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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.
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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; lhegboro, 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)



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



70% of Nigeria’s non-0il 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.
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Figure 1.1 Agricultural Contribution to GDP in Nigeria



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 (lkein, 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 aresult, the GDP growth of Nigeria contracted to -0.4 which

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

¢  Real Oil and Non Oil Year on Year Growth
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Figure 1.2 Real Oil and non-oil Year Grow
Source: National Bureau of Statistics of Nigeria (2016)
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