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Abstract

Agriculture is the mainstay of many economies and fundamental to the soci 7
t of a nation because it is a major element in nationgl deo-jtonom:c

However, inadequate access to financial resources by the numeroys spa’s:;o,pment.
mers ocross Nigeria continues to inhibit development of agricultural sect e
result of these problems the study investigated the impact of deposit mon OrimAs ‘f
focilities on agricultural sector in Nigeria. Specifically, the study examined the ;yn c:ks
deposit money banks’ loans and advances on agricultural output in Nigeria aT IOf
evaluated the effect of deposit money banks’ lending rates on agricultural ou': u‘t,s‘o
Nigeria. The study employed secondary data which was obtained from the Centraf Ba, ,:
seatistical Bulletin 2016. First least square regression analysis was used to achieve tl’:e
ectives of the study. Results of the study revealed that banks loans and advances

obj
impact significantly on the growth of agricultural sector in Nigeria with coefficient value

of 0.292608 and at 5% significant level. The study concluded that banking institutions
facilities have significant impact on growth of agricultural sector in Nigeria. The studly
therefore recommends that policy makers should put in place policy measure that will
help to improve and increase the loan by the commercial banks to the agricultural

developmen

sector.

Introduction

Financial sector have over the years maintained their leading role in
enhancing the economic growth and development of any nation. The
effectiveness of financial sector improves the thriving and economic
development of a nation while the poor performance of this sector not
just hampers the economic development and structure of a region yet in
addition influences the economy of the entire world (Khan & Senhadji,

2011). Claessen and Feijen (2016) opined that a developed financial
system empowers firms to expand production and provides households
the ability to acquire fundamental assets like a house, insure against
income shocks, start a company, receive cheaper remittances, and enjoy
a pension when they retire. One of the most observed methods for

generating employments, reducing poverty and achieving economic

EZ e ot




 Agriculture sector throug

; TPUT
CT OF DEPOSIT MONEY BANKS FACILITIES ON OU o

h and development is by the timely extension of credit ¢
h Deposit Money Banks (DMBs). In any cagq

without a developed financial sector, for instance, domestic savers anq
foreign investors would be reluctant to part with their cash for soypg

ventures, bringing about lower economic yield.

IMPA
growt

2014), bank credit should affect positively on the
investible sectors of the economy through improved agricultura)
production of goods and services. Adequate financing of farming
ventures won't just advance food security, but also improve the business
enterprise of the young investors. Agriculture adds to the development
of the economy, provides employment opportunities for the teaming
population, export revenue earnings and eradicates poverty in the
economy. Gourav and Suraj (2006) opined that the future growth of the

developing economy, as it were, wi
sector.

According to Udih (

II lies on performance of agricultural

Adequate provision of funds to agricultural sector improves the
economic climate for development and poverty reduction in some
countries; facilitate individual farmer’s access to inputs and improved the
technology which has enhanced productivity in the sector; reduces
temporary stock on consumption by poor farmers (ljaiya & Abdulraheem,
2000). According to ljaiya (2003), bank credit helps in expanding,
reactivating and modernizing various types of agricultural businesses,
which are considered economically feasible and desirable to the
achievement of stated economic goals of self-sufficiency in agricultural
production. Therefore, bank credit provides incentives to adopt new
technologies that would have been more slowly accepted (Eyo, 2008 and
Olokyo, 2011).

by the
hibiting
recent

Ifec?ma (2017) opined that, poor access to financial resodrces
Yaf'OUS sparsely located farmers across Nigeria keeps on in
improvement of agricultural sector. Regardless of the
development in banking credits to farmers to expand productivity, ther
production is as yet a challenge. Statistics from Central Bank of Nigeria
(CBN., 2016) has demonstrated that the Nigerian agriculturd sectof
ref:glveq increased credit from the deposit money banks up to about
::n lll:’? in 1970 representing 1.99 per cent of the total deposit monel
Nigzsl Zreqll:' in the economy. By 1990, credit to agribusiness rose 10
T miflion represented 16.24 percent of the overall deposit ,,.,one.v
s’ credit in the economy and rose further to N25,278.7 million in
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panee? ted about 174 o
ag5, which represente U 17.49 percent of the entire creqiy
;,dgeted to the economy,

ver, starting from 2000, the shar
Howe din's in absolute terms, has begy
expaﬂic ulture was N41028.9 million in
t: eaﬂt'ota, credit and in 2010, tota|
t

e of credit to a
N to decline rela
2005, representi
deposit money

Briculture though
tively. Total cregy
"8 2.46 percent of
banks' credit ¢,

dit to agriculture has risen to N316,364
illion, constituting 3.9 percent of tota deposit money banks' credit,
m'".'ou{ture credit rose again from N343,696.80 million in 2013 to
Agric

TOELTE VA0 WIS representing 3.7 percent of total deposit
::nks" total credit (CBN, 2016).

h the above analysis, it can be seen that though total credit to
Thioug? has been increasing in absolute terms yet when estimated in
e entage share in total credit to the economy, it.was
(il perI'::at the credit to agriculture establishes an insign.iflcant
discovel"ed tf the total credit. Similarly, the deposit money banks f'”a”fe
propo—m?n :’al activities are urban based thus their impact can't be folt in
it?‘: ES::I ::eas where farming really occurs.

i (1997) also identified shortage of long term loans rf\est()i:ldesfgz
ot ing of agricultural sector. The structure o et
i ﬁm’mc git at the end of June, 2016 showed that sho i
i .bankS - d dominant. Outstanding loans and adva;cefszom
dowiit 0 S nd below accounted for 59.1% at the en :ities i
gt oot ear and < 3 years) and long-term matu
N mecgl;?(;:/ee;r:t(():)dyat 14.8% and 26.1%, at the end of 2016.
years an

, t a foul cry prime
— ricultural loans a h
i ks still gives out ag . Generally, the
MaJOf'th ‘l))f ::Iee:: n14r)erce"t B eot I (CBNi’n igiz )2017 as published
rate of b on agriculture loans il and gas sector or
i interest charges d with the oil and g
maximum in high compare . mained over
bank are very higl nt scenario has re :
by the apex * ctor. This unpleasa_ ; not believe in the
the manufacturing ss;e many financial inStututlonstrc‘l:”s considered it risky
time mainly :ec.a:ility of agricultural sector and
: nd via
potentials a

extending credit to them.
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The inadequate access to economic resources by agriC|:|IturaI sector in
Nigeria has continued to0 inhibit detvelopment of agrlc:ltural sector,
soludo (2006) put it that before and immediately after in epende.nCe in
1960, agriculture contributed up t0 64% to the total GQP, but during the
1970s, the contribution of agriculture to.the GDP declined to 48%. The
decline continued over years and agncultural .out;-)ut .UﬂfOFtunatew
dropped to0 24.18% to the GDP in 2016. Farmers m‘ngena were left to
live below poverty line, minimal access to credit and emplo\{mem
opportunities t0 agricultural sector, also.lack of access to c.redut has
resulted in low acreages under cultivation, poor farm maintenance
practices, inadequate or no fertilizer. Nigerian agricult.ural sector has
continuously witnessed low farm size, low output, low income and low
socio-economic status. The oscillating and unstable agricultural output in
Nigeria has remained the same way till date. It is due to the
aforementioned problems rocking Nigerian agricultural sector that
necessitated the need t0 examine the impact of deposit money banks’
facilities on output of agricultural sector in Nigeria. The specific

objectives of the study are:

{MPACT OF DEPOSIT

examine the impact of deposit money banks’ loans and
advances on agricultural output in Nigeria; and
ii. evaluate the effect of deposit money banks’ lending rates on

agricultural output in Nigeria..
The following hypotheses were tested to achieve the objectives of the
study and they were stated in null form:

Hoi: Deposit money banks’ loans and advances do not impact

significantly on agricultural output in Nigeria.
Hoz: There is no significant effect of deposit money banks’ lending rates

on agricultural output in Nigeria.
Literature Review

Conceptual Clarifications

Agriculture is the science of utilizing land to raise plant and animals.
Agriculture is a major sector of any economy as well as remains the
foundation of the Nigerian economy (Salami, 2006). Agriculture is the
science and practice of producing crops and livestock from the natural
resources. The essential point of agribusiness is to ensure the land
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produce abundantly and at the 193
deterioration . me time .
f food and ' and abuse. Agriculture has been g o protect it from
of food and livestock and the pUrpo efined as the production

(Ahmed, 2013). seful tendering of :
). Ahmed (2013) stated further tghatpillag:it:uzlit’::dr: n'im:fl\s'
IS the

According to Okolo (2014), agri

4 » agricultur. i :
sector of the Nigeria economy which E:of: Ctor| is the most important
future ; s a lot of potential
Notwit::toa'::imlc d:V9|°P.ment of the nation as it had |::ione in ih?f athf
Soni ove:ntgh the enviable position of the oil sector in the Nig:ri:r;
N importaenfzztctt::?; tti:cades, the agricultural sector is arguably

e economy. Agriculture’s contributi
. ution

tr:::::s; Ddomestlc product (GDP) has remained at between 28 and :g
2017) ('Se:er:Irl:pltohys 65 'pelr cent, of the labour force in Nigeria (Emeka

» » the agriculture sector contributes to '

. ) the development

of an‘sco.nomy in four major ways such as product contribution, factor
contri utlf)n, market contribution and foreign exchange contribution
(Abdullahi 2002; World Bank 2007).

Contributions of Agriculture to Economic Development in Nigeria

Notwithstanding Nigeria’s rich endowment in oil and other mineral
resources, the wellbeing of her economy still largely depends on
agricultural sector. The Nigerian economy is essentially agriculture in
terms of national output and employment generation. Agriculture is the
largest contributor to Gross Domestic Production (GDP) (average 38% in
the last 8 years) with forestry accounting for 3%, crops 80% and fishery
4%. It provides employment for about 65% of the labor force and the
food and fiber needs of a large and increasing population (Oji-Okoro,

2011). The agro-industrial sectors depend on agricultural sector for raw
of the non-oil exports earning come from the sector.

materials while 88%
t deal to the development of Nigerian

The sector contributes a grea
economy in various ways:

endously to national food self—sufficiency by
of total food consumption requirements;
agriculture also helps to maintain a healthy and peaceful population and
also a source of food and nutrition for households. Furthermore the
ultimate objective of interest of economists in productivity should be to

Agriculture contributes trem
accounting for over 90%
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er unit of input and attaining desirgy,
ctor transfers of population resgy, e
the standard of living. -

IMPACT OF DEPOSIT MON
reasing output P
firm and inter se
the means of raising

find ways of inC
inter-firm, intra-
thereby providing
In Nigeria, agriculture export has continuously played an essential ro|q ;
economic development by providing the needed foreign exchan h
earnings for other capital development project. According to Ekpo ag:
gricultural export has improved to inclu: X

Egwaikhide (1994), Nigeria a
statistics indicate that in 1960 agricylty, '
a

cocoa beans and palm kernel.
export commodities contributed well over 75% of total e

merchandise exports. In 1940’s and 50’s Nigeria was ranked highly in tp,
production and exportation of major Crops in the world. For i"stance
Nigeria was the largest exporter of palm oil and palm kernel, secong te '
Ghana in cocoa and third position in the exportation of ngUndnu:
Nigeria export earnings from major agricultural crops contributecj
significantly to the Gross Domestic Product (GDP).

in terms of employment, the sector is still leading in economic activities
ile accounting for one-third of the Gross Domestic Product (GDp)'
till remains the sources of employment o%
majority of the adult population, its productivity is the most important
single factor influencing the standard of living of both the rural and urban
centers. Agriculture has remained the major source of revenue tg
.Nigerian economy. About 90% of the rural population is involved in
activities related to the crop sub-sector which provides the bulk of

wh
Farming in Nigeria today s

agricultural income.
Deposit Money Banks’ Facilities

The deposit money banks serve as the king pin of the financial system of
the cc?untry. They render many valuable services such as acce ti:
fiepOSlts, giving loans, overdraft, discounting of bills of exch:n ;
investment of funds, agency functions and miscellaneous functi =
Nnanna (2001) put forward that, fixed and low income earners traccims'
and businessmen deposit their savings in the banks for the con\'/enie:::’s
::Ss:tijetr:,tsetchurity, income and saving promotion. Chand (undatedc;
at, there are three (3) types of i ; savi
curren.t and fixed deposits. Small sz?ngs in dtiZO;::;nng;“ ::ey;;oss?t\:nagrz
;nhade into this savnnfgs aFcount and can be withdrawn anytime in a week.
ey are usually maintained by salary earners and people who have fixed
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and less income. Mowever, this deposit attracts a very less rate of
interest.

The holders of current account can withdraw and deposit money
whenever they wish. They carry either no interest or very low rate of
interest and are usually maintained by traders and big business firms.
Fixed deposits is a long term deposit as it is normally not less than one
vear and it cannot be withdrawn before the stipulated time. It attracts a
higher rate of interest because banks can use these deposits for a

definite time without having the fear of being withdrawn (Agwu & Emeti,
2014).

Commercial bank has the function of advancing loans to its customers
with a certain interest charge which is an income to them. Most loans
given for productive purposes are secured with tangible collateral
security so that banks will have something to fall upon in case the
borrower defauits. According to Longenecker, Moore, Petty and Palich
(2008), loans can be divided into three; Lines of credit, Term loans and
Mortgages. Line of credit is an informal agreement/understanding
between the borrower and the bank as to the maximum amount of
credit to the bank will provide the borrower at any one time. The
entrepreneur is expected to arrange for a line of credit in advance of an
actual need because banks extend credit only in situation about which
they are well informed. Attempts to obtain a loan on a spur-of-the-
moment basis are generally ineffective (Agwu & Emeti, 2014)."

Term loans are usually used to finance equipment with a useful life
corresponding to the loan's term. Entrepreneur are expected to match
short term loan with short term project and long term loan for long term
project and not otherwise. Failure to match the loan's payment terms
with the expected cash inflows from the investment will cause a frequent
financial problem for the small firms. It is the money loaned for a 5-
10years term, corresponding to the length of time the investment will
bring in profits.

Nwoye (2011) postulates that Interest rates are not favourable to
investors in that; the cost of funds could undermine profits and causes
down turn of the investment. Interest rates in Nigeria officially are high
and this has a negative impact on the ability of agricultural sector to
obtain credit from banks. Chand (2016) put forward that, banks carry
out some specific functions on behalf of their customers. Such specific
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function is referred to as agency function and this include; collection of
cheques, drafts, bill of exchange and dividends of the shares, purchaseg
and debentures, payment of Insurance

and sales of securities, shares
act as COrfeSpOndent' trustee
)

premium, dealing in foreign exchange,
executors of will, attorney (receive payments and sign transfer deeds of

properties on behalf of their customers), and such other related services

{MPACT OF DEPOSIT

Theoretical Review
ed on theory of active lending which was propoundeg
kes (1995) which states that a firm explores i
economic environment actively and invests to enhance its growth undlts
competitive pressure from both within and outsid - =
! ide the firm. Th

potential and actual growth changes over time in response to e
outcomes of the firm’s own investment and those of other actors i o
same market. According to this theory of active lending, ow -
managers of firms could raise their efficiency through for’mal Ters.o.-
from financial institutions while government may support thei e-nql.ng
through the creation of the enabling environment (Agwu & Em rﬁaCtMt'es
Entrepreneurs \fvith high lending from formal financial inst'i '.2014).
governmgnt assistance would therefore be expected to grow ; utions or
those without these qualities. This implies that firms in Ni aSt.er than
prospects of experiencing growth and contributing m .gerla have
employment generation only when appropriate i eaningfully to
into them by all priate investments ar

y all the stakeholders. This could b -
gov'ernment intervention through the provisi e-‘jt be achieved by
social infrastructures, capacity building fo °’l‘) of financial assistance,

; r i

favourable taxation policies. usiness operators and

This study is hing
by Erickson and Pa

Empirical Framework

Sekyi (2013) investi
ki estigated impact :
activities: the case : p of micro credit on :
of 103 farmers we:)ef farming communities within slmyanir ural farie
randomly selected from farmer clie Etlsfeaf_ A total

nts of a rural

bank to res
pond to close-e
: -ende i :
to determine the difference d questions. Paired samples t-test was run

correlation was
used to d :
dependent vari etermine the j -
variables, e impact of the in .
The result found significantly laizze:f(:::tt 0? I:e
of the

microcredit int
: erventio
and income non the lab
of farmer our employed i
] , working capital, output
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Gowhar, Ashaq and MohdUmmer (2013) in a study on institutional credit
to agriculture sector in India. Secondary data and compound growth rate
were used for the analysis of data. The study reveals that the highest
increase in loans issued was in the case of scheduled commercial banks
while the lowest was in the case of co-operatives on the other hand the
total number of account holders in scheduled commercial banks has
increased and also the total direct and indirect advances to agriculture
outstanding by scheduled commercial banks shown gradual increase.

ljaya and Abdulraheem (2000) studied commercial banks credit to the
agricultural sector and poverty reduction in Nigeria: A calibration
analysis. Times series data for the period of 1980 to 1996 on the number
of people that are not poor, the credit facilities made available by all the
commercial banks to agricultural sector in Nigeria were analyzed using a
linear regression analysis. The study revealed that commercial banks
credits to the agricultural sector will lead to a reduction in the number of
people that are poor. The study recommended that policy makers should
put in place appropriate policy measure that will help to improve the
existing methods of credits disbursement by the commercial banks to the
agricultural sector.

lzuchukwu (2011) studied the analysis of the contribution of agricultural
sector on the Nigerian economic development. The panel data used for
the study was sourced from the statistical bulletin of the Central Bank of
Nigeria and World Bank’s development indicators, multiple regression
was used to analyze the data, the result indicated a positive relationship
between Gross Domestic Product (GDP) vis-a-vis domestic saving,
government expenditure on agriculture and foreign direct investment
between the period of 1986-2007. It was also revealed in the study that
81% of the variation in GDP could be explained by domestic savings,
government expenditure and foreign direct investment. In order to
improve the agricultural sector it is recommended that government
provides more funding for agricultural universities in Nigeria to carry out
researches on all areas of agricultural production this will lead to more
exports and improvement in the competitiveness of Nigeria agriculture
production in international markets. The Central Bank of Nigeria should
also come up with a stable policy for loan disbursement to farmers at a

reasonable interest payback.

Onamah (2013) examined the role of microfinance bank credit on
agricultural development in Nigeria. Using ordinary least square method,

O e ]
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d chi square was used in the

IMPACT OF
dary data an

data collected were secon .

regression analysis. The study shows that mlcrofma.nce bank loans have 3

tural development in Nigeria. Based on these

itive i t on agricul

gg;::: ':,:)na: reconfmendations were'made, interest rate should pe

reduce to encourage farmers in borrowing and The federal government

should give a directive through microfinance bank that will encourage

the farmers by giving them incentives.

Adolphus and peterside (2014) studied the role of banks in financing the

agriculture and manufacturing in Nigeria. Two multiple regression
ted using the software package for social sciences

models were estima
(sPSS). Times series data were generated from the central bank of
bulletin for the period of 1981-2010. The results of the

Nigeria statistical

findings revealed that the role of banks in facilitating the contribution of

the agriculture and manufacturing sector to economic growth is
d therefore recommended that a mandatory

significantly limited an
sectoral allocation of credit with appropriate incentives to boost the flow

of bank credit to these sectors.

Sunday (2014) studied the impact of banks’ and public sector’s financing

activities on agricultural output in Nigeria, the studied employed
secondary data from central bank of Nigeria (CBN) annual and quarterly
reports, the CBN statistical bulletin on the aggregate amount of the
commercial banks’ credit to agricultural sector within the time frame of
1990-2007 using analysis of variance to test the significance of the
relationship. The study found out that commercial banks’ credit t

agri.cultural sector for the period of 1990 to 2007 has a signiﬁcaz
positive impact on agricultural productivity in Nigeria and recommend nd
that banks should be assist institutions that are engaged in agricultufal

financing.
Research Gap and Contribution to the Body of Knowledge

Zae:iir:é sfsg;f :nh: " |been carried out to investigate the impact of
& Peterside, 2014) e}:z\:pment of agricultural sector in Nigeria (Adolphus
employed primary data oA of such studies (such as Sekyi (2013)
but with 2 lot of incon ich at best captures the view of respondents
establishing the effectcons'stenCles in estimation procedure without
agricultural sector in N'Of macroeconomic policies on the growth of
Beon (Se0 o of th iger i3 /’tlso, different econometric models have

Of the studies in Nigeria have taken the stationarity or
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otherwise of the variables into account. Previous studies have also not
considered contribution of agricultural sector to gross domestic product
in Nigeria; and this aspect is duly considered in this current study.
Therefore, this study filled the gap identified in the study by
incorporating the issues raised in the study.

Methodology

This study examined the impact of deposit money banks’ facilities on
agricultural sector in Nigeria. This study adopted an Expost-Facto method
of research design and this is because investigation started after the fact
has occurred without interference from the researcher and also for the
fact that data needed for the study already exists. Secondary data were
employed. The secondary data used in this study were sourced from the
Central Bank of Nigeria (CBN) Statistical Bulletin within the time frame of
1987-2016 and the time series data were subjected to First Least Squares
(FLS) statistical technique. The model adopted for this study is re-

modified and stated as:

CAGDP=£ (DBLA, INTR; EXR, INE)i...cciivscisitosmoninssosssinsssiidinisss sickemiaiibasn (iv)
CAGDP= o + BiDBLAy + BaINTto+ B3EXRE3..ccccmmiirceinrenissricncsssscasinsnnsessssns (v)
Econometrically, it can be written thus:

CAGDP= Bo + BDBLAy + BaINTt+  B3EXRty+  BsINFt; +

Bl sy soonssd (vi) :

CAGDP= Contribution of Agricultural Sector to Gross Domestic Product
DBLA= Deposit Money Banks Loan and Advances to Agricultural Sector

EXR = Exchange Rate

INT = Interest Rate

INF= Inflation

p= Error term

B0= Constant

B1, B2, Bz and B4= Slope coefficient

Apriori Expectations

(i). It is expected that there will be a positive relationship between
deposit money banks’ loans and advances and agricultural sector in
Nigeria.

(i). It is expected that there will be a negative relationship between
macroeconomic determinants and growth of agricultural sector.
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Mathematically, this can be written as: By< 0and >0
Data Presentation, Analysis and Interpretation
Table 4.1: Descriptive statistics for Agricultural Sector l
Statistics CAGDP DBLA EXRS INF m-r—l
Mean 1322.0 319210. | 68.8 21.2 13.7 ‘l
5
Median 620.2 110456. | 22.1 12.0 135
2
Maximum 7233.3 1278765 | 355 76.8 26.0
Minimum 27.1 721.8 0.8 0.2 6.0
Std. Dev. 1746.3 433180. | 61.2 20.0 4.2
2
Skewness 1.9 1.2 0.2 1.5 0.7
Kurtosis 6.5 39 1.2 3.9 4.0
Jarque-Bera_ | 32.6 7.4 3.9 11.8 33
Probability | 0.0 0.0 0.1 0.0 0.2
Observations | 30 30 30 30 30

Source: Authors computation (2017)

The descriptive statistics of the variables of this study is presented in
table 4.1. It shows that the average CAGDP, DBLA, EXR, INF and INT over
the period of 30 years are about 1322.0, 319210.5, 68.8, 21.2 and 13.7 in .
their respective units. It also shows that all the variables significantly
varied over the period as indicated by the large margins between the
Minimum and maximum values of all the variables and the large
Standard deviations. So, the study of their movements over the period
becomes important. The Skewness shows that all variables are positively
skewed. Regarding the kurtosis, distribution of a series is leptokurtic
when the kurtosis is greater than three and it is platykurtic when the
kurtosis is less than three. So, the series of CAGDP, DBLA, INF and INTR
are leptokurtic (i.e. evidence of thinner tail than the normal distribution)
while EXR is platykurtic (i.e. evidence of fatter tail than the normal
distribution). The Jaque-Bera statistics is significant when the probability
valfxe ?f the statistics is less than 5% (CAGDP, DBLA, INT, EXR and INF)
while it is insignifjcant when the probability value of the statistics is
:;esahts‘:l :‘hla)c f:i zmce, tlTe depen.dgnt variables are normally distributed
; : Ppropriate statistics, the use of Ordinary Least Square

estimator is appropriate.
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Table 4.2: Result of Unit Root (Stationarity )Test for Agricultural Sector

Variables | Augmented | 5% Philip- 5% Order
dickey- Critical level | Perron | critical | of
fuller (ADF) (PP) level | integrat

ion
AD | PP
F
CAGDP -4.056293 -3.557759 - - 1|1
3.79900 |3.5529|) |)
8 73
DBLA -4.222376 -3.548490 - - 10 | 1(O
3.74551 |3.5484|) )
0 90
EXR -5.268181 -3.552973 - - (1 (i1
5.26819 | 3.5529 () )
7 73
INF -3.874811 -3.622033 - - 10 | I(O
408031 |3.5577 |) )
8 59
INT -7.956984 -3.552973 - - (1|10
3.05509 |2.9511|) |)
8 25

Source: Authors computation (2017)

Non-‘stationarity is a common feature of time series data. The problem
with non-stationary or trended data is that the standard Ordinary Least
Square estimator produces bias and incorrect regression estimates which
mislead the researcher to incorrect conclusions. In other words, the
application of OLS on non-stationary series leads to spurious regression
results. It is vital therefore, to perform unit root test to examine the
order of integration of the series and avoid spurious regression.
Regression becomes spurious when both the dependent and
independent variable (s) are not stationary at level. A spurious regression
usually has a very high R® t statistics that appear to provide significant
estimates, but the results may be intuitively meaningless . This is because
the OLS estimates may not be consistent, and therefore the tests of
statistical inference are not valid. To avoid the aforementioned
problems, Augmented Dickey Fuller (ADF) and Philips-Perron unit root
tests was conducted in this study and the result is presented in Table 4.2.
The result for Augmented Dickey Fuller test reveals that DBLA and INF
are stationary at levels. That is integrated of order zero [1(0)] while
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e Wh'Ch mean that

nary at first differenc

o el mTfal:i::a;re trtrat is 1(1). However, the Philips-Perrgp
o )

they are integrated ooBLA INF and INT variables are integrated at 1(0)
ol are' integrated of order one, that is I(1). In this

i nd EXR i
-y mﬁ;PPaerron test supersedes because it takes care of possible
case, -

NT are stationary at levels
; is means DBLA, INF and | 5
het-eroxe%a:t;;';yé;:':rr:stati onary at first difference. To estimate these
ke CAG mbination of 1(0) and I(1), the ARDL Bound Test of
e d the result is presented below.

IMPACT OF DEPOSIT MONEY BANKS

series h
cointegration is conducted a

Table 4.3: Cointegration Test (Bound Testing Approach)

i itical Value Bounds
b o fzswir:m;ound Upper Bound (1)
(lo)
CAGDP 1.3617 243 3.56
Model

Source: Authors computation (2017)

The result of the unit root tests show that some variables are integrated
of order one I(1) while others are stationary at level 1(0). So, the most
appropriate test of cointegration is the Autoregressive Distributive Lag
(ARDL) Bound test. This is employed for the model estimated in thi
study. The result is contained in Table 4.3. The null hypothesis of the test
is that, there is no long-run relationship (no cointegration). The decision
rule is to reject the null hypothesis when F-statistics of the test is greater
than the Critical Value of upper bound at a chosen level of significance
(5% in this study). On the other hand, the null hypothesis is not rejected
when the F-statistics is less than that of the Critical Value of the lower
bound. When the F-statistics falls between the upper and the lower
bound, the test is inconclusive. The result of the test indicates that the F-
statistics of CAGDP model is1.3617 with Critical Values of lower
boundof2.43. This shows that the F-statistics are less than the Critical

Value of the lower Bounds in the model. It implies the non-rejection of
the null hypothesis.

the models. Meaning, the
the dependent variable of the
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Table 4.4:Regression Result of Agricultural Contribution to GDP Model

Dependent variable : Agtukural Contribution to GDP

Method: Least Square

independent Coefficient | Standard t-Statistic | P-Value.

Variables Error

Constant -185.8325 | 174.8558 - 0.3019
1.062776

DBLA 0.292608 | 0.098947 1.986582 | 0.0174

INT -46.01018 | 12.88918 - 0.0022
3.569674

INF -5.491083 | 1.759056 - 0.0059
3.121608

D{EXR) -20.81392 | 8.236473 - 0.0211
2.527043

R-squared 0.794381 | F-statistic 318.5548

Adjusted R-squared | 0.791260 | Prob(F-statistic) 0.000000

G

Source: Authors computation (2017)

Table 4.4 presents the regression estimates for the investigation on
theimpact of deposit money banks’ facilities on agricultural sector in
Nigeriawhile contribution of agricultural sector to Gross Domestic
Product (CAGDP) is used here as the dependent variable. The
independent variables are DBLA, INT, INF and EXR. The first difference of
EXR is taken to control for the inference of I(1) in their series. The result
indicates that INT, INF and EXR are inverse related to CAGDP while DBLA
is positively related to CAGDP. Furthermore, the result reveals that all
the variables aré statistically significant. This is indicated by the standard
errors of the coefficients of all the variables which are less than half of
their respective coefficients. Further, P-values of the coefficients are less
than 5% level of significance. Therefore, both the standard error and P-
values reveal that the coefficients of all the variables are statistically
significant. By implication, all the variables are significant determinants
of Agricultural sector contribution to Gross Domestic Product (CAGDP) in

Nigeria.

The magnitude of the impact of the independent variables on the
dependent variable is shown by the values of their respective
coefficients. The coefficient of DBLA is 0.292608. It means 1 per cent
increase in DBLA will induce 0.292608units increase in CAGDP. On the
other hand, 1 percent rise in INT, INF and EXR will result to
46.01018,5.491083 and 20.81392 units decrease in the CAGDP
respectively. This represents a great impact of the independent variables

on the dependent variable.




TPUT 204
' FACILITIES ON OU

SIT MONEY BANKS

{MPACT OF DEPO

Domestic Prody,
icultural Sector to Gross %
he level of ::‘;yr 'determined by the level of DBLA, INTR, INF

idated by the F-statist;
i result has been validate ' oS
and EXR in th.:hc?,”:;lf:é Lh;wo and R-squared 0.794381 which indicate
' i ' . .
i:lf.ti?i)o:el is a good fit and has over all significance.
a

summarily, t -
(MGDP) in Nigera is gre

he Model
" Diagnostic Test fort :
Table 45 Result o Breusch-Pagan-Godfrey | Durbin Watson
Heteroscedasticity Test: Serial Correlation
Test
e F-statistic Probability | Durbin-Watson
value Statistic il
ACGDP model 2.511090 0.1428 2.397209 =

Source: Author’s computation, (2017)

Breusch-Pagan-Godfrey test of Heteroscedasticity and.DurPin Watson
Test of Serial Correlation were conducted for the mod.e! in this s.tudy and
the result is presented in Table 4.5. HeterosFedast|c1ty test is usually
conducted to test the presence or otherwise of heteroscedasticity
(variability of variance of the series) in the model. The‘null hypothesis of
the test is that the series are homoscedastic (there is no
heteroscedasticity). The null hypothesis is rejected when the probability
value of the F-statistics of the test is less than a chosen level of
significance (usually 5%). In this case, the result of the Breusch-Pagan-
Godfrey test of heteroscedasticity presented in table 4.5 shows that the
F-statistics of test is 2.511090 with p-value 0.1428 for the model. Since,
the P-valueis greater than 5%, the null hypothesis is not rejected. So, the
test shows that there is no heteroscedasticity in all the models.

Another test conducted is the Durbin Watson Serial Correlation Test. Its
null hypothesis is that there is no serial correlation. That is, the error
terms of different periods are not correlated. In other words, current
value of the error in the Durbin-Watson statistic is greater or less than 2.
If the statistic is approximately 2, the null hypothesis is accepted. In this
study, the Durbin-Watson statistics of CAGDP model is 2.397209. Since,
the statistics is approximately 2, the null hypothesis is accepted and we
conclude that there is no serial correlation in the model. Therefore, the

results of the model are free from the problem of heteroscedasticity and
Serial Correlation {Autocorrelation).
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Conclusion and Recommendation

The study concluded that lending rates have significant impact on the
growth of agricultural sector in Nigeria. The study further concluded that
banking institutions loans and advances have significant impact with
growth of agricultural sector in Nigeria. Finally, the study concluded that
deposit money banks’ facilities influence the growth of agricultural
sector in Nigeria. Therefore, the study recommends that interest rate
factor are known to affect the growth of agricultural sector therefore
the interest rate should be managed in a way that it will be favorable to
the growth of agricultural sector in Nigeria. Central bank of Nigeria
should put in place policy measure that will help to improve and
increase the loan by the deposit money banks to the agricultural sector.
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