programme was to help the local women's
quality of life and social standing. However, it sought to raise awareness of the social and
economic problems facing rural areas. The program's intended outcome was t? help rural
women reach their full economic potential and realize their ability to support @sdves in
their local communities. The initiative was well accepted, which h‘a@x ct on rural
. @'\

For national growth plans and strategies, the programme was éiqcﬁhs the standard. It offered a

residents' lives in several ways, particularly for women.

tenable element for Nigeria's governmental system at %%ls of government. In reality, the
initiative was recognized as the foundation for National Commission for Women's
formation. Later, the commission became .R%ai ry of Women Affairs. More impressively,
the initiative aimed to address the ongoing, rural-urban movement as well as the classification
of residents who are primarily@éd for commercial and agricultural operations in rural
areas. A significant obstacle AQ%IQ program's implementation, particularly for elitist women and

those in positions o< po%, as over-dominance. The focus on the partisan women in rural

communities a@é as a result of this.

2.1.20 (@’s Bank of Nigeria (PBN)

The PBN was established in the early 1990s with the intention of promoting savings and
offering credit options to the poor in rural areas who had limited or no access to traditional
banks. This bank was established primarily to serve rural residents who required access to loans
for agricultural economic growth. In keeping with the same pattern, the PBN's architecture was

further decentralized to create Community Bank (CB). It was further expanded to make it easier
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for rural residents to receive financial services, consequently promoting small and medium-
sized businesses in the neighbourhood. It is noteworthy that the two banking schemes
experienced varying degrees of success. PBN "issued around N1.7 billion as 'in-house' loans
from monies drawn from the Federal Government coffer and N0.9 billion as loans from funds
given by the Family Economic Advancement Programme (FEAP)," it was observe.d. However,
while they were in operation, the banking schemes also ran into some problemsé&)rding to
reports, poor management and corruption played a significant role in the .@g@% loss that
was revealed by external auditors' report. According to the argumegnl% e, the audit results

N

showed that some of the liquidated institutions within. @

2.1.21 Family Support Programme (l?gQ)Family Economic Advancement Programme

(FEAP) %‘b

The two family-centered pr ammes were started by the military regime of the late General
Sani Abacha. They e@r%ﬂly thought-out family productivity initiatives. The "FEAP" and
the "FSP" were @introduced by the late General Sani Abacha, as was he. The former was
established toprovide rural families residing in rural areas with access to health care, women's
fertiht@i d care, youth participation, and a balanced food diet. In a similar vein, the Family
Economic Advancement Programme (FEAP) was established with legal obligations to create a
platform for accessing credit loans for the production, use, and processing of agricultural
products; and upgrading the small and medium enterprises through the formation of local co -

operative societies at the community level. Therefore, the substance of the programmes was
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intended to open doors for employment at all levels of the local communities. Additionally, it
encouraged the creation and establishment of manufacturing businesses, facilities, tools, and
equipment at the local level, creating employment opportunities for children from nearby
villages. Although the two (2) programmes, FSP and FEAP, were implemented to improve the
quality of life for rural residents®. However, the supporting local and international. agencies as
well as community banks presented the programmes with non-inspectorial s@ion and
weak project and loan monitoring. Additionally, there were allegedly ins.%f recipients
paying more for necessary equipment than was necessary, afld vi la%e—based adolescents
receiving training on subpar equipment, undermining the goal&@&)bjectives of the two (2)

programmes at the local level. ° \QQ
2.1.22 National Agricultural Land@;opment Authority (NALDA)

With the intention of providi st{ategic, tactical, and operational support for the development
of land and its reso@e@% NALDA was founded in 1993. The goal of this development
authority was to gggurage and support the best possible use of the land and its resources in
rural areas. rther promotes the establishment of small rural communities. There are
impo@'gnitiatives associated with this development authority, including the strategic Gains
Reserves Programs and Agricultural Development Programs (ADP) (SGRP). The agrarian
sector was significantly impacted by these supportive programmes, which had the intended
consequence of reducing poverty. It was noticed that these programmes had a substantial

impact on the country's ability to acquire adequate land for agricultural growth in a number of
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regions. It was noticed that the acquired lands were technically allotted with reference to the
management of land conservations and degradations, and that they were economically the
proper size. The programmes did, however, run into certain snags, including, but not limited to,
overstressing the legislation and overburdening the advantages and substance of the programme,

making some of them useless.

2.1.23 Poverty Alleviation Programme (PAP)

N
>

PAP was first created in 2000 with the urgent goal of providing unempl youngsters with
work in the wake of youth unrest. The goal of this programrﬁeﬁ@s t'g) get the throngs of
unemployed adolescents involved in and boost the growtl@%man capital and fast-moving
economic activity. Direct labour participation in pot @air, grass control along highways,
building maintenance, and environmental cleaning was a frequent engagement activity of the
programme. However, it was agreed that@ obstacle to the program's effectiveness was
insufficient money. Poor programme , insufficient coordination, and subpar monitoring
and assessment were further isSueg mentioned by some academics. The PAP's execution
sparked a public outcry si %Q/as accused of corruption and shoddy behaviour. In order to
assess the PAP's con@%e federal government established a commission under the direction
of Prof. Ango %1 lahi. However, other issues with the programme were also recognised,
such @(cessive politization, administrative centralization, imbalanced payment,
unconﬁable management, and high-profile levels of corruption. The committee then used
this information to create the National Poverty Eradication Programme's establishment plan

(NAPEP).

2.1.24 National Poverty Eradication Programme (NAPEP)
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In response to the foregoing, NAPEP was founded in 2001. By including all significant players
in Nigeria's administration and efforts to eradicate poverty, this programme used a
comprehensive approach. The Federal, State, and Local Governments, Civil Society
Organizations (CSOs), the organised commercial sector, research institutes, women's groups,
and concerned people made up both official and semi-formal institutions in this. In. general, the
NAPEP gave great importance on eliminating poverty, whether it was light or é{%e. This
goal was expressly stated in the program's policy framework alon i ther crucial
justifications for its implementation and coordination, including fl(:ti&@g ting poverty. This

specific goal gave NAPEP ample intention during its developm@sign, and implementation

and helped it stand out from earlier exercises®. QQ

Effective evaluation and monitoring of its operat101®yects are ensured by NAPEP. To check
the project's location, its implementation, s .igéde ivery, livelihood impact, even distribution,
and beneficial influence on the pover(té@tus across communities in Nigeria, for instance, it
closely monitors complementa%)ﬁes at regular intervals. Additionally, the evaluation of
these indices is dependent wide range of performance indicators, including the project's
goals, the calibre of @)@1 sed to carry them out, the target audiences that can be used to
gauge succes \timeline for completion, and the associated costs and expenses. The
Nigerian %ent views the programme as an enhanced or modernised version of the earlier
PAP% Analysis showed that the programme successfully engaged more than 216 000
people and trained over 130 000 kids. It was noted, however, that weak caution and forethought
seem problematic to the recipients throughout towns and localities In conclusion, the

programme received low ratings due to the lack of attention paid to its contents, a shoddy

budgetary system, corruption, and bad implementation, among other factors. One of the
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difficulties facing NAPEP is project substitution. Other difficulties include embezzlement of
project money, resource diversion, and the conversion of public monies for private purposes.
The active participation of the program's beneficiaries in determining the nature, structure, and
method of project implementation is, above all, what makes NAPEP commendable. More
shocking is the fact that while having increased capacity and active participation, the

beneficiaries still do not have enough empowerment to sustain themselves in @rogram’s

future livelihood-related engagements. E\

2.1.25 Small and Medium Enterprises Development Agency oﬂN@ﬁ(SMEDAN)

The SMEDAN Act of 2003, an act of parliament, served as&@hlcle for the promulgation of
SMEDAN. To advance the growth of the Micro, S Medium Enterprises segment of
the Nigerian economy, this agency was creat?d. A&ﬁng to a survey, MSMEs make up more
than 75% of all business categories in Ni eri\The simplicity of building up the human and
financial resources required for the es ment of MSME is recognized as the reason for this.
The agency's planned outcomes mclude lowering the high degree of poverty, eliminating the
inability of densely popul g)as to create a living, and facilitating the country's favourable
opportunity capacit@e roles are intended to be fulfilled by creating job opportunities,
fostering ope @iness competition, encouraging entrepreneurship, and mobilizing local
resour .@ditionally, this organisation is charged with developing initial policy proposals for
the e&ion and improvement of MSMEs. It promotes the development of agro-allied
production programmes and the provision of technical equipment and operational support
services in an effort to hasten the expansion, modernization, and growth of MSME activities

throughout the nation”®.
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The challenges that SMEDAN, an organisation dedicated to reducing poverty, is encountering
come in a variety of forms. These include, but are not limited to, urban sensitivity, a weak
information/communication network, limited access to credit, a deficient technological
infrastructure, a lack of entrepreneurial capacity, strict collateral requirements for loans,
corruption, and a lack of coordination between the three levels of government, among other

factors affecting the beneficiaries' attitudes, knowledge, and skills. Q')i\

However, it is crucial to emphasize that the difficulties SMEDAN faces %appear to be
no different from the obstacles hindering other government agenci¢s~frém carrying out their
duties towards poverty reduction. This is simply due t%%%act that many of these
organizations have yet to actively integrate into the @work for the social uplift and

economic revolution of people and groups from the basg/of the poverty pyramid.
2.1.26 National Economic EmpowermenQn}N)evelopment Strategy

At the three major levels of gove@%ntal administration, the Federal Government under
President Olusegun Obasanjo a%gd an economic empowerment and development policy in
2004. NEEDS merely, s@s I?e federal government's strategic framework for coordinating
and carrying out ‘AQ. erment initiatives. In a similar line, SEEDS is the federation-wide
framework %{ ate level for implementing the economic empowerment and development
agen local government agenda for carrying out the rural economic and development
strategy is known as LEEDS. The framework of the programme in series has a propensity to

rise to lofty heights in order to pay off the external debt and spur GDP development.

At the three major levels of governmental administration, the Federal Government under

President Olusegun Obasanjo adopted an economic empowerment and development policy in
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2004. NEEDS merely served as the federal government's strategic framework for coordinating
and carrying out empowerment initiatives. In a similar line, SEEDS is the federation-wide
framework at the state level for implementing the economic empowerment and development
agenda. The local government agenda for carrying out the rural economic and development
strategy is known as LEEDS. The framework of the programme in series has a propensity to

rise to lofty heights in order to pay off the external debt and spur GDP developme@
2.1.27 Subsidy Re-investment and Empowerment Programme (SURE%\ C

It might be stated that President Goodluck Jonathan's adminis'ti@ﬁnyﬁdecision to end the
subsidy regime was the catalyst for the creation of SURF:—P.Q"%&nitiative accelerated SURE-P
functionality with regard to public works, youth and o®empowerment, and It is influenced
by the high percentage of unemployment amo 1geria's thronging youth. Therefore, the
primary goal of SURE-P was to establish@ej%r‘a uate Internship Scheme (GIS) in order to
decrease unemployment among gra& s, particularly those from higher educational
institutions. Additionally, the cés&iﬁn of the programme was intended to promote economic
development and open %\.7} chances for realizing Vision 2020. Operationally, the
programme tries to (@9 unemployed graduates for a year with businesses, organisations, and
professions th % connected to their choice. The acquisition of necessary skills, gaining
adequ @erlence, and raising their level of employability are all typical objectives of this
enga&t. As it encourages the engaged graduates to meet the requirements of future

employers in Nigeria's fiercely competitive labour market, the expectation becomes goal-

oriented.

The lifespan of this scheme was somehow short due to the change in government in 2015. To

this end, it might be inconsequential to have subjected the scheme for programme assessment.
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However, the programme has mostly targeted individuals who are educated, leaving behind
many who would otherwise be unable to afford university education. It was noticed that the
plan somewhat discards the poor people who must have knowledge and skills to sustain
economic support and livelihood, not those who have formal education and training for
socioeconomic prosperity. As a result, the programme is aimed towards the nation' s elite young

people, leaving out the rural poor in Nigeria who genuinely need to be freed@r poverty

circles. E\

2.1.28 National Social Investment Programme (NSIP) \%'\

The NSIP was introduced by President Muhammad Buharl&ékatform for the empowerment
of young graduates, semi-skilled workers, semi-liter s@d unskilled labourers with little to
no level of education. The programme conten.t w&iiwded into three categories for this NSIP's
actualization, and within each category, s@'}sub—categories were added. One of the major
parts of NSIP was the N-Power Teac orps, which has subsidiaries in N-Power Agro, N-
Power Health, N-Power TeacM N-Power Community Health. The pack of N-Power
Knowledge is another %r.t)hy dimensional component of NSIP; it is intended for
individuals with the Qc’gssary degree of knowledge, which is at least secondary school, rather
than necessart %r graduates from tertiary schools. N-Power Creative, N-Power Tech
Hardw ,@d -Power Tech Software are some of its subsidiaries. N-Power Build, the third
element 6f the NSIP, is another option. It has civil divisions for automotive, aluminium, gas,
building services, construction, environmental services, and utilities. The initiative aimed to
combat hunger, reduce poverty, and improve human development indicators. With a national

coordinator, it was coordinated by the Social Investment Office under the Vice President of
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Nigeria's office. To ensure credible targeting of the poor and vulnerable, a National Social

Register had been established.

NSIP had four suite programmes designed and implemented at the national level. They were:
1. National Home Grown School feeding Programme (NHGSFP)

The objectives of the NHGSFP are to: Q:)&\(b

1. Increase the number of kids enrolled in primary education in N\i '}& d lower the
estimated 30% dropout rate that exists today. Additionally,)&mg to address the poor
health and nutrition of many children brought on by po&%\, which has impacted their
ability to learn. : \QQ

2. Through the school feeding programme, sti@e local agricultural output and increase
farmers' incomes by providing a vi L)éa,n ready market. Along the value chain, it

strives to generate employment afd have a multiplier effect on economic development.

>
2. N-Power Progra&g)

The objective of this ini@?o provide young Nigerians the skills they need to participate
actively in both ho nd international markets. Graduates, skilled, unskilled, and out-of-
school teen%@tween the ages of 18 and 35 are the target demographic. Each beneficiary
receiy, @)nthly payment of N30,000. N-Power graduates and N-Power non-graduates are
the two classifications under the N-Power initiative. The graduate of N-Power Alternatively
referred to as N-Power volunteers. The volunteers are required to offer guidance, education,

and teaching in four crucial areas (npower.gov.ng)
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i.  N-power Agro: Farmers all throughout the nation will receive advice from
volunteers. They are tasked with helping the federal Ministry of Agriculture and
Rural Development spread information about extension services.

ii.  N-Power Health: Pregnant women, kids, and other vulnerable people in society are
the focus of this. Therefore, volunteers should aid in spreading awareness of
preventive healthcare among these target groups in their local areas. Q’)&\(b

iii.  N-Power Teach: Volunteers are used as teaching assistants 1.%ian primary
schools in this area. This will assist in enhancing tlie n&q‘\s provision of basic
education. &%)\\d

iv.  N-Tax: Volunteers are expected to collaborate v«'ﬁ‘ﬁe state's tax authorities in their

\S

home states as community tax liaison Q@der this category. They are to help

spread knowledge about tax comfﬁg\%‘&%sespond to online inquiries, etc.

N-Power Non-Graduate programme @des training and certifications in two key areas,

namely: \)Q)

i.  N-Power Kno thich provides incubation and acceleration of the technology
and creat@}gustries. It is primarily aimed at ensuring that participants can get
en in market place in an outsourcing capacity, as freelancers and as

@trepreneurs.

ii. ¥ N-Power Build engages and trains young unemployed Nigerians so as to build a
new crop of skilled and highly competent workforce of technicians, artisans and
service professionals.

3. Conditional Cash Transfer
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The CCT programme aims to provide five million disadvantaged people with direct cash
transfers with the ultimate goal of enabling them to escape poverty. In the first year, 30% of the
beneficiaries are anticipated to graduate from the lowest quintile of poverty; in the second year,
50%; and in the third year, the remaining 20%. A monthly sum of N5,000 is given to each
beneficiary. The help is contingent on the recipients meeting certain obhgatlons that would

enable them to raise their standard of living. Q’){\
4. Government Enterprise and Empowerment Program Q@

This initiative aims to give entrepreneurs, market women, WOD‘@OPGI‘&’[IVGS craftsmen,
small and medium companies (MSMEs), as well as farmers &@gncultural workers, access to
financial services (loans). The goal of GEEP is n@ ide loans between N10,000 and
N100,000 without interest or the requlrem?nt %co ateral in order to achieve productive
employment and decent job for all Wome®men, including young people and those with
disabilities. Three strategies—Marke i, Farmer moni, and Trader moni—are used to

‘Z)

distribute loans.
2.1.29 Impact of SOCfa@nent Programmes in Nigeria

The Nigerian ec y has a number of difficulties, the most significant of which is the
ambiguity in ‘the des1gn and implementation of policy ideas and its useful countermeasures.
Effec@policy measures are largely absent in this situation, which would allow
unemployment and poverty to be drastically reduced from their current levels. Despite this, it is
clear that no nation-state would neglect to examine episodes of the social investment
programme without resolving their anomalies given the appalling conditions of the programme

in the dependent sector. As a result, there were coordinated efforts to lower unemployment in
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all African economies, particularly in Nigeria, which has been dubbed the continent's economic
powerhouse. However, the following topics are the social investment programmes' in Nigeria's

prospective exploratory influence.

Notably, Nigeria's productive youth have a high proportion of unemployment. Instead, creating
jobs serves as a means of dispute settlement for the majority of social investment prq@ammes
in Nigeria. The system of social investment programme was designed to ff)st @&}rowth of
entrepreneurial talents, making it easier to establish projects and skills a'%h’[ proving the
employability of graduates, particularly among other groups. %ehnployed youth. The
majority of young people have benefited from and been e@%\ered by social investment

programmes thanks to the development of entrepreneuri@ties and projects.

In terms of human capital development, Nigeri cemed to be in a low performing stage.

However, because of its limited supply, iQth' ization becomes minimal. This comment was

made even more offensive by how 1 ate the educational system was. Social investment

programmes are strongly comnw to revamping the formal education system in order to
|

facilitate the generation o n resources as a response to this. Additionally, the majority of

Nigerian youth gaVQr}ater importance to vocational skills as a solid foundation for the

generation's se%—%p\oyment.

Nota ria's inadequate infrastructure development has frequently sparked a zeal for the
ongoing growth of social investment programmes. This is done in an effort to address Nigeria's
ongoing challenges with economic development and progress and to involve young Nigerians
in all aspects of socioeconomic life. Additionally, the environment for small and medium-sized
organisations and enterprises has remained unfriendly. Therefore, social investment

programmes could be said to have played complementary roles in the development of the
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socioeconomic and physical infrastructure, as well as helping the economy's private sector

reach its full potential. Compared to the direct involvement of the government in the

operationalization of economic activity, this promoted economic growth and private investment

far more effectively. This claim was further supported by the fact that private investment had a

substantial impact on the expansion of important economic sectors. (b

Nigeria is also well-equipped to serve as a global hub for agro economic @\ Despite
>

Nigeria's potential in the agriculture sector, the high rate of unem '} roblems the
economy is facing continues to surprise. This has made the despaif~suffounding job exports
even worse. It is evident that the majority of Nigerians cﬁ to look for work abroad,
particularly in America and Europe. The domestic eco:&ﬁ@bf Nigeria will suffer as a result.
This preference for adventure among Nigeria's youth_population hinders the development of
local businesses and industries, which h%@tential to create job possibilities. Social

investment programmes were later cr%d in Nigeria for the purpose of addressing the

anomalies of employment expo@

The social investment pr %3‘? effort to improve Nigeria's economic growth prospects is
another effect. It is a@yn that accelerating the capacity growth of Nigeria's young people is a
fantastic wa % and lower the rate of unemployment there. The Nigerian economy had
underp (@e over time, particularly in the areas of resource underutilization, untapped
agricultutal potential, and bilateral trade. As a result, it was important to maintain the expansion
of all economic sectors in Nigeria with unwavering support, political will, and commitment.

Therefore, the necessity to actually diversify the economy exists.
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2.1.30 Challenges of Social Investment Programmes in Nigeria

One could observe that the government of Nigeria's programmes for youth empowerment are
entangled with issues of policy inconsistency and their ungainly breadth. The lack of
commitment was also emphasized as a role that social partners and other stakeholders played
that slowed things down. Surprisingly, inadequate policy and programme design, f@laﬁon,

and execution continue to be a major roadblock for Nigeria's social investmes%?y&tfgrammes.

Similar to this, it was made worse by subpar indicators of human cz@

opment and
inadequate funding for the programmes. . \%'\
In contrast to these policy failures, other public sector or, tions have emphasised that

Nigeria's high unemployment rate is merely the multi la'@ipact of the mismatch between the
demand for and supply of human capabilities. K of human resources hinders youth growth
in terms of potential, economic gains, and @ab e means of subsistence; in turn, this lowers

the level of youth development and its cal and economic implications for the nation?.

<
Nigeria's population is largel k&g up of young people between the ages of 20 and 40. A
national survey that loo\@o ;e factors that affect labour market demands found that "about
44 percent of the g{' nisations rated Nigerian science graduates as average in competence,
56 percent ﬂ!@m as average in innovation, 50 percent rated them as average in rational
judge ‘Q percent as average in leadership skills, and 44 percent as average in creativity.
Additionally, 60% of respondents ranked them as bad in terms of essential abilities like literacy,
oral communication, information technology, entrepreneurship, analytical, problem-solving,

and decision-making'!.
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Respectively, the above statistics gave an indication to the poor competence of graduates from
Nigerian Universities. This buttresses the unemployability nature of most Nigerian graduates
by various scouting companies in the labour markets. berated the non-inclusive nature of
development plans in Nigeria for creation of jobs. He maintained that the unemployment rate
tended to suffer an increase consequent upon lack of job provisioning. It was a growing
concern that youths were most often interested in acquiring University educatio Ai(gbminding

the course of study. This is because some courses offered at the N@@versities are
')

becoming dysfunctional and irrelevant®’. %
2.2 Theoretical Framework Q’}%
2.2.1 Classical Theory of Political Economy an@p ment

This study adopts classical theory of political @?my and development in evaluation of the
contribution of the central bank of Ni eri,tb agricultural development in Nigeria and the
relationship between development @ice and economic growth and development in the
country. The theory is conce@fﬁ economic development and the socioeconomic, political,

.3

and financial element t@h 1 restrict or promote it. However, it is the examination of the
economy, as well git‘;reation, transfer, and consumption of products and services in relation
to a particuﬂ%gﬁcal and social environment. This theory's main claim in relation to the
subje adequate access to and inflow of finance and capital to productive sectors would
increase their capital formation, productivity, and investment, whereas inadequate access to the

finance and capital required by them would cause a decline in their productivity.

The famous scholars in this theory comprised of Adam Smith, David Ricardo, Thomas Malthus

and others. Smith believes that the banking sector plays important role in channeling finance,
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capital, credit and investment to productive agents like agriculture, industry, entrepreneur and
processing agents within the economy and therefore act as a catalyst of economic growth and
development. This theory's fundamental assumption is that openness, competition, and
simplicity in the banking sector and credit schemes will encourage economic growth and
development by increasing productivity and investment. According to the theory, adequate
financial and credit resources boost productivity and investment, which in %\peed up
economic growth and development. The inverse is also accurate. Accor.' Smith, high
productivity derives from capital formation, which itself comes. fro C%pltal formation. The
building up of capital, which takes the shape of funding %ucers, producers, and

businesspeople, is crucial to economic growth and expaﬁéx%l{ Additionally, the drivers of

economic prosperity include farmers, producers, a en%eneurs.

A nation's productive sectors can obtaj 'a@ modern inputs, more labour, modern

technology, and reinvestment with the @ of sufficient financing and access to credit. These

factors increase productivity an@late economic activity in a country. Credit intake thus

influences capital formationgproductivity, and investment of the economy's sectors, which in

turn spurs growth. I@Qc omic system, the availability of financing can lead to economic

growth and deyve ent, stagnation, or even decline. The best indication of overall economic
"~

developmeé

development is crucial for real development because the financial superstructure, which

the level of financial institution development®’. It was argued that financial

includes primary and secondary securities, speeds up economic growth and boosts economic
performance to the point where it makes it easier for money to be transferred to the most
beneficial user®®. In his empirical study, however, Goldsmith calculated the value of the

development interrelation ratio, the ratio of all financial instruments at a given time, to the
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value of the national wealth and development. He found that the ratio for developing countries
was far lower than those of developed countries and concluded that because the development of
financial institutions affects development in developed countries and financial development
even lower in developing countries which led to backwardness®. Development is badly
impacted by the financial superstructure's lack of development. Integrated rural development
and basic requirements approach, import substitution, export promotion, e%&n and
diversification of agricultural export commodities, unified financial and ec. approach to
development (i.e., development financing)?>. \%.}

Any method of funding those activities could be viewed a @g a part in development
finance. Also argues that the ability of financial institu’&% successfully mobilise financial
resources for economic growth and development is ded in development finance, as is the
rise in stock assets!?. This point of view a ; Q&b es that the financial system's contribution
to the economy depends on the num%, quality, and effectiveness of its services. Two
industries were identified for de@en‘[ finance. The formal sector, on the other hand, could
be clearly distinguished intﬁslgitutions related to the money and capital markets, such as
central banks, comm@i)ma ks, the world bank, the IMF, the African development bank, etc.
The informal cé\which is characterized by: it has no formalized institutional framework, no
formal stx&tu s, no guided written rules and regulations, and they are more traditional,
consi@ local money lenders, thrift cooperative societies, and associations!’!. Development
finance is the process of financial intermediation through the banking system or other financial
institutions that plays a private role in economic development by influencing the allocation of

savings, investments, and funds, thereby enhancing productivity, technological advancement,

and the rate of economic growth.
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2.2.2 Multiple Lending Theory

This theory proposes that in the presence of strong equity markets and following a precise
consolidation, banks should be less eager to share lending (loans syndication). Banks' lending
capacities are raised by outside stock, mergers, and acquisitions, which lessens the requirement
for broader diversity and oversight through share lending!®. In view of the industryis recent
2005 consolidation effort, this theory has increased implications for Nigeriafl b I@)’S}ccording
to this school of philosophy, the traditional system sees the interest rate@%rate, deposit
rate, and financial ratio of banks as powerful, unwavering Variahle\‘!%t'hnﬂuence the amount
of loans and advances given to private citizens and corporate %%}The real theory of interest

rates is what this is known as. This is so because these \.@es are not at all dependent on the

state of the economy. The supply of capital is equal t ing under the classical system.

2.2.3 Commercial Loan Theory of Liq@
Commercial loan theory of liquidit known as the real bills doctrine was developed by
Adam Smith in 1776. The m%liq d loans a bank can make are short-term loans advanced to
.3
s

finance the transportiti(@

Smith's theory of uidity. These loans are self-liquidating because the products they are

lable items from producer to consumer, according to Adam

financing vﬂ%gold soon. The borrower receives the money to repay the bank from the
trans at the loan finances. These loans are liquid, according to Adam Smith, because
both their aim and their collateral were movable. The products are promptly moved from the
producers through the wholesalers to the retail store, where the final cash-paying consumer

purchases them..
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The "Real Bills Doctrine" is another name for this theory. It mandates that commercial banks
only make short-term loans to profitable business groups and make sure the loans are self-
liquidating. If a loan finances a transaction and the transaction generates the money to pay back
the loan, the loan is self-liquidating. A simple example of the Real Bills Doctrine is a
transaction between a bank and a company that generates new money for the economy. For
instance, a seed supplier gives a farmer 100,000 Naira (N100,000) worth of corn %&A bill is
issued with a 90-day payment term. After planting, harvesting, processin y lling during
the 90-day term, the farmer undertakes to pay back the credit.. In @e&lce, the supplier has
produced commercial paper with a value of 100,000 Naira (a "@ ""that is not secured but
reflects physical items in process) (N100,000). The provi@f%ﬁ sell the paper to a bank at its

current discounted value of, say, 98 000 Naira rathé@&aving to wait to get paid (N98,000).

The bank monetizes the paper, and the entirf V{Qe%)f the bill is collected.

The theory further asserts that loans ma'%go businesses for their working capital should make
up the majority of commercial@i assets'®. According to this theory, the central bank
should limit its advances to ba%syon the security of those short-term loans if commercial banks
confine their advanges thghtable, self-liquidating loans with short terms. This rule would

guarantee the 0|évcial banks' liquidity and a sufficient amount of money for the economy.

When s@ss grows or shrinks and the volume of trade increases or decreases, the Central
Bank adjusts bank reserves by rediscounting approved loans. Commercial banks fund the

agriculture industry by lending to farmers to cover their working capital requirements.

It is anticipated that the production, distribution, and sale of their farm products will be used to
pay off the loans. However, the idea has drawn criticism from some economists. The quantity-

theory proponents argued that in order to increase market liquidity and stabilize currencies,
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central banks should concentrate on stabilizing the amount of money, favouring active open-
market programmes like the purchase of public debt. The economists who advocate free
banking were the most outspoken opponents of the ideology. They advocated against involving
the government in the regulation of the money supply. They believed that the best way to

stabilize the creation of money is through open commercial competition.
2.2.4 Theory of Agricultural Investment :Q’}

The theory of investment is a body of knowledge that is applied during a decision making
process that involve making the right choice among investme'n@; '0?15104. This decision-
making process is more expedient when money starts t&@&me a constraining issue. It
integrates the efficient market hypothesis, portfoli n@?fy, arbitrage pricing theory, and

rational pricing in addition to the capital asset prlﬁg model'%,

Using quarterly data on investment ures for the whole durable and non-durable
manufacturing sector, investment t@ was evaluated'®, They argued that the investment
behaviour model adequately eXp ns actual investment expenditures and is based on the

neoclassical theory of o @pltal accumulation. Thus, their findings imply that the tax code

and other tools th ge)an impact on capital costs are important policy instruments that play a

crucial role %Qmmng investment expenditures.

Desp@%et dynamics, policy changes are what motivate investments in the agricultural and
industrial sectors. To put it more plainly, as part of their national food security plans, the
governments of a number of food-importing countries have supported investments in overseas

107

agriculture'”’. Along with political factors, economic pressures encourage more production

engagement by agribusiness!®®. While industrial investment is significant in high income
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countries, agricultural investment has recently increased in low and middle income countries'?.

This is due to certain structural factors, such as population growth, an increase in urbanization
rates (which examine the contribution of the global population that depends on purchasing
food), and dietary changes (such as an increase in the demand for fast food and meat in major
industrialized nations)'!®. Additionally, agriculture becomes a more appealing investment
option as global demand for agricultural products and energy rises concurrently g@\hcreased

technological and industrial capability for higher-quality outputs and profits l\qo

There are various decision rules that may be used to determine wb@sr’br not an investment
should be made while taking a high degree of profit into acco&&b\hese regulations frequently
take into account the company's capital costs, investrt%ﬁébsts, and anticipated future cash
flows from investments''?. Further studies conclu that there are four investment goals,
including growing market share, boosting @Qg pacity output, modernizing, and reducing
shareholdings. Additionally, it was man that an investment business' performance depends
on the investment practises of %@terprises. Investment behaviour was characterized by a
scholar as the way that inves«% approach, anticipate, review, and analyze the decision-making
processes. This incl@s@e sychology of investing, information gathering, comprehension
and definition re%wh, and analysis. Free access to information is crucial for determining if an
investment ﬁ

Q

investi ns are used to gather this knowledge.

will be profitable, a scholar also underlines. Research and empirical

2.2.5 Financial Growth Theory

A financial growth theory for SMEs is put forth by Berger and Udell (1998). According to this
theory, as a company expands, gains expertise, and becomes less opaque from an information

standpoint, its financial demands and financing alternatives change. They also propose that
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enterprises are distributed along a continuum of size, age, and information, with smaller,
younger, and more opaque firms being near the left end of the continuum and necessitating the
use of trade credit and initial insider financing. According to the financial growth theory model,
when a company expands, it will be able to access venture capital (VC) as a source of
intermediate debt, mid-term loans, and intermediate equity. As the company ages, gains
experience, and becomes more transparent with information, it will probably beé@to obtain
long-term finance or public equity (PE) during the last stage of the growth a

2.3  Review of Empirical Studies . \%'\

A study carried out a comparative review of roles played by @%\e, public, and international
financial institutions and agencies in financing agricult.@Nigeria. By examining the roles
performed by private, governmental, and internation. ancial organizations and agencies and
describing the research gap in the litera NN an emphasis on comparative studies on
financing agriculture in Nigeria, the st@aims to evaluate the present studies of cause and
effect. This study is grounded 4 a %ifaceted theoretical framework (structural-functional,
dependency theory, modernization theory, human needs theory, conflict and critical theories).
The study used a s@)@%literature review approach and looked at 27 pertinent sources.
Following were ey findings from the review of the literature: Macroeconomic policy,
financial a gand a bureaucratic bottleneck are all lacking. Based on the findings of the
study@iterature review described the difficulties of funding agriculture and their impact on
society. Additionally, it exposed the methodological, population, theoretical, empirical, and
practical shortcomings that could inspire additional research. By concentrating on the roles

played by private, public, and international financial organizations in financing agriculture

using multi-dimensional theories and techniques to find what the causes are, why they occur,
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what groups are affected, how they cope in the absence of funds, and what quantifies to apply
to improve agricultural finance, this comparative review study contributed to knowledge in

expanding the existing literature on cause and effect'!?.

A study examined how agricultural sector performance will be enhanced in Nigeria through
access to credit. The study used time series data from the World Development Indic‘.at%(WDI)
of the World Bank and the Central Bank of Nigeria's (CBN) statistical blillet'l@’g\the years
1998 to 2018. The investigation employed the Autoregressive Dis@%ag (ARDL)
approach. The findings demonstrated that both commercial bank&d‘i‘t to agriculture and
agricultural credit as measured by the agricultural credit g@%\ee scheme fund (ACGSF)
considerably improved agricultural performance by .T@O% and 17.05%, respectively.
Additionally, the model's two explanatory variables ble land and agricultural employment)

have a tendency to boost agricultural dée e by 65.51 and 12.40 %, respectively.

According to the study's conclusions, it% suggested that farmers be given adequate access to

finance so they may buy the agr@l inputs needed to raise output!!'“.

A study was carried out ;\) if financial development improve agricultural productivity
growth. In three seth)countries high, middle-upper, and middle-lower income classes this
study examine @effects of financial development (financial depth and financial efficiency)
on the 1i @ agricultural productivity. From 1991 to 2017, a panel ARDL model with various
delays 1" each variable was employed in this investigation. Our findings demonstrate how
crucial financial development is to the three countries' efforts to raise agricultural output.
Particularly, it was discovered that financial efficiency and depth have a greater impact on
agricultural productivity in middle-to-high income countries. Financial efficiency was shown

not to effect agricultural productivity in middle-lower-income nations, in contrast to prior

104



findings. In addition, a number of elements, including human and physical capital, can boost
agricultural output. In order to become one of the forces behind an improvement in the
agriculture sector, governments and central banks are encouraged by this research to gradually
increase financial depth. Additionally, financial efficiency needs to be raised to promote
agricultural productivity, particularly in high- and middle-income nations''>. . (b

Deposit Money Bank Credit and Agricultural Output in Nigeria was st.udi éf;}e study's
primary objective was to investigate how Nigerian agriculture is affecté%}?gmercial bank
lending. The study specifically looked at the influence of bank lendiifgsori Nigerian agriculture,
the impact of government spending on agriculture, the e%g%\)f the Agricultural Credit
Guarantee Scheme Fund on agriculture, and the im. f interest rates on agriculture.
Enhanced Dickey Fuller Tests for Unit Roots and th%dinary Least Squares were used in the
data analysis (OLS). The analysis demon@fs&@h while interest rates have a negative and
minor impact on agricultural output, b loans, government spending, and the Agricultural
Credit Guarantee Scheme Fund@e positive and significant effects. Therefore, the study
draws the conclusion that dap%shg money bank credit has a favourable impact on agricultural
output in Nigeria anQ)Qn eased agricultural production in Nigeria over the course of the
study. Accor 'né&othe analysis, strengthening the agricultural loan guarantee programme
through g&n financial support will dramatically increase its capital base. To make
agria@l finance appealing to commercial banks, the Agricultural Credit Guarantee Scheme
(ACGS) should enhance its credit guarantee requirements. A proportion of the losses sustained

by deposit money banks due to their exposure to the agriculture sector ought to be taken on by

the Central Bank of Nigeria!'®.
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Using time series data from 1981 to 2018, a study was conducted to examine the effects of
funding for the agricultural sector on the productivity of the agricultural industry in Nigeria.
The National Bureau of Statistics, the IMF data bank, the Central Bank of Nigeria's statistical
bulletin, and other sources were used to extract data for this study. AGDP was chosen as a
stand-in for agriculture sector output, whereas explanatory variables ACGS, CB?A, GEXA,
and INTR were represented by stand-ins. The model included rainfall as a contro@ble. The
Johansen co-integration model was used to confirm the variables' long-te ' %nships with
one another. In order to examine how quickly variables change fr.om the gynamics of the short
run to the equilibrium position in the long run, the vector error '@}ﬁon mechanism (VECM)
was used. The empirical findings demonstrated that AC@%S a long-term, favourable and

\

significant impact on AGDP. It was discovered@%DP during the reference era was

negatively but significantly impacted by C@@FXA, and INTR. The report suggests that

measures be implemented to diversify t% ian economy and that the government prioritize
investment in the agricultural secto requiring that a specific percentage of all loans and
advances from commercial b % o to this sector. Credit facility payments should be closely

checked. To prevent t;@\ ion of farming seasons owing to erratic natural water supplies,
h

water supply thro er basins and irrigation infrastructure should be offered. Policies and
programmes‘%gricultural financing should be designed to ensure that smallholder farmers
have %@to financial resources and to lessen the growing risk aversion of agricultural

finance providers in Nigeria'!’.

Using a vector autoregressive technique, a study examined the effects of government spending
on agriculture and other chosen variables on the value of agricultural produce in South Africa

(1983-2019). The potential for South African agriculture to spur growth in other economic
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sectors has not gotten much attention recently, however, due to declining budgetary support for
agriculture over time and the nature of other factors that affect the production value of
agriculture. Therefore, the current study focused specifically on government expenditure in
agriculture for the years 1983 to 2019. It also studied the impacts of annual average rainfall,
consumer price index, food import value, and population on the value of agricultural production.
The findings of the Johansen cointegration test show that there is a long-term lir@?ﬁween the
variables. According to the results of the Granger causality test, gove. g@support for
agriculture does not necessarily increase the value of ag.ricu ra.k output. A vector
autoregressive (VAR) model analysis revealed that a rise &Cbxovemment spending on
agriculture, average annual rainfall, and population'@qﬂﬁtimately raise the value of
agricultural production. This is because the two Vaﬁ@ re connected through other variables
in the model. The value of agricultural prod e)\ﬂ»%e other hand, is negatively impacted by an

increase in the consumer price index and& ce of food imports. The results of these research

have policy ramifications for i 1n% vernment expenditures''®

A study examined the effe fymicrocredit schemes on rice production among smallholder
farmers in Kwali are@@i buja, FCT. In the study, a survey research design was used. The
study used Ogbopondents in all, who were sampled using a multi-stage sampling
methodolo e study depended on primary data that was gathered through the use of well
const@l questionnaires. Cobb-Douglas regression analysis was used to examine the
relationship between microcredit and productivity. According to the results, 60% of the
respondents were men, 52% of them were married, and there were 5 people on average in each
home. According to further results, 70% of respondents had between 5 and 15 years of farming

experience, and 45% had a secondary education. The cooperative society is the primary source
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of finance for smallholder farmers. Education level, household size, farming experience, and
loan availability were the key factors that contributed to an increase in rice production among
smallholder farmers, according to the study. This study urges commercial banks to prioritize
agricultural loans, especially for smallholder farmers, as doing so will help rice output rise in

both quantity and quality'!’.

A
A study investigated effect of government agricultural expenditure on .60625?0\ growth:
evidence from a developing country. By examining the impact of gd@’e agricultural
spending on economic growth in the Kingdom of Lesotho, this st dkes a contribution to
this field of study. The agriculture industry was singled out b@%}vemment of Lesotho as a
productive one that is essential to achieving both the 001:?&‘ development goals and its aim of
economic growth. The methods used in this study e descriptive statistics and inferential
econometric methods (ARDL, DOLS, and : \‘G%rnger causality) applied to time series data
for the years 1982 through 2019. The ﬁ@gs imply that domestic investment appears to be a
stimulant of the intended econoﬁ@sperity even though the current amount and structure of
government farm expenditu%a!mot promote the desired economic growth and prosperity in
the nation. Therefor@l or policy for economic growth based on public spending in the

agricultural s cté\yould be ineffective. Accordingly, research advises that nations, like

Lesotho, S&l give priority to a steady increase in domestic investment'?°,

A studyQarried out a literature review on farmers’ access to agricultural credit in Ethiopia.
Reviewing contemporary literature on Ethiopian farmers' access to finance was the goal of this
study. The reviewed literature was sourced from the FAO, World Bank, Science Direct, and
Google Scholar. Age, gender, education level, family size, land size, number of livestock held,

years of membership in a lending institution, proximity to the credit centre, and income level of

108



farmers were identified as influencing factors for farmers' access to credit, according to
reviewed literature. Access to financing was found to have a favourable and significant effect
on farm productivity. The research showed that the majority of farmers had loan demands and
credit constraints. Agricultural output and income would grow if the restrictions were lifted and
farmers had enough access to loans. Therefore, the government must support microfinance

organizations in order to give farmers credit, and women's empowerment needs& ensured

for fair credit access!?!. E\

A study investigated the impact of bank credit on agricultural ;@g&wﬂy in the Central
African Economic and Monetary Community (CEMAC) fr% 0 to 2019. The results of
studies on how bank loan affects agricultural produc % are not clear-cut. The research
present a range of contentious results. The findin @contradlctory Agriculture productivity
is represented by the agricultural value ad { @ A) to the gross domestic product (GDP),
whereas the broad money supply, land,'@ation (INF), physical capital (PHKAP), and labour
supply are explanatory Variable@s the autoregressive distributed lag method. The results
of the co-integration test indi%te, that the variables are co-integrated over the long run. The
results show that thQ) is positively impacted by DCPSB, land, and PHKAP. On the
AGRVA to the broad money supply, INF, and labour have a negative impact. The
findings 1 %at the CEMAC governments should support practical measures to increase
bank@[ flow to private agriculture firms through effective bank intermediation. To secure
direct financing to agricultural operations, the governments should establish new agricultural
banks and enhance the performance of those that already exist. The Central African Economic

and Monetary Community Bank should adopt a strident policy that removes all obstacles

impeding the flow of credit to the private sector in a way that maximises agricultural
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productivity. To the mutual advantage of the banking industry and the agricultural sector,
commercial banks should extend more credit to the private sector. The governments of the
CEMAC economies should increase capital market funding since it significantly raises
agricultural productivity. The results of studies on how bank loan affects agricultural
productivity are not clear-cut. The research present a range of contentious results. The findings

are mixed; some point to good consequences, some to negative ones, and still oth%;t}U—shape

behaviour!?. E\QO

A study examined the relationship between farmer finance Nigerian agricultural
productivity. The availability of loans to farmers in Niger%&%\steadily decreased. Using
information from the World Bank Development Index .ﬂ@study investigated the impact of
farmers credit on agricultural productivity from to 2016. (WDI). According to the
Ordinary Least Squares (OLS) estimation@eﬁ%sr he foreign exchange rate nor agricultural
bank loans have a discernible impact %}gricultural output. It was argued that bank loans
significantly increases Nigeria’@ltural productivity. It was suggested that government

should encourage savings and%mk credit for farmers'?*.

In a study, the relati@p between financial inclusion and agricultural output in Nigeria was
explored from mmetric angle. In this study, the asymmetric impact of financial inclusion
on agri @al output in Nigeria is investigated using the volume of ATMSs, point-of-sale
transﬁls, mobile banking payments, and checks. Quarterly data was obtained from the
Nigerian Inter-Bank Settlement System Plc (NIBSS) and the CBN Statistical Bulletin 2021 for
the period 2010Q1 to 2021Q4. Stepwise Least Squares (STEPLS) and the non-linear
Autoregressive Distributed Lagged (NARDL) model were used in the estimation. According to

the study, financial inclusion has a favourable and considerable impact on Nigerian agriculture,
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particularly when measured through automated teller machines and points of sale. Therefore,
the study suggest that government and monetary authorities boost the distribution of Automated
Teller Machines and Point of Sales, especially in the communities where agriculture is the
primary occupation. This would help to improve agricultural productivity. We also urge that the
country's rural communities have better access to the internet. This might increase agricultural

output and provide more jobs for the populace'*. Q')i\

A study focused on the impact of agricultural financing on Nigeria's é@ﬁ growth from
1981 to 2019. The study's objective was to determine how diff&%ypes of agricultural
financing affect Nigeria's economic development over the 10@%}-. The study makes use of
the Granger causality model, the error correction m@he stationary test, and the co-
integration test. At the initial difference, all variab ere stationary, and the co-integration
test revealed a long-term link. According : \1 ort, the agricultural credit guarantee plan
fund has a favourable and consider% long-term impact on Nigeria's gross domestic
product. The gross domestic pr@&\ Nigeria during the reference period is positively and
significantly impacted by com%eq:ial bank loans and community-microfinance bank loans. The
study came to the co@)@n at all the variables used to model Nigeria's GDP were predictive.
Additionally, f@nger causality results demonstrate that demand plays a greater supporting
or promoti& e for agricultural finance instruments in Nigeria than supply does. According
to the rt, in order to make it easier for farmers in Nigeria to conduct business, the Federal
government should encourage commercial banks to offer sufficient credit facilities to the
agricultural sector through reasonable bank lending rates. Actively promoting the availability of
financing options for farmers so they can get loans with interest rates in the single digits. Social

media, door-to-door conversations, town hall meetings, and market squares could all be used to
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do this. The government should provide sufficient security, pest control methods, and seedlings

to foster an environment that is favourable to farmers!2>.

A study used data from Indonesia to examine whether loan programmes may increase
agricultural output. This study intends to investigate the effects of credit on agricultural
productivity while comparing the impact of loans coming from government progr.anp&gs with
non-program loans. It also seeks to determine the traits of farm households t.hat '\how they
use credit in their operations. 86,922 rice farm households from@ﬂ Indonesian
Agricultural Census served as the research sample for this study, used cross-sectional
microdata at the household level. To counteract selectivity %&l\m model was tested using
two-stage least square methods. Results indicate that cf@%a strong association, credit from
government programmes has little effect on icultural productivity. Additionally,
socioeconomic factors, agricultural subsi .Qer eptions of risks, and views of on-farm
profitability influence the usage of ﬁ@ing for both government programmes and non-
programs. According to the ﬁnd&{)zﬁ order to effectively increase agricultural production, the

provision of finance to a n'%lmral operations must be accompanied by the provision of

supporting incentive‘, su@a gricultural counselling and irrigation infrastructure!'26.

The Autoregft @ Distributed Lagged (ARDL) bounds test was used to examine the
connecti @etween agricultural funding and productivity in Nigeria. The investigation
employed annual time series data for government spending on agriculture, bank private sector
lending to agriculture, value of agricultural credit guarantee programme fund, and agriculture
growth domestic product. The outcome suggests that agricultural production and agricultural
financing variables in Nigeria have a long-term association. In the short run, all variables have

a major impact on agricultural productivity, but in the long run, only bank private sector loans
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to agriculture and the fund for agricultural credit guarantee schemes have an impact on
agricultural production. The granger causality test's findings, however, indicate that agricultural
credit guarantee plan funds cause changes in agricultural production, whereas bank private
sector loans to agriculture and government spending on agriculture cannot be used to forecast
changes in agricultural production. The study suggested that policies should be focused on
strengthening bank private sector loans to agriculture and agricultural credit gua%@scheme,
while government should check diversion of its funds allocated to a rl.ﬁg@through the
implementation of new approaches such as direct disbursement ot: inc&%iy\es agricultural inputs
to the farmers and ensuring that financing get to the real farmeg&%xdme as agricultural output
is seasonal, late disbursement will result in increased costs}l\QQ)
N

A similar study investigated the effect of agricultu&ancing, both public and private on the
outputs of two main sectors of agriculture; @t)&\h crop production and livestock production.
The study's objectives were to investi the causal link between agricultural finance and
agricultural productivity as wel@ong- and short-term effects of agricultural financing on
crop and livestock production.The study used two models to accomplish these goals, with each
model applying the lﬁ) t, Bounds Test, and Granger Causality Test with time series data
from 1981 to 20 ata were retrieved from the World Bank and CBN databases. Crop and
livestock }6 tion were the dependent variables, whereas public finance, commercial bank
credit riculture, the inflation rate, and interest rates were the independent factors. In order
to evaluate the significance of the link between the dependent and independent variables, the
model was evaluated using descriptive statistics. The study's objectives were to investigate the
causal link between agricultural finance and agricultural productivity as well as the long- and

short-term effects of agricultural financing on crop and livestock production. The study used
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two models to accomplish these goals, with each model applying the ARDL Test, Bounds Test,
and Granger Causality Test with time series data from 1981 to 2019. Data were retrieved from
the World Bank and CBN databases. Crop and livestock production were the dependent
variables, whereas public finance, commercial bank credit to agriculture, the inflation rate, and
interest rates were the independent factors. In order to evaluate the significance of the link

between the dependent and independent variables, the model was evaluated us@scriptive
statistics!%. E\QO

Regression analysis was used to assess the effects of agricul funding on Nigeria's
economic growth from 1981 to 2019. Four explanatory Var%%\—agricultural output (AO),
agricultural loans (AL), agricultural expenditure on tra'. @AET), interest rate (INTR), and
inflation rate (INFR)—as well as one control variab ere used in the study. All of these are
done to determine the effect that the exp ' \y ariables have on the dependent variable,
which is a proxied measure of economi%pwth called Real Gross Domestic Product. Since all
variables' absolute values for A@stics are bigger than their critical values at 5 percent, the
unit root test findings showe%that all variables are stationary at that percentage. The study
makes the following@@%ndations: There is an urgent need for the government to increase
agricultural o tp@AO) by supplying and ensuring internal security so that our farmers can
work wit@erference to increase their agricultural productivity due to the threat of
kidna@ and banditry; Agricultural loans (AL) should be used wisely and effectively in
order to avoid corruption in the disbursement process and improper management of such funds.
Policymakers should step up efforts to create policies that will enforce and encourage financial
institutions to timely and adequately disburse and monitor Agricultural Loans to the targeted

users. The government, through the Central Bank of Nigeria, should develop and implement
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institutional strengthening policies in the areas of effective agriculture financing by offering
lower interest rates (INTR) to the real sector of the economy that directly affects the ci; The
government should encourage the training (AET) of more Agricultural Extension workers who

will instruct rural farmers on the use of improved technologies to enhance increase productivity
129
AL

A study focused on the impact of government investment on agricultu.ral 0 '\ctivity in
Nigeria's main agro-ecological zones (1981- 2018). Agricultural pro@y returns were
examined using public finance data at the national level from)ﬁdgricultural and non-
agricultural sectors. The impact of public spending on agric%&rowth-drivers like health
care, farm feeder roads, and education on agricultural ) tion was also looked at. Three-
stage simultaneous equations and descriptive statis&ere used to analyze the data. Results of
a descriptive statistics research showed th Y 1981 and 2018, the average percentage of
Nigeria's agricultural public spending a%lercentage of all public spending was 4.88 percent.
Less than 25% of this budget w&&d for capital or development projects in agriculture. The

access to moderate farm feed%m,ads variable was 0.045, the access to education variable was
0.071, and the acce@@%th care facilities (within 15-30 minutes' walk to health facility)
variable was %ﬂ according to elasticity data obtained from the 3-stage simultaneous
equation. élo%lese factors were 1% significant. These findings indicate that a 1% increase in
fundi@r health care, farm feeder roads, and educational institutions will raise agricultural
productivity per person by 0.043. Consequently, the findings showed that the projected benefit-
cost ratio was 4.3:1. Therefore, a 4.3% increase in public spending on health care, farm feeder
roads, and education would result in a 1% increase in agricultural output. For four agro-

ecological zones, the assessed marginal effects and returns differ. So, improving access to
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health care facilities, education, and farm feeder roads together with quality public spending

would increase agricultural productivity'3°.

A study addressed the issue of access to credit for market gardeners in the Gulf prefecture of
southern Togo. Beyond institutional limitations, market gardeners' unique socioeconomic traits
can affect their ability to acquire loans. As a tool for analysis, the binomial logit (oésession
model was used. The database of the National Agricultural Census was rarldo Q&sen, and
452 market gardeners were included. The findings indicated that the key‘%ﬁg]uencing the
demand for agricultural finance are gender, participation in a ﬁnan(ouki&idarity organization,
sown area, marital status, kind of association, and interest rate”&%\

.QQ)

A study assessed the impact of access to agricultura cn@’on the agricultural productivity of
422 small-holder farmers that cultivate maize o&e in the Western and Eastern province of
Rwanda. Districts, sectors, cells, and hous@vere sampled using stratified, simple random,
and convenience sampling methods. red interviews were used to gather the data, and
propensity score matching methwere used to evaluate it. Results showed that farmers who
used credit had higher o@? 44%, which translates to an extra 440 kg of rice or maize
harvested on averagQA)crop—speciﬁc research found that access to agricultural financing had
no effect on ri uctivity but had a greater impact on maize productivity, with a difference
in pro r@l of 68%. The study comes to the conclusion that Rwanda's agricultural
productivity benefited from agricultural financing. Therefore, governmental initiatives should

promote the use of modern agricultural inputs and enhance smallholder farmers' access to credit,

particularly among Rwanda's rice farmers'32,

A study examined the effects of agricultural financing on the performance of agricultural sector

in Nigeria using annual time series data. The Statistical Bulletin of the Central Bank of Nigeria
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(CBN) served as the study's data source. The agricultural sector's contribution to GDP,
commercial bank loans to the sector, rainfall, government spending on agriculture, and interest
rates were all utilized as proxies for explanatory variables. The Johansen cointegration strategy
was employed to look for a long-term link between the variables after unity in the sequence of
integration. The vector correction method and vector autoregressive estimate were used to
analyze how quickly the variables changed from the short run dynamics toé%\(tglg run
equilibrium. The study discovered a long-term link between the Variable.ﬁgﬁrticular, the
Agricultural Credit Guarantee Scheme has a large and long.g,—te 'Lgnpact on the GDP
contributions of agriculture. Agriculture's contributions to G@rmg the reference period
were positively and significantly impacted by commel‘)\e@@ank loans to the sector. The
variance in the dependent variable was jointly desd@ y the independent variables and was
explained by the coefficient of multiple de a@ions. The report suggested that in order to
ensure effective application and use of f&i&s, the annual amount that the agricultural credit
guarantee plan injects into the in%% should be increased, and appropriate supervision

N

procedures should be establis dfj.

Impact of access to a@s@% credit on the productivity of Togolese farmers was investigated.

This study ai e(gsevaluate the effect of agricultural credit availability on Togolese farmers'
%

output. Th@f

those do not. Additionally, farmers who have access to loans are more productive than

ings indicate that farmers who have access to financing perform better than

those who do not. Therefore, increasing agricultural output requires having access to loans.

When formulating its agricultural policy, Togolese decision-makers must give procedures that

facilitate access to agricultural financing more consideration!3*,

117



A study examined agricultural funding-based contributions and performance of Nigerian
agricultural sector. In order to evaluate the performance of the Nigerian agricultural sector, this
study, which adheres to the recommendations of the financial intermediation theory, focuses on
the relationship between agricultural funding-based contributions and performance of the
Nigerian agricultural sector from 1986 to 2018. It uses data from the Work Ban.k Economic
Outlook 2019 and the Central Bank of Nigeria's 2018 statistical bulletin, relying&bex—post
facto research design. Crop production (CRP), livestock production (LSP y production
(FRP), and fisheries production (FSP) serve as the dependent Vari.ablgv{li e total government
expenditure (TGE), agricultural credits (ACG), and foreign dire@%\'estment (FDI) serve as the
independent factors. Jarque-Bera, Breush-Godfrey, Breug\lﬁ&%n Godfrey, and Ramsey reset
are used in the study to test for normality. The Adg% d Dickey-Fuller (ADF) technique is
used to test for stationarity. Fully Modifi e@inary Least Square (FMOLS) and Engle
Granger Single Equation Co—integrati% s are used to look for potential relationships
between the sets of variables. % ing to the analysis, the study's findings show that TGE

.3
continues to have a i@ ationship with each of these variables. TGE and FDI, on the

and AGS are significantly %fa ourably associated to CRP, LSP, and FSP whereas FDI
other hand, have a)Qe’g 1ve association with FRP, but AGS has a good relationship with FRP.
All of the V‘@es considered in the four models have a long-term association, according to
the ation analysis. Based on this, the study came to the conclusion that the
performance of the Nigerian agricultural sector has a considerable and long-term association
with agricultural funding-based contributions. According to the research, government spending

on the industry should be increased while the agricultural credit guarantee programme should

be strengthened'3>.
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A study empirically investigated the link between agricultural output growth and government
spending in Nigeria from 1981 to 2018. The investigation of stationary variables was conducted
at various levels using the Augmented Dickey-Fuller (ADF) test. Since it allows for the
inclusion of fractionally integrated variables, the mixture in order of integration required Auto
Redistributed Lag (ARDL) and Bounds co-integration. The findings demonstrate tlze short- and
long-term effects of public spending on the expansion of agricultural output ir@g&ria. Any
reduction in government spending on the agricultural sector, according to t c % implication,
will have a negative impact on Nigeria's agricultural output grov&:th. li%ht of Nigeria's weak
agricultural output growth, which is accompanied by corrup{ﬁb\md sector-specific policy
reversals. The study is pertinent for the following rc&%g%ndations, which are that the

government should step up efforts to ensure food se@l rough improved agricultural policy,

efficient loan channeling across the board, fn@?inable budgetary measures that can result

in actual growth!'3, 't

A study in Zimbabwe assesse%ﬂating farmer access to bank credit using the bankers’
perspective. The purpose 18 study was to identify methods suggested by the lenders
themselves for boos@) r access to bank credit. A sample of 12 registered commercial
banks in Zim al@\were used to gather primary data for a structured interview guide, which
was then gﬁ:ally analyzed. Key tactics for encouraging bank credit availability include
huma@ital building efforts that improve agricultural production and business management
expertise. To provide farmers with productive assets to improve viability and loan repayment
capacity and to satisfy severe collateral requirements by banks, on- and off-farm investments in
physical assets were also recommended. Activities for social capital construction that increase

farmer knowledge through connections were also seen as essential for improving finance access.
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Therefore, policy should enhance agricultural extension services to increase farmer knowledge
and finance farmer-led initiatives to develop farm infrastructure. In order to share risk and
expertise, farmers should form farmer-based groups and enroll in personal development courses
in agricultural production and business management. To accommodate farmers, banks are
urged to use locally flexible lending structures'?’. . (b

The effect of Nigeria's agricultural public spending on agricultural producti.vit Q’gg\examined
in a study. The study's pertinent time series data came from secondary sd%%a from 1981
to 2014 were included. To estimate agricultural productivity an g%mment spending, we
employed a system of equations approach using the cointegra% d error correction model. It
was also assessed how different aspects of gove v § spending affected agricultural
productivity. According to the study, agriculturalpgc capital investment has a favourable
influence on agricultural productivity that .\'Péﬁ over time, even though recurrent and total
agricultural public expenditure do not. %study also suggested that state capital spending in
agriculture can support privat@iulmral investment. The study demonstrated budget
discrimination in Nigeria ag%nqt public capital expenditures for agriculture. Finally, the
analysis showed that@) spending on agricultural irrigation not only had the highest Benefit
Cost Ratio of 4. ompared to 0.74 for input subsidy), but also encouraged greater private

>

investmené

We conglude by advising that the rate of agriculture budget execution be increased via hasty

iculture than spending on R&D, rural development, and subsidy programmes.

budget passage and prompt budget implementation. Public spending on agriculture should be
reorganized to prioritize investments in rural development, irrigation, and R&D, which

currently get smaller financial allocations in Nigerian agricultural budgets'3.
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Access to credit and agricultural productivity with evidence from maize producers in Benin was
assessed. As a result, the study adds to the discussion and seeks to ascertain how loan
availability affects agricultural productivity in Benin. In order to do so, we employ the
endogenous switching regression model to account for any potential selection and unobserved
heterogeneity problems that may arise from this effect study. The statistics utilised originate
from the databases of the National Institute of Agricultural Research of Benin (ﬂ\%@, a body
connected to the Ministry of Agriculture of Benin. The findings indicate t. rs affecting
growers' access to credit include education, the amount of fertili.ser e(L\ and the adoption of

improved seed varieties. When farmers have access to ﬁnancing& production rises by about

30.67 percent, necessitating extensive and Well—coordinaﬂ:@ggmment activity'®.

Using time series data from the Central Bank of NngStatistical Bulletin and Annual Reports,
a study assessed the effect of governme .p‘o%i on agriculture on the production of the
agricultural sector in Nigeria over the %ﬁ 1981-2018. The labour force, capital expenditure,
recurring spending, agricultural{loans, average annual rainfall, interest rate, and economic
reforms were all stated as ﬂ%ﬁpns of agricultural value added. The time series data were
stationary at 1(0) anQ)Qo ing to the Augmented Dickey-Fuller unit root test, which was
used to dete ilQMether the data were stationary (1). The bound test cointegration in the
model su%s a long-term connection. According to the research using the ARDL model
techn@capital expenditure is positively correlated with agricultural output and statistically
significant at 5% in the present year. It was known that after a year, the effect of capital
investment on agricultural output starts to wane. Recurrent spending, however, has a
detrimental and negligible effect on agricultural productivity. Governments at all levels should

intensify and raise spending on capital goods in the agriculture sector, the report advises.

121



Government capital expenditure purchases should be carefully scrutinized. This will guarantee
that the appropriate and reliable equipment is purchased. There is a need to reorganize overhead
expenses in the sector with regard to recurring expenses that reduce agricultural productivity.
All Nigerian government entities involved in agriculture should be closely scrutinized, and
overhead costs should be reduced'*. i (b

Commercial Banks Credit and Agricultural Development in Nigeria was stu '@’.(E\xamining
the impact of commercial bank loans on Nigerian agricultural devel‘(@l%Qs the study's
principal goal. The precise goals are to: Examine the impact, ()'Q%\R} credit on Nigerian
agriculture, Analyze the impact of government spending %&}eria's agricultural output,
Analyze how Nigeria's agricultural output is affected @e Agricultural Credit Guarantee
Scheme Fund Use secondary information gathered the Central Bank of Nigeria's Annual
Reports and Statement of Account to analyé impact of interest rates on agricultural output
in Nigeria. In order to examine the d econometric methods were used. Unit Root and
Ordinary Least Squares (OLS)4testSwdre enhanced versions of the Dickey Fuller and Philip
Perron tests, respectively. Tbﬁ%malysis demonstrates that while interest rates have a negative
and minor impact or@) Itural output, loans to the agricultural sector, government spending
in the agricult ra&‘wtor, and the agricultural credit guarantee scheme fund do not. Therefore,
the study &a the conclusion that commercial bank lending has increased agricultural
prod@ in Nigeria over the study period and has a favourable impact on agricultural output
in Nigeria. According to the analysis, strengthening the agricultural loan guarantee programme
through genuine financial support will dramatically increase its capital base. To make

agricultural finance appealing to commercial banks, the Agricultural Credit Guarantee Scheme

(ACGS) should enhance its credit guarantee requirements. A portion of the losses made by
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deposit money banks due to their exposure to the agriculture sector should be covered by the
Central Bank of Nigeria. This would increase agricultural productivity in Nigeria and further

bolster the confidence of lending institutions'#!.

Food production and agrofinancing in Nigeria were studied. The goal of the study was to assist
Goal 2 of the 2030 Sustainable Development Goals (SDGs), which is to "end hun.ge(@chieve
food security, improve nutrition, and promote sustainable agriculture." .Th @}sis used
annual data from the Statistical Bulletin of the Central Bank of Nigeria‘@’%d the World
Development Indicators (WDI) of the World Bank to cover the yeal\‘b'%hthrough 2018. Agro-
financing is statistically important in explaining the level gsﬁ\od production in Nigeria,

according to research using the Johansen and Canonical @gration techniques'*2.

A study carried out an empirical analysis. on, the impact of agricultural productivity on
economic growth and poverty alleviatio@COWAS countries. Debates on whether the
continent can endogenously use its Itural potentials to address these challenges are
sparked by the fact that manywzafl countries still struggle with basic welfare issues like
hunger and extreme pove %1.33 study uses panel data from 13 ECOWAS nations that cover
26 years (1990—201@ investigate the effects of production parameters on agricultural
productivity %@sider whether and how agriculture may be used as a weapon for growth
and po eduction in the region. The study discovered a positive and substantial association
betwﬁvated lands, physical and financial capitals, as opposed to labour employed, on
agricultural productivity by linearizing the Cobb-Douglas production function and utilising
fixed effects (FE) using nation dummies. Next, we demonstrate how agricultural productivity

may be a pro-growth and anti-poverty strategy utilizing the 2SLS/IV and GMM/IV techniques.

The study also reveals that there is significant interaction between non-agricultural productivity
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and agricultural productivity, and that the agricultural productivity gap (APG) lowers both
growth and the poverty index. These findings are followed by a charting of the transmission
mechanisms for decision-makers so they can comprehend the connections and pathways

through which agriculture productivity impacts the whole economy'#?

A study examined agricultural credit and agricultural productivity in Bangladeshcg}ng an
econometric approach. This study attempts to look into the effect of agrlc @}credlt on
Bangladeshi agriculture productivity. The Bangladesh Bank (BB), Mint %Qance (MoF),
and Bangladesh Bureau of Statistics (BBS) yearly time-series data ﬁsed in the empirical
research from 2000 to 2019. The autoregressive distributed I@DL) bounds test approach
was used in this study to explore the short- and long-. Qtorrelations between agricultural
credit and agricultural productivity as well as @control variables. The study's results
showed that there are both short- and .ﬁ)g\;w links between agricultural loans and
productivity, with other dynamic Var@.es like inflation, interest rates, and government

spending on agriculture also ha@mpact on agricultural productivity. This study comes to

the conclusion that increasing%lgyicultural credit growth would assist Bangladesh's economy

thrive through increa@g)@rl Itural productivity'#4.

A study set o %investigate the impact of Central Bank of Nigeria's interventions on the
agric%@c or within an economy-wide framework of general equilibrium modelling. With
some madifications to the standard model created by the Centre for Econometric and Applied
Research (CEAR), the study used a dynamic (recursive), two-sector general equilibrium model
of the Nigerian economy. It also included the contributions of the CBN's agricultural-based

interventions as increases in the stock of agricultural capital in order to have a more robust size

of interventions into the agricultural sector. The modified Input and Output Table for 2011
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served as the source of the SAM used for the CGE model study. Results revealed that
interventions increased government revenues and increased exports of agricultural commodities,
while marginally decreasing the volume of intermediate goods imported into the agricultural
value chain. Prices of agricultural commodity exports also increased slightly in the fifth year
after the interventions, contributing to a marginal decline in government subsidy expenditures.
Results revealed that interventions increased government revenues and increa%;é{ports of
agricultural commodities, while marginally decreasing the volume o i diate goods
imported into the agricultural value chain. Prices of agricultliral ﬁru\modity exports also
increased slightly in the fifth year after the interventions, contr@g to a marginal decline in
government subsidy expenditures®. ° '\QQ
S

A study assessed agricultural credits and agriculture@luctivity using cross-country evidence.
In the study, cross-country data was pr .®t suggested agricultural credits increase
agricultural productivity. Results in part'@ar showed that doubling agricultural credits results
in an improvement in agricull@?luction of about 4% to 5%. The agricultural GDP
component and farm laboﬂgmpductivity were the two different agricultural production
indicators used in Q)@l v The study demonstrated that agricultural credits are largely
dependent on thégicultural component of GDP in developing countries and agricultural
labour productivity in wealthy nations by combining panel data with instrumental variable
appro@. This shows that as a country develops, the nature of the relationship between
agricultural finance and agricultural output changes. According to the study, the growth of the
agricultural finance system encourages entry into the agricultural labour market, pushing up the

agricultural component of GDP while lowering agricultural labour productivity in developing

nations, while in developed nations, it results in an increase in agricultural output that is labor-
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augmenting. We contend that the primary factor influencing the labour market reaction is the
replacement of the informal credit channel along the development path with formal and

advanced agricultural credit markets!4>.

A study examined economic assessment of government expenditure on agricultural sector in
Nigeria, in order to establish if it has any direct link with economic growth. The speqi&: goals
were to investigate the links between recurrent spending and economic .gr% determine
whether capital spending and economic growth are related, find out if '\fc 1 bank loans
and advances to agriculture are related to economic growth, imp&a'ﬁe the links between
agricultural credit guaranteed scheme releases and economic @%}and investigate the effects
of government spending on agriculture. For the analys@ime series of data from 1981 to
2017 was gathered from the Central Bank of Nigeria. Indicators of government spending
included recurrent expenditure, capital exp .ft:%e, ommercial bank loans and advances to the
agricultural sector, and loans made und@e agricultural credit guarantee system. Real gross
domestic product (RGDP) was &{1)23 a proxy for economic growth. The acquired secondary
data was analysed using th&‘%ea{son correlation and Ordinary Least Squares methods. The
findings show a Si@)f@'lt ositive correlation between economic growth and recurrent
spending, a v @h positive correlation between economic growth and capital expenditure, a
very high 6(;‘%76 correlation between economic growth and loans and advances from
commetgial banks, a negligible positive correlation between economic growth and loans from
agricultural guaranteed scheme, and a positive correlation between government spending on
agriculture and agricultural sector output. Based on the findings, it was suggested that the

government arm farmers with tools, resources, and technology, as well as create and put into

practice policies aimed at improving the agricultural sector investment in Nigeria'%®.
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A study evaluated Agricultural credit guarantee in Nigeria and the uncertainties of the
macroeconomic environment. This study evaluates the ACGS within the macroeconomic
framework of Nigeria. It evaluates the actual value of loans that have been guaranteed over
time, examines agricultural output in the context of a credit guarantee programme for farmers,
and examines the impact of changing interest rates and other factors on the volume of loans that
have been guaranteed. Descriptive and inferential statistics were used to ana%%\the data.
According to this analysis, the macroeconomic setting has not been fa .ﬁg for ACGS
activities. Credit guarantees help boost agricultural output, but po.lici thg\t make interest rates,
inflation, stock market capitalization, nominal exchange rat}i d other macroeconomic

factors favourable to and supportive of the agricultum@%&r would greatly increase the

quantity and value of guarantees, as well as the pﬁ@lce of loans and agricultural sector

output!¥’. C©

Agriculture credit and its effect on the @ of some cereals were the subject of a Togo study.

The goal of this study is to e)@ how agricultural credit affects Togo's productivity of

paddy rice, sorghum, and eny The findings show that credit significantly and favourably

affects these produc@t)@ e sort of credit has an impact on this general outcome, though.

The productivity, aize and sorghum is positively and significantly impacted by in-kind
i

credit, wheé

in har rrency on production are negative for maize, favourable for sorghum, and

addy rice output is not significantly impacted. Contrarily, the effects of credit

insignificant for paddy rice'*®,.

Impact of agricultural financing on Nigeria economy was examined. The importance of
agricultural surplus for the structural transformation accompanying economic growth is often

addressed by development economists. The impact of agricultural finance on the expansion of
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the Nigerian economy is experimentally evaluated in the study. In this work, secondary data
and estimates from multiple regressions using the Ordinary Least Square (OLS) econometric
technique were used. According to the model's output, resources controlled by commercial and
specialised financial institutions will be utilised to finance investments more effectively.
Furthermore, in order to boost the agricultural sector's productivity growth, there is a pressing
need to increase the amount of credit available to it. For an agriculturally led eco@\;}growth,
it is advised that maintaining credible macroeconomic policies that }%x vestment in
revamping the agricultural sector and the debt-equity swap option.aae\"%)% ant'#,

A study assessed the impact of financial development on agric Crx/'al\lz)roductivity in South Asia
using data for the period 1973-2015. Physical capita.&l@ian capital, trade openness, and
income level are also factors. All variables were discovetred to show cross-sectional dependence
and to be stationary at initial differen ..‘QH as discovered that variables' long-term
cointegration holds. According to the e%@ted results, financial development has an inverted
U-shaped relationship with agrieﬁltu@production, meaning that as financial development rises
initially, agricultural produc'm&&y'rises, and as it rises further, agricultural productivity drops. A
increase in both ph){&a)gn human capital leads to an increase in agricultural productivity.
Agricultural p o%\wn grows together with trade openness and income level. The results of
the robus@alysis show that terms of trade have a negative effect on agricultural
productiyity. Additionally, carbon emissions and the rural labour force have a detrimental
impact on the region's agricultural production, whereas industrialization has a favourable

impact'*,

The real gross domestic product of the nation was thoroughly examined in a research to

determine the effects of guaranteed agricultural finance on the production of oil palm, cocoa,
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groundnuts, fish, poultry, cattle, roots, and tubers. The Central Bank of Nigeria's statistical
bulletin of various topics served as the source for time series data. The data sets were collected
over a period of 37 years, from 1981 to 2017. For its analysis, the study used the
Autoregressive Distributed Lag (ARDL) model. The Phillips Perron stationarity test was
employed to establish the order of integration despite prior estimation and the presence of
numerous exogenous variables because of its resistance to serial co@% and
heteroskedasticity. The study used the Newey-West covariance matrix esti .MQ@ provide the
lag criterion based on the LR, FPE, AIC, SC, and HQ. The VYald es’g\ which supports the
findings from both short-run and long-run models, demonstrate@o guaranteed agricultural
financing has a statistically significant impact on real gr %?mestic product. Therefore, the

report suggests more money and focused efforts t@ which of the suggested agricultural

investment has the biggest influence on gro&&@

A study examined the effect of gover%n‘[ agricultural spending on agricultural output in
Nigeria. A function of the rate@vemment spending on agricultural, management level
(dummied), technology leve%mmied), and labour in use proxy are all exogenous variables in
the model developet@)@e tudy. The National Bureau of Statistics (NBS), CBN economic
and financial e@o bulletin, and CBN annual reports covering the years 1999 to 2012 were
used to co&i annual time series data. For the purpose of conducting an empirical analysis,
the st used descriptive test statistics, econometric techniques such as the Augmented
Dickey- Fuller (ADF) unit root test, and the Engle Granger single line co-integration test. The
unit root results indicated that all of the model's variables are level and stationary. The co-
integration test demonstrates that the variables have long-run equilibrium relationships. In order

to achieve a corresponding output or performance of the sector in Nigeria, the study advises
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that actions be taken to drive the agricultural sector through consistent policies, robust funding,
and infrastructural development, judicious use of allocated resources, and above all, a genuine

democracy and good governance in Nigeria'*2.

Effect of agriculture financing on agriculture productivity in Nigeria was examined.
Agricultural operations in Nigeria over the past years have largely remained primitivec&sulting
in very low productivity due to inadequate application of modern techno.lo .@}&’:\a typical
Nigerian farmer, the cost of agricultural equipment like tractors, harvest%;;étgs, and son is
too expensive and out of reach. The fact that agriculture financing.h Several years suffered
major setbacks due to some inhibiting factors, such as low @%}mral productivity, lack of
capital and inaccessibility to credit facilities, inadeq@vailability of input and storage
facilities, lack of conductive and enabling environ , weak agriculture exports, and others,
has made it difficult for farmers to obtain 'a;}m to modernise or expand their farms. The
choice of research designs used in this s'@r is the deduction approach combined with archival
and documentary research, whid%l)%lves secondary data acquisition. The study's population
is made up of data from 2000%0\2015 (16 years) on the total yearly financial expenditure on
agricultural equipm@)%n Itural productivity output, and export earnings. Used were
secondary da é&ﬂnnual cumulative agricultural financial expenditures (AF), agricultural
productivitéin icator, and export profits (EE). The study's conclusions showed that agricultural
fundi@gniﬁcanﬂy affects the development of mechanised farming technology and crop
output. The study therefore recommends that agricultural intervention agencies and financial
institutions make an effort to boost credit finance given to agricultural equipment, as this is a

sustainable approach for the sector's technical improvement for greater output'>3.
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A study in South Africa assessed the impact of government expenditure on agricultural
productivity. This study, which uses annual time series data from 1983 to 2016 to investigate
the impact of government spending on agricultural output in South Africa, considers the
importance of agriculture in an economy, particularly in Africa, and the ensuing role of
government. It has been demonstrated that there is a long-term relationship between
government spending on agriculture and agricultural productivity, with a long@positive
significant influence to be anticipated. In an era of climate change and a hi ; bgﬁimercialised
agriculture system, the research emphasises the indispensable. o) o{ the South African
government funding of the agricultural industry. The expected @tivity growth impact will

only be felt in the long run, all other things being equal,“g& e low and declining pattern of

government expenditure in the sector in South Af@he short run, increased government

financing for the industry could hasten the aftip\i(@kfi increase in agricultural output!*,

A study empirically evaluated the nexu ween public spending on agriculture and Nigerian
output growth. The study used s@y data, which covered the years 1981 through 2016. To
investigate the link betweem%qgelevant variables, some statistical approaches were applied.
By using the cone@m& test and the heteroskedasticity test, the study analyses the
stochastic pro e@ of each time series. Then, using the ordinary least squares method of
analysis, U& lationship between the growth rate of real GDP and public spending on
agria@l was looked at. The results demonstrate that Nigeria's agricultural development has
a favourable impact on the country's economic growth. All of the model's significant variables
also demonstrate that the output of the agricultural sector has a favourable impact on Nigeria's
economic growth over the study period. Based on the findings and recommendations, the study

suggested, among other things, that the government raise its budgetary allocation to the
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agricultural sector and subsidize the purchase of modern farm tools in order to contribute more

to Nigeria's economic growth'>,

Government expenditure on agriculture and economic growth in Nigeria was examined.
Therefore, the study investigates the connection between government spending on agriculture
and Nigerian economic growth (1985- 2015). Two objectives and two research @uestions
served as the framework for the study. Using multiple regression analysis ar.ld t %&;l\ansen co-
integration test, the hypotheses were put to the test. Government spendi \égicultural and
economic growth in Nigeria are positively and significantly correla ccording to the study's
results from multiple regression analysis. The Johansen co-in@%ﬁ\on test result demonstrates
that there is a long-term relationship between the Varial.a@&cause the trace test statistics and
max-eigen value test each reveal five co-integrating ‘eguations at a 5% level. The low level of
domestic savings estimates was indicative Q@c that domestic savings in the nation did not
contribute to economic growth, and it'é,necessary to promote domestic savings to avoid
challenges faced by small-scale@s in obtaining soft loans and investing in adequate and

mechanised farming equipment. Recommendations were given based on the findings, including

that the government‘cre% p%rlicies to encourage domestic savings and government spending

nationwide in §r®o foster economic growth!>6,

In Ni 'a@om 1999 to 2015, a research examined government spending on agriculture and
how it affected the country's unemployment rate. For analysis, time series data were gathered
from secondary sources including the World Bank Trading Economics, the National Bureau of
Statistics, and the Central Bank of Nigeria Statistical Bulletin on the unemployment rate,
government recurrent/capital expenditure on agriculture, and gross domestic product.

According to the coefficient of determination R2, changes in government capital and recurrent
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spending as well as economic development were responsible for an 84.3 percent change in
Nigeria's unemployment rate. The F-Statistics revealed that there is a high linear dependency
between unemployment and government spending, with a value of 8.05 percent and a
probability value of 0.3 percent. The outcome showed that there was no statistically significant
association between government spending and unemployment, that is, unemli)loyment in
Nigeria is not being reduced. In order to achieve the 10 percent Maputo Declar@n\of 2003,
the report advised the federal government to quadruple the amount o . %allocated to

agriculture in the annual budget. This is anticipated to free monies t& Q\n balance, should be

used to promote agricultural development and, in turn, lower un@ymentm.

Q

Using time series data from 1981 to 2014, a study %sed the impact of government

agricultural spending on agricultural output in N@ he results of the unit root test showed
t

that all the variables were integrated at @«9

examined using the unit root test, co-i@ation test, and vector error correction model. The

rder difference after the data had been

Johansen co-integration tests, WOther hand, showed that there was a long-term link
between agricultural output&%l'government agricultural spending. The results of the vector
error correction mod@@v that changes in total government agricultural spending, the real
exchange rate b@mg system loans to agriculture, average annual rainfall, and the rate of
populationéro th all had a quick impact on agricultural output. Average annual rainfall and
the rat domestic population increase were each individually significant at 1% levels in
influencing agricultural output in Nigeria. In Nigeria, the rate of domestic population growth
outpaced agricultural output, which was subsequently followed by average annual rainfall,
government spending, and finally the real exchange rate in terms of importance. In order to

reduce the rate of rice importation in the nation, it was advised that the government not only
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adequately fund agriculture by maintaining a healthy population but also encourage a
mechanised agricultural system by using modern technology and inputs to boost yields in local
rice production and other farm produce. Government should also make sure that meteorological
organisations that forecast annual rainfalls are adequately funded, cared for, and that their
recommendations are put into practise in order to achieve high farm yields each year and food

self-sufficiency, thereby minimising agricultural losses caused by weather ﬂucl@lo\[s in our

agricultural climate!3%, ,%\QO

Since the discovery of crude oil in 1960 and the ensuing eco ‘boom, crude oil has
replaced agriculture as the primary export earner. Severa&%%\ultural programmes were
started to promote the sector's performance in order to @se its significance and guarantee
food security. The majority of these initiatives included in the various National
Development Plans from 1960 to 1985, t%ﬂ%ﬁ ral Adjustment Programme from 1986 to
1988, the National Economic Empowe%nt and Development Strategy from 2004 to 2007,
the Agricultural Transformatio&%dn Plan (ATAP) from 2011 to 2015, as well as other
transformation initiatives thaf\ lave been adopted by governments. The agricultural value
chain's four major s@)@ ere the focus of these activities. These include expanding access

to land, inci&%in@wduction of specific crops, providing input support mechanisms through

import waivers, and export incentives as part of the government's budgetary policies, and

givin@ners loans at low-interest rates.

More prominent attempts were made by several state governments to stimulate private sector
participation in commercial agriculture in their states, which is a vital component of improving

access to land as a determinant in agricultural production.
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For the construction of commercial farms, the states of Kwara and Cross River, for instance,
began public-private sector collaboration programmes. The effort, which started in 2004, sent
Zimbabwean farmers to Kwara State, where they started producing grains, rice, cassava,
vegetables, dairy, chicken products, and tobacco. The state government set up amenities like
feeder roads, security, telecommunications gear, and irrigation systems to help these farmers.

The farmers were to sell to potential bulk purchasers, such as feed mills and otl@inesses,

according to the marketing plan implemented. E\QO

The Cross River state government also made it easier for private fa to access property for
commercial agricultural use by leasing them 22 farms totali%&?ﬂy 71,809 hectares. They
also made sure that they received their legal title cert%% on schedule. It also created an
environment that was favourable by giving seeds, fertiliser, technical aid, and financial support
to a number of privately owned farm esta@‘i@ition, some state-owned oil palm, rubber,

and cocoa estates that had previous(lél%ﬁ:n in ruins were revived, privatised, and in the

majority of cases leased in sma@\ks to private farmers.

Recent government adminyj %(;}15 launched a number of presidential initiatives to boost the
local production of szn cash and staple crops. The Federal Government adopted a variety
of strategies 1 @Ol, including the widespread production and distribution of enhanced
seedli @e acquisition and distribution of essential inputs, the facilitation of fiscal
incentivéS necessary for profitable production, the efficient coordination of institutional

support, and the development of farmers' and processors' capacity.

In order to meet local need by 2006 and produce for export by the end of 2007, the
Presidential Initiative on Increased Rice Production was created. Its goal was to reduce the

rising rice import bill, which reached N96.012 billion in 2002. 3.0 million hectares of land
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were supposed to be under cultivation by 2007 in order to produce 9.0 million tonnes of milled
rice or 15 million tonnes of paddy. In order to boost domestic production, it was intended to
ban rice imports starting in January 2007. By the end of 2010, it was hoped that the
programme on cassava production and export will increase annual production to 150 million
MT. . (b

The export of 37.6 million tonnes of cassava products, such as starch,. chi \'}edicines,
adhesives, and other value-added goods, was also projected to gene@%ﬁ) billion in
revenue annually for the programme. The Growth Enhanceme@l&me was established
under the Agricultural Transformation Agenda (ATA) %&}Government to register
smallholder farmers and offer specialised input subsi .'e$uch as access to fertilisers and

seeds. Between 2011 and 2014, nearly 14 million f&s received subsidies (Federal Ministry

of Agriculture and Rural Development, 20@;\\»

Similar to this, through the implemen@ of the Presidential Initiative on Vegetable Oil and
Tree Crop Development, the gwnent aimed to achieve self-sufficiency in the production
of vegetable oil over a peri pexceeding three years. The development of eleven scheduled
oil seed crops, inclu@% palm, groundnut, soya beans, cotton, sunflower, cashew, coconut,
and cocoa, W % main focus of this programme. The following production goals were
establi @r each crop under the programme: seed cotton: 1 million tonnes over the plan
perio§

roundnut: 15 million tonnes annually, soya bean: 670,000 to 1 million tonnes

annually, and oil palm: 1 million hectares capable of producing 15 million fresh fruit bunches.

Through a variety of import waivers, export incentives, tax holidays, and exemptions in the
industry, fiscal incentives were also used to stimulate agricultural output. For instance,

beginning on January 31, 2012, agricultural machines and equipment were exempt from duty.
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Export Credit Insurance Facility, which was created to safeguard Nigerian exporters from the
risks of non-payment for goods and services exported on credit terms, and the Nigerian Export
Promotion Council (NEPC), which launched the Export Expansion Grant Scheme for the
stimulation of export oriented activities that leads to significant growth of the non-oil export
sector, especially agriculture, administered export incentives. (b

A five-year tax holiday for agricultural products' processing companies grante Q’gg}er status,
tax exemptions on interest earned by financial institutions on loans g!@’ agricultural
trade or businesses, an increased capital allowance of up to SOﬁagro-allied plant and
equipment, and exemptions from Value Added Tax (VAT%;&%achinery and equipment

<\

purchased for agricultural purposes are just a few of tw incentives that were provided to

Nature of Central Bank of ex\ia Intervention Fund in Agriculture Sector Development in
Nigeria C)Q Q

Since the d}% of crude oil in 1960 and the ensuing economic boom, crude oil has
c

help increase agricultural production.

replaced @ ture as the primary export earner. Several agricultural programmes were
started romote the sector's performance in order to increase its significance and guarantee
food security. The majority of these initiatives are included in the various National
Development Plans from 1960 to 1985, the Structural Adjustment Programme from 1986 to

1988, the National Economic Empowerment and Development Strategy from 2004 to 2007,

the Agricultural Transformation Action Plan (ATAP) from 2011 to 2015, as well as other
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transformation initiatives that have been adopted by governments. The agricultural value
chain's four major segments were the focus of these activities. These include expanding access
to land, increasing production of specific crops, providing input support mechanisms through
import waivers and export incentives as part of the government's budgetary policies, and
giving farmers loans at low-interest rates. (b

More prominent attempts were made by several state governments to stim}llat @'\ate sector

participation in commercial agriculture in their states, which is a vital co!@h of improving

access to land as a determinant in agricultural production. \%'\

For the construction of commercial farms, the states of Kw, @m Cross River, for instance,
began public-private sector collaboration programm @ effort, which started in 2004, sent
Zimbabwean farmers to Kwara State, where y started producing grains, rice, cassava,
vegetables, dairy, chicken products, and t@léj\b. The state government set up amenities like
feeder roads, security, telecommunications’gear, and irrigation systems to help these farmers.

The farmers were to sell to potentialbulk purchasers, such as feed mills and other businesses,

according to the marketmg@)l&plemented

The Cross River s ga{rernment also made it easier for private farmers to access property for
commerc1al®ural use by leasing them 22 farms totaling roughly 71,809 hectares. They
also Qre that they received their legal title certificates on schedule. It also created an
environment that was favourable by giving seeds, fertiliser, technical aid, and financial support
to a number of privately owned farm estates. In addition, some state-owned oil palm, rubber,
and cocoa estates that had previously been in ruins were revived, privatised, and in the

majority of cases leased in smaller chunks to private farmers.
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Recent government administrations launched a number of presidential initiatives to boost the
local production of certain cash and staple crops. The Federal Government adopted a variety
of strategies in 2001, including the widespread production and distribution of enhanced
seedlings, the acquisition and distribution of essential inputs, the facilitation of fiscal
incentives necessary for profitable production, the efficient coordination of institutional

support, and the development of farmers' and processors' capacity. Q’){\

In order to meet local need by 2006 and produce for export by Q}H:of 2007, the

Presidential Initiative on Increased Rice Production was created.y{s&sdal was to reduce the
rising rice import bill, which reached N96.012 billion in 2%% million hectares of land
were supposed to be under cultivation by 2007 in order @duce 9.0 million tonnes of milled
rice or 15 million tonnes of paddy. In order to boo mestic production, it was intended to
ban rice imports starting in January 20@@ e end of 2010, it was hoped that the
programme on cassava production and €xport will increase annual production to 150 million
MT. \)Q)

The export of 37.6 milli %}aes of cassava products, such as starch, chips, medicines,
adhesives, and othe@ue—added goods, was also projected to generate US$5.0 billion in
revenue annu r the programme. The Growth Enhancement Scheme was established
under%e@gricultural Transformation Agenda (ATA) of the Government to register
smallholder farmers and offer specialised input subsidies, such as access to fertilisers and
seeds. Between 2011 and 2014, nearly 14 million farmers received subsidies (Federal Ministry

of Agriculture and Rural Development, 2016).

Similar to this, through the implementation of the Presidential Initiative on Vegetable Oil and

Tree Crop Development, the government aimed to achieve self-sufficiency in the production
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of vegetable oil over a period not exceeding three years. The development of eleven scheduled
oil seed crops, including oil palm, groundnut, soya beans, cotton, sunflower, cashew, coconut,
and cocoa, was the main focus of this programme. The following production goals were
established for each crop under the programme: seed cotton: 1 million tonnes over the plan
period, groundnut: 15 million tonnes annually, soya bean: 670,000 to 1 million tonnes

annually, and oil palm: 1 million hectares capable of producing 15 million fresh %@unches.

Through a variety of import waivers, export incentives, tax holidays, ﬁ%'ggptions in the

industry, fiscal incentives were also used to stimulate agricul Sutput. For instance,
beginning on January 31, 2012, agricultural machines and eq@@nt were exempt from duty.
Export Credit Insurance Facility, which was created to &Qgﬁard Nigerian exporters from the
risks of non-payment for goods and services exporte credit terms, and the Nigerian Export
Promotion Council (NEPC), which laun .d\%e xport Expansion Grant Scheme for the

stimulation of export oriented activities'%gt leads to significant growth of the non-oil export

sector, especially agriculture, ad{@éred export incentives.

A five-year tax holiday fo@s;ﬁtural products' processing companies granted pioneer status,
tax exemptions on @% earned by financial institutions on loans granted for agricultural
trade or busin % an increased capital allowance of up to 50% for agro-allied plant and
equip Qn exemptions from Value Added Tax (VAT) on machinery and equipment
purchased for agricultural purposes are just a few of the tax incentives that were provided to

help increase agricultural production.

24 Summary of Gap in Literature Reviewed

Several studies have been conducted on this subject matter with dissenting views. For example,

some scholars posited that government agricultural expenditure had a negative and significant
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impact on agricultural output while another scholar opined that government expenditure on
agriculture had a positive and significant impact on agricultural sector output ''%!17:122 Algo,
majority of the earlier studies conducted employed the Ordinary Least Square Techniques'>.
This study however employed a relatively new estimation technique; the Auto Regressive
Distributed lagged Technique (ARDL). This technique included the impact of lagg.ed variables
on the dependent variable. Also, from the literature reviewed, it was observed tha@'}!y studies
have been done on the effect of deposit money banks’ credit on agricultura y %performance
of countries. This study differs in some way from existing oPes. ng\, this study focuses
specifically on the period, 1986-2016. Theoretically, this stu(@pts the Commercial loan
theory of liquidity for the model. This is so because tlle\%%‘gry identifies the fact that the
economic growth of nation depends on the agricuﬂ@%ctor performance. This is achieved
through deposit money banks’ financing the @sltural sector. Finally, the study employed
ECM modeling technique for the analySis. the best of our knowledge, none of the studies
reviewed have fill this gap in lite@é, hence, form the basis for this study. This study

contributes to the existing li@y investigating the impact of agricultural funding by the

CBN on agricultural @@

N
QQ%Q

et in Nigeria.
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Chapter Three
Methodology
3.1 Research Design

The study adopted descriptive research design which aims to accurately and systematically
describe as the number of targeted population, in current situation or phenomenon.&oal of

this study is to look at the effect of agricultural funding sources on monet opment and

'}

socioeconomic disparities in Nigeria. This was selected because we relied extensively on
'iney) must be isolated

previously accessible data. As a result, the predictor variables (tr:%%‘
from the dependent variables in time (asset acquisition, dnﬁ@',&poverty, and productivity). A
study design must be established in addressing&h%i%earch objectives, which deal with
identifying the results that financial institutio@}nticipate to attain only once agricultural
modification initiatives have been imple&@d)\
The study also used survey method &urce data from the listed beneficiaries of any of CBN

funding schemes. This resea@'y% qualitative and descriptive as it immensely aids critical and

careful description acej@'a%tion of the variables under investigation.

3.2  Popul i@) the Study

The n of the study comprises of several beneficiaries of any of the Central Bank of

Nigeria funding schemes.
33 Sample and Sampling Technique

Although, listed intervention schemes of the central bank of Nigeria, selecting few popularly

patronized by the actors in the sector will be essential for this study to estimate the value of the

155



entire attribute in the population of beneficiaries of each of the available agricultural
intervention schemes by the CBN. Thus, purposive sampling method was adopted to ensure all
listed agro-allied companies has a chance of being included in the sample. The sample size of
this study was be determined based on the available data gotten from the statistical bulletin of

the CBN.
D
34 Description of the Research Instrument . Q’}
0

In the conduct of this research, information was derived from the central bank of Nigeria
statistical bulletin. The statistical bulletin contains both total loai @}eﬁ CBN to agricultural
sector and the total output of agricultural sector. It is co.nsK@%an efficient data because the
information collected are reliable data. Data will al@@leaned from printed materials like
official/government publications like Worl.d %k, IMF, Journals articles, seminar and
conference papers, newspapers, texts, com@sé\bn reports, Smallholder Farmers’ DataPortrait,
a smallholder-specific data set based ing Standards Measurement Study surveys (LSMS)
and the FAO Rural Income Gewng Activities data (RIGA). Also, non- printed electronic
materials from the interne %}Jﬂ)lished materials and other relevant sources will help in the

course of this stud@:ularly, the 4A's of the CBN intervention model will be used to

evaluate the 1 @ of the various financial schemes on agricultural development in Nigeria.

3.5 Qﬁty of the Research Instrument

As many of the previous studies relied on ambiguous constructed research plan without causal
and analytical relevance to their problem statement. In this study, the structure and strategy of
this investigation will be conceived to obtain answers to research questions and objectives and

also to control variance in the variables under study. This design will also serve as an important
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guide for the researcher on how the data will be collected, analyzed and interpreted as collected.
While the variables will be controlled and internally valid. Since the research design is the plan,
structure and strategy of investigation conceived so as to obtain answers to research questions
and objectives and also to control variance in the variables under investigation. The design will
also serve as an important guide to the researcher on how his data will be collected, analyzed

.{b

and interpreted collected. Hence, internal validity is strongly assured in this resea@

3.6  Reliability of the Research Instrument ‘%\ C

o . . ) .
The reliability of a research instrument concerns the extent to wﬁ\@s instrument yields the
same results on repeated trials. Reliability of the researc@mmem is the measure of the
dependability and the internal consistency of the ite \' instrument of data collection. The

data required for this study were gathered from sécondary sources data by the researcher. The

data was found suitable, appropriate and re@or this study.
3.7 Administration of Researcl@ruments and Method of Data Collection

In the conduct of this research, Qata from secondary sources will be used. Thus, information
will be derived fro P@%ﬁal bank of Nigeria statistical bulletin. The statistical bulletin
contains both to%@an of the CBN to agricultural sector and the total output of agricultural
sector. It is consider as an efficient data because the information collected are reliable data.
Data@%so be gleaned from printed materials like official/government publications like
World Bank, IMF, Journals articles, seminar and conference papers, newspapers, texts,
commission reports, Smallholder Farmers’ DataPortrait, a smallholder-specific data set based
on Living Standards Measurement Study surveys (LSMS) and the FAO Rural Income

Generating Activities data (RIGA). Also, non- printed electronic materials from the internet,
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unpublished materials and other relevant sources will help in the course of this study.

Particularly, the 4A's of the CBN intervention model will be used to evaluate the impacts of the

various financial schemes on agricultural development in Nigeria. This include;

i

ii.

iii.

iv.

providing more specialised financial goods and services, such as through the

financial inclusion strategy, the collateral registry, and non-interestfinancial

products. . Q’}\
Providing financing at reasonable, single-digit interest rates@%percent will
cut the cost of capital, which should assist businesses.b‘Q&gr@ring their production
costs.. Q’)&%\

In some interventions, the size of the fa:%h@is determined by: The eligible
enterprise's economics of production; or redetermined threshold may apply; in
some cases, it may be as high a 0 ;&%f e project's overall cost (such as in PAIF);
Short-term working capital ’@lso accessible. Long-term term finance to match
investment demandl&r the majority of interventions although optional,

moratorium is gewglgus in terms of both short- and long-term finance.

However, the specif@ameters that will be used in evaluating the development in Nigeria’s

agricultural sé @Hough strategies of intervention funds by the CBN include but not limited

to; pe

material

I@e of Agricultural GDP Growth, Agriculture value added, Agricultural raw

:exports (merchandise exports), Agricultural raw materials imports (merchandise

imports), Employment in agriculture (total employment), Cereal yield (kg per hectare).

3.8

Method of Data Analysis
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In the analysis of this work, the descriptive and qualitative data interpretation methods will be
adopted. Since the data will be primarily gleaned from secondary sources. The data collection
method will be qualitative in nature. This will immensely aids critical and careful
operationalization of the variables under investigation. The data collected from the secondary
sources will be subjected to in-depth, empirical analysis and logical reasoning thr(zugh content

analysis. Therefore, this research will exploratory, descriptive, and qualitative in @

%\%
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Chapter Four

Results and Discussion of Findings

The goal of this study is to look at the effect of agricultural funding sources on monetary
development and socioeconomic disparities in Nigeria. To attain this purpose, descriptive
design was adopted to solve the research challenge. Particularly, the 4A's (av%;ability,
affordability, adequacy, and appropriateness) of the CBN intervention model v@ used to
evaluate the impacts of the various financial schemes on agricultural d . QQf in Nigeria.
The specific parameters that will be used in evaluating th.e &lqpment in Nigeria’s
agricultural sector through strategies of intervention funds by t@]\! include but not limited
to; percentage of Agricultural GDP Growth, Agriculu@ value added, Agricultural raw
materials exports (merchandise exports), Agricu@%w materials imports (merchandise

imports), Employment in agriculture (tota@@%{nenﬂ, Cereal yield (kg per hectare). The
h

study also adopted ex-post facto study %’n que because we relied extensively on previously
accessible data. As a result, the re@; variables (treated money) must be isolated from the
dependent variables in time ss$t acquisition, income, poverty, and productivity). A study
design must be establi I@Q addressing the research objectives, which deal with identifying

the results that fggcial institutions anticipate to attain only once agricultural modification

initiatives have béen implemented.

QQ
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4.1 Presentation of Data

Table 4.1: Distribution of Farmer-Loan Beneficiaries According to the Use of Credit

Obtained from the CBN (2005-2020)

Area of Investment Frequency Percentage

Crop Production 100 83.3 . @
Livestock Production 75 62.5 . 6&
Processing of Farm Produce 50 41.7 ‘%\%
Market and Distribution of 29 24@'\

Farm Produce %‘&%\

Purchasing of Farm 11 '.Q\Q 9.2

Equipment Q

Purchasing Capital Assts 07 C@ 5.8

Non-Farm Economic 40 'é, 333

Activities \)QJ%

Purchasing  of Househol’d%i‘wl 25.0

Equipment QQ‘Q

Family Upke Q 69 57.5

Expansio rm Size 52 43.3

Festn@ 04 33

Saving for the hard day 05 4.2

Source: Field Survey, 2021

However, the specific parameters that were used to evaluate the development in Nigeria’s

agricultural sector through strategies of intervention funds by the CBN include but not limited
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to; percentage of Agricultural GDP Growth, Agriculture value added, Agricultural raw
materials exports (merchandise exports), Agricultural raw materials imports (merchandise

imports), Employment in agriculture (total employment).

Table 4.2: Agricultural Based Indicators (2005-2020)

S/No Agricultural 2005-2010 2011-2015 2016-3\@

Indicators 6%

1 % of Agricultural 15.9 6.5 ,%\,&O

GDP Growth

2 % of value added 36.3 31.(72,5%
GDP 'Q\Q
(Agriculture) Q

3 % of materials 0.1 Q‘\\% 1.0 4.3

exports on '6

Agricultural ran)

materials %
4 0/ f tural 0.9 2.1

Q w materials
imports
5 % of Total 44.6 48.6 -

Employment in

agriculture

Source: World Bank Open Source Data (2021)
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Agricultural activities are dominated by peasant small holder farmers who constitute about 90
per cent of farm holding in the country. These farmers practice mostly traditional methods and
produce mostly for subsistence purposes. Interventions by government have been influenced
by the need to provide access to inputs and other support to peasant farmers so. ar& boost
their productivity and enable them transit to mechanized agricultural @es while

5Qﬂﬁles input

commercial farm holders were supported through the provision of 1%(

subsidies, capacity building initiatives and export incentives. \%'\

Although its rate of growth has declined consistently ove @ agriculture has remained a
growth driver in Nigeria. Between 2005 and 201 or grew byl5.9 per cent, without
which it would have grown at 6.0 percent). Its r ﬁ)wever declined to 6.5 and 4.1 per cent
within the period 2011-2015 and 2015 2(€;>5pect1vely Similarly, the sector has remained
dominant in the economy of Nigeria d(% rtly, to its contribution in value added to GDP and
the share of the population emp within the sector which is put at about 50 per cent of
Nigerians. During the peri .65—2010, the sector contributed 36.3 per cent of total value
added to GDP. Its a@e contribution however declined consistently over time to 31.7 per

cent in the perfs@ 1-2015 and further down to 21.3 per cent during the period 2015-2020.

One Q_] ectives contained in most agricultural policies or programmes of the government
has been to improve self-sufficiency of the nation, reduce share of imported food and
encourage the export of agricultural commodities. Tablel above indicates that the period
2000-2016 witnessed a sustained improvement in the share of agricultural raw material
exports as a percentage of total merchandise exports. Its share grew from a paltry 0.1 per cent

during the period 2005-2010 to 1.0 and 4.3 per cent during the period 2011-2015 and 2015-
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2020 respectively. However, significant gains that were achieved in reducing the share of
import of agricultural raw materials to total merchandise imports at the beginning of the period
under consideration was reversed towards the end of the period. Its share in total merchandise
imports reduced from 1.3 per cent recorded in 2005-2010 to 0.9 per cent during the period

2006-2010. This later jumped to 2.1 per cent during the period 2015-2020. (b
Impacts of the CBN’s Intervention Fund on Agriculture in Nigeria :Q’}

In the conduct of this research, information will be derived from the ce bank of Nigeria
statistical bulletin. The statistical bulletin contains both total loai @3@ CBN to agricultural
sector and the total output of agricultural sector'. It is c.on&c@% as an efficient data because
the information collected are reliable data. Partic n@he 4A's of the CBN agricultural
intervention model will be used to evaluate.the ifimpacts of the various financial schemes on
agricultural development in Nigeria. Thu@ BN intervention model will also be used to
validate this. Particularly, the 4A's of N intervention model will be used to evaluate the
impacts of the various ﬁnancial«s&@%)ws on agricultural development in Nigeria. This include;
Availability: Increasing av, %Ry of tailored financial products and services, e.g. through the
financial inclusion Qgﬁgegy, collateral registry and non-interest financial products:
Affordability: @cmg the cost of capital by providing finance at affordable, single-digit
interes e@ of 5 — 9%: Should translate to lowered cost of production for benefitting
enterpris€s; Adequacy of Facility: Size of facility in some interventions is based on: The
economics of production of eligible enterprise; or Some pre-determined threshold: in some
others it is as high as 70% of total project cost (such as in PAIF); Appropriateness of Term:

Long-term term finance to match investment demands under most interventions; Short-term
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working capital also available. Moratorium is optional but generous in both short- and long-

term financing.

As stated earlier, interventions by the CBN in the agricultural sector are principally anchored
on the selected programmes. Particularly, such as; Agricultural Credit Guarantee Scheme
(ACGS) and the Commercial Agricultural Credit Scheme (CACS). Examining the @Bgact of
the interventions into the agricultural sector is based on the assumption tha‘E su @erven‘[ions
impact the production decisions of agriculturalists leading to increas ‘\?pyield. Given
that the interventions by the Bank are provided to both small and.1 Cale agriculturalists, it
is plausible to assume that those interventions act as incre@%}the stock of agricultural
capital and thus have direct effects on the production d@s of the farmers. Due to the fact

that interventions are given to going concerns, modellihg their impact is seen as additions to

existing stock of capital in the agricultural @jﬁ\d

In addition to the intervention progr@s stated above, corresponding baseline scenarios
were forecast economic outcom%&e absence of any intervention. Since all scenario results
significantly depend on th %li.}le forecast, the results of the baseline forecast is important in

evaluating the long t@ywelfare impact of the interventions.

N
QQ%Q
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Table 4.3: Ratio of Agricultural Interventions by CBN to Total Agriculture Capital

Year Total Agricultural Interventions % Ratio of CBN
Agricultural Interventions
to Total Agricultural

Capital
2015 73.88 0.20
2016 58.5 0.16 .\(b
2017 27.33 0.07 . Q')&
2018 38.37 0.10 ‘%XQO
2019 67.50 Q. |

N

LI Q

2020 65.17 Q*ig%}

Source: Researcher’s Survey of CBN Reports, 2021 '®

In the baseline/ static scenario, growth of lzibm,@lpply and foreign savings are assumed to
grow at 2.8 per cent being the assume@\(rth rate of population per year. The above
intervention policy simulations are d ed to reflect additions to agricultural capital stock
net of depreciation. For instancwe 3 indicates that the share of CBN interventions to total
agricultural capital for the %ander review are infinitesimal as they are less than 1 per cent

of total agriculturalQ@tal stock. This has implications for the anticipated impact of the

magnitude g@ewentions on the economy.

The forts of the CBN have contributed to the nation’s agricultural sector immensely
and Nigeria’s GDP all-round since its inception. The National Bureau of statistics (NBS)
stated that agricultural sectors contribution to the GDP rose from 19.79 in 2015 to 22.35 in Q1
(2021). Also, 2.2 percent real growth was recorded in Nigeria’s agricultural sector in Q4 in

2020. This has helped Nigeria’s economy to record it first growth in three quarters. Hence, the
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role of the CBN intervention efforts and development finance activities as a factor in the

agricultural growth of the country.
4.2 Presentation of Research Questions
Research Question One: What has been the impacts of Central Bank of Nigeria’s intervention

&

Economic

funds on Agricultural in Nigeria?

Table 4.4: Impact of CBN Agricultural Interventions on the Dyn

Growth (per cent growth rates) &
. \ "

Variables Baseline Year 1 Year 2 Year @y Year 4 Year 6

L
Gross 36636.8008 0.82106 0.89627 0@1609 1.06061 0.68150

pomesic 7 )¢
Product C@
N

Without
Interventions Q)(b
Gross - %825106 0.89627 0.97610 1.06063 0.73575

Domestic CJQ

Product with \
Q

Interventions
/N

Soufc@esearcher’s Survey of CBN Report, 2021

Results of both models presented in table 4 indicate that intervention contributed positively
(although marginally) to GDP during the years (periods) of intervention. Similar to simulation

results of the model without interventions, in which contributions to growth in GDP were at
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rates above 0.8 per cent annually, impact of interventions on growth became visible from the

fourth period of interventions.
CBN Interventions on Prices of Agricultural Exports

Table 4.5: Impacts of CBN Interventions on Prices of Agricultural Exports (growth rates

N

in per cent)

Variables Sector Base Year 1 Year 2 Year3 %Q& Year 5

Period
erio .\A'\

Price of Agriculture 1.0000000 1.776746 1.80438 @4\66‘ 1.87451  0.93007

Export Non- 1.0000000 1.776746 1.80%%1.84166 1.87451  0.93007

N
without Agriculture QQ
interventions . ‘%

-

Price  of Agriculture - 26746 180438 184166 1.874544 103980
Export Non- : \%%1.776746 180438 1.84166 1874544 1.03980
ﬁw

with Agriculture

interventions Q
— &
Source )\
Q

Table 5 indic that prices of agricultural commodity exports increased marginally in the
fifth as a result of the interventions. This could be due to improvements recorded in the
quality of products through improved processing and transformation of the otherwise primary

commodities.

Constraints Associated with Micro-Credit Delivery to Farmers by the CBN
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Constraints to the administration cum delivery of credit to the farmers by the CBN was
analyzed with the aid of means score analysis. The result showed that high illiteracy rate, loan
default, lack of disbursable fund, high administrative cost, low repayment rate, loan diversion,
political instability and high cost of infrastructural development constrained the bank from
administering credits to farmers in the area. Similarly, the study conformed to this finding as
they reported that farmers’ access to credit were influenced negatively by hig@b‘est rate,

high rate of collateral, loan default and dearth of information on credit av mg@r in the area

among other constraints'!”. % N
Table 4.6: Mean Scores on Constraints Associated with g@’t Delivery to Farmers by
Central Bank Nigeria . Q

PN
Constraints M’é@@"

A
High rate of illiteracy N @
3.5

Loan Default

Lack of Collateral (b"é' 23
Lack of Disbursable Fund \)% 3.8
High Administrative Charge&ﬂ 3.1
Low Loan Repayment 34
Lack of Trained Per an 2.4
Low Interest aé\a 2.0
Low Profit in 2.7

Loan @n 3.2
PoliticalMnstability 3.3

High Cost of Infrastructural Development 3.0

Source: Field Computation, 2021
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Research Question Two: To what extent have farmers been socially integrated into economic

reforms and agricultural intervention in Nigeria?

Smallholder Farmers’ DataPortrait, a smallholder-specific data set based on Living Standards
Measurement Study surveys (LSMS) and the FAO Rural Income Generating Activities data
(RIGA) will be used on many dimensions of household welfare, including consgiption,
income, savings, employment, health, education, fertility, nutrition, housing an %’g?'}ation. To
examine whether farmers in Nigeria have been socially integrated into %}hsgreforms and
agricultural output through the CBN intervention funds. The mai;\’ jéetive is to assess the
living conditions of the population, and to illustrate householdﬁ%}or.

Smallholder agriculture is key to food security for t @ reasons: as a source of food and
as a source of income for large numbers of peop living in poverty. Smallholder agriculture —
including crop farming, livestock, husban@estry and fisheries — provides the bulk of the
food consumed in vast regions of th loping world. Smallholder agriculture is also the

basis for the livelihoods of two-thirds of the global population currently living in poverty.

Smallholder agriculture is ;@c@d by a highly heterogeneous group of producers.

Q
Farm sizes changg\a‘@roughout the world, in both rich and developing countries, but it is
challenging‘!@w this history over time. There are not many agricultural censuses, and
diffe Qntries have different definitions of who qualifies as a farmer. In spite of these
difficulties, censuses provide us with a broad picture: in many countries of the developing
world the average farm size declines. This can only mean that small farms become smaller,

and that there are more small farmers.
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The diversity of smallholders within and across locations is such that the term “smallholder”
resists a universal definition. Two-thirds of the three billion rural people living in developing
countries work on land parcels smaller than 2 hectares and make up around 475 million small
farm households. Many people lack access to markets and services, are undernourished, and
live in poverty. Despite having limited options, they grow their land and provid.e food for a
sizable amount of the world's population. Besides farming they have mult%&conomic

activities, often in the informal economy, to contribute towards their small 1

Smallholder families live in farms which in many countries are Q@{l&lntly smaller than 2

hectares. '&%\

A review of the literature reveals that smallholders a: Q deﬁned in relation to the sector in
|

which they operate, that smallholders share so of the characteristics compiled in the

figure opposite, and that clustered acro{}m characteristics, smallholders tend to be
classified in different categories dep on the kind of questions to which answers are

sought by analysts and policy makers.
.3

Just as smallholders aie @geneous group, the markets in which they participate are also

diverse in terms r size, geographic location, connectivity to other markets, power

relations bef%%arket players, and institutional setting.

The @ lists different sets of characteristics of smallholder agriculture and of the markets
that they have access to that can act as determinants of the extent to which smallholders
participate as sellers and/or buyers. This report focuses on the implications of smallholder

heterogeneity with respect to their participation in markets. With this focus in mind, and
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drawing on Barrett (2010), smallholder heterogeneity can be considered along three

dimensions:

1. The smallholder household’s access to, and the productivity of, assets, including
natural resources, labour, and capital, vis-a-vis their subsistence needs will determine
both their ability and their willingness to increase production for sale in markq@

2. The connectivity of smallholders to different markets, which can b @;!sidered in
terms of remoteness (defined broadly to include geographical‘%}h knowledge
asymmetries and power relationships, and the costs of @Brce, or “transaction
costs”) will modify the incentives that they face; Q’}%\

3. The functionality of these markets: many local t@arkets are volatile due to the low
volumes transacted, and their limited integratien/with regional or international markets,

which limits the market’s abilit ify demand and/or supply side shocks.

Volatility can affect the level an%;kiness of returns to the producer.

Where markets are not well inwed, returns to increased output can diminish quickly as
prices plummet, signiﬁca@écting incentives for market participation and, consequently,
for productivity—enl@gg technology adoption. Smallholder households therefore differ
significantly i t@way in which they participate in markets and in the extent to which these
mark%@ attractive opportunities. The design of policy interventions aimed at encouraging

increased’smallholder participation needs to take better account of these differences.

These small farms depend predominantly on family labour. Nearly half of all tiny farms in the
world are located in China, where nearly 98 percent of farmers maintain farms less than 2
hectares. In India, 80% of farmers are small-scale. In Ethiopia and Egypt, farms smaller than 2

hectares constitute nearly 90 percent of the total number of farms. In Mexico, 50 percent of the
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farmers are small; in Brazil smallholders make up for 20 percent of the total number of

farmers.

Smallholder farm disparities between nations can be substantial and frequently reflect various
stages of development in various nations. This is so because the development of the small
farm is inextricably linked to the growth of the economy. But at every step of development,
smallholders aim to run their farms similarly to how business owners run t @%mnpanies.
They invest in productive assets after raising money from a variety of%\pé 7 for many of
them, even a bicycle or a spade counts as a valuable asset. They m@i@’cisions and take both
risks and profits. And agriculture involves many decisions: V@%})lant, which inputs to use
and how, when to plow, to seed, to harvest, how ; Qto keep for consumption in the
household and how much to sell to raise cash, or ho uch to store. Smallholders often make
these decisions in an economic environm .h@ch markets do not function well, if at all,
and which is also subject to many risks,@ as adverse weather and price surges. And this has

significant implications for theiv@s and their livelihoods.

@w
Q\QQ

QQ
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Figure 4.1 Producers, Market, and P @ty

Source: Smallholder Farmers’ DataPortrait, 2021
Smallholder productivity improvement ar@n ensuring the sustainability of inclusive and
broad-based agricultural transformati cesses. Increased marketed production can help not
only in stabilizing local marketws, providing improved incentives for investment, but also

“
in the creation of oppor@ for households to generate cash surpluses, which when spent

or reinvested with@ral economy can generate significant multiplier effects.

Q

This processheVolves in the market place: productivity growth and smallholder market
intengt only go together, but are also mutually reinforcing. In the developing world,
smallholders produce the bulk of food that is consumed. In Nigeria, farmers produce 63 and 69
percent of the food in the country respectively. In Nepal, 2.7 million smallholder farms make
up for 70 percent of the food produced and in the Pluri-national State of Bolivia, 653 thousands

small holdings supply 85 percent.
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Small farms produce a wide range of foods, often wider than larger and commercialized farms.
Small and poor farmers, who may not be fully integrated in markets, choose to produce their
main staple but also diversify their production to achieve better diets. Even if smallholders were
commercialized, selling and buying food in the market, they diversify their crops as a risk
management strategy to stabilize their income. By growing many crops, they minimize their
exposure to risk, such as price shocks. Even if specialization in one crop increa e(q:iency,

poor smallholders diversify to spread risk over many crops. The owners 6&6 farms are

wealthier and therefore, less risk-averse to employ diversification stra%iq?

Development entails changes in crop diversification pa&‘&% as farms become more
commercialized and income rises. With farmers paﬂic@ more and more in the markets,
crop-mix gives away to specialized production ich responds to market prices and the

demand for higher value and quality foods. C;\\»

The technologies smallholders use ar@cult to depict only with data. But in simple terms,
farmers combine land with lab(Med, fertilizer and other inputs to produce food and other

commodities. Labour, lan; %y@ler capital warrant a separate discussion — they are inputs that

make a marked distil@getween smallholders and other farmers.

N

Different sr%%ers face different incentives and constraints to productivity growth and
mar ation. Some smallholders have the capability and the willingness to participate in
markets; others do not. Processes of smallholder integration to food markets and of technical
change are well documented, but the determinants of their patterns of market participation are
yet to be adequately understood. This disconnect has compromised the formulation of
successful policies aimed at facilitating greater smallholder market participation. The

constraints to participation of different types of smallholder are not only multifaceted, but
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change as a result of market developments. While, traditionally, domestic food markets have
been conceptualized and analyzed as spot market transactions, an increasing number of
opportunities are becoming available to smallholders for participating in, and benefiting from,
processes of value chain development. Other inputs, such as fertilizers and seed, are important
as means towards intensification of production, and smallholders appear to use both more

— 3
intensively than larger farmers. Q’}

Although the focus of value chain development has often been on hi %products for
trade in more lucrative markets, whether export or higher inc s€gments of domestic
markets, processes of value chain development are also s%&%a\ant in basic food product
chains. An example is the formalization of staple grai\@ chains in Eastern and Southern
Africa, including the harmonization of standar d the potential use of commodity
exchanges and warehouse receipt systems. .@u y examples of success in the development
of product-specific value chains, inclus’%of smallholders, reveal that this process has often
been slow, and made possible%)szllowing the sequential alleviation of key constraints,
generally underpinned by appropriate public sector support. Developing an inclusive chain can
be a painfully slo pr@s requiring patience and trust from both buyer and producer,
sometimes re ui@athe presence of an honest broker of the relationships and guardian of
business ¢ %tiality, for example an NGO. In many cases where development has been
short liwed, or confined to a subset of stakeholders, appropriate support from the public sector

was absent.
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Research Question Three: What is the extent to which the Central Bank of Nigeria’s
financial intervention improved the productivity of, and access to market by low-income

farmers in Nigeria?

M Rice

B Maize

™ Banana
Cassava

M Beans

Figure 4.2 CBN Int @\ﬂm in Small Farm Production Diversification

Source: Smal c@ ers’ DataPortrait, 2021

Inclusive N@evelopment and the CBN’s Intervention in Agricultural Sector

Mult@rogrammes and approaches have been developed in support of promoting greater
integration of smallholders into markets. The diagram opposite is illustrative of the wide
variety of issues and perceived constraints that have been addressed by such approaches in
seeking to develop the capacity to supply commodity markets. These include, for example,

those that support capacity to increase productivity, those that seek to reduce the cost of
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marketing, or those that are designed to assist in improving the environment in which
stakeholders conduct their transformative and transaction-related activities and thereby their

capacity to respond to capacity support programmes.

Given the heterogeneity of smallholder participation in different markets illustrated in the first
two chapters of this report, greater attention must be placed on mechanisms for ident@&ng the
design and sequencing of appropriate institutional solutions — such as i %ements to
regulatory frameworks, contract farming, farmer organizations or ﬂ%\x ets — and

provision of support services for alleviating key constraints fac.ed\‘bd%cﬁ‘fferent categories of

A
producers. QQ')&%

Value chain approaches provide a framework for 1 r@g key constraints and considering
appropriate solutions. A chain can be deﬁneg\‘ “a set of interlinked activities and agents
connected by flows of resources, materia@in ormation that goes towards the production

and trade of particular products”. Thi ition highlights:

1. The chain as a eq%ﬂ)ce of activities;
ﬁw
2. The ke @0

the linkages and relationships that characterize the types of
contra arrangements and the degree of coordination along the chain;
3. ‘%&Qmpacts of stakeholders’ activities and decisions on others in the chain;
QQ The importance of recognizing the context in which the chain exists (economic,

policy and institutional environment);

5. That the chain is not isolated from the rest of the economy

A chain provides a framework for showing how linked activities are performed, evaluating

performance, identifying barriers to development (strengths and weaknesses associated with
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different activities and linkages), and assisting in the identification of prioritized intervention.

Chain analyses have been used to analyze a range of issues, including:

1. As an empirical tool for identifying binding constraints to growth and
competitiveness;
2. To understand and promote market access for small scale producers; (b

3. Determine the relative merits of different types of contractuiﬁ}ationships

between enterprises in a chain,; ‘%\

4. To map the distribution of power and/or benaﬁ‘ﬁ‘hnterventions among

5. To identify approaches to improving @e chain financing and/or risk

management. @
Their results have been used: ( \)

1. To promote enterpris@eiopment through strategy formulation;

stakeholders;

2. To undertake %tu%g analysis/ baseline for benchmarking or monitoring;

'3
3. For ideit@)

of actions for improved efficiency and performance of whole
ents of chain;

or 0{1}
4. ‘%{Qmproved policy formulation and implementation;

QQ For identification and formulation of projects and related activities.
The term "value chain approach" therefore covers an array of potential options, including:

I. Simple approaches to improved understanding of constraints to improved

competitiveness or profitability of chain activities;
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2. Analytical studies, for example to determine the potential effects of alternative
policy interventions or institutional innovations;
3. Chain development related approaches such as participatory chain diagnosis

and strategy formulation.

development approaches. This was in response to structural changes in int§rn food and
forest product markets and the need for greater impact and sustaina‘@ development
interventions through increased private-sector involvement. Valqu%m approaches pursued
by public sector agencies or civil society organizations h%%\nded to focus on poverty
reduction and, hence, target smallholders and rural c@nities as the main beneficiaries.
Related interventions involve development projectsy. government agencies and NGOs, who
typically provide subsidized technical assi 'n:}.a training and, to varying degrees, inputs
and credit to a select group of smallhol%;. The overall aim is to upgrade their resources and
capacities for their positioning@ chains. In some cases, interventions have focused on
improving the overall cown.%tﬂ;iveness of a given sector, through improved services,

infrastructure invest@%ncial incentives, and increased information sharing.

In addition, th ate sector, in particular lead firms that buy or process agricultural or forest
produc @e implemented value chain approaches to enhance sourcing of raw materials or

inputs and to promote their environmental and social credentials.

The value chain framework is important because it orientates production, intervention and
innovation towards the demands of downstream buyers and processors. However, little
evidence exists that value chain promotion has the desired impact on pro-poor development.

To understand the poverty reduction impacts, it is necessary to identify the equity effects of
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intervention strategies within the household by age and gender, as well as between households
and communities. Little is known about minimum levels of asset endowment required for
value chain development at the household and community levels. While research has
addressed asset endowments at the enterprise level, rural households and communities remain
a ‘black box’ in value chain analysis. (b

Alternative approaches to value chain development include the territorial. pa @m\ of rural
development, which has a long history in Latin America. The territoriaﬁ@% is based on
shared visions of pathways of change. This approach makes it \dﬁ@ﬁmpossible to predict
and plan social change in a top-down fashion. Capacity for t%%\al governance is critical in
rural governance of resilience. System resilience refers@b capacity of actors to adjust the

desired pathway whenever external shocks threate@iability, or in certain cases, impose the

need for a more fundamental change in @ ling system and the desired pathways of

change. h
>

Research Question Four: Wha chanisms can be used to optimize Agricultural Sector

productivity in Nigeria? %ﬂ
\

Government have @role to play in alleviating market failures that prevent smallholders
from participati an markets, but they must do so in a way that allows producers to make
choic Qstent with broader social, economic and environmental objectives. Policy should
therefore be formulated in a way that ensures that external costs to the society do not accrue
from poor, and potentially damaging, private sector investment choices in the agriculture sector.
This is particularly so where agriculture plays a primary role in food security, the provision of
social safety nets, and social cohesion. Faced with an array of demands on scarce budgetary

and human resources, the public sector must address a number of questions.
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Policy objectives are multiple and cover both efficiency (i.e. income generation, employment
growth) and non-efficiency (i.e. reducing levels of poverty and food insecurity rates)
objectives. Policies can be in support of either objective depending on the context, but
generally, the number of sub-sectors, chains or chain components in which greater levels of
smallholder participation could be beneficial will outweigh the resources available to the
public sector. Governments need to make decisions as to whether to “pick wé;c\’s(b”, or to
develop a conducive environment that benefits most. Decisions will als‘(@gﬁ%d as to the
level at which interventions are made. . \%.}

Often stakeholders complain that there is “no govemme&g%\icy support towards their

sector”. Perceptions related to government support ar ) %ys important, but not all support
will, or should be, in the form of direct subsidy«tbe product, the producer or the trader.

Governments also have a facilitating roleci:»%ﬁindirectly provide support to the sector in

less visible ways. Critical decisions ar@erefore required on the balance between the direct

and indirect provision of both @ﬂd private goods and services.

Decisions as to how to ,@f‘.@ support are interrelated with the “where” and “what” to
support, and approg@ttjgapproaches are likely to be context-specific. Whilst there are models
which might ®owed or adapted, design of support mechanisms will generally require
data c f@on and analysis to identify the most appropriate mechanisms for a given situation.

This have been demonstrated above in the previous section.

Public sector interventions such as the CBN’s intervention in the agricultural sector facilitate
market participation and development will vary across contexts depending in large part upon
the stage of agricultural transformation. Where the level of commercialization is limited,

provision of the basic conditions such as on-farm and off farm infrastructure and market
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information is likely to be a focus for the public sector. This role will require careful
consideration in terms of the relative responsibilities for funding, construction, ownership and
management of this infrastructure. Where these conditions are adequate, but input and output
markets are, by virtue of low throughput and limited integration, susceptible to volatility and
pose risks for participants, the public sector can play an important role in stimulating market

activity through the provision of appropriate incentives and risk-sharing mechat@}

When markets are functioning adequately, the public sector needs to ﬂ@?glot to crowd
out private sector engagement, and a reduced role focusing@ft»r example, market
regulation, market information systems and quality assuranc &%\become more appropriate.
In the absence of consideration of appropriate sequ@ of interventions to lift critical
constraints, there are significant risks that inap riate policies will be implemented,
particularly where formulated in situatioéjéve k or inadequate information on domestic
production and market activities. Gov'%;nents need to recognize and adapt their changing
role in supporting smallholde@transformation. The strategic challenge is to facilitate,

rather than crowd out priw.%wctor involvement, but at the same time, not to encourage

public sector withdn‘aw& o early a stage of market development.

The appropri @nd of interventions will vary not only by place and by crop type, but over
time. @e sector becomes more commercialized, with fewer producers engaged in
subsistefice or near subsistence production, and as government objectives with respect to the
agriculture sector shift from those focused on food security and poverty reduction, to
objectives more concerned with the wider set of services that the sector can provide, the

appropriate level of intervention is likely to change.
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The proportion of smallholders categorized as net sellers of maize, a main staple food crop, is
estimated to be less than a third of all producers, with the majority of smallholders, while
often selling some maize soon after harvest to generate cash income, needing to purchase
more from the market than they sell during the full marketing year. Of those that are
classified as net sellers, it is often the case that a much smaller proportion account for the
bulk of sales, particularly to more integrated markets. In evaluating the impact@temative
policy approaches, the status of different smallholder categories nee 1 %r attention.
Recent maize harvests have been well above average levels. }"he&tg\nsion of the Farmer
Input Support Program and interventions by the Food Reserve.@lcy to buy maize at prices
far above market rates have occurred at the same time® X‘é&%ﬁly 36 percent of smallholders

\

were expected to sell any maize in 2010/11, of W@ercent were net sellers and only 3.3

percent accounted for half of all maize salej? @e latter group of producers the FRA policy

has rewarded efforts to increase prod& o reap the gains of the higher prices, but for

other groups of smallholders, pmt“i net buyers, the implications are less clear.

In addition, private secto%aders have been reluctant to invest in improving market
infrastructure in a{u)@ in trade and market policy environment, meaning that the
development of; estic markets may have been negatively affected. A second strand of the
maize SI@O policy to increased maize production was the Farmer Input Support
Progr e, which provided subsidized seed and fertilizer to producers. Although the
programme has contributed to increased production, larger producers have received a
disproportionate share of the inputs, in part as a result of their ability to generate increased

surplus for sale. Evidence suggests that improved targeting of the programme to poorer
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households could significantly reduce their food insecurity, since increased production by

these farmers, even if not sold, would reduce their need to purchase maize.

Level of Policy Intervention in Agricultural Sector

Adding to the already difficult task of identifying which constraints require alle&l is the
choice of how best to address them. The impact on agricultural prod h@@f policies at

different levels of intervention will differ.

.\

Macroeconomic and sectoral level policies, for example trade@ ies which maintain higher

price levels in domestic markets, may work for farmers@ady operating in well integrated

markets and who @

have the capacity to react to changing p@ﬂtives. However, without also considering
the response of net-consuming house@and/or addressing the constraints inhibiting market
participation of other categorﬁé)smallholder, the potential beneficial impacts of such

policies can be limited to ote commercially oriented farmers.

Where the integrg{ggf producers into markets is limited, interventions to reduce barriers to

market partici Qn will often have a greater payoff than price policy. Such interventions are

addr@:

1. Improving connectivity to markets, for example through improved market information
systems, by improving feeder roads or reducing the fees that traders need to pay to shift

product between markets and
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2. Facilitating the productive use of on-farm assets in the generation of higher and more
consistent levels of marketable surpluses through, for example, training in alternative

production methods.

&

%\%
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4.3  Discussion of Findings

The goal of this research is to analyses the efficacy of agricultural funding from
various sources in various State of Nigeria using the first optimal resource allocation

theoretical framework. They findings are given as:

Income levels, poverty reduction, as set acquisition, and agricultural outputs a %ed to
quantify community development, which is compatible with the %ﬁ optimum
resource location theory. In the model, controllable factors such. as inflation rate,
government spending, and degree of technology, climate é%ﬁﬁcunency rate, and

corruption that may have an influence on beneficiaries' we&@gg were included.

N

This research result that the CBN’s interventio the agriculture sector should

boost income levels, reduces poverty, 4 fAie capital finance, and achieve high

agricultural outputs. }

When asked what percent%% uence the governance structure has on the
effectiveness of agricultur; fgnding, people would reply as follows: based on the
selection People w @%5% agree 41.1 percent, agree 50% agree 14.7 percent, select
75% agree 10,5 %@nt, and agree 100% agree 41.1 percent...so the dominance percentage

of people w elieve Central Bank of Nigeria intervention has an effect on poverty

allev and income equality is greater than101 out of 190.

There as ones for the failure of several agricultural faience solutions in Nigeria
are being investigated.38.1 percent of respondents believe there is a lack of big problem

awareness, 23.8 percent believe there is a lack of infrastructure, 22.2 percent believe there
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is a lack of study and no record, and 15.9 percent believe country political

considerations are to blame?.

How different financing sources affected the recipients' quality of life>. The regression
findings show that agricultural financing coefficients have a direct and substantial

influence on the quality of life of the recipients. The second hypothesis was used toylook at

little influence on beneficiaries' agricultural productivity®. ‘%\
. \‘%'\

\\
&

the effect of various funding sources on recipients' income. Receiving aid has Q'Bgsitive but
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Chapter Five
Conclusion
5.1 Summary of Findings.

The findings of the study, as described in this section, are as examined in the c.oueg of the
study; 2‘5\

1. Agricultural assistance has a major beneficial influence on the‘@maries‘ way of
life. This result is consistent with the welfare economics &@FFirst—Best Resource
Allocation. The beneficial impact of agricultural é@%ing is measured by the
recipients' level of life as welfare shift along t e@est ideal.

2. Agricultural aid has a strong beneficial 'ﬁwe on the beneficiaries' asset base.
The findings are in accordance wi@ﬁéﬁr anizational hegemony hypothesis, which
holds that re ward system i\zb"’@ type of intervention aids in highlighting
the intervention's recip’%@dministrative talents in terms of boosting their capital
base, which also inc S'performance.

3. There is no (disceenible beneficial impact on agriculture financing or beneficiary
incom T@\utcome is compatible with the welfare economics' First-Best Resource
All@tl hypothesis. When resources are properly distributed, as in guaranteeing
that the fund is utilized just for agricultural purposes, the income of the recipients rises
resulting in a positive welfare improvement.

4. Agricultural financing has a favorable influence on the beneficiaries'

production. The positive association discovered between agricultural funding and

beneficiary agricultural productivity refutes the claim that strict management
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might be wunproductive, this is indirect opposition to the First-Best Resource
Allocation concept. Specifically, the notion asserts that if producers are censored
and recipients' decision is limited by financial restrictions, the beneficiaries

would suffer, the receivers' productivity and production would suffer.
5.2 Conclusion ‘ (b‘

2
With the aid of the statistical bulletin of the CBN which contains both t 5&%()& the CBN
to agricultural sector and the total output of agricultural sector. It is cgﬁ:r as an efficient
. "
data because the information collected are reliable data. The @he CBN intervention
model was also used to evaluate the impacts of the Varmu@cial schemes on agricultural
development in Nigeria. However, it was noted tha@%}act across various indicators were
mostly positive, though marginal. This could {&«tributed to the conservative nature of the
model parameters and the relative amo tQj]terventions, disaggregated sectorial effects of
the interventions are proposed as a or further study. Other intervention schemes of the
government for the agricultural secsor can be incorporated to reflect a more holistic picture of
the impact as well. It 16*% (?re recommended that more funds should be allocated to

agriculture especiaJ{ arious agencies so as to maximize the impact of the sector.

Q

To conclude this thesis, it finds out that agriculture's development and transformation in
Nige(@y on ongoing public-sector involvement. The majority of agriculture
interventioninitiativeshavefocusedondeliveringfundingtopersonsinneed, whereasnumerousmar
ket- based alternatives have resulted in significant advantages for rural communities.
This study investigates the relationship between agricultural financing sources and their

influence on state- level economic growth, such as poverty reduction, income inequality,
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and procurement. This study answers that requirement by determining the most
efficient methods for  employing agricultural intervention funds to help recipient
communities notwithstanding these advantages and income disparities. In short, research
revealed that the CBN’s agricultural initiatives should enhance income levels, alleviate

poverty, expand capital financing, and achieve high agricultural yields. . (b‘

The CBN is expected to play an increasingly important role against the backgr%of previous

gross under-performance. To keep up with this expectation, it will need to transform in
. . . N.

ownership, management, human capital, organization, scope & XQB ation, processes, and

resources. However, these cannot happen without the buy-in a\éwpport of its current owners.

With the required government (ownership) sup%%} open-mindedness to to partial

privatization, reforms and modernization, the .B@ill achieve good and sustainable financial

performance; and, good socio-economi bggyiour, through rapid, sustainable and inclusive

growth, wealth and job creation, foo@!rlty (the beginning of true independence and national

self-respect) diversified and stMconomy, foreign exchange earnings through increased
°

export, foreign exchange ewvation through import substitution agric-led industrialization,

inexpensive local r@erial for industry, and increased FDIs.

Q

Reco endations

Q

5.3
This st reiterate that allocation of additional funds to agriculture especially by various
agencies can maximize the impact of the sector. However, considering the impact of the

intervention on the income and utility of the poorer households, it is recommended that:

1. Promotion of Favorable Economic Conditions: Increasing the economy's potential to

generate more products and services is what economic growth entails. Economic
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stability may be achieved by the government controlling the overall price of products
and services in the country, as well as taxes and expenditures.

2. For the programme to be more effective, targeted extensive support must be provided to
poor farmers to improve their competitiveness and ensure they are not crowded out by
the rich farm holders;

; . (b‘

3. Access to markets for fair and competitive prices needs to be encouraged; @&

4. Adequate monitoring and evaluation mechanisms should be put»%ﬁ ensure that
intervention programmes meant for poor households reach IhK nded beneficiaries and
achieve desired impact. Q»)&c%\

5. To further improve access to markets, commodi.ty\%changes need to be made more
functional. The enablers for the commodity e ge to be effective include:

6. Improved warehousing and storage .a%a;

7. Improved enabling communicati%n transport infrastructure;

8. Strengthened regulatory ran@ﬂrork to govern the enforcement of contracts in spot

markets to guarantee property rights; and Strong and effective policies and legal

framework. C_)QQ

5.4 Contri 0 Knowledge

This r will contribute to agriculture sector of Nigeria. We shall concentrate on how the
Central Bank of Nigeria Intervention Funds play an important part in the
country's development strategy and economic progress. We will investigate how these funds

impact the growth process investigating the governance influence on agricultural financing
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performance, and how to alleviate poverty and offer people more strength to achieve better

livelihoods.

5.5 Suggested Area of Further Research

Agriculture is Nigeria's most important industry, it contributed for 24 %&of the
country's GDP on average. Furthermore, the sector provides employm .\?an 36% of
the workforce in the country, putting it the country's largest pro.v'kc&)ﬂ\labor. The focus of
future study should be on what kind of agricultural policies yéé\ised. There should be a
focus on and study of modern processes and technologies @ as good dividend variety (HYV)

seeds, tractors, pesticides, irrigation canals, and @z rs it also contained a proper price

structure for agricultural output as well C‘;@;eforms. As a result, it is necessary to
n

concentrate on the research how to stren%:’ e country's agricultural industry.
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