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ABSTRACT 

The growth and development of agricultural sector of Nigeria is seriously undermined 

due to pathetic challenges that debilitate the sector. The most acute challenge that 

bedeviled the sector is the financing challenge, which becomes detrimental to the 

farmers, society and economy in general. This situation is confirmed by the recent 

recession the country has fallen into, which exacerbate poverty, unemployment, 

starvation and food insecurity. Consequently, it is imperative to carry out a practical 

empirical research to find out the major problems thereby coming up with a viable 

model that will serve as a solution to improve the agricultural growth and development 

of Nigeria. This study aims to investigate the major challenges facing the agricultural 

sector, examines the dimension of financing challenges facing farmers, propose a viable 

model of financing farmers through seeking the stakeholder’s perception with regard to 

acceptability of the proposed model. To explore rich data for accurate analysis, the study 

used pragmatic as a world view and adopts exploratory sequential mixed method, where 

both the qualitative and quantitative method were utilized.  This covers semi-structured 

interview with 7 experts by using purposive sampling and thematic analysis and 

distribution of 300 questionnaires to grass root farmers using multistage cluster 

sampling and analysis through descriptive statistics and factor analysis. The study 

findings revealed that the major challenges facing agricultural sector includes 

inadequate financing, risk issues, poor logistics, ineffective government policies and 

programmes, inadequate technical know-how, inadequate infrastructural facilities, 

inadequate modern input facilities, lack of incorporating value chain and lastly 

corruption.The study findings also revealed the most disturbing financing challenges 

from the qualitative phase to include inadequate financing, religiosity, higher charges 

and collateral issue. The quantitative findings support the qualitative one as inadequate 

financing has the highest eigenvalue of 7.655, with the religiosity issue following with 

eigenvalue of 2.058. The third is credit eligibility with eigenvalue of 1.604, while the 

fourth factor is Government policies and programmes with eigenvalue 1.485. The study 

also found that all the agricultural stakeholders are willing to accept the proposed model 

because of the anticipated prospects such as economic benefit which includes increasing 

access to finance, employment creation, poverty reduction, improved food production, 

other sources of profit to financial institutions, enhancing Islamic values, facilitating the 

use of other Islamic banking product and lastly risk minimization.  However, poor 

awareness, non-expert involvement, wrong selection of farmers, untimely disbursement 

of financing, poor monitoring and evaluation and not taken expert advice into practice 

are envisaged challenges that could hinder its successful implementation. Hence, it is 

suggested by the respondents that expert involvement, giving financing to actual 

farmers, timely disbursement of financing, proper monitoring and evaluation, strict 

adherence to expert advice, awareness campaign and educational programmes are the 

key to the successful implementation of the model.  

 



 

iii 

 خلاصة البحث 
ABSTRACT IN ARABIC 

  هذا  ضعف إلى أدت التي الخاطئة التحديات نتيجة خطير بشكل مهمش نيجيريا في الزراعي للقطاع والتطور النمو 
  والمجتمع  بالمزارعين مضر أصبح الذي التمويل، تحدي هو  القطاع هذا أفسد الذي حدية الأكثر والتحدي. القطاع 

  أدى  مما البلاد، فيه  سقطت الذي الأخيرة الآونة في  ركود من حدث ما يؤكده الوضع وهذا. عام  بشكل والاقتصاد
  لمعرفة  تجريب  عملي بحث  إجراء  من بد لا . وبالتالي، الغذائي الأمن  وانعدام والجوع  والبطالة والفقر  الأضرار تفاقم  إلى
  في  والتنمية الزراعي النمو  لتحسين  حل  بمثابة  سيكون والذي  واقعي  بنموذج الخروج وبالتالي الرئيسية  المشاكل  هي  ما

  التمويل   تحديات  أبعاد  ودراسة  الزراعي،  القطاع  تواجه  التي  الرئيسية  التحديات  فحص  إلى  الدراسة  هذه  تهدف.  نيجيريا
  يتعلق  فيما المصلحة صاحب تصور عن  البحث خلال  من  المزارعين لتمويل عملي  نموذج  واقتراح المزارعين، تواجه التي

  عالمية  كنظرة  الواقعية استخدمت  الدراسة  للتحاليل، دقة لإعطاء غنية بيانات لاستكشاف. المقترح  النموذج بقبول
  وقد . والكمية النوعية الطريقتين  من كلاا   استخدام تم بحيث  المتسلسل، المختلط الاستكشافي الفحص  طريقة وتبنت
  300 وتوزيع الموضوعي والتحليل  الهادفة العينات باستخدام  خبراء 7 مع  مباشرة  شبه مقابلات  الدراسة  هذه  غطت 

  خلال  من وتحليلها المراحل متعددة عنقودية عينة باستخدام الشعبية القاعدة مستوى على المزارعين على استبيان
  تشمل   الزراعي  القطاع  تواجه  التي  الرئيسية  التحديات  أن  الدراسة  نتائج  كشفت . العوامل  وتحليل   الوصفية  الإحصاءات

  وعدم  الفعالة، غير الحكومية والبرامج والسياسات اللوجستية، الخدمات وسوء المخاطر، وقضايا التمويل، كفاية  عدم
  سلسلة  إلى والافتقار الحديثة،  المدخلات  مرافق  كفاية   وعدم التحتية،  البنية مرافق  كفاية   وعدم التقنية،  الدراية  كفاية
  غير  التمويل  هي الجودة  حيث من  المالية التحديات أكثر  أن أيضاا  الدراسة نتائج اظهرت النهاية وفي . والفساد  القيمة 
  فأما .  الجانبية  والاختلاسات  الرسوم   وارتفاع  والتدين،   الكافي،  غير   التمويل  لتشمل  النوعية  المرحلة   من   للقلق  إثارة  الكافي
 7.655بـ     قيمة  أعلى  على  يحتوي   الكافي  غير  التمويل  أن  حيث  سلفاا،  المذكورة  النوعية  النتائج  تدعم  في  الكمية  النتائج

  بينما  ، 1.604  الذاتية القيمة مع  الائتمان أهلية  هو  والثالث . 2.058 الذاتية  القيمة مع  التدين  قضية  متابعة  مع ،
  أصحاب  جميع أن أيضاا  الدراسة ووجدت . 1.485 القيمة ذات الحكومية  والبرامج السياسات هو  الرابع العامل 

  زيادة   تشمل   التي  الاقتصادية   المنفعة   مثل  المتوقعة  الآفاق  بسبب   المقترح  النموذج  لقبول  استعداد   على  الزراعيين   المصلحة 
  الأخرى  الربح ومصادر  الأغذية، إنتاج وتحسين الفقر،  من والحد العمل، فرص وخلق التمويل، على الحصول فرص

  تقليل  وأخيراا  الأخرى الإسلامية  المصرفية  المنتجات استخدام  للتسهيل الإسلامية،  القيم  تعزيز المالية،  للمؤسسات 
  الوقت   في   التمويل  وصرف  للمزارعين،  الخاطئ  والاختيار  الخبراء،  غير   ومشاركة  الوعي،  ضعف  فإن  ذلك،  ومع.  المخاطر

  تعيق   أن   يمكن  متوقعة  تحديات  كلها   العملية،   الممارسات   في   الخبراء   مشورة  أخذ  وعدم   والتقييم  الرصد   وضعف   المناسب،
  وصرف  الحقيقيين، للمزارعين  التمويل  وإعطاء  الخبراء، إشراك  ضرورة  من  المستجوبين يقترح  وبالتالي، . بنجاح تنفيذه

  والبرامج  التوعية وحملات  الخبراء، بمشورة الصارم والالتزام المناسبين، والتقييم والرصد المناسب،  الوقت في التمويل
 . للنموذج الناجح التنفيذ مفتاح  هي  التعليمية



 

iv 

APPROVAL PAGE 

The thesis of Ummi Ibrahim Atah has been approved by the following: 

 

 

_____________________________ 

Mustafa Omar Mohammed 

Supervisor 

 

 

_____________________________ 

Adewale Abideen Adeyemi 

Co-Supervisor 

 

 

_____________________________ 

Aznan Hasan 

Internal Examiner 

 

 

_____________________________ 

Ashraf Md. Hashim 

External Examiner 

 

 

_____________________________ 

Amir Husin Mohd Nor 

External Examiner 

 

 

_____________________________ 

Noor Mohammad Osmani 

Chairman 



 

v 

DECLARATION 

I hereby declare that this thesis is the result of my own investigations, except where 

otherwise stated. I also declare that it has not been previously or concurrently submitted 

as a whole for any other degrees at IIUM or other institutions. 

 

Ummi Ibrahim Atah  

 

Signature ...........................................................             Date ......................................... 

 

  



 

vi 

COPYRIGHT 

INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA 
 

 

DECLARATION OF COPYRIGHT AND AFFIRMATION OF 

FAIR USE OF UNPUBLISHED RESEARCH 
 
 

PROPOSED BAY’ AL-SALAM WITH TAKAFUL AND VALUE 

CHAIN MODEL FOR FINANCING AGRICULTURE IN KANO 

STATE, NIGERIA 
 

 

I declare that the copyright holders of this thesis are jointly owned by the student 

and IIUM. 

 
Copyright © 2019 Ummi Ibrahim Atah and International Islamic University Malaysia. All rights 

reserved. 

 

No part of this unpublished research may be reproduced, stored in a retrieval system, 

or transmitted, in any form or by any means, electronic, mechanical, photocopying, 

recording or otherwise without prior written permission of the copyright holder 

except as provided below 

 

1. Any material contained in or derived from this unpublished research 

may only be used by others in their writing with due 

acknowledgement. 

 

2. IIUM or its library will have the right to make and transmit copies (print 

or electronic) for institutional and academic purposes.  

 

3. The IIUM library will have the right to make, store in a retrieved system 

and supply copies of this unpublished research if requested by other 

universities and research libraries. 

 

By signing this form, I acknowledged that I have read and understand the IIUM 

Intellectual Property Right and Commercialization policy. 

 

 

 

 

Affirmed by Ummi Ibrahim Atah 
                             

 

                                                                                            

              

       ……..……………………..                         ……………………….. 

                    Signature                                            Date     
 



 

vii 

DEDICATION 

 

 

 

 

 

 

To my Father Alhaji Ibrahim Atah, and my Mother Hajiya Rakiya Sani Maianini 

for their sound moral, financial and spiritual support. 

 

 



 

viii 

ACKNOWLEDGEMENTS 

All praises be to Allah (S.W.T) the beneficent and most merciful for guarantying my, 

health and the ability to successfully see the end of this PhD journey despite countless 

challenges. It is only true kindness and blessing of my creator that I manage to write 

despite various commitments. He changes everything that I thought impossible to be 

possible. Once more I thank Allah for all of his blessings towards me. Peace and 

blessing be to our beloved prophet Muhammad (S.A.W) his family and companion.  

 

My heartiest appreciation goes to my supervisor Assoc. Prof Mustafa Omar 

Mohammed for his dedication, guidance and tireless support throughout my PhD 

journey. Prof served beyond a supervisor to me as he takes the role of father and mentor. 

May Allah reward him with Jannatul firdaus, Ameen. I am equally indebted to my 

second supervisor and chairman of my supervisory committee Assoc. Prof Abideen 

Adewale Adeyemi and Prof engku Rabiah Adawiyya for their professional and 

academic contributions to the success of this research. No doubt, their contribution has 

shaped the research. Words cannot express how grateful I am, but I pray for Allah to 

grant them whatever they desired in this world and hereafter.  

 

Similarly, I appreciate and thank the TETFUND for honoring me with the 

sponsorship throughout my PhD journey. Worthy to be acknowledge is International 

Islamic University Malaysia for providing a conducive environment that enables 

effective learning to students. 

 

To my dearest parent Alhaji Ibrahim Atah and Hajiya Ruqayya Sani mai anini. I 

thank you all for your good moral upbringing, love, affection and support that you have 

shown to me. I got all i need. I raised my hands in prayer for Allah to reward you with 

Jannatul firdaus. 

 

Worthy to be acknowledged is the support given to me by my beloved husband 

Dr Muntaka Dahiru. You made me to be just a different person because of the way you 

care and love for me. Your contributions in the making and connecting the concept of 

my research can never be overemphasized. I would like to thank you for your immense 

support, patience, perseverance that you expressed to me during this long journey. My 

special and heartiest prayer goes to my children, Abdussamad, Rukayya, Sadiya and 

Khadija. They sacrifice a lot for me as i have been absent when they need my presence, 

love and comfort as a mother. May Allah make you to be pious children and assist you 

in all your undertaking, Ameen. My Sisters and brothers, Jamila, Maryam, Hasiya, 

Nafisa, Abubakar, Mohd, Najib, Suleiman, Mahmud, Abdulwahid, Ummi, I thank you 

all for your prayers and support 

 

Finally, words could not express my appreciation and gratefulness to the 

immense contribution given to me by Dr Aminu Zubairu and Dr Mansurah throughout 

this journey they spent a lot of their precious time and energy in perfecting my work 

and they exert a significant impact on the entire thesis. May Allah reward them 

abundantly. To others that in one way or the other contribute towards successful 

completion of this thesis such as   Prof Sahari, Prof Sheikh Ismail, Dr Maya Puspa, Dr 



 

ix 

Haroun Jayeoba, Dr Hanifa, Sister Maswa,  sister Lina, sister Farida, Mabruka, Wafa, 

Abdulkadir Lallam, Hudallah, Hafsa  I all raise my cap off to you and I pray Allah to 

assist you as well. 

 



 

x 

TABLE OF CONTENTS 

Abstract ...................................................................................................................... ii 
Abstract in Arabic ...................................................................................................... iii 

Approval Page ............................................................................................................ iv 
Declaration ................................................................................................................. v 
Copyright ................................................................................................................... vi 
Dedication .................................................................................................................. vii 
Acknowledgements .................................................................................................... viii 

List of Tables ............................................................................................................ xvii 
List of Figures ............................................................................................................ xix 
List of Abbreviations ................................................................................................. xx 

 

CHAPTER ONE: INTRODUCTION .................................................................... 1 
1.1 Background of the Study ......................................................................... 1 

1.1.1 Agriculture in Nigeria ................................................................... 2 

1.1.2 Agriculture in Kano State, Nigeria ............................................... 6 
1.1.3 Challenges Facing Agriculture in Nigeria .................................... 8 

1.2 Statement of the Problem ........................................................................ 15 
1.3 Research Questions ................................................................................. 17 

1.4 Objectives of the Study ........................................................................... 18 

1.5 Significance of the Research ................................................................... 18 

1.6 Scope of the Study .................................................................................. 20 
1.7 Plan of the Study ..................................................................................... 20 

 

CHAPTER TWO: LITERATURE REVIEW ....................................................... 22 
2.1 Introduction ............................................................................................. 22 

2.2 Agricultural Sector Contribution To Development of Nigerian 

Economy ................................................................................................. 22 

2.3 Major Challenges Facing the Agricultural Sector in Nigeria.................. 26 
2.3.1 Financing Challenges .................................................................... 27 
2.3.2 Risk issues .................................................................................... 27 

2.3.2.1 Natural Risk Issues ......................................................... 28 

2.3.2.2 Marketing and Pricing Risk Issues ................................. 28 
2.3.2.3 Pre-harvest Risk .............................................................. 30 

2.3.2.4 Post-harvest Risk ............................................................ 30 
2.3.3 Land Tenure .................................................................................. 31 
2.3.4 Inadequate Infrastructures ............................................................ 32 
2.3.5 Inadequate Inputs .......................................................................... 34 
2.3.6 Inadequate Information ................................................................. 35 

2.3.7 Poor Technology Adoption and Technical Know-How ............... 36 
2.4 Dimension of Financing Challenges Facing Farmers ............................. 38 

2.4.1 Credit Inaccessibility Issues ......................................................... 39 
2.4.2 Credit Affordability Issues ........................................................... 44 
2.4.3 Credit Eligibility Issues ................................................................ 45 

2.5 Agricultural Policy and Programmes Embark Upon By the 

Nigerian Government .............................................................................. 48 



 

xi 

2.5.1 National Accelerated Food Production Programme (NAFPP) ..... 48 
2.5.2 Green Revolution Programme (GRP) ........................................... 49 

2.5.3 Agricultural Credit Support Scheme ............................................ 50 
2.5.4 Commercial Agriculture Credit Scheme (CACS) ........................ 50 
2.5.5 The Seven Point Agenda .............................................................. 51 
2.5.6 Agricultural Transformation Agenda (ATA) ................................ 52 
2.5.7 Anchor Borrower Programme ...................................................... 53 

2.5.8 Failures of Agricultural Policies and Programmes ....................... 55 
2.6 Summary of the Chapter ......................................................................... 56 

 

CHAPTER THREE: LITERATURE REVIEW ON ISLAMIC 

AGRICULTURAL  FINANCING .......................................................................... 58 

3.1 Introduction ............................................................................................. 58 
3.2 Religious Prohibition of Exploitative Transaction .................................. 58 

3.2.1 Prohibition of Riba ....................................................................... 59 
3.2.2 Gharar ........................................................................................... 61 
3.2.3 Gambling ...................................................................................... 61 

3.3 Islamic Agricultural Financing ............................................................... 62 

3.3.1 Musharaka ..................................................................................... 62 
3.3.2 Musaqa: ......................................................................................... 64 

3.3.3 Muzara’ah ..................................................................................... 64 
3.3.4 Musharaka Mutanaqisa: ................................................................ 65 
3.3.5 Bay’al-Murabahah (Markup Sale): ............................................... 65 

3.3.6 Ijarah: ............................................................................................ 66 

3.3.7 Bay-Salam: ................................................................................... 67 
3.4 Legality and Conditions Necessary for a Valid Salam Contract ............ 70 
3.5 Benefit and Economic Importance of Bay-Salam Contract .................... 75 

3.6 Types of Salam ........................................................................................ 77 
3.6.1 Agency Salam ............................................................................... 77 

3.6.2 Parallel Salam ............................................................................... 79 
3.6.3 Bank Market the Goods itself ....................................................... 81 

3.7 Prior Studies and Models of Islamic Agricultural Financing.................. 82 

3.7.1 Theoretical Models of Islamic Agricultural Financing ................ 82 
3.7.2 Practical Models of Islamic Agricultural Financing ..................... 88 
3.7.3 Limitation of Previous Researches and the Gap ........................... 97 

3.8 Islamic Insurance .................................................................................... 101 

3.9 Value Chain Financing ............................................................................ 105 
3.9.1 Demand for Value Chain Financing ............................................. 109 
3.9.2 Interests and Incentives to Provide or Facilitate Financing .......... 110 

3.9.3 Capacity and Constraints to Provide or Facilitate Financing ....... 110 
3.9.4 Types of Value Chain Financing .................................................. 111 
3.9.5 Opportunities ................................................................................ 112 
3.9.6 Challenges of Value Chain ........................................................... 112 

3.10 Summary ............................................................................................... 113 

 

 

 

 



 

xii 

CHAPTER FOUR: PROPOSED BAY-SALAM WITH TAKAFUL AND 

VALUE CHAIN MODEL ....................................................................................... 116 

4.1 Introduction ............................................................................................. 116 
4.2 Models of Financing Farmers in Nigeria ................................................ 116 

4.2.1 Agricultural Credit Guarantee Scheme Fund (ACGSF) ............... 118 
4.2.2 Bank of Agriculture Model (BOA) ............................................... 120 
4.2.3 Anchor Borrower .......................................................................... 121 

4.2.4 Micro-finance Model .................................................................... 122 
4.3 Theoretical Underpinning – Theory of Change ...................................... 124 
4.4 Rationale For Integrating Takaful and Value Chain With Bay-

Salam ....................................................................................................... 127 
4.5 The Need For Having Alternative Model ............................................... 130 

4.6 Propose Bay-Salam With Takaful and Value Chain Model ................... 131 
4.6.1 Stage One ...................................................................................... 135 

4.6.2 Second Stage ................................................................................. 137 
4.6.3 Third Stage .................................................................................... 137 
4.6.4 Fourth Stage .................................................................................. 138 
4.6.5 Fifth Stage ..................................................................................... 139 

4.6.6 Sixth Stage .................................................................................... 139 
4.6.7 Seventh stage ................................................................................ 139 

4.6.7.1 The role of Islamic social finance (Zakat) ...................... 140 
4.6.8 Eight Stage .................................................................................... 140 
4.6.9 Ninth Stage ................................................................................... 141 

4.6.10 Ten Stage .................................................................................... 141 

4.6.11 Eleven Stage ............................................................................... 142 
4.6.12 Twelve Stage............................................................................... 143 
4.6.13 Thirteenth Stage .......................................................................... 143 

4.7 Risk Management of the Model .............................................................. 143 
4.7.1 Delivery/ Default Risk .................................................................. 144 

4.7.2 Production Risk ............................................................................ 145 
4.7.3 Price Risk ...................................................................................... 145 
4.7.4 Quality Risk .................................................................................. 146 

4.7.5 Pre-Harvest Risk ........................................................................... 146 
4.8 Strategy of Cost Minimization in the Proposed Bay-Salam With 

Takaful and Value Chain Model. ............................................................ 147 

4.9 Conditions For Shariah Compliance ....................................................... 149 

4.10 Prospects of the Proposed Model .......................................................... 149 
4.10.1 Prospect/Impact to Financial Institutions .................................. 149 
4.10.2 Prospect/Impact to Farmers ...................................................... 151 

4.10.3 Prospect/Impact to Economy .................................................... 152 

 

CHAPTER FIVE: METHODOLOGY .................................................................. 155 
5.1 Introduction ............................................................................................. 155 
5.2 Relationship Between Study Objectives and Methodology 

Undertaken .............................................................................................. 156 
5.3 Philosophical World View ...................................................................... 157 
5.4 Research Design ...................................................................................... 157 
5.5 Study Area ............................................................................................... 162 

5.6 Strategy of Inquiry (Case Study) ............................................................ 163 



 

xiii 

5.7 Participants in Qualitative and Quantitative Phase ................................. 165 
5.8 Sampling Technique for Qualitative and Quantitative Methods............. 167 

5.8.1 Sample Size for Qualitative Method............................................. 168 
5.8.2 Sample Size for Quantitative Method ........................................... 170 

5.9 Data Collection Technique/Instrument ................................................... 170 
5.9.1 In-Depth Interview Guide ............................................................. 171 
5.9.2 Ethical Procedures in Conducting Interview ................................ 173 

5.9.3 Questionnaire ................................................................................ 173 
5.9.3.1 Questionnaire Structures ................................................ 174 
5.9.3.2 Questionnaire Process .................................................... 175 
5.9.3.3 Designing Questionnaire Instrument .............................. 175 

5.10 Validity and Reliability ......................................................................... 181 

5.11 Data Analysis for Qualitative and Quantitative Methods ..................... 182 
5.11.1 Qualitative data analysis ........................................................... 182 

5.11.2 Quantitative data analysis ......................................................... 185 
5.11.3 Establishing trustworthiness and credibility for Qualitative 

Data Analysis ............................................................................ 186 
5.12 Summary ............................................................................................... 187 

 

CHAPTER SIX: QUALITATIVE DATA PRESENTATION AND 

ANALYSIS ............................................................................................................... 188 
6.1 Introduction ............................................................................................. 188 
6.2 Demographic Information of Qualitative Respondents .......................... 189 

6.3 Themes On the Major Challenges Facing Agricultural Sector of 

Kano State ............................................................................................... 190 
6.3.1 Inadequate Financing .................................................................... 192 
6.3.2 Risk Issues .................................................................................... 193 

6.3.2.1 Post Harvest Risk ........................................................... 193 
6.3.2.2 Price Risk ........................................................................ 194 

6.3.2.3 Marketing Risk ............................................................... 195 
6.3.2.4 Natural Risk .................................................................... 195 

6.3.3 Poor Logistics ............................................................................... 196 

6.3.4 Ineffective Government Policies and Programmes ...................... 197 
6.3.5 Inadequate Technical Know-How and Skills ............................... 198 
6.3.6 Inadequate Infrastructural Facilities ............................................. 199 

6.3.7 Inadequate Modern Input Facilities .............................................. 200 

6.3.8 Lack of Incorporating Value Addition ......................................... 201 
6.3.9 Corruption ..................................................................................... 202 

6.4 Theme on the Extent of the Challenge on the Productivity of the 

Farmers .................................................................................................... 203 
6.5 Theme on Remedies to Major Challenges .............................................. 204 

6.5.1 Appropriate Financing from Government and Financial 

Institutions .................................................................................... 204 
6.5.2 Provision of Adequate Infrastructural Facilities ........................... 205 

6.5.3 Encouraging Value Addition ........................................................ 206 
6.5.4 Imparting Technical Skills and Know-How ................................. 207 
6.5.5 Close Monitoring .......................................................................... 208 
6.5.6 Good Policies and Programmes .................................................... 209 



 

xiv 

6.6 Theme of Dimension of Financing Challenges Facing Agricultural 

Sector....................................................................................................... 210 

6.6.1 Theme of Satisfaction with the Current Mode of Financing ........ 212 
6.6.2 Theme on Causes of Dissatisfaction of Farmers with the 

Present Mode of Financing. .......................................................... 213 
6.6.2.1 Theme of Credit Inaccessibility ...................................... 214 
6.6.2.2 Delay in Obtaining the Loan .......................................... 214 

6.6.2.3 Inadequate Financing ...................................................... 216 
6.6.2.4 Poor Value Chain Financing .......................................... 217 
6.6.2.5 Small Loan Amount ....................................................... 218 

6.6.3 Theme on Religiosity Issue .......................................................... 219 
6.6.4 Theme on Credit Affordability ..................................................... 221 

6.6.4.1 High Interest Charges ..................................................... 222 
6.6.4.2 High Cost ........................................................................ 223 

6.6.4.3 Withhold collateral and no Extension of Repayment 

Period .............................................................................. 224 
6.6.5 Theme of Credit Eligibility Issue ................................................. 226 

6.6.5.1 Collateral Issue ............................................................... 226 

6.6.5.2 Rigorous Terms and Condition of Loan Application ..... 227 
6.6.5.3 No Proper Grantor .......................................................... 228 

6.6.5.4 No Proper Guidance ....................................................... 229 
6.7 Theme on Remedies to Financing Challenges ........................................ 231 

6.7.1 More Investment in the Sector by the Government, Financial 

Institutions and Rich People ......................................................... 231 

6.7.2 Provision of Compatible Financing .............................................. 232 
6.7.3 Establishing Farmers’ Association ............................................... 234 
6.7.4 Incorporating Value Chain Financing .......................................... 235 

6.7.5 Provision of Guarantee to Financial Institution ............................ 236 
6.7.6 Minimising Rigorous Terms and Condition ................................. 236 

6.7.7 Timely Disbursement of Financing .............................................. 237 
6.7.8 Provision of Financing Both in Kind and in Cash ........................ 238 

6.8 Theme on Perception of Agricultural Stakeholders Regarding 

Acceptability of Proposed Bay- Salam With Takaful and Value 

Chain Model in Financing Farmers of Kano State. ................................ 239 
6.8.1 Financial Institution Perception Towards the Proposed 

Model ............................................................................................ 239 

6.8.2 Agricultural Expert Perception Towards the Proposed Model ..... 240 
6.9 Theme on Attempt to Apply Islamic Mode of Financing Farmers 

By the Financial Institutions. .................................................................. 242 

6.10 Theme on the Prospects of the Proposed Bay-Salam Model With 

Takaful and Value Chain in Financing Agriculture of Kano State. ...... 244 
6.10.1 Theme of Increase Access to Finance ....................................... 245 

6.10.1.1 More Investment into Agricultural Sector ................ 246 
6.10.1.2 Increase Financial Inclusion ..................................... 247 

6.10.1.3 Encourage Value Chain Integration .......................... 247 
6.10.1.4 Capital Provision ....................................................... 248 
6.10.1.5 Enhancing Access to Finance through Farmer’s 

Association ................................................................ 249 

6.10.2 Theme of Appropriate Ways of Minimising Risk .................... 250 



 

xv 

6.10.2.1 Default Risk Reduction ............................................. 251 
6.10.2.2 Low Quality and Quantity Risk Reduction ............... 252 

6.10.2.3 Post-Harvest Risk Reduction .................................... 253 
6.10.2.4 Market Risk Reduction ............................................. 254 
6.10.2.5 Price Risk Reduction ................................................ 254 
6.10.2.6 Guarantee Provision through Takaful ....................... 255 

6.10.3 Theme of Employment Creation ............................................... 256 

6.10.4 Theme of Facilitating Other Islamic Banking Products ........... 257 
6.10.5 Theme of Other Sources of Profit to Financial Institutions ...... 258 
6.10.6 Theme of Improving Food Production ..................................... 258 
6.10.7 Theme of Poverty Reduction .................................................... 259 

6.11 Theme of Envisaged Problems Regarding Implementation of the 

Proposed Model .................................................................................... 260 
6.11.1 Non-Expert Involvement .......................................................... 261 

6.11.2 Wrong Selection of Farmers ..................................................... 262 
6.11.3 Untimely Disbursing of Financing............................................ 263 
6.11.4 Poor Awareness About Takaful ................................................ 263 
6.11.5 Poor Monitoring and Evaluation ............................................... 264 

6.11.6 Not Taken Expert Advice into Practice .................................... 265 
6.12 Summary ............................................................................................... 266 

 

CHAPTER SEVEN: QUANTITATIVE RESULTS AND ANALYSIS .............. 267 
7.1 Introduction ............................................................................................. 267 

7.2 Respondents Demographic Information ................................................. 268 

7.3 Factor Analysis Result and Discussion ................................................... 277 
7.3.1 Factorability of the Correlation Matrix ......................................... 277 
7.3.2 Anti Image Matrix ........................................................................ 278 

7.3.3 Grouping of Factors ...................................................................... 279 
7.3.4 Loading of Factor ......................................................................... 282 

7.3.5 Communalities .............................................................................. 283 
7.3.6 Naming of Factor .......................................................................... 284 

7.4 Descriptive Analysis and Interpretation .................................................. 285 

7.4.1 Discussion and Interpretations of Quantitative Result Based 

on Eigenvalues and Integrating Qualitative Findings ................... 286 
7.4.2 Discussion and Interpretation of Result Based on Percentage 

Variance ........................................................................................ 291 

7.5 Descriptive Statistics about Perception of Stakeholders Regarding 

Acceptability of Proposed Model............................................................ 292 
7.5.1 Descriptive Statistics about Awareness Perception of 

Farmers About Proposed Model ................................................... 292 
7.5.2 Descriptive Statistics about Perception of Farmers with 

Regard to Economic Benefit of the Proposed Model ................... 295 
7.5.3 Descriptive Statistics about Perception of Farmers with 

Regard to Islamic Values of the Proposed Model. ....................... 298 

7.5.4 Descriptive Statistics about Perception of Farmers with 

Regard to Risk Minimization of the Proposed Model .................. 300 
7.5.5 Descriptive Analysis about Perception of Farmers with 

Regard to Proposed Model. .......................................................... 302 

7.5.5.1 Discussion ....................................................................... 302 



 

xvi 

7.6 Summary ................................................................................................. 307 

 

CHAPTER EIGHT: SUMMARY OF FINDINGS, RECOMMENDATIONS 

AND CONCLUSION ................................................................................................ 309 
8.1 Introduction ............................................................................................. 309 
8.2 Summary of the Study Major Findings ................................................... 309 

8.2.1 Challenges Facing Agricultural Sector ......................................... 311 

8.2.2 Dimension of Financing Challenges ............................................. 311 
8.2.3 Stakeholders Perception Regarding Acceptability and 

Prospects of the Proposed Model ................................................. 312 
8.2.3.1 Envisaged problems regarding implementation of 

the proposed model ......................................................... 315 

8.3 Implication of the Study .......................................................................... 316 
8.3.1 Implication to Policy Makers........................................................ 316 

8.3.2 Implication to Body of Knowledge .............................................. 316 
8.3.3 Implication to theory ..................................................................... 317 
8.3.4 Practical Implication ..................................................................... 317 

8.4 Recommendation..................................................................................... 318 

8.5 Limitation of the Study and Recommendation For Further 

Research. ................................................................................................. 318 

8.6 Conclusion .............................................................................................. 319 

 

REFERENCES ......................................................................................................... 322 

 

APPENDIX A: INTERVIEW ............................................................................... 346 
APPENDIX B: CONSENT LETTER ................................................................... 349 
APPENDIX C: QUESTIONNAIRE ..................................................................... 351 

APPENDIX D: RECOMMENDATION FOR DATA COLLECTION ............. 358 

APPENDIX E: APPROVAL LETTERS TO COLLECT DATA ...................... 351 

APPENDIX F: TRANSLATION OF INTERVIEW AND QUESTIONNAIRE ....... 358 

 

 



 

xvii 

LIST OF TABLES 

Table No.                                                                                                        Page No. 

1.3 Comparism between oil and agriculture in terms of their 

contribution 6 

4.1 Prices of rice from 2013-2019 in Nigeria 136 

5.1 Relationships between objectives, methodology, data collection 

and analysis 156 

5.2 Number of Participants in Qualitative Phase 169 

5.3 Questionnaire Items and Construct 176 

5.4 Distributions of Questionnaire 280 

5.5 Scale Reliability Test 182 

6.1 Career and gender of respondents 189 

6.2 Theme of Major Challenges facing Agricultural Sector 191 

6.3 Remedies to Major Challenges facing Agricultural Sector 204 

6.4  Themes on the dimensions of financing challenges facing farmers 210 

6.5  Remedies to financing challenges 211 

6.6 Remedies to financing challenges 231 

6.7 Prospect of Bay-Salam with Takaful and value chain model 245 

6.8 Envisage problem regarding implementation of the proposed 

model 260 

7.1 Gender of the Respondent 268 

7.2 Marital Status of Respondents 269 

7.3 Ages of Respondents 269 

7.4 Tribe of Respondents 270 

7.5 Education of Respondents 271 

7.6 Income of Respondents 271 



 

xviii 

7.7 Family size of Respondents 272 

7.8 Main Farming Occupation of Respondents 273 

7.9 Acre size of Respondents 273 

7.10 Years of experience of Respondents 274 

7.11 Members of family employed 275 

7.12 Account type of Respondents 276 

7.13 Purpose of Opening Account 276 

7.14 KMO and Bartlett's Test 277 

7.15 Anti-image Matrices 278 

7.16 shows the total variance explained 280 

7.17 Rotated Component Matrixa 282 

7.18 Communalities 283 

7.19 Descriptive analysis 285 

7.20 Showing Level of Awareness about Bay Salam Model 294 

7.21 Economic Perception 297 

7.22 Islamic Values Perception 299 

7.23 Risk Minimisation Perception 301 

7.24 Descriptive analysis 302 

 

 

 



 

xix 

LIST OF FIGURES 

 Figure No.                                                                                                        Page No. 

1.1 Agricultural Contribution to GDP in Nigeria 3 

1.2 Real Oil and non-oil Year Grow 4 

2.1 Relative contribution of oil and agricultural products to export 25 

2.2 Percentage of borrowing from formal financial institutions. 39 

2.3  Percentage of Nigerian adult borrowing channel by year 41 

3.1 Agency-Salam model 78 

3.2 Parallel Salam Model 80 

3.3 Subsidiary Salam Model 81 

4.1 Model of the Agricultural Credit Guarantee Scheme Fund 

(ACGS) 119 

4.2 Bank of Agriculture Model 120 

4.3 Micro-Finance model 123 

4.4 Proposed Bay-Salam with Takaful and Value chain Model 133 

5.1 Exploratory Sequential Design 161 

5.2 Qualitative data analysis flow adapted from Creswell (2009) 185 

6.1 Theme Frequency of major challenges facing agricultural sector 191 

7.1 Scree Plot 281 

 

 

 



 

xx 

LIST OF ABBREVIATIONS 

AFAN  All farmers’ association of Nigeria  

ACGSF Agricultural credit guarantee scheme fund 

APHLIS The African Postharvest Losses Information System 

ATA  Agricultural transformation agenda 

AVC  Agricultural value chain  

CACS   Commercial agricultural credit schemes  

CSAF  Council for small holder agricultural finance  

CBN  Central bank of Nigeria  

FAO  Food and agriculture organization  

ICT  Information and communication technology 

ISF  Initiative for small holder farmers  

KNARDA Kano state agricultural and rural development authority  

MFI  Microfinance institutions  

MSMES Micro-small and medium sized-enterprises 

NAN  News agency Nigeria  

NACB  Nigerian agricultural and cooperative bank 

NGOS  Non-governmental organization  

NIRSAL Nigerian incentive- based risk sharing system for agriculture  

USAID United State agency for international development 

VCF  Value chain financing  

 

 

 

 



 

1 

CHAPTER ONE 

INTRODUCTION 

1.1  BACKGROUND OF THE STUDY 

The importance of agriculture to the development of any economy; be it developed, 

developing or underdeveloped can never be overemphasized. Agriculture is considered 

as the main stay and back bone of the economy of many countries in the world (Agwu, 

2017; Ihegboro, 2014). It serves as the major contributor to food security, employment 

opportunities, foreign exchange earnings, supply of raw materials to industries, country’s 

GDP and enhances domestic saving and purchasing power of rural people (Ako, 2017; 

Inusa, Daniel, Dayagal &Chiya, 2018). Thus, it prospers the overall economic growth 

and development of many countries around the globe (Bradshaw & Stenning, 2016; 

Obaidallah, 2015).  

Previous studies have shown the relevance of agriculture in increasing 

employment and GDP of different countries around the globe. For example, Bradshaw & 

Stenning (2016) opined that agriculture is the major contributor to the GDP of European 

countries such as Albania (51%), Maldova (28%), Kyrgystan (39%), Goergia 32%, 

Uzbekisan (35%) and Turkmonistan (27%) respectively. In the same vein, World Bank 

(2017) and World Bank (2018) highlighted the contribution of agriculture to GDP and 

employment opportunities of the countries such as United Kingdom GDP (1 %) and 

employed (1%), U.S.A GDP (1%) and employed (2%), Russia GDP (4%) and 

employment (7%), and France GDP (2%) as well as employment (3%).   

In the Asian countries, Saiti,  Afghan & Noordin, (2018) and Obaidallah (2015) 

stressed the important contribution of agriculture towards the economic development of 

Asian countries. This reality is shown by World Bank (2017) and World Bank (2018) 
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report in which the respective contribution of the sector to Asian countries was revealed 

to be Malaysia GDP (9%) and employed (11%), Pakistan GDP is (23%) and workforce 

(42%), Indonesia GDP (13%) and employed (31%), China GDP is (8%) and employed 

(18%) of the total population.  

In the African country’s studies of Akin, (2017) Mohammed, (2016) and Jacobs 

(2016) emphasized the gigantic contribution of agriculture to the development of these 

countries. For example, it is evident by the world Bank report (2017) and World Bank 

(2018) that it contributed to the GDP and employment opportunities of countries such 

as Nigeria (21%) and (37%), Uganda (25%) and (69%), Ghana (17%) and (41%), 

Senegal (15%) and (53%) and lastly Mali is (38%) and (58%) respectively.  

  

1.1.1 Agriculture in Nigeria 

Similar to many countries around the world, the major economic activity of Nigeria is 

agriculture which also remains the major source of employment (Olotu, Salami & 

Akeremale,2015). In the early 1950-1960 agriculture provided employment to over 

seventy percent (70%) of the total Nigerian population, 95 percent of the needed food 

for the people and seventy percent of foreign exchange earnings (Olukunle, 2013; Inusa 

et al.,2018). Agricultural commodities designated for export such as cotton, rubber, 

groundnut, coffee, palm oil and palm kernel played a significant role in developing the 

economy by providing the much-needed foreign exchange (Sunusi, 2010). Nigeria led 

in many aspects of production and exportation of agricultural products in the world. 

Palm oil, cotton, palm kennel herds and skin are but few amongst the agricultural 

products Nigeria was known as the second largest in the world (Anyanwu, 2014).  

The contribution of agriculture in the Nigerian economy can never be over 

emphasized. Historically, in early 1950s and 60s the agricultural products accounted for 
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70% of Nigeria’s non-oil export trade and hence, dominated the sector.  During 1960/61, 

the contribution of agriculture to GDP was (64.4 %) and (64.1%) respectively. This high 

GDP contribution was achieved despite the fact that the Nigerian peasant farmers relied 

on nomadic farming tools and local farming method. Then, the government was able to 

execute investment in capital development project through earnings from agricultural 

product’s export (Anthony, 2010; Olekunle, 2013; Sunusi, 2011). 

 The Nigerian economy experienced a dramatic change in the 1970s with the 

discovery of petroleum in commercial quantity (Ross, 2003). The Nigerian government 

neglected the agricultural sector to the extent that 85 percent of the government revenue 

is derived solely from oil. Instead of using oil revenue to support agriculture base to 

diversify the economy the agricultural sector has been neglected. The country’s 

economy, therefore, was turned into mono cultural and consequently, the contribution 

of agriculture to the GDP gradually declined to the extent that in 1985 the contribution 

to GDP was 19 percent (Izuchukwu, Huang,  Shehu, & Olufemi, 2012; Manyong, 2007; 

Olotu etal., 2015). The trends of agricultural sector contribution to the GDP and its 

declined are depicted in figure 1.1 below. 

 

  
 

Figure 1.1 Agricultural Contribution to GDP in Nigeria 
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Figure 1.1 indicate the tremendous contribution of the agricultural sector to GDP 

during 1958/59 and 1960/61 as 64.4 and 64.1 %. The sector continued to be the major 

contributor to GDP until 1966/67 when the growth of the sector steadily declined to 

51.9%.  The sector contribution declined drastically in 1969/70 to 48%, in 1980 to 20% 

and 19% in 1984/85.  

The excessive dependence on oil and poor diversification constitutes serious 

problem to the Nigerian economy. This is because the oil price is highly volatile. For 

example,  Nigeria was affected by a decline of the global  oil price which fell by 70% 

from 2014-2016 from $111.26 per barrel in 2011 to $40.68 in 2016 (Ikein, 2017). 

Moreover,   the country’s growth  of the oil sector  production was troubled by supply 

disturbance due to oil robbery, destruction of pipeline and insurgency in the oil 

producing sites (Ncube & Balma, 2017). Hence, the country cannot generate enough 

foreign exchange earnings because no appropriate emphasis is given to the other sectors 

to curtail the economy.   As a result, the GDP growth of Nigeria contracted to -0.4 which 

led the country into recession by 2016 (National Bureau of Statistics, 2016).  

 

 
 

Figure 1.2 Real Oil and non-oil Year Grow 

Source: National Bureau of Statistics of Nigeria (2016) 
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