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Structural-change theory according to (Imoisi, Sogules, andEkpenyong 2012) focuses on the 

mechanism by which underdeveloped economies transform their domestic economic structures 

from a heavy emphasis on traditional subsistence agriculture to a more modern, more urbanized, 

and more industrially diverse manufacturing and service economy. It employs the tools of 

neoclassical price and resource allocation theory and modern econometrics to describe how this 

transformation process takes place (Imoisi, Sogules, andEkpenyong 2012). The two well-known 

types of the structural-change model are: the “two-sector surplus labour” theoretical model of W. 

Arthur Lewis and the “patterns of development” empirical analysis of (Okafor, 2016).  

 
Boserupian Theory of Agricultural Development  

As mentioned by (Imoisi, Sogules, andEkpenyong 2012) this theory was established by Ester 

Boserup, a Danish Economist. The Boserupian theory states that the increase in the growth and 

development of Agriculture is determined by the size of the population (labour Force) involved in 

agricultural practice. This opposes Malthusian theory which stipulates that the size and growth of 

the population depends on the food supply and agricultural methods; in times when food is not 

sufficient for everyone, the excess population will die. Boserup argued that in those times of 

pressure, people will find ways to increase the production of food by increasing workforce, 

machinery, fertilizers.(Akpansung, andBabalola, 2012). 

 
Review of empirical literature  

Varying opinions regarding the importance of the financial system for economic growth exist. 

(Akpansung, andBabalola, 2012) argued that financial system facilitated the mobilization of 

capital for “immense works” in England’s industrialization. (Schumpeter 1912) posited that well-

functioning banks spur technological innovation by identifying and funding entrepreneurs with the 

best chances of successfully implementing innovative products and production processes. In 

contrast, some other economists do not believe the existence of relationship between credit and 

growth (Lucas, 1988).However, (Levine 1997), opined that the level of financial development is a 

good predictor of future rates of economic growth, capital accumulation, and technological change. 

Theory proponents have also suggested that financial instruments, markets, and institutions arise 

to mitigate the effects of information and transaction costs, while less developed theoretical 
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literature showed that changes in economic activity could influence financial systems (Levine 

andRenelt, 1992).  

 
In the last few years, tremendous research studies using the concept of credit channel theory that 

policy variables have effects on both credit supply and demand in any economy abound in the 

literature. Dobrinskyand Markov (2003) in the recently proposed “credit channel view” suggested 

that shocks from monetary policy impacts on real economic performance via the credit supply by 

commercial banks and other financial institutions owing to movements in their supply schedules. 

(Mishkin2004) posited that an undeveloped financial system is one of the reasons why developing 

or transition countries have low rates of growth. This proposition is affirmed by (Duican and Pop 

2015) that the stability of financial sector plays an important role in economic development of any 

country, with evidences in the literature that there is a correlation between economic growth and 

credit market. Korkmaz (2015) also opined that banks can ensure effective distribution of 

resources in economy by transferring resources that they have collected to certain regions and

sectors. But when they contract credits that they let use, they can cause economic stagnation and 

for some sectors to go through a difficult period.(Nwaigbo, 1981). 

 
In general, most theoretical literature on financial development and economic growth supports the 

argument that credit market development has a positive influence on economic growth by 

enhancing capital accumulation and technological changes. According to Sassi (2014), there exists 

a general consensus among economists that a well-developed credit system stimulates economic 

growth by improving resources allocation channeled into investment, reducing information and 

transaction costs and allowing risk management to finance riskier but more productive investments 

and innovations. (Okolo, 2004). 

 
The law of returns to scale also provides the theoretical linkage between credit and agricultural 

output. In view of this, this work hinges on the law of returns to scale. This law in economic 

literature explains the proportional change in output with respect to proportional change in input 

variables. In other words, the law of returns to scale states that when there is a proportionate change 

in inputs, the behavior of output changes. For instance, an output may change by a large proportion, 
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same proportion, or small proportion with respect to change in input. Thus, this study is based on 

these theories underpinning the importance of credit market development for growth. 

 
Again, credit facility has the capacity to boost or motivate other factors of production by making 

the latent, potential or under-used capacities functional. Credit act as a spur that galvanizes the 

instrument of growth and advance in the planned or expected direction. It follows, therefore, that 

the more the influx of capital in the form of credit, the more the prosperity of the economy to move 

in its given path. (Ijere 1986; Fosu 1992; Amin 1996 and Umoh 2003). Agricultural credit are 

granted to farmers in support of planting and harvesting of crops which might be an overdraft, 

short-term, medium- term or long-term contingent on the resolution and growth period of the 

project (Ijaiya, 2003). (Akpansung, andBabalola, 2012) identified the problem of agricultural 

financing in Nigeria in two (2) facets namely; the problem from the side of farmers and the problem 

associated with agricultural business. The problems of financing agriculture on the part of farmers 

have to do with the illiteracy of farmers, inability to use latest and sophisticated farm input and 

mechanization, poor finance management leading to high rate of loan default by farmers. The 

problems associated with agricultural business are unsystematic risks (risks that are beyond the 

control of the farmer such as natural hazard), time lag (period between cultivation and harvest), 

the nature of land and immobility of labour; long term rate of return (some agricultural events 

require a very long incubation period).  

 
In solving the problem of agricultural financing in Nigeria, the government created the Nigerian 

Agricultural and Co-operative Bank (NACB) in 1972 as an agricultural financing institution. In 

2001, the government merged Nigerian Agricultural and Co-operative Bank  

(NACB), the Peoples’ Bank of Nigeria (PBN) and the risk assets of Family Economic 

Advancement Programme (FEAP) and subsequently created the Nigerian Agricultural Co-

operative and Rural Development Bank (NACRDB) Mustapha, (2006). 

 
Agricultural financing provides access to fund for farmers to acquire other assets which farmers 

need. Suitable macroeconomic policies and supporting institutional finance for agricultural 

productivity will enhance the contribution of the sector to the economy in areas such as 

employment generation, income and foreign exchange earnings Olomola, (1997) and Shepherd, 
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(2002). Agricultural financing reactivates, modernizes and expands agricultural productivity and 

also removes farmer’s financial constraint in adopting new technologies that aid rapid productivity 

and growthNzotta, (1999); Qureshi, Nabi andFaruqee (1996). There exist in the literature diverse 

studies with mixed findings on the subject under consideration in this paper. Aguwa, Inaya and 

Prosco (2013), investigated the impact of commercial banks‟ credit on agricultural productivity in 

Nigeria from 1980 – 2013. Stationary test was conducted using augmented Dickey Fuller (ADF) 

unit root test to find out whether the time series data have a unit root. The result showed that all 

the variables were not stationary at level (originally), but became stationary at 1st difference, that 

showed that the variables were integrated at order one I (1). 

 
Ordinary least square (OLS) was used to estimate the relationship between the variables in the 

model, the result showed that alternative hypothesis which stated that “commercial banks‟ credit 

has positive impact on agricultural productivity” between the period was validated and the null

rejected. The second hypothesis (null) which states that government spending on agriculture has 

no severe effect on agricultural productivity in Nigeria was rejected and the alternative accepted. 

This is in accordance with a priori expectation.(Akpansungand Babalola, 2012). 

 
Friday, Chris and Fredrick (2013) employed Vector Autoregressive (VAR) approach to examine 

the impact of credit supply, and various commercial bank loan schemes on agricultural sector 

production in Nigeria. The study covered the period 1981 to 2013; the result revealed that ACGSF 

performed poorly in explaining agriculture sector performance, while commercial bank loans to 

agriculture had significant impact on agricultural production in Nigeria. Similarly, using Ordinary 

Least Square method Kareem, Osisanya and Isiaq (2017), examined the effect of commercial 

banks financing on agricultural sector output in Nigeria, covering the period 1981 to 2014. The 

result showed that 99.6per cent of the variation in real agricultural gross domestic product is 

explained by commercial banks loan to agriculture. 

 
Similarly, Udoka, Mbat and Duke (2016), examined the effect of commercial banks‟ credit on 

agricultural output in Nigeria covering the period 1970 to 2014. The study employed data sourced 

from Central Bank of Nigeria Statistical bulletin. Ordinary Least Square technique was employed 

to estimate the parameter which shows the relationships between the explanatory variables and the 
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agricultural production in Nigeria. The result showed that there was positive and significant 

relationship between commercial banks‟ credit to the agricultural sector and agricultural 

production in Nigeria. 

 
Somehow contrary to the result above, Olusegun, Akintoye and Dada (2014) investigated the 

impact of commercial bank lending on Nigeria’s aggregate economic growth for the period 1970 

to 2011. Secondary data were employed for regression analysis, non-oil GDP was used as 

dependent variable, while commercial bank credit for the current year and one year lagged period 

as independent variables. The result revealed that the previous year’s loan and advances to the 

service sector had more positive impact on economic growth compared with current year’s loans 

and advances. The study also revealed that both previous and current year’s credit to „others‟ 

sectors had inverse relationship with economic growth. In terms of the subsectors, public utilities 

and transport/telecommunications subsector, the previous year credit showed positive 

contributions to economic growth, while the current year credit showed a negative impact. 

Nnamocha and Charles (2015), however, investigated the effect of bank credit on only agricultural 

output in Nigeria, using secondary data which covered the period 1970 to 2013.Ordinary Least 

Square method was employed for the analysis, the result of the empirical findings revealed that in 

the long run bank credit and industrial output contributed positively to the agricultural output in 

Nigeria. However, only industrial output influences agricultural output in the short run in Nigeria.  

Similarly, Ebele andIorember(2016), examined the impact of commercial bank credit on 

manufacturing in Nigeria, covering the period from 1980 to 2015. The study employed secondary 

data for the analysis, Cochrane-orcutt method was employed because of the presence of serial 

correlation as revealed by Durbin Watson test statistic result instead of OLS. The result showed 

that inflation and interest rate have negative effect on manufacturing sector output, while loans 

and advances and broad money supply have positive effect on the manufacturing sector output in 

Nigeria. (Olusegun, Akintoye and Dada, 2014), however, empirically evaluated the impact of 

commercial banks‟ credit to agriculture on agricultural development in Nigeria from 1984 to 2007. 

Using secondary data and Ordinary Least Square method for estimating the relationships between 

the dependent and the independent variables, the result showed that commercial bank credit to the 

agricultural sector and prices of agricultural product for this period have no significant positive 
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effect on agricultural productivity in Nigeria, but Agricultural credit scheme by purpose and 

government fund allocation to agriculture have. 

 
Research Methodology 

Two designs were adopted for this study; the first was exploratory design. This assisted us in 

reviewing the empirical literatures and the relevant theories for this study. Lastly, the study 

adopted the ex-post facto research design which was used in collecting the secondary data from 

the CBN statistical bulletin using desk survey from the period 2010 to 2018.  

 
Model Specification  

This study is anchored onBoserupian theory of agricultural development propounded by Ester 

Boserup, a Danish Economist, in 1979, as mentioned by (Akpansungand Babalola, 2012).On the 

basis of this theory, the study used Commercial Bank’s Credit to the Agricultural Sector (CBCA), 

Agricultural Credit Guarantee Scheme loan by purpose (ACLP), Government Financial Allocation 

to Agricultural sector (GFAA) and  Agricultural Produce Price (APR)to measure Agricultural 

Production Output Index (API). Hence, the functional relationship between the variables is express 

below: 

 
 API = f(CBCA, ACLP, GFAA, APPR) Where API = Agricultural Production Output Index

CBCA = Commercial Bank’s Credit to the Agricultural Sector ACLP = Agricultural Credit 

Guarantee Scheme loan by purpose GFAA = Government Financial Allocation to Agricultural 

sector APPR = Agricultural Produce Price. Further, to obtain an objective test on the influence of 

commercial banks' credit to agricultural production output index in Nigeria, we therefore break the 

above functional relationship stepwise on individual basis. Thus, this will help us to have accurate 

contribution or ascertain the influence of commercial banks' credit to the agricultural sector, which 

forms the theme of our research. However, our test of other variables on their individual basis will 

also aid us to achieve an objective comparison and state an unbiased judgment thus the relationship 

becomes API = f(CBCA) API = f(ACLP) API = f(GFAA) API = f(APPR) All these variables 

remain as earlier defined. The equation can now be explicitly specified in the following linear 

relationships: API = bo + b1CBCA + b2ACLP + b3GFAA + b4APPR + e  
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Then stating it individually as below, we have API = bo + b1CBCA + b2ACLP + b3GFAA + 

b4APPR + e  

From the above models, we can now draw the following apriori inferences: 

i.) If the dependent variable API responds positively to the set of explanatory variables CBCA, 

ACLP, GFAA and APPR as may be shown by the parameter estimates b0, b1, b2, b3 and b4, we 

will conclude that agricultural production output can be positively influenced by these variables 

as mentioned above.  

ii.) But where the parameter estimates obtained are insignificant by exhibiting negative signs and 

values, we will conclude that the variables do not influence or stimulate significantly agricultural 

production output in Nigeria. 

 
Data Analysis and Discussion 

The aim of this section is focused on analyzing data using estimation procedures. 

Correlation matrix 

The correlation matrix was used to determine the relationship among the variables of this study. 

The result of the correlation matrix is presented below 
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TABLE 1 
 

Correlation matrix 
 

 

Covariance Analysis: Ordinary    

Correlation     

Probability     

Observations API  CBCA  ACLP  GFAA  APPR   

API  1.000000     

 -----      

 40     

CBCA 0.105246 1.000000    

 0.5181 -----     

 40 40    

      

ACLP  -0.196398 -0.766601 1.000000   

 0.2245 0.0000 -----    

 40 40 40   

      

GFAA  0.126351 -0.771182 0.823403 1.000000  

 0.4372 0.0000 0.0000 -----   

 40 40 40 40  

      

APPR  -0.204928 0.196689 -0.348614 -0.371658 1.000000  

 0.2046 0.2238 0.0275 0.0182 -----   

 40 40 40 40 40  

       
Source: Researchers’ E-views  

 

Table 1 presented the correlation matrix result of the study variables; the correlation coefficient of 

the relationship between CBCA and development of agricultural sector in Nigeria. was positive 

and non-significant following its correlation coefficient of 0.1052 and p-value of 0.5181. The 

correlation coefficient of the relationship between ACLP and API was negative and non-

significant following its correlation coefficient of -0.1963 and p-value of 0.2245. On the other 

hand, the correlation coefficient of the relationship between GFAA and API was positive and non-

significant following its correlation coefficient of 0.1263 and p-value of 0.4372. 
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Furthermore, the correlation coefficient of the relationship between APPR and API was negative 

and non-significant following its correlation coefficient of -0.2049 and p-value of 0.2046.The 

correlation coefficient of the relationship between CBCA and API was negative and significant 

following its correlation coefficient of -0.7666 and p-value of 0.0000. Similarly, correlation 

coefficient of the relationship between CBCA and API was negative and non-significant following 

its correlation coefficient of -0.7712 and p-value of 0.0000. On the other hand, correlation 

coefficient of the relationship between CBCA and APPR was positive and non-significant 

following its correlation coefficient of 0.1966 and p-value of 0.2238.Further analysis revealed that, 

the correlation coefficient of the relationship between ACLP and GFAA was positive and 

significant following its correlation coefficient of 0.8234 and p-value of 0.0000. 

 
The correlation coefficient of the relationship between ACLP and APPR was negative and 

significant following its correlation coefficient of -0.3486 and p-value of 0.025.Lastly, correlation 

coefficient of the relationship between GFAA and APPR was negative and non-significant 

following its correlation coefficient of -0.3716 and p-value of 0.0182. 

 
The unit root test 

The outcome of the unit root test based on the Augmented Dickey-Fuller (ADF) is reported in 

Table 2. The outcome of the test as reported revealed that no variable was found to be stationary 

at level. This is because the Augmented Dickey-Fuller (ADF) test statistics values calculated in 

absolute terms were less than their respective tabulated values at one, five and ten per cent level 

of significance. However, all the variables of interest that were not stationary at level because their 

computed ADF test statistics values were less than the critical ADF statistics values at the one, 

five and ten per cent level of significance, became stationary after the performance of first 

difference operation on them. Thus, at first difference, the computed ADF test statistics values for 

all the variables were greater than the tabulated values at five per cent level of significance. The 

variables were therefore integrated of the first order. 
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TABLE 2 
Augmented Dickey-Fuller (ADF) test 

 
Variables At Level At 1st or 2nd Difference Order of integration 

API -3.0207 -10.071 I(1) 

APPR -2.9608 -5.7703 I(1) 

ACLP -0.7064 -5.0516 I(1) 

GFAA 0.1984 -6.6416 I(1) 

CBCA -2.3048 -4.4622 I(1) 

 
TEST OF CRITICAL VALUES: 

1%= -3.6463 
5%= -2.9540 

10%= -2.6158 

Source: Researcher’s computation, 2021 
 

Cointegration test 

 

The outcome of the co-integration test based on the Johansen-Jesulius multivariate 

approach using the trace statistic and maximum eigenvalue statistic are presented below. The 

outcome of the multivariate cointegration examination as reported established four (4) 

cointegrating equations, respectively deploying the trace statistic and maximum eigenvalue 

statistic. This is so because the trace test and the maximum eigenvalue test statistics values in each 

of the four (4) cointegrating equations were all greater than the critical values at five per cent level 

of significance. And since it is established from the multivariate test for cointegration that at least 

one cointegration equation have been established the study therefore rejected the null version of 

the hypothesis that there is no co-integration and hence no long run association among the variables 

in the specified equation and accept the alternative hypothesis that there is existence of a co-

integration relationship among them and hence a long period equilibrium association among the 

various variables concerned. Based on this result, the study showed that the variables were co-

integrated and hence there was a long run association among them. 
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TABLE 3 
 

Unrestricted cointegration rank test (Trace) 
 

Hypothesized  Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

None *  0.899659  161.4094  69.81889  0.0000 

At most 1 *  0.669289  80.93824  47.85613  0.0000 

At most 2 *  0.498510  42.21033  29.79707  0.0012 

At most 3 *  0.387100  18.05431  15.49471  0.0201 

At most 4  0.025942  0.919946  3.841466  0.3375 

 Trace test indicates 4 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  
Source: Researcher’s computation, 2021 
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TABLE 4 
 

Unrestricted cointegration rank test (Maximum Eigenvalue) 
 

Hypothesized  Max-Eigen 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

None *  0.899659  80.47120  33.87687  0.0000 

At most 1 *  0.669289  38.72792  27.58434  0.0012 

AT most 2 *  0.498510  24.15601  21.13162  0.0182 

At most 3 *  0.387100  17.13437  14.26460  0.0171 

At most 4  0.025942  0.919946  3.841466  0.3375 

 Max-eigenvalue test indicates 4 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  
 Source: Researcher’s computation, 2021 

Vector error correction model (VECM) test: long run estimates 

Since the optimal lag length for the study has been determined, the study therefore proceeded to 

estimate the VECM. The presence of stationarity of series (variables) at the same order of 

integration and the existence of one or more cointegrating justify the use and adoption of vector 

error correction model (VECM) to measure short run as well as long run behaviour of the variables. 

As an extension of the vector autoregressive (VAR) model, VECM helps to capture and forecast 

inter-dependency of the non-stationary trends in levels. It introduces the concept of long run 

relationships and error correction methods of how deviations from the long run relationship are 

deemed corrected.. 
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With respect to economic growth (API) as the dependent variable, the VECM long run estimates 

showed that, API which measure development would possibly increase as a result of lending 

measures in Nigeria in the long run. The constant coefficient of the VECM showed that, the level 

of development in Nigeria (API) is expected to increase by 32.68 per cent as result of bank lending 

measures (CBCA, ACLP, GFAA, APPR) in the long run. Further analysis of the long  

API = 32.68+0.0037*CBCA - 0.07*APPR - 3.39*ACLP + 0.57*GFAA  

 .1 

run estimates in the equation. Equation 1 revealed that, the total value of commercial bank credit 

will enhance the level of development in Nigeria in the long run by 0.003 per cent and was found 

to be significant, all things being equal. The relationship between agricultural product prices and 

the level of development in Nigeria in the long run had a negative but significant effect by 0.07 

per cent. The long run result further revealed that, the level of development in Nigeria had a 3.96 

significant reduction as a result of the ACLP. Lastly, the relationship between GFAA and the level 

of development in Nigeria in the long run had a positive and non-significant effect by 0.57 per 

cent. 

 
Analysis of VECM short-run estimates  

Given that the variables were mutually integrated, that is, the variables were integrated at order 

I(1) suggests that the estimation of the VAR model in its level form cannot be carried out. The 

estimation was then done using the difference form of VAR using the vector error correction model 

(VECM) variant of the structural VAR specification. Among many equations specified, the result 

of the vector error correction model (VECM) is represented. As depicted in the table, the error 

correction variable has the expected negative coefficient and was also statistically significant. The 

magnitude of the coefficient of -0.9556 implies that approximately 95.56 per cent of the 

disequilibrium in the system would be corrected each year; indicating an extremely high speed of 

adjustment from the disequilibrium in the short run to equilibrium in the long run but was non-

significant against theoretical expectations. 

 
The result showed that the estimated output model has a moderately good fit and moderately high 

explanatory power, given its R-squared value of 0.7084 and adjusted R-square of 0.2375. In 
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particular, the R-squared of 0.7084 showed that about 70.84 per cent of the total variation in the 

dependent variable was attributed to variations in the independent variables. In the similar way, 

the F-statistic value of 3.85 showed that the overall model was statistically significant at the five 

per cent level of significance. This is because the computed F-statistic of 3.85 was greater than the 

tabulated f-statistic of 2.18 at the five per cent level of significance. This means that the 

independent variables have joint impact on the dependent variable. 

TABLE 5 

Vector error correction model results 

Standard errors in ( ) & t-statistics in [ ]   
     

Cointegrating Eq:  CointEq1    
     

API(-1)  1.000000    
     

CBCA(-1) -0.003456    
  (0.00103)    
 [-3.36752]    
     

APPR(-1)  0.078014    
  (0.01438)    
 [ 5.42530]    
     

LACLP(-1)  3.965154    
  (0.55307)    
 [ 7.16937]    
     

GFAA(-1) -0.577323    
  (0.08351)    
 [-6.91344]    
     

C -32.68684    

     
Error Correction: D(API) D(CBCA) D(APPR) D(ACLP) D(GFAA) 

     
     

CointEq1 -0.955601  116.4893 -5.343506  0.044931  0.716578 
(0.74696) (48.1002) (3.16436) (0.04120) (0.42916)

 [-1.27931] [ 2.42181] [-1.68865] [ 1.09047] [ 1.66971] 
     

D(API(-1))  0.374830 -51.83290  2.779205 -0.025676 -0.410670 
  (0.60264)  (38.8064)  (2.55295)  (0.03324)  (0.34624) 
 [ 0.62198] [-1.33568] [ 1.08862] [-0.77239] [-1.18608] 
     

D(API(-2))  0.565155 -55.61076  1.004827 -0.013081 -0.152478 
  (0.40572)  (26.1257)  (1.71873)  (0.02238)  (0.23310) 
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 [ 1.39298] [-2.12858] [ 0.58463] [-0.58452] [-0.65413] 
     

D(API(-3))  0.241006 -36.68940  3.754108 -0.035627 -0.408808 
  (0.41921)  (26.9949)  (1.77591)  (0.02312)  (0.24086) 
 [ 0.57490] [-1.35912] [ 2.11390] [-1.54068] [-1.69731] 
     

D(API(-4))  0.147996  7.260284  2.217515 -0.021235 -0.266825 
  (0.28795)  (18.5424)  (1.21985)  (0.01588)  (0.16544) 
 [ 0.51396] [ 0.39155] [ 1.81787] [-1.33694] [-1.61282] 
     

D(CBCA(-1)) -0.000580  0.549083  0.015003 -0.000159  0.000858 
  (0.00317)  (0.20437)  (0.01344)  (0.00018)  (0.00182) 
 [-0.18266] [ 2.68670] [ 1.11591] [-0.90903] [ 0.47073] 
     

D(CBCA(-2)) -0.001259  0.286821 -0.024694  0.000316 -0.002380 
  (0.00395)  (0.25440)  (0.01674)  (0.00022)  (0.00227) 
 [-0.31879] [ 1.12745] [-1.47552] [ 1.45081] [-1.04859] 
     

D(BCBCA-3))  0.004501  0.349571 -0.011428  0.000244  0.007454 
  (0.00436)  (0.28069)  (0.01847)  (0.00024)  (0.00250) 
 [ 1.03259] [ 1.24541] [-0.61886] [ 1.01516] [ 2.97649] 
     

D(CBCA(-4)) -0.005705  0.399803 -0.007061 -8.65E-05 -0.008094 
  (0.00425)  (0.27383)  (0.01801)  (0.00023)  (0.00244) 
 [-1.34167] [ 1.46004] [-0.39195] [-0.36862] [-3.31276] 
     

D(APPR(-1))  0.035238 -9.218799  0.483406 -0.004260 -0.059962 
  (0.07361)  (4.74023)  (0.31184)  (0.00406)  (0.04229) 
 [ 0.47869] [-1.94480] [ 1.55015] [-1.04909] [-1.41776] 
     

D(APPR(-2))  0.132882 -4.736087 -0.141938 -0.000714 -0.068004 
  (0.07743)  (4.98619)  (0.32803)  (0.00427)  (0.04449) 
 [ 1.71611] [-0.94984] [-0.43271] [-0.16718] [-1.52858] 
     

D(APPR(-3))  0.013041 -7.793074  0.358372 -0.005236 -0.066009 
  (0.06552)  (4.21886)  (0.27755)  (0.00361)  (0.03764) 
 [ 0.19905] [-1.84720] [ 1.29122] [-1.44878] [-1.75360] 
     

D(APPR(-4))  0.040195 -4.035591  0.145355 -0.002685 -0.068459 
  (0.07469)  (4.80961)  (0.31641)  (0.00412)  (0.04291) 
 [ 0.53816] [-0.83907] [ 0.45939] [-0.65176] [-1.59531] 
     

D(ACLP-1)) -7.534793 -1485.352  59.51129 -0.340543 -5.763934 
  (8.13258)  (523.691)  (34.4520)  (0.44860)  (4.67252) 
 [-0.92649] [-2.83631] [ 1.72737] [-0.75912] [-1.23358] 
     

D(ACLP(-2))  12.55285 -47.29069  22.15901 -0.343781 -1.217560 
  (7.44411)  (479.357)  (31.5354)  (0.41062)  (4.27696) 
 [ 1.68628] [-0.09865] [ 0.70267] [-0.83722] [-0.28468] 
     

D(ACLP(-3))  0.993236 -1311.224  22.89392  0.270528  0.018580 
  (5.57598)  (359.061)  (23.6215)  (0.30758)  (3.20364) 
 [ 0.17813] [-3.65182] [ 0.96920] [ 0.87955] [ 0.00580] 
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D(ACLP(-4))  11.03168  322.9027  28.86396 -0.377377 -4.137812 

  (7.34769)  (473.149)  (31.1269)  (0.40531)  (4.22156) 
 [ 1.50138] [ 0.68246] [ 0.92730] [-0.93109] [-0.98016] 
     

D(GFAA(-1)) -0.138529  52.14255 -2.050806  0.015064  0.435789 
  (0.57466)  (37.0047)  (2.43442)  (0.03170)  (0.33017) 
 [-0.24106] [ 1.40908] [-0.84242] [ 0.47522] [ 1.31991] 
     

D(GFAA(-2)) -0.999505 -21.65988 -1.028261 -0.013148 -0.191784 
  (0.47509)  (30.5930)  (2.01262)  (0.02621)  (0.27296) 
 [-2.10382] [-0.70800] [-0.51091] [-0.50171] [-0.70261] 
     

D(GFAA(-3)) -0.652579  47.96954 -0.203161 -0.004418  0.064612 
  (0.35065)  (22.5799)  (1.48546)  (0.01934)  (0.20146) 
 [-1.86105] [ 2.12443] [-0.13677] [-0.22840] [ 0.32071] 
     

D(GFAA(-4)) -0.076514  50.47838 -4.119900  0.034020  0.402480 
  (0.53492)  (34.4458)  (2.26608)  (0.02951)  (0.30734) 
 [-0.14304] [ 1.46544] [-1.81807] [ 1.15296] [ 1.30958] 
     

C  0.275097  22.40034 -3.356679  0.091752  0.875220 
  (0.97692)  (62.9078)  (4.13851)  (0.05389)  (0.56128) 
 [ 0.28160] [ 0.35608] [-0.81108] [ 1.70266] [ 1.55933] 
     
     

R-squared  0.708479  0.861266  0.574127  0.551965  0.728430 
Adj. R-squared  0.237560  0.637157 -0.113822 -0.171785  0.289739 
Sum sq. resids  192.9366  800033.7  3462.473  0.587053  63.68834 
S.E. equation  3.852437  248.0747  16.32005  0.212504  2.213392 
F-statistic  3.504462  3.843064  0.834548  0.762646  1.660464 
Log likelihood -79.53558 -225.3114 -130.0647  21.87694 -60.13928 
Akaike AIC  5.802033  14.13208  8.689410  0.007032  4.693673 
Schwarz SC  6.779681  15.10973  9.667057  0.984679  5.671321 
Mean dependent -0.220200 -176.2514  0.156000  0.039421  0.765714 
S.D. dependent  4.411973  411.8346  15.46371  0.196310  2.626331 

     
     

Determinant resid covariance (dof adj.)  6993687.    
Determinant resid covariance  49440.48    
Log likelihood -437.4634    
Akaike information criterion  31.56934    
Schwarz criterion  36.67977    
Number of coefficients  115    
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Summary of Findings  
 
The following major findings were made from our analysis:  

1. The result revealed that there exist a positive and significant relationship between commercial 

banks’ credit to the agricultural sector and agricultural output index in Nigeria.  

2. Further examination of the result revealed that there is a negative and significant relationship 

between agricultural credit guarantee scheme loan and agricultural production output index in 

Nigeria. 

3. Also, government funds allocation has a positive and significant effect on agricultural 

production index.  

4. Again, there is a significant and positive relationship between agricultural produce price and 

agricultural production output index.  

 

Conclusion and policy recommendations 

From the statistical computation, analyses and findings of the test carried out, it was discovered 

that the joint action of commercial banks credit to the agricultural sector, agricultural credit 

guarantee loan by purpose, government financial allocation to agricultural sector and agricultural 

products prices are significant factors that can influence agricultural production in Nigeria. 

Commercial banks’ credit to agricultural sector for the period 1980 to 2019 has a positive impact 

on agricultural productivity in Nigeria. Agricultural scheme loan by purpose has led to a significant 

negative growth in agricultural productivity in Nigeria. Government fund allocation to the 

agricultural sector has led to a significant positive growth in agricultural productivity. Prices of 

agricultural products have not made any significant positive impact on agricultural productivity in 

Nigeria.The study therefore provides the following recommendations: 

1. Banks should make more credit facilities available to farmers to enable them boost their

productive capacity.  

2. The government should ensure vigorous implementation of agricultural credit guarantee 

scheme fund by purpose to farmers for improved productivity  

3. There should be increase financial allocation to the agricultural sector for increase productive 

output.  
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4. Government should ensure that prices of agricultural produce are pegged in such a way that 

the beneficiaries of agricultural credit facilities do not find it difficult to repay the loans  
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 ABSTRACT 

This study examined the effect of financial literacy on micro entrepreneurship development in 
Abakaliki metropolis – Ebonyi State. The study has the objectives of finding the effect of knowledge 
about book keeping on micro enterprises development in Abakaliki,  to examine the effect of 
knowledge about sources of funding on micro enterprises development in Abakaliki metropolis 
and to determine the effect of knowledge about savings on micro enterprises development in 
Abakaliki metropolis. The study adopted survey design where copies of questionnaire were 
distributed to 105 selected micro business owners out of which 100 copies were returned.  
Descriptive statistics was employed to analyze the data collected. The result of the study indicated 
that micro entrepreneurs in Abakaliki metropolis have knowledge of  record keeping of their 
business transactions. The result equally showed that majority of the micro entrepreneurs relied
on personal finance and thrift societies as their major sources of fund. It was also discovered that 
micro entrepreneurs have knowledge of saving but most of the savings were done outside banking 
system. The study concluded that financial literacy is paramount to micro entrepreneurship 
development and therefore recommended that micro entrepreneurs in Abakaliki should also be 
given further training on adequate bookkeeping. They should also be encouraged to save with 
bank as this will pave way for them to borrow from bank.         
Key Words: Financial Literacy, Entrepreneurship, savings, book keeping and sources of 
fund. 
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1. Introduction  

 Faineance is regarded as the life wire of business venture. Without finance it is difficult for any 

business to thrive. Similarly, understanding financial concepts and products is paramount to 

establishment of any business especially micro enterprises. Financial literacy involves 

understanding of financial concepts and products. The knowledge an individual has about financial 

concepts and products informs his financial behavior and decisions. Financial literacy can also be 

seen as the acquisition of knowledge people on the management financial assets optimally for the 

enhancement of economic well-being. It entails the ability to make informed judgment and take 

effective decisions regarding the use and management of money (CBN, 2015). It also involves the 

ability of an entrepreneur to understand financial products and concepts and the confidence to 

appreciate financial risks and opportunities that will guide him in making choices that will improve 

the financial wellbeing of his business (Miller, Godfrey& stack, 2009). 

 

According to the United States Agency for International Development (2009) a financially literate 

SME owner is “someone who knows what are the most suitable financing and financial 

management options for his/her business at the various growth stages of his/her business; knows 

where to obtain the most suitable products and services; and interacts with confidence with the 

suppliers of these products and services. He/she is familiar with the legal and regulatory framework 

and his/her rights and recourse options.” It is important to note that financial education is very 

important in actualization of financial literacy. Though financial education and financial literacy 

are often used interchangeably, the fact remains that financial education involves the programs 

offered while financial literacy is the outcome the programs. The goal of financial education is to 

educate and inform consumers so that they can make appropriate decisions in managing their 

money, assets and liabilities – be that in a business or personal capacity. Financial education is the 

process by which investors and consumer improve their understanding of financial products, 

concepts and risks that will enable them make informed financial decisions for the improvement 

of their financial well being. Financial education has the ultimate aim of educating individuals on 

how to make appropriate financial decisions, access and manage their finance in a way it will not 

be burden to the society. Financial education enables individuals to develop their competencies in 

making financial decisions. Financial education can be acquired in school, training courses and 
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seminar for adults in financial education and through national or regional institutions as well as 

nongovernmental agencies (USAID, 2009). 

 

Financial literacy occupies a centre stage in achieving inclusive finance, financial stability and 

economic well being. An inclusive growth in an economy can be achieved where a larger 

proportion of the population participate in the financial market. Essentially, for this to be achieved, 

the populace must know, understand and develop the ability to evaluate financial products and 

services and as well participate in the financial market (Hung, Yoong and Brown, 2013).  

 

Financial literacy can also be seen as the ability of individuals to use their knowledge, skills and 

experience to make effective financial decisions. It is financial capability and an outcome of 

financial education. (Bohuslava, Adriana and Mária, 2014). The importance of financial literacy 

in its developmental role towards financial stability of individuals cannot be over emphasized. 

Essentially, financial literacy is the main determinant of financial decision of every micro business 

owner. Consequently, the performance of any micro business depends on the financial literacy of 

the proprietor (William, 2013). Financial literacy must occupy the centre stage before financial 

stability, financial inclusion, economic growth and development can be achieved.  Consistently, 

there can only be inclusive growth in the economy where the greater number of people in the 

society involves in financial transactions. Essentially, for this participation to be possible, the 

people must be able to evaluate financial products and services as well as participate in the 

financial markets. Similarly, financial literacy ensures that people are not cheated in financial 

transaction since it creates good understanding and awareness of policies, financial products and 

services. The importance of financial literacy to people’s financial health and overall financial 

health of the economy cannot be overemphasized. High level of financial inclusion can be achieved 

when majority of Nigerian population is financially literate, this  will make  them to be to be aware 

of financial opportunities and as well get included  financially and  by  so doing contribute to 

economic and financial development  of the country (Buhuslava, Adriana and  Maria, 2014). 

According to Olawale (2014), financial literacy is very essential in enhancing the performance of 

micro businesses. Micro businesses are seen as the key to economic growth. They contribute 

greatly in providing employment, providing innovation, poverty reduction etc. in both developed 
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and developing countries. In other words, micro businesses are seen as catalysts for economic 

growth and development. Consequently, there is no clear cut definition of micro business as 

definition varies according to context, author and country. Micro entrepreneurship involves the 

business enterprise that has less than or maximum of ten employees and capital base of 5 million 

naira or below. Micro entrepreneurship is the major economic hub in Ebonyi state. 

  

The major indicators in the definition of micro business are the number of employees and capital 

base. These indicators vary from one country to another. In Nigeria, micro business is defined as 

any business or enterprise that has less than or maximum of ten (10) employees and with capital 

base of less than or maximum of five million naira (N5 m). Micro businesses are characterized with 

little capital outlay, minimal fixed asset and actively managed by the owners. It is very easy to 

establish since it not required much capital and sophisticated plan (Ebitu, Basil and Ufot, 2016). 

 

SMEDAN (2013) defines micro business as” those enterprises whose total assets (excluding land 

and buildings) are less than Five Million Naira with a workforce not exceeding ten employees”. 

To this end, it is essential to note that for any micro enterprise to thrive, the owner must be 

financially literate.  In this study, financial literacy is viewed in terms of knowledge about financial 

concepts and products. In this regard, the study measured financial literacy of micro entrepreneurs 

in terms of knowledge about book keeping , knowledge about sources of funding and knowledge 

about savings. 

 

In Abakaliki, micro enterprise is the major economic hub as most of the people are engaged in 

micro businesses to make a living. Interestingly, some people who are gainfully employed in white 

collar job still participate in micro business activities. In a Ebonyi State as a whole, micro 

enterprises  employed about 1,130, 422 people (SMEDAN, 2013). However, micro businesses in 

Abakaliki  are characterized by high failure rates which affect their contributions to the economic 

growth of the state. The business do not maintain steady growth as most of them barely survive 

few months after establishment. Essentially, poor performance of  micro businesses in the state 

capital – Abakaliki can be attributed to external factors like competitors customers, economy etc 

and internal factors such as finance, employee etc.  Consistently, recent empirical studies have 
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identified financial literacy as one of the major factor that influence the performance of enterprises 

(Njoroge, as cited in Sabana, 2014, p.12). 

 

Many researchers indicated that most of the micro business owners have lower level of financial 

literacy which invariably affects their level of access to financial products and services. The poor 

access to financial products among micro entrepreneurs could be linked to poor level of financial 

literacy. Lack of access to financial products and services limit the ability of micro business owners 

to climb out of poverty and participate in productive economic activities (EFInA, 2018).  

Micro entrepreneurs lack financial knowledge in terms of savings, collateral requirement, interest 

rate requirement, sources of fund and as well the use of financial records. Consistently,   low 

financial knowledge among micro entrepreneurs has substantial consequences as it affects their 

financial decisions. Essentially, poor financial literacy is capable of retarding business growth. It 

can also reduce the ability of micro business owners to accumulate and manage assets. Another 

point of concern here is that some business owners who are educationally literate are financially 

illiterate. Similarly, most of the micro business operators fail to understand the importance of 

external sources of fund which can help them to expand their businesses. Most of them finance 

their businesses with personal funds, some of the micro business owners abhor any form of external 

source of fund especially the one from bank. This pattern has adversely affected the performance 

of micro businesses in Abakaliki- Ebonyi state . micro entrepreneurs in Abakaliki display low level 

of financial literacy as most of them rely heavily on internal financing. The question that needs to 

be addressed is how has financial literacy affected micro entrepreneurship development in 

Abakaliki?  It is on this premise that the study investigated the effect financial literacy on 

entrepreneurship development in Abakaliki metropolis. 

 
 
 
 
The study is guided by the following objectives: 

1. To find the effect of knowledge about book keeping on micro enterprises development in 

Abakaliki.   


