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CHAPTER ONE
fuction

: l&ackground Of The Study

Agriculture is the foundation and bedrock upon which the development
of stable human community has dependi%d on throughout the whole
Universe such as rural and urban commur{‘ities. It is concerned with the
husbandry of crops and animals for food arLd other purpose. The study of
the history of economics provides us Wiith ample evidence that can
|
agricultural revolution is a fundamentaﬁ pre-condition for economic
evelopment.
The agricultural sector has the pntenti;a]s to be the industrial and
economic springboard from which a counhjry’s development can take off.
Indeed, more often than not, agricuitural activities are usually
toncentrated in the less developed rural areas where there is a need for
1 ural transformation, redistribution, poh‘verty alleviation and socio-
- economic development.
The agricultural sector has the potent;';als to shape the landscape,
provide environmental benefits such as conservation, guarantee
dustainable management of renewable ' natural resources, preserve
biodiversity and contribute to the viabilityi of rural areas development.

Through its spheres of activities at both the macro and micro levels, the

<1gri¢uimral sector is strategically positin:hed to have a high multiplies




: .mg linkage effect on any nation’s quest for socio-economic and
;n,dl_-lstr‘ial‘development. The growth of the agricultural sector in Nigeria
vas not smooth. Anyanwu (1967) held that duri?ng the colonial period
petween 1861 to 1960, attention was give‘n to agricultural research and
extension services, Among the activiti‘es that were done was the
establishment of a research station in Lag{)s by Sir Claude Mc.Dona]dlin

1898; Landmark of 10.4 km was acquired by the British Cotton Growing

Association (BCGA) in 1899 for experimental purpose strictly for cotton
and was named “Moor Plantation” in Ibalﬂan. In 1912, the Department
of Agriculture was established in eath of the then southern and
Northern Nigeria, but the activities of tjhe department were virtually
suspended between 1912 and 1921 as a rEsult of the First World War

and its aftermath. The period between 1929 and 1945 was a difficult one

for the agricultural sector of Nigeria. This was the period of great
i
éiepressmn when the world princes on commoclltles fluctuated. This

ﬁffected the agricultural sector negatwe]y because the volume of
|

agricultul‘al product increased but the value did not increase

)roportionally.

he peried 1945 to 1945 marked the pdriod of expert boom, because

pties were just recovering from the Second World War and these
rounties ‘

tountries needed to develop.

T T T e e

k



on pl'lmary productmnlfor the beginning stage of

Chey depe'n.ded

tldusfr'ial' i : e
1zation. They needed to rev:talize their industrial sector by

s

o

emanding primary goods. Prices of priszry products rose higher again

ecause there were speculations that ther% would be a third world war

-

ue to the outbreak of the Korean War. Héwever, after this period, there
came another period of price instability. This made the reliance on
; ajgriculture and its products to fall, leadijhg to the establishment of a
market board. This board bought these pr:oducts from the local farmers

1
and sold them overseas.

In spite of all the period, Nigeria made great revenue from agriculture.

Ih the pre-independence era, the agricultural sector contributed most to
Le GDP of Nigeria.

elleiner (1966) said that in 1929, export | pmductlon amounted to 57%
df Nigeria's revenue of which agriculture contrnbuted about 80% of the
e{xport. On attainment of political independence in 1960, the trend was
iltill very much the same, the Nigeria ejttmomy could reasonably be
Jescribed as an agricultural economy, because agriculture served as the

(;;rlgine of growth of the overall economj (Ogen 2003). According to
f';ﬂka]i (1997) Nigeria was the world’s second largest producer of cocoa,

”51 st exporter of palm oil during the period. And was also a leading
rge

|
eIXporter of other major commoditi

Between 1964 and 1965, agricultural output

ies such/as cotton, groundnut, rubber

a-Lnd hides and skins.



{
study the impact of goricn :
¥ the impact of agricultural development on the Nigeria economic
growth, ‘
!Statement Of Problem
[The agricultural sector has suffered fros

n years of poor management,

jneonsistent and poorly implemented government policies, government

.neglect and lack of basic infrastructure, Agriculture accounted for 30%

i

of the GDP in 2010 {World I'act book, January 9, 2012).

[Nigeria is no longer a major exporter of| cocoa, groundnut, rubber and

!palrh products. Coca production mostly from obsolete varieties and over-

. 1
‘aged trees are stagnant at around 150,00&) tons annually. There is also a

}decline in groundnut, palm oil and otth major export crops (United

States Department of State, 2005). The decline in agricultural
iproduction was largely due to the rise of oil shipments (A.B Sekumade

12009). Because of this backdrop, agriculture has not kept up with the
|

irapid populaﬁon growth and Nigeria orce a large net exporter of for

‘ j its food requirements. Dependence on oil is not
jnow imports most of its ft q p

:Gn]y the cause of the under-development of the Nigerian agricultural

{sector, but also:

The Nigerian agriculture is characterized and surrounded by bunch of
The

illiterate farmers who live in rural areas, ]imducing over 90% of the total
e : !

ltural probucts and with regards to their

food consumed and other agricu

jving little or no room for improvement through

educational status g




scientific r T
3 esearch. And also more than|90% of the consumed food in

Nigeria is provided by the small-scale farnhers.

The Nigeria :
€ Nigenan agriculture lacks storage fatilities and these have led to so

i

pource perishable agricultural produce | through the year, theréfore

hindering agricultural development.

Another negative force is Dependence lon weather which affects the
ncrease in agricultural produce. Nigeria% Agriculturists or farmers still
depend on rainfall only to produce mstei‘ad of the use of irrigation that
supplies water all through the year. i

The problem of finance: The agricultur:ja] sector is poorly financed in
Nigeria. They do not get credit easily tLrom financial institutions, like

commermal banks. The agriculturists ﬁnﬂ it difficult to finance projects

whmh are capital intensive. The commefma] banks cannot grant loans

Easﬂy to a small scale farmer because of lo‘Kv produce and low profit which

results to a failure in paying back the loan.

I'n addition, the dependence on lmpérted foods has disincentive
) ]

i'hvestment in local

agrlculture in Ni:

farming. Also, soil infe!rtility is one of the problems of

gerian. Most of the farmal‘ﬁe land in Nigeria contains soil
|

tﬂ'nt is how to medium in productlwty |

izatic f the United
Accordmg‘ to the food and Agrlculturau1 Srgrmizacion g the He
gement,| | the soil can achieve medium to

Nat]OnG (FAO), with proper mana

m ‘ |
| nch Wastage and high cost of storage. This hinders the availability of
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good productivity. i :
! :y. The movies problem that affects soil fertility is soil
erosion. Wind €rosion s

» Strong winds expose seeding lings and crops root

system by blowi '
¥ ¥ blowing away loose, fine geain sofl particles in drifvs, which gan

coVer crops,

|
Another t . ; _
: ype of erosion that affects soil ferltility is water erosion. There

i
aré two t ; ; : :
ypes of water erosion: Splash ergsion and rill erosion. Splash
erosi : ] . . .
Fen beeRiuhen. caln drops impact the soil and rill erosion occurs

wl‘ en channels of water carry soil downstream. This (water erosion) is

i
radnced when the snil is cavered with a cannny
1S

Food processing problem is estimated that about 20 to 40% of the yearly
harvest is lost during processing. The primapy cause is the lack of efficient

harvesting techniques.

Alccording to and with the information ablove, it is quite clear that the

agricu] tural sector, as one of the Nigeria e¢onomy has really got a lot to

contribute to the economic growth of the cd;untry.
| 1

1.3 d)bjectives Of The Study

The ‘broad objective of this study is |E0 determine the impact of
zigricultural development on economic grol_wth in Nigeria.

impact of agriculﬁural sector on the income

1. To determine the

! generation in ngefla. i |
i | |
(o] T e e i u al sector on emplnyment creation
2 i effect Of agrlcult Y ¢ T
- l F dete min th j

I AR
im Nigeria

.




gOiOd productivity, il :
I Vity. The movies problem that affects soil fertility is soil

erosmn Wind erogi :
on, strong winds expose seeding lings and crops root

s ';tem by blow; |
y ¢ "8 wway loose, fine grain so i particles in drifts, which can

co!_ver crops.
|

Another type- - :
: T type of erosion that affects soil feJtility is water erosion. There

are tw :
¢ VO types of water erosion: Splash erosion and rill erosion. Splash

erosio ; : . ‘ :
ston occurs when rain drops impact the soil and rill erosion occurs

when channels of water carry soil downstteam. This (water erosion) is
reduced when the soil is covered with a canoby

I ood processing problem is estimated that bbout 20 to 40% of the yearly
harvest is lost during processing. The primary cause is the lack of efficient
harvesting techniques.

Alccording to and with the information above, it is lquite clear that the
agricultural sector, as one of the Nigeria et}conomy has really got a lot to

|
contribute to the economic growth of the country.

1.2 Objectives Of The Study

The broad objective of this study is fo determine the' impact of

;;gricu]tural development on economic gro!wth in Nigeria.

; icultural sector on the income
g i impact of agricu

1. To determine the i

generation in Nigeria.

= 9&.’(3 or on employl-nent .
T'e det € the e fect of agtlbultma ! i
2 ermin

in Nigeria

i
I
|
|



1.5

Statement Of Hypothesis

|

For the i -

| PUrpose of thig study, the following hypothesis is tested;
H01 WhE. B

Agriculturs -
1 defvelopment has no significant impact on income

generation in Nigeria,

H Op

Agr
gricultural development has no sighificant effect on employment

creatlon m Nigeria,

$1gmﬂcance Of The Study |

The significance of this study depends on the fact that with improved

économy Nigeria stands to gain in its effepts toward development. This
work attempts to answer the questmn What is the relevance of
agrlculture in economic growth? The caus¢ of agricultural backwardness

and how the present state of our agrl(:ultura] productivity will be

improved. This will form the basis uipon which suggestions and

contributions will be made as to how theé full potentials of agriculture

can be harnessed.

This work stands to benefit:

The research work intends to bring firth %vays to increase agricultural
er !

stion and exportation which
the purpose of consump
(mtput both for

creased favorab',le balance of payment (BOP)
u.ltimately will bring an in

ill b'e useful to policy makers to
; fore the study wi
for the nation; there

design agricultural policy.



1.8

Ll‘hls work Wlll v
e
advantageous to Acadsemxcsto help them understand

\the importance
of farmlng Nno matter hoW small the scale of production
may be.

Scupe And Limitationg i
! *

::This rese, :
i arch work focuses on the lmpa4:t of agricultural deve]opment

on the ec
onomic growth of Nigeria betwe‘en the period of 2000 to 2010.

There a
re some factors or constraints wlhlch hinder my achieving the

whole intension of this work, these conltramtq are; time factor, poor

finance, environmental constraints 1ike| Hee Hiovement t. rescurch

outside the school premises etc.

Organization Of The Study
Chapter one of these studies introduced ithe statement of the problem

and described the specific problem addressed in the study as well as

design components.

Chapter two present a review of literature and relevant research

associated with the problem addressed} in this study chapter three

present the methodology and proceduré use for data collection and

analysis.

‘
Chapter four contains an analysis of data presentation of the results.
apter )

( iscussion of the researchers findin
mary and discussion o ¢
Chapter five offers a sum

arch.

mmendation for future resea

Operational Definitions Of The Terms|

of data reco

The following tertns are defined for clarity:
e fo
- volves the cultivation of Jand, raising sriiasals: for dhe
Apgriculture MVOIVES l
g ¢ food for human beings, animals and raw

i o
purpose of productmn



social system.

nic QDW‘Eh a process by which t
%m nomy is

of national income.

10

increase over period of time t

se agricultural products.

leading to the structu

he productive capacity of the

o bring increases in the levels

-

IS




'CHAPTER TWO
LITERATURE REVIEW

theorists led by Arthur Levis’ in 1950s viewed economic

evelopment as a growth process of relocating factors of production,

ally labor from an agricultural |sector characterized by low
_PI’Qductiv;ity‘ and the use of traditional technology to a modern industrial
isector with higher productivity. The dontinuation of agriculturg;: to
development was passive. Agriculture acted more as a source of food and
labor than a source of growth (Levis 1954). Although passive,

agricultural development was seen as negessary for successful economic

itransformation for two reasons:

i

- i To ensure the supply of food and prevent rising food princes and real
| L

wages from undermining industrial development and
.. To utilize land as an additiona] “Free” sdiurce of growth that would not

compete with resources for industrial grdﬁwth. Levis (1954) The Solow-

iSWan neoclassical growth theory and its extensions is a popularly
! ;
_iadopted framework for analyzing ‘the process of economic growth and

|
§developrnent. Assuming a  constaht-return-to-scale  aggregate

Eprodu[:tion functions expressed as:
‘l |

%Yt — Kt Lt Bt Where: Y,K.L. and B reprdjsent real GDP per capital, real
%gros-; capital, labor and the Hicks-neutral productivity term,

respectively. The contribution of agriculture to aggregate economic

11




|
j

be modeied via its effects 014 total factor productivity ot as
nte melﬁatt mput in the industrial prcjductlon sector (Timmer, 1995

uttan %000) Early development theories viewed agriculture as an
\
Jme the development of the
: |
.industrlal sector. Thus, agricultural prohuctmn growth serves asian

engme of growth for the overall economy

i.mportant source of resources to fina

: hwa 1988) argues that agriculture is an engme of growth and added

\
#grlculture to the standard solow-swan gqowth equation as a measure of

5
1inkages betweeri the rural and indusﬂrial sector of the economy.

=S

bimilarly, we also include additional det&ermmantq of growth (experts

nd inflation rate) that have been founa to be robust in explaining

AT

ftggregate productivity growth (Hwa 1988 Barro and lee, 1994). Thus,
B in equation .
él) is assumed to be a function of agr%L:u]ture (A), exports {X) and
iinﬂation (P), a proxy for other mac'roecondjmic factors.

@ B = £ (At, Xt, Pt) = A X P Next, substituting (2) into (1) yields the
f"'ollowing: .

(3) Yt =Kt=Lt=At=Xt=PYt

Takm g natural logs of equation (8) and méludmg an error term yield:

ﬁ‘l“) In Yt= Inkt + InLt+ InAt+ InXt} InPt+ t

According to the export-led growth litérature, exports growth is a

measure of outward orientation and could also serve as a proxy for




- 2.1.1

éatalyst for output growth hoth directly,

ternatio;
| mﬂly COInpehtwe cost stmctura Export expansion can be a

as a component of aggregate
6utput as well as indirectly through efficie
éap

L

ec ical i ;
technological improvement due to foreign market competition (Helpman

i

nt resource allocation, greater

acity util; 1 Sre )
y utilization, exploitation of economies of scale and stimulation of

?.nd. Krugman 1985; Awolkus 2008). Also, higher level of investment

("gross capital formation) should stimulate growth while agr]cultural
i)rOduCt“"ltY 1s expected to have a pos1t1vé effect on aggregate economic
gt‘owth. Similar to Hwa (1988), export egpansmn is expected to have a
tj)ositive effect on growth while macroeco:pomic instability, captured by
high inflation l;ates, should have a negativé effect on economi;: growth.

It has been observed by researchers Chi(ii, Mare, (4, 10) that countries
at the early stages of development depenh almost fully on agricultural
;growth for employment, foreign exchanjge, government revenue and
food supply to the teemed population. In Ehis sense, agricultural growth
is the key impetus to the growth of uﬂjderdeveloped and developing

(:;ountries‘ (Enoma Anthony 2010, Business and Economie Journal,

Volume 2010).

Agric altural Linkages And Economic drowth And Development

Hayami and Ruthan (1985) revealed tlhat agricultural productivity

g wth requires fostering the linkages between the agricultural and
10 = ‘

\
non- agt‘icu]tural sectors. According to Adelman (1984), because of the

=i




/,|as a component ﬂi‘ aggreéatg
ient resource all_o‘&-:a_tiori, greater
ation, exploitation of econonhies of scale and si!imu]at_io:fx of
. n@laglcal mprovement due to foreign market competitién (Helpman

gﬂd Krug‘rmm 1985; Awokus 2008). Also, higher level of investment

‘gmss capital formation) should stimulate growth while ag’r]cultural
jpmductlwty 1s expected to have a posntwé effect on aggregate economic
‘ %rowth. Similar to Hwa (1988), export e}%pansmn is expected to have a
'j}oéitive effect on growth while macroecopomic instability, e(:aptured; by
'i;'ﬁgh inflation rates, should have a negativé; effect on economi; growth.

[.It has been observed by researchers Chicl;i, Mare, (4, 10) t-h.at countries
ht the early stages of development depen%d almost fully on agricultural
g_rowth for employment, foreign exchanl}ge, government revenue and
%‘ood supply to the teemed population. In this sense, agricultural growth

is the key impetus to the growth of url;derdeveloped and developing

countries. (Enoma Anthony 2010, Busijness and Fconomic Journal,

Volume 2010}.

i Al gricnltural Linkages And Economic Growth And Development

-.Hayaml and Ruthan (1985) revealed t'hat agricultural productivity

g-rowth requires fostering the linkages &)etween the agricultural and

!non- agriculml‘ﬂ} sectors. According to Adelman (1984), because of the

13




.

'& 8rowth linkage effects, agricultural development can lead to a
wider economi ;
TIC growth in many countries even apen economics during

the ear] : . ) .
arly stages of industrialization. Carvhntes — Godoy and J. Dewbree
2010) :

are :
also of the view that agricultural development plays a vital
l“ole i
N poverty reduction and economic _transformati()n. Agricultural

rowt
g h reduces poverty through direct i mpacts on farm incomes and

tgémployment while indirect impacts a1‘[*e through linkages.  The
iimportance of intersectional linkage in thLe growth process had already
been widely recognized. Hirschman (1958) was one of the theorists to
émphasize linkage effect in the growth process a]though:his analysis

£ i
focused mainly on the backward and forward linkages created by

investment in industrial sectors.

2.1.2 Agricultur:z‘l Development policies in Nigeria

a. Greéen Revolution (GR)

Green Revolution (GR) was a programme! inaugurated by ShehuShagari
in April 1980. The programme aimed at increasing production of food

and raw materials in order to ensure food security and self sufficiency in

basic staples. Secondly. it aspired to boost production of livestock and

fish in order to meet home and export needs and to expand and diversify

the nation’s foreign exchange earnings through production and
e ¢

ing of export crops. The federal government ensured the success
processi

¥ 75 programme by providing agrochemicals, improved
(0] € E: 5




v

seeds/ Seédlijn :
SOHNgS, irrigation system, madhine (mechanization), credit

facilities, im e
Iproved marketing and favourable priditlz polies: & e

agricultural ;
;g products. The programme did not achieve its objective of

increasin fo
‘ & food supply because there was|delay in execution of most of

ﬁle projects involved in the programme. There was also no monitoring
énd evaluation of the projects for which hLJg-e sums of mcne).r were spent.
E 1. Opél'atlon Feed the Nation (OFN):

This programme  evolved on 21st May 1976 under the military
!i"Egime of General OlusegunQObasanjo. T hive programme was launched in
Qrder to bring about increased food pré-duction in the entire nation
i:hrough the active involvement and partiéipation of everybody in every
discipline  thereby making every person to be capable of partly or
{vholly feeding him or herself. Under this programme every available
piece of land in urban, sub-urban and rural areas was meant to be
i)lanted while government provided inputs and subsidies (like
agrochemicals, fertilizers, improved variety of seed/seedlings, day olds
chicks, matchets, sickle, hoes etc) freely to government establishments.
se inputs at a subsidized rate.

Individuals received the

;I‘he failure of the programme can be attributed to:

i ilable piece of land irrespective of its
e [Farming was done on any available p p "

suitahility for agriculture.




ajority

of ‘the 'Tjar'ﬁdpﬁlﬂt? in the|programme had little or no

: ng background and there was no formal or informal
preparatory teaching or advice given to them on how.“:,tlo.manége

their farms.

They practiced mono cropping instead of mixed/ relay cropping

and relied on hired labour to carryl out their farming activities,
hich i . 5 5 |

which tesulted in high input and low loutput /yield per unit of land.

e Preference was given to govef‘nment establishments and

individuals in authority/administration over the poor farmers (real

producer of food) in terms of input supply.

e There was abundance of food in thé¢ market and less demand for

the food because many people produ{;ed part or almost whole food

they consumed. :
; i
e There was incidence of endemic poultry diseases especially new

castle disease that wiped out the birds due to lack of quarantine and

; e
necessary routine inoculation /vaccination.

7 . Na 151 onal, Special Programme on Food Security (NSPFS)

';Fhis Programme was launched in Januzﬂry 2002 in all the thirty six

states of the federation during the Olu$egun0basanjo’s regime. The

é) ad objective of the programme was to| increase food production and
TO! )

éliminﬂte rural poverty. Other specific bl)jectives of the programme

o . in increasing their output, productivity and
were: assisting farmers I Incr gt PiLty P 4

16

—
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2 ; i?lCQme_;

: éEI'VlEE traini
n ‘
£ and educating farmers on *‘arm management for effective

qt_lhzatlon of resources:

! supporting éovernments efforts in the
\

i
romoti
P otion of simple technologies for ﬁeH sufficiency; consohdatmg

ﬂqm 1

al efforts of the programme on pilot ai"eas for maximum : output and
ease of replication; consolidating gain fro&n on—gomg for continuity of
the pregramme and consequent termination of external assisted

Programmes and projects. Setbacks associdted with the programme were

i

deen in the inability of majority of the beneficiaries to repay their loan on
time, complexity and incompatibility of| innovation and difficulty in
ii_htegrating technology into existing production system.
Oth':ers- include: insufficient knowledge of credit use, poor extension agent-
farn%ner contact, unavailability of labour to carry out essential farming

activities, lack of modern storage facilities and high cost of farm input.

,"‘ d. Root And Tuber Expansion Programme (ﬂTEP)
RTEP was launched on 16™ April 2005 under OlusegunObasanjo’s

administration. It covers 26 states and was designed te address the

problem of food production and rural poverty. At the local farmers level,

. ieve economicigrowth, improve access of the
r.' the programme hopes to achieve o , imp

to social services and carry out intérvention measures to protect
poor to s c

and vulnerable groups. At the national level the programme is
p()()]"

desiogned to achieve food security and qlhmulato demand for cheaper
esign




e ﬁ‘PIE food;such as

e

Cassava, gairi, yam

potato etc as against more
E !
xPenswe carbohydrate such as rice

(//E;/presidential Research and

‘ommumcatmns unit-Government in A

ction htm). Small holder

farme
rs with lesg than two hectares of land per household were the

t

argets of the pProgramme while Spemal atdentlon is being paid to women
‘;”ho play a significant role in rural foo& production, processing and
marketing. RTEP also targets at multiplying and introducing improved

root and tuber varieties to about $50,000 farmers in order to increase

productivity and income.
Empirical Literature

Using social accounting matrices, Vogal (1994) examined the strength
of agriculture as a factor of growth for 27 countries. He discovered that
agriculture through its linkages leads to positive integration of the
sector with the broader economy and in all 27 countries, agriculture
IServed as a great source of economic growth in the early stages of

development and its significance begins to diminish as the countries

started advancing industrially. Work by Collin et al (2002} showed the

importance of agriculture in the early stages of development. Analyzing

Haks Bor 69 countries for the period of 1960 to 1990, the authors found
ata fo

hat wth in agl‘icultural productivity was quantitatively important in
that gro :

| st g owth in GDP per workér. Both the Gross-section and

i owed that countries experiencing increase in
ta ana]yms sh:
panel da



T

kes important contribution  to

NACrOecoNomic stability. At the macro

v

Jhuman capital (Bliss and Sterm 1978, %tr

the development process.
HLI‘he authors demonstrate tﬁafz .v‘vithm

_l‘:raditional economy cannot overcome

i'esources and thus cannot ‘gérierate

,kgrmultural productlon during the early

t1977) notes that “It is the agncultural.

!

E(,onomm development
|Fhls aesertl

ﬂevelopment experience.

IIn the classical tradition, (1777-1823).

of diminishing
|

other sectors of the economy.
|

Malthusian la

20

nctivity of the Iaher favee Wlll i

:alu:cess to food reduces labor ]ﬁroductivity

below optimum..“_.AgriCMt%Jrf:

national food security and
o !

level, inadequate and irregular
|

and decreases investment in

ohs 1986, Fogel 1994 Yand and

.khu (2004) used growth theory to capture the inter-temporal dynamié of

1t agricultural productivity, a
ithe fixed supply of natural

‘sustained economic growth.

Regardless of how fast the non- agncu tural sector grows stagpant

{5

stageq 01 development prevents

the structural transformatlon from a tradltlonal to a modem economy

Emphamzmg the 1mportance of agnculture generally, (yunner Myrdal ,
[ ]

se‘zctor that;battle for lcﬁng—term
l

on has beeni supported by boqh hlstoncal and contemporary

Ricardo noted that the problem

g returns to agriculture wod_]d set a limit to the growth of
In the same vain, the validity of

w of population rests on agqicultural stagnaticn in the face

Ty et

g i

T A

P

o

L R S



‘mal development push has always been

vernment efforts in ensuring agricul

impact of agricultural development is felt

tountry.

Beveral large scale agricultural projects

l‘ew were eqtabhshed {Fasipe .19‘)0).'

i}estabhshed of numan, Laﬁagl and Sul’ltl
i
|

roduction of grains, livestock, daries and

1k

i nu.mbe“rs As is in 1;1rany develnped cguntnes the

agriculture drlven The Wral

ural development have been

1roush AT :
ough many policy programs, which were designed to ensure that|the

n the desired areas of this vast

in Nigeria specializing in the
animal feeds, to mention but a
Sugar factories were also

(Lawal, 1997). The Nigerian

Agricultural and Co—operatwe Bank (NA(‘B) was established in 1973 as

i)art of government efforts to invest oil wealth ihto the agricultural

Lector through the provision cf credit fakﬂltle‘; to support agriculture

émcl agm—allied busineéses (Olagunju, 2400) By 1995 the bank had

granted the sum of $3,179.6 million as loa]‘r to the private sector.

i 1 The River Basin Development Authmhty (RBDA) were conceived in
e |

| 1963 and were to cater
|

resources potentiais of Nigeria.

i, ! Qperation Feed the Nation

| with the main ohjectives of:

1. Mobilizing the na

21

for the deve!lopment of land and minéral

(OFN) was commissioned in the 1970s

tion towards self-sufficiency and self-reliance in food




5 2 e sector of population which relies on buying food to
/ing its OWn foo d
AL

couraging pener: S ; ‘ *
gIng general pride in agriculture through the realization that a

nation which cannot feed jtself cannot be proud etc.

The OFN which was launched in 1976 to generate public awareness of

1' g i i I
he importance of agriculture to natipnal development, be it in

conventional crop farms, fish farms, backyprd gardens or poultry did not

realize the objectives of reducing or eliminating food imports and

achieving self-sufficiency so in 1980 it ‘Lvas replaced with the green
: : |

Revolution pro gramme:.' |

iii. The Directorate of Food, R;j)ads and‘i{ural lnfrastructu?e (DFRRI):

This was established‘ by the fgdera] mi{itary government %n 1986 and
: \

was intended to br:mg development ‘-t‘jo the rural areas where over

70% of the population reside and work %Jrincipal]y as farmers.

‘The mandate given to DFRRI is as follows: _' l

1. To im

prove the qualityfof' life and standadd of living of the people in the

|
rural areas
o use the enormous resources of the rural areas to lay a solid formation
i
\ ; i
for the security, s0C10-

ithe rural areas to those of the local gnverhment areas: the states and the

|
federal government.

22

economic growth iand development activities of



eeply rooted and self-su ;.t"ainifng de_x,relppr?ent pwé:emz
ectively mobilized mass participation.

ion, as a«lxready pointed out, the majn objective of the research hs a
. "Ie;‘il, study of the impact of agricultural development %O econohﬁc

‘awth and development.

Limitation of Previous Studies

There are source problems and limitation|in the former research on this

study., |

Some of these limitations are:

According to Ighodo (1984), research on a‘gnculture shows that “it is the
act and rearing of amrmlq for man’s que He also emphasized that
agriculture is also the production of ﬁb_r%e for industries, processing of
farm produce, packaging and marketiﬁg of farm products.” ’fhis
E;haﬁnition is quite encompassing and embl}acing as it covers all activities
) -

; | L
that ensure man’s survival. However, the aspect of research and training

that is so vital in production was missing in the definition.

According to (GerdienMeijerink and PimRoza, April 007) on  the

h study captioned “The role bf Agriculture in economic

researc

idevelopment"- The study although is quit elaborating on the role
ggriculture play in economic developmenti But the study did not look at
|

the role of local supply of food crops which we can call “local
Apricul fure” (as opposed by the “new Agr‘cul'ture“) in rural development
|

23
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: CHAPTER THREE
: h W’»Metﬁoddlogy
: e methodology adopted in this study is the linear regression
5 :E‘Emplby ing the technique of ordinary least square (OLS). The choice of

OLS is guided by the fact that it has optimal properties which include,

[mearity, neutrality. Sufficient least variance and mean square error.
) |
These desirable properties of estimato*s can be obtained from any

o . | |
techniques but minimum variance property distinguishes the ordinary

least square (OLS) estimators as the beLt when compared with other

linear neutral estimators from econometrjic techniques. This particular
! i .
property of smallest variance is the reason for the popularity of the QLS
i |

method. (koursoyiannis 1997)

Area Of Study And Coverage

gThis study covers the relationship betv{reen agricultural development
|

L'ind economic growth in Nigeria for the period 1990 — 2010.

Model Specification

'[‘hls research shall employ econometric method According to Modalla

(1992) this method gives the best techhlque for the verification and

‘reputﬂtlon of theories. It also.provides | quantltatwe estimation of the

\relatmnthp among variables without miich subjective judgment. The

1speciﬁcation of eco
!
|

nometric model is alWayq based on economic theory

25
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del I

1>0; 2>0; 3 <Oand 4 <0

|
]

=

Ea

\

"CGT = F(AGD. CFN, INF, RIR)........... et (1)

‘Where:
ECGT - Economic Growth

AGD - Agricultural Development

itly stated as follows:

quation (i) can be stated in econometric form as:

GDPR= 0+ 1AGD + 2 CFN + 8 INF + 4RIR + Ei . (2)

'CFN - Capital Formation
INF - Inflation Rate

RIR - Real Interest Rate

_ A stochastic variable i

represents other factors that may ‘tle'termine agricultural output

which are not captured in the model.

= Autonomous Agricultural Ou%tput

0

1, 2, 8 4 = Parameters of the slope.

Model 1T

ICr = F(AGD, CFR, IF) o ensideosioi st (3)
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MP - Unemployment Rate
‘}A(}D - Agricultural Development
1

leN - Capital Formation

iiFN - Inflation Rate
i

p’ata Sources

%The data that shall be used is secondary é]ata. They are the time series
1 |

i‘iata on the included variables. The dzf}ta shall be sourced from the

Central Bank of Nigeria (CBN) Statistical bulletin (2010).

method of evaluation
In this section, the researcher would probeed with all the evaluation of
%,he results. The evaluation will be based on three criteria; economic

i;riteria statistical criteria and econometri¢s criteria.
* :
Economic Criteria: This evaluation consist of deciding whether the

estimates of the parameters are theoretically meaningfully, and

:htatistically satisfactory. The signs and imagnitude of the parameters
ie timates will be examined to lknow whether they are in conformity
es

i

Lk their criteria expectation. Ecoﬁomic criteria will help the
wi

[




“ |
ey are ‘fi&il'fa‘ting‘ from what is actually

riteria, under this we shall use the:

s 1s used to test the statistical significance of individual estimated

ttameter. In this research, t-statistics is thosen because the population

: va‘}iance is known and the sample size is less|than 30 (n<80)

Delcwmn Rule

Reiect the null hypothesis if the calculated value of t is (i.e. t > t tab) with
\

——i{ degree of freedom at the chosen level of significance, otherwise accept
thé alternative hypothesis, meaning that the parameter is significant. In

thls study the chosen level of significance Wlh be 5 percent (5%).

Tﬂe R2 |

Tﬂis is also known as co-efficient of multiple determinations. It means the

peicentage of the total variation of the| dependent variable (GDPR)

extiylained by the regression plan, that is, by changes in explanatory

vai!'iable (AGD CFN, INF, INT). The vahEae of R-2 lies hetween 0 and 1.

Th higher the B-2 9, the better the goodnessi of fit of the regression plan to
e highe = |

h le ohservation and the closer the R-2 to zero, the worse the fit
the samp

(Gpjarati, 2004)
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|
e natmg from what is acttfa]ly

we shall use the: ?

This i > il :
l 1s used to test the statistical significance of individual estimated

‘ameter. In this research, t-statistics is thosen because the populaition

3 Va%lance is known and the sample size is less!than 80 (n<30)
|

Décision Rule
Reject the null hypothesis if the calculated value of t is (ie. t > t tab) with
i |
-—K degree of freedom at the chosen level o'f significance, otherwise accept

thé alternative hypothesis, meaning that the parameter is significant. In

thlk: study the chosen level of significance wﬂl be 5 percent (5%).

Tl'te R2 ‘

Tlps is also known as co-efficient of multlplla determinations. It means the

iation of the dependent variable (GDPR)

that 14, by changes in explanatory

pei‘centage of the total var

explamed by the regression plan,

vatiable. (AGD, CFN, INF, INT). The VEI‘ILIE of R-2 lies between 0 and 1.

The higher the R-2, the better the goodnessi of fit of the regression plan to

|
observation and the closer the R-2 to zero, the worse the fit

the sample

(Gujarati, 200%)
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. . st for the overall significance of regression plan (moﬂe‘l).

st aims at findin S S j
at hinding out whether the met influence of the explanatory

ble o » det .
ble on the dependent variable is statistirlally significant.
\

|
; l

* caleulated (F) is greater than f- tabula‘lted (ie. ) is greater than f-
hulated (ie. F > F tab). With the chosen lekrel of mgmﬁcance with k-1 and
; N-l!{ degree of freedom, we reject the null hypothesm that is, we accept that
‘,‘ the regression model is significant. But if F < F tab, we accept null
3“ hypothesxs that is, we accept that the regressmn model is not significant
wi%h K-1 and N-K degree of freedom. The ‘chosen jevel of significance in
tm? test is 5 percent (6%). Economic Crltena We shall test for auto-

correiaticm using the Durbin-Watson test tor multi co-linearity, normality

anﬂ Hetroskedasticity-

Durbm—Wat«on test 18 determined by the théor‘y of econometrics. 1t is used

to test for the pereentage of first auto-correl“_ation. The leve} of significance

usdi;d is b percent.
Deécision Rule:

AL: pt the null hy-pothesis if du<d < {4-du) that is, there is no auto-
ce

; lation of first order. These ar€ the gui(‘;\ing principles throughout this
cotrela

stﬁdy.
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e
i :

B GPAGH b g1pvng
i 0.1677488 which mplies that a unit change in

ltural d
evelopment wil] chang‘e rea]w DP by 0.1677488. or 0.1 63
Capital Formaion (CEN) |

‘ |

i
There is
i a Posmve relationship between ca*pltal formﬁtlon (CFN) and Ithe

i
teal GD
,ea P from the findings, the coefﬁcle%t of CFN is 0057177 which

%xnphes that%a unit change in capital form%tmn will change real GDP by
0.067177. | e

i |
c. Inflation (INF)

| |
I:*"rom the findings, there is also a positive relationship between inflation

lé‘ate and the real GDP. The coefficient of INF is 73.77304 which imply
fhat a unit change in inflation rate will chd{nge real GDP by 78.77304.

d. Interest Rate (INT)
'According to the result of the findings, there is a positive relationship

between interest rate and real GDP. The lcoefficient of INT is 1427.570

Which implies that a unit change in 1nteréqt rate will change real GDP

By 1427.570.

4.1.2. Sunmmary of the Aprior Signs

I results obtained in the regression, the result is expected to
‘rom our re

foll the economic aprior expectati(m o‘f magnitude and sign. Thus,
ollow

he signs of the parameters and
hows the outcome of t iy
table 4.1.2. Below 8

expected signs.
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|

|

———22¢ | Expected |  Obtained

Cq‘nclusiofh

Positi 4 ; ‘ ‘

B Positive 1 conforms
Positj e

Ll fHive Positive | conforms |

INF

4 41 5 ci :
kzezati\e Pasitive does not conform
INT ) ;
; ) . negative P:lsitive

does not conform

liA‘mﬂYSiS Based On Statistical Criteria (lstl Order Test)

}4.2.1 Coefficient of multiple determin:itions (R2):

‘ |

From the result, the value of the coefﬁibient of determination R2 is
‘1‘0.986536 which implies that 98.6% of tijxe variation in real GDP is
%explained by the independent variable"‘s (Agricultural development,
%capital formation, inflation rate and interest rate).

;4.2.2 Test of Significance of the Parameter (t-test)

“The student t-test is used to determine the significance of the individual
}parameter estimate. To achieve this, we have to compare the calculated

t-value in the regressi(m results with the ‘:tabulated t-value at n-k degree

‘of freedom (DF) and at 5% significant level Ho: f = 0 (not significant)

Hi: p#0 (statistically signiﬁcant) Notd: The null hypothesis assumes

lity of the coefficient of the parameter with zero (0) which is not
equality ot

J lly significant for the economy as a whole. But the alternative
usually s

assumes inequality of the coefficient of parameter (B)

hypothesis (H1)

hich is always qtatistically significance for the economy as a
with zero whieh 1=

whole.
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sy |

F"k; 81-5 = 96

Table 4.2.3 Bel, i

5 3 Below Analysis The Result

%I‘-Calculat&d

| T-Tabulated ! Decision Rule
469.2 | |
E.2038 2.7126 Reject

From the table, si :
‘ ble, since.t cal > t-tab ie. 46 P.goss > 2.7426, we therefore

?‘eject the mlll hypothesis (H0) and accépt the altgrnative hypothésis
(H 1) and conclude that all coefficients aﬁl‘e not simultaneously equal to
?ero, i.e. the independent variables are sirrilultaneausly significant.

- 4.3 ECONOMETRICS TEST OR (2nd ORi)ER TEST)

“ : 4.9.1 "irest for Autocorrelation

This test is aimed at ascertaining if the érror terms are correlated. To
achieve this, we assume that the values ():f the random variable (Vi) are
temporarily independent by employing the technique of Durbin-Watson

(DW) test.

Null Hyp othesis Decision _

Lejei':t

No positive autocorrelation

no decision dlsd<du

No positive autocorrel ation
e e reject 4-dl <d <4
o nega
autocoi‘relatmn
e no decision t-du < d £ 4dl

No nega 1 ;

aufocorrelatm“ | e
do not reject Du < d < 4-du

o stle
No au toggrrelatlo

ositive or negative e K.}
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= faap;;j:ser« limit

|

|

= : l
ord = Durbin Watson 11
. 1

singn=8land k= 5

il = 1000 i : | N
1 | | |
du = 1025 | .
d = 1310385 | g

t-‘ﬂ‘iU<d<4—-du {

1.025 < 1.810835 < (4-1025) |

:‘|1,025 < 1.310885 < 2.975
Decision Rule: ' | |
':There is no autocorrelation since 1.025 ‘t 1.810335 < 2.975, therefore
we accept the null hypothesis.

4'.3;2 Heteroskedasticity Test

This test 18 basically on the variance of the error term. If helps to

ascertain whether the variance of the errot term is constant or not.

He = Homoskedasticity

Heteroskedasticity

1l

H1

Decision Rule

hesis (HO) if the pmhah'il.ity of F-statistics is less than

Reject null hypot
the result, probability value of Estatistics is

0.05 or accept if otherwisé;




’“F“Mﬂ Since
omee 0.017486<0 | :
436<0.05, we reject the null ilypothesw (Ho) and
|

nclude, that there
[that there iy Hieteroskaiasﬁutylm the model.

.3.3 Norniahty Test i
i

VefL

ZZ I::‘Inahty test adopted is the }al‘gu# ~Bera (JB) test of normahty
- test of normality is an asympkt;c or large sample, and 115 is
as 0‘% the OLS residuals. This tes{lt computes the Skewness dnd
kurtosis measures of the OLS resadan and it follows the chi-square
distribution (Gujarati, 2004). | I
Hypothesis ‘

Ho = 31 =0 (Theerror term follows a hormal distribution)

H1 =B1 # 0(Theerror term does not follow a normal distribution).

The normality test follows chiﬁsquare}. distribution with 2 degree of

freedom (df) at 5% level of significance.

Decision Rule:

Reject null hypothesis (HO) if probabili{y of f-statistics is less than 0.05

and accept if otherwise.

From the result obtained from Jarque—ﬂera (1.B) test of normality.

IB= 11.56731

je X2- cal = 11.56718

RZ- tab = 5.991 AT

. hat the error term does not
Iher efore, we lE:‘}C(:t [ t]
i tl'ibution since XQ-CH”?X':Z-tab.

follow a normal dis

36




: I
A Q |
4.3.4 Multi—C‘oﬂ'mearity Test |
i
Multi-collinegy | |
Carity  tegt Meansg &istence f | ling
clationshi . SRR
relationship among e explanatory i

(Trisch 1593,£)

Using the Correlation Matrix Result

e e
e

hgl)j’___aé_(;ﬂm"‘\r‘ GFN_ | INT INF'

GDF
P 1.0000 0.991443

| 0.962860 | 0.123859 | -0.272016

AGD 99144,
LA | 0991448 | 1.0000 0.957961 | 0.123859 | -0.287288

LEEN | 0991348 | 0057961 | 1000000 | 0088171 | 0505965

INF | 0991443 | 0.126316 -0.068171 | 1.0000 | 0281781

INFI | 0991443 | -0.28.7288 | -0.805958 | 1.0000 1.0000 |

Decision Rule
From the rule of thomb, if correlation coefficient is greater than 0.8, we

conclude that there is  multi-collinearity but if the correlation

coefficient is less than 0.8, there is no multi-collinearity.

Conclusion

Multi-collinearity only exist between AGD and GDP, CFN and GDP,

CFN and AGD.




by encouragm |
& Commer [, ‘
ul clal production of non-sstaple cash crops,
artic aﬂ th | : |
P Y those that result in robust ﬂn ks to the non-farm sector, jas
this will b I‘
e the major means to 1ncreas4 and improve employment for
the rural poor. 1‘ |
i

Inﬂuenciﬁg international policy p!‘OceI}Bses will be important, but
primarily’; to ensure access to dE\!elﬂpéd country markets for m(i:re
processed and high quality products fromidevc]nping countries. |

Since agticulture has positive impact on the Nigerian economy, the
governmént should see that a higher 3[u:rc:mnta;-qe of allocations are

invested on agricultural sector so that the economy will keep on

growing in an increasing rate.

The government chould endeavour to increase an improved storage

frastructure to help the sector on the firtished product in other to avoid
infras

wastage ofa grlcul tural products eqpecmlly perishable products.
asta

hat will enhance and support
1d make pohcms l
The government shou

to increase prod ctl\qty to cope with producer services
the small farmers

rieties.
for example through improved va
o will be best assisted by improving their access to
rmers
The rural peot fa

g to IMPTOVE their human skills and through
es

cation servic

health and edu
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. ricultural development :pmmlas
ties for economic growth. From the Bt agﬁmﬂhﬁal

s . 5
m ,Imt has provided the opportunitics for cconomic growth within
s ! : i
this year yndm study (1980 to 2010). |
In con;climon, from the findings, agriz1ultura} development 'impaCﬁd

positively on the economic growth in Nigeria from the year 19801 to

2010.

N 3
- -
B
|

N 4
i
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