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Abstract 

 
The study identified ipoor iinfrastructure, iinadequate ifinancing, ilack iof iappropriate itechnology, 

ihigh iinterest irates, bureaucratic idifficulties iand iunfair iconditions irequired iby icommercial 

ibanks, icorruption iand inepotism, ipolitical iinstability, idifficulty iis iassessing ibank iloans, ietc. 

As some of the factors that necessitated this study. In view of these, the research sought toiquantify 

ithe inature iof irelationship ibetween iLoan iAssessment iand iFood iSecurity iin iNigeria. The 

study was anchored on the iStructural iChange iTheory by iLewis iArthur (1954), idescriptive 

iresearch iand icorrelational isurvey idesign was employed in the study using isecondary idata. iThe 

iOrdinary iLeast iSquare imethod iof iestimation i(OLS) iwas iadopted ifor ithis istudy iconsist iof 

imultiple iregression.The findings of the study revealed that there iwas ia isignificant ipositive 

irelationship ibetween iLoan iAssessment iand iFood iSecurity iin iNigeria.IThe study iconcluded 

ithat icommercial ibank icredit ihas ian ienormous iinfluence iin ithe iagricultural isector ias iit 

iimproved ifood iproduction iin ithe icountry ithrough ifood iavailability, ifood iaccess iand ifood 

iutilization. Thus, recommends ithat icommercial ibanks iin iNigeria ishould imake imore 

iloan/credit ifacilities iavailable iand iaccessible ito ifarmers iall iover ithe icountry ito isustain ithe 

iincreased iagricultural iproduct ineeds iin iNigeria. These ifunds imust ibe imade iavailable ito 

iserious iminded ifarmers iat iaffordable iinterest irates. 
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Background iof ithe iStudy 

Agriculture iis ian iinevitable iconcomitant ito ithe ieconomies iof ideveloping 

icountries, ias iit iplays ia ikey irole iin iproviding ifood ito ithe ipopulation iand 

isupplying iother isectors iwith iraw imaterials ifor iproduction iof igoods iand 

iservicesi(Food iand iAgriculture iOrganization, i2017).iAgricultural isector iplays 

icatalytic irole iin imodern ieconomy iand ihas imany idynamic ibenefits icrucial 

ifor isustainable ieconomic idevelopment.iIn iadvanced icountries, ithe isector iis 

ihighly iregarded iand iits icontributions ito ithe ieconomy iin iterms iof iforeign 

iexchange, iemployment iand iimproved istandard iof iliving iis 

iimmeasurable.iFurthermore, iit icreates iinvestment icapital iat ia ifaster irate ithan 
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iany iother isector iof ithe ieconomy ithrough iits icomplex ivalue ichain, ithereby 

icreating ian ieffective ilinkage iamong idifferent isectors i(Emeaghalu, i2018). 

 

In iNigeria, iagriculture iis istill ithe imost iimportant isector iof ithe ieconomy idue 

ito ithe ifact ithat iit iplays ivery iimportant irole iin iits idevelopmental 

iprocess.iThe iperformance iof ithe iagricultural isector iis ivery icrucial iin ithe 

icountry’s ifood isecurity iand ipoverty ialleviation, idue ito ithe ifact ithat imajority 

iof ithe ipoor iare istaying iin ithe irural icommunities iand irely imainly ion 

iagriculture-based ieconomic iactivities ifor itheir isource iof ilivelihood,but ifor 

imore ithan ithree idecades ihas inot ibeen iperforming ioptimally.iIts icontribution 

ito ithe IGross iDomestic iProduct ihas ibeen ilow iand ithe ination iis idepending 

ion iother icountries ifor ifood.iThe iAgriculture’s ishare iof iGDP iin iNigeria iin 

i1950 iwas i69 ipercent, ibut ideclined icontinuously ito i49% iin i1970, i22 

ipercent iin i1982, i42.2% iin i2007, i40% iin i2010 iand i22% iin i2019 i(Ogueli, 

i2020). 

 

Also, iagricultural iproduction iin iNigeria iis idominatediby ismall-scale ifarmers 

iwho iaccount ifor iabout i95% iof ithe icountry’s iagricultural iproduction.iThis 

isystem iof ifarming iis icharacterized iby ilow iasset ibase, ilow ifixed icapital, 

ilabour iintensive iproduction, ismall ifarm isize, ilow iinvestment iand 

iexpenditure ion ifarm iinputs, icrude itools iand iequipment iand ilow 

iproductivity, iamong iothers i(Adewunmi i& iAyinde, i2013).iThe iperformance 

iof ithe isector iis ilargely idependent ion ithe iprovision iof iaffordable ifinancial 

iservices ibasically ithrough icredits ito iboth ithe irural iand iurban iparticipant iin 

ithe isectoral ivalue ichain.iNnamocha iand iEke i(2015) iopined ithat ifunds iare 

ineeded iin iagriculture iregularly ito ienable ithe ifarmer ipurchase imore iland, 

ibuy ihis iinputs iat ithe iappropriate itime iand ito ipay ifor ihired ilabor ior ifarm 

imachinery, ibut iit iis iinteresting ito inote ithat icredit itoiagriculture isector iin 

ithe ilast i10 iyears iremains ias ilow ias i5%.iCredit imay ibe iobtained ifrom 

ivarious isources, iincluding ibanks, INon-bank ifinancial iinstitutions, istock 

imarkets, iand iso ion. iEven ithough ithe iCentral iBank iof iNigeria i(CBN) ihad 

iat ivarious itimes idedicated ifunds ito iagricultural iproduction ithrough ivarious 

ischemes iwith ithe iaim iof iresuscitating ithe iagricultural isector. The iSecurities 

iand iExchange iCommission i(SEC) ithrough iits iannual ipublications ibelieve 

ithat ionly icommercial ibanks iand ithe icapital imarket ihas ithe icapacity ito 

iunlock ibetter iaccess ito icredit iand ifinance ifor ithe isector ithrough iinnovative 

ifinancing istructures iand iproducts i(Okpala, i2018). 

 



208                   Gusau International Journal of Management and Social Sciences, Federal University, Gusau, Vol.4 No. 1, April. 2021   
 

Commercial iBanks iare ithe imajor isources iof isuch ifinancial iservices iin iform 

iof iloans iand iadvances iand ithat iis iwhy icommercial ibanks iin iNigeria ihave 

ibeen idirected ito idevout ia imajor ipart iof itheir ifunding ito ifinance ithis isector, 

ibeside iother igovernment iowned ibanks ilike ithe iNigerian iAgricultural iand 

iCooperative iBanki(NACB) i(Sunny, i2013).iThe icontributions iof icommercial 

ibanks ito ithe iagricultural isector ihave istemmed idebate iand igrowing iinterest 

iamong iresearchers, ipolicy imakers iand ifarmers ihave irecognized itheir 

iimmense icontribution iin iagricultural iproduction.iThe ivital irole iof 

icommercial ibank icredit iin iensuring igrowth iin ifood iproduction iin ian 

ieconomy ihas ibeen iwidely iacknowledge ifor iinstance, iImoughele, iEhikioya 

iand iIsmaila, i(2014) iestablished ithat icommercial ibanks ifacilitate 

itechnological iinnovation ithrough itheir iintermediary irole.iTheir iemphasis iwas 

ithat iefficient iallocation iof isavings ithrough iidentification iand ifunding ifor 

ifarmers iwith ibest ichances iof isuccessfully iimplementing iinnovative iproduct 

iand iproduction iare itools ito iachieve ireal ieconomic iperformance.i 

 

Nwanyanwui(2012) ialso inoted ithat ithe icommercial ibanks ihelp ito imake 

icredit iavailable iby imobilizing isurplus ifund ifrom idepositor iwho ihave ino 

iimmediate ineeds iof isuch imoney iand ichannel iit iin iform iof icredit ito 

ipotential ifarmers iwho ihave ibrilliant istructures iin itheir iagribusiness ion ihow 

ito icreate iadditional iwealth iin ithe ieconomy ibut ilack ithe inecessary icapital 

ito iexecute ithe iideals.iHowever, iacknowledging ithe irole iof icommercial ibank 

icredit iin ithe iagricultural isector ihas ibeen ienhanced iby ithe ivarious ibanking 

ireformed ihas ibeen iestablished iby ithe imonetary iauthority iin iNigeria iin 

ienhancing icredit iaccessibility.iThe ioverall iintentions iof ithese ireforms ihave 

ibeen ito iensure ifinancial istability, iso ias ito iinfluence ithe igrowth iof ithe 

iindustry iand ialso ienhance ibank ito iplay icritical irole iof ifinancial 

iintermediation iin iprovision iand iaccessibility iof icredit iin ithe isector iand 

ithese ivarious ireforms ihave iled ito ithe iimprovement iin ibanking iservices ito 

iagribusinesses.i 

 i 

Commercial ibanks ifinancing ihas ibeen iidentifiedias ia imeans iof itransforming 

ithe iagricultural isector iand irevamping ithe iNigeria ieconomy iby iensuring 

ifood isecurity, ijob icreation iand ieconomic idiversification.iHaving ipointed 

ithese ifacts, ithe igreat ineed ifor icommercial ibank icredit ito idevelop ithe 

iagricultural isector itoday, imore ithan iever, iis inecessitated iby ithe irecent 

ieconomic irecession ithat ibedeviled ithe icountry ias ia iresult iof iits ioil 

idependency iand iinability ito isave ifor irainy idays. iThus, ithere iis ithe ineed ito 

icritically iexamine ithe irole iof icommercial ibanks iin iagricultural idevelopment 
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iin iNigeria iwith ia iview ito ihighlight iareas iof iits istrengths iand iweaknesses 

iand imaking irecommendations ithat iwill igo ia ilong iway itowards iencouraging 

ilending ito ithe isector, isince ias iwe ihave iobserved ithat iaccess ito ifinance iis 

icritical ito ilifting ismall iscale ifarmers iabove ithe isubsistence ilevel.iTherefore, 

ithis istudy iexamines ithe iinfluence iof icommercial ibank icredit ion ithe igrowth 

iof ithe iagricultural isector iin iNigeria. 

 

An ihonest isurvey iof ithe icurrent isituation iin ithe iagricultural isector iin 

iNigeria iwill iimmediately ireveal inot ionly ia iprogressive idecline iof ithe 

icontribution iof iagriculture ito ithe igross idomestic iproduct iboth iin irelative 

iand iabsolute iterms, ibut ialso ia istalemate iin ithe icountry’s iability ito imaintain 

iits ifood iindependence iin ispite iall ithe igovernment’s ieffort ithrough iits 

ipolicies iand iprogrammes ito irevamp ithe isector iand idespite ithe isignificance 

iof ithe iagricultural isector ito ipoverty ireduction iand ioverall idevelopment.iThe 

iproblems ifaced iby ithe iNigerian iagricultural isector iare ilegion iand ineeds ito 

ibe itackled iheadlong ibefore isevere ihunger itypified iby ipoverty iand ilack iof 

iadequate inutrient ibecomes ian iissue.i 

 

 Successive igovernments ihave icome iup iwith inumerous iprogrammes ito 

iaddress ithe iinability iof iagricultural ioutput ito ikeep ipace iwith ithe icountry’s 

idemand ifor iagricultural iproducts. iFinance iinstitutions ihave iover ithe iyears 

ishied iaway ifrom ilending ito ithe ismall-scale ifarmers iwho iform ithe ilarger 

ipart iof ithe ifarming ipopulation, iciting ireasons isuch ias ihigh idefault irates, 

idifficulty iin imonitoring inumerous iindividuals iwhose iloans ido inot iprovide 

imuch ireturn ion iinvestment, ias iwell ias inot ibeing icost ieffective i(Jumare, 

i2016). 

    

Consequently, ithe isector ihas ibeen icharacterized iwith ilow iproduction iand 

irobust imarkets ifor ioutputs ias ismall iholder ifarmers istill irely ion irudimentary 

imethods iand itechnology iand ithey ihaveilimited iskills iand iinputs isuch ias 

iimproved iseeds ithat iwould iincrease iyieldsi(Emeaghalu, i2018).iPeasant iand 

isubsistence ifarming iwith ithe iuse iof irudimentary itechnologies ihave ibeen 

ivery ipredominant iin ithe iagricultural isector iof iNigeria iand ithis ihas iresulted 

ito ilow ilevels iof iproduction.i 

The isector’s icontributions ito iboth ithe igross idomestic iproduct iof ithe 

ieconomy iand iits iper icapita icontribution iis ivery iinsignificant, ithus ithe 

ioverall iproduction ihas inot ibeen iup ito ithe ilevel ithat iwill iensure ithat ithe 

isector imakes ithe ineeded iimpact.iFactors iresponsible ifor ithis iincludes ipoor 

iinfrastructure, iinadequate ifinancing, ilack iof iappropriate itechnology, ihigh 
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iinterest irates, ibureaucratic idifficulties iand iunfair iconditions irequired iby 

icommercial ibanks, icorruption iand inepotism, ipolitical iinstability, idifficulty iis 

iassessing ibank iloans, ietc.iThe igross ieffect iof ithe isituation idescribed iabove 

iis ithat, imost iof ithese ifarmers ilack ieconomies iof iscale ias ia iresult iof ithe 

ismall-scale iproduction, iresulting iin ia ihigh iper icapita icost iand igenerally ilow 

iproduction ilevels.iFinance ior icapital ihas ibeen iidentified ias ibeen iinadequate 

ito iexpand iproduction iin ithe isector iespecially iby ithe ilow- iincome iearners 

ior ifarmers iwho ihold ismall ifarms. 

     

According ito iIfeomai(2018)iinadequate iaccess ito ieconomic iresources 

iespecially ifinanced iby ithe inumerous isparsely ilocated ifarmers iacross iNigeria 

icontinues ito iinhibit iagricultural idevelopment.iThis icalls ifor icritical 

iexaminations iand ithe iadoption iof ian iapproach ito iavoid ideclaring ifarmers 

i“an iendangered ispecies”.iIt iis iimportant ito idouble iefforts ito itransform ithe 

ieconomy iand icontinuously iexplore ipragmatic imethodologies ito iaddress ithe 

iproblem iof iour ifarmers i(Maurice i& iTashkalma, i2012).iCommercial ibanks 

ihave ia ivery iimportant irole ito iplay iin iaddressing ithe inumerous iconstraints 

ibedeviling ithe iagricultural isector.iThe iUnited iNations iCapital iDevelopment 

iFund i(UNCDF) ihas ishown ithat ifinancial iinstitutions iplay ikey iroles iin 

idevelopment i(UNCDF, i2011).i 

   

The ibroad iobjective iof ithe istudy iis ito ijustify ithe ilinkage ibetween 

iCommercial iBank iCredit iand iAgricultural iGrowth iin iNigeria.iHowever, ithe 

ispecific iobjectives iare: To iquantify ithe inature iof irelationship ibetween iLoan 

iAssessment iand iFood iSecurity iin iNigeria. iFor ithe ipurpose iof ithis istudy, iit 

iis iessential ito idecompose iLoan iAssessment iwith iLoan iAssessment iand 

iFood iSecurity iwith iFood iAvailabilityi(FA), ifood iassessment i(FAS), iFood 

iUtilization i(FU) iand iFood iAbsorption i(FAB). 
 

Conceptual iReview 

Commercial iBank iCredit 

The iword icredit iwas idefined iby Miller (1993) iin iAina, iAmila, iHassan, 

iKubalu, iAlechenu iand iYakubu i(2016) ias ia idevice ifor ifacilitating ithe 

itemporary itransfer iof ipurchasing ipower ifrom ione iindividual ior iorganization 

ito ianother.iThey icontended ithat icredit iprovides ithe ibasis ifor iproduction 

iefficiency ithrough ispecialization iof ifunction. Credit ihas ibeen idescribed ias ia 

icontinuation iof ipotentially iand iactually iobtaining igoods iand iservices 

(actually) iby igiving ia ipromise ito ipay (potentiality).i 
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According ito iIjaiya iand iAbdulraheemi(2000), icredit iis ia ifinancial iresource 

ithat iis iobtainable ifrom ifinancial iinstitution iwithin ia ispecified iperiod iof itime 

ibased ion iagreed iterms iwith ithe ipromising iof ipaying iback ias iand iwhen 

idue.i iNjanike i(2009) idefined icommercial ibank icredit ias ia idebt, iwhich 

ientails ithe iredistribution iof ithe ifinancial iassets ibetween ithe ilender iand ithe 

iborrower.iThe ibank iloan iis icommonly ireferred ito ithe iborrower, iwho igot ian 

iamount iof imoney ifrom ithe ilender, iand ineed ito ipay iback, iknown ias ithe 

iprincipal.iIn iaddition, ithe ibanks inormally icharge ia ifee ifrom ithe iborrower, 

iwhich iis ithe iinterest ion ithe idebt.i 

       

Mohammed i(2012) idisclosed ithat ithe iintermediation irole iplayed iby 

icommercial ibank ican ibe isaid ito ibe ia icatalyst ifor ieconomic igrowth iand 

idevelopment ibased ion ithe ipremise ithat ibanks icollect isavings iand iresources 

ifrom iindividual, ientities, igovernment iand icorporate ibodies ias iinvestment 

ifunds iand ichannel ithe isavings ito ithe iusers iof iresources ifor iinvestment 

iactivities.iThis iimplies ithat ithe irate iat iwhich ibanks iadvance ifinancial 

iresources ito ithe ireal isector idetermines ithe ipace iof ia ination’s ieconomic 

igrowth. 

 

Loan iAssessment iin iNigeria 

Access ito iloan imay ibe ireferred itoias, ithe iright ito iobtain ior imake iuse iof 

ior itake iadvantage iof iborrowed imoney ifrom ia ilender.iIn iNigeria, icredit iis 

ian iimportant iinstrument ifor iimproving iand ienhancing ithe iproductivity 

icapacity iof iany isector.iIt ialso ifacilitates ithe iflow iof isavings ifrom isurplus 

iunits ito ideficit iunits i(Diagne, i2000).iThe ioutcome iof ithis iis ithat ionly ia 

ismall iproportion iof ithe itotal inumber iof irural ihouseholds iand ifarmers icredit 

ifrom ithe iformal isector.i 

 

Again, iamong ithose iwith iaccess ito ithe iinstitutional icredit,ia ivery ismall 

igroup iparticularly ithe irich iand ithe ielites iin ithe ivillage ireceive ia ivery ilarge 

ishare iof ithe itotal iamount idisbursed.iConsequently, ithe ioverwhelmingly 

iconstrained iborrowers iare iforced ito iturn ito ithe irather iexpensive iand 

iunreliable iinformal icredit isources i(Okuru, i2004).iAgriculture iloans iare 

ispecifically idesignated ifor iuse iin ithe iindustry, iand ithere iare iplenty iof iways 

iyou ican iuse ithe iproceeds ito iget iyour ifarm ior iranch iup iand irunning ior 

iexpand iyour ioperations.i 

The iaccess ito iloan iand ifunding iamong ifarmers iin iNigeria iremains ilargely 

iunmet idespite igovernment’s iefforts iof idiversifying ithe icountry’s ieconomy 

ithrough iits iagricultural irevolution iinitiatives isupportediby ithe iCentral iBank 
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iof iNigeria.iThe ichallenges iare inot ionly ion ithe ifarmers ithemselves ibut ialso 

ion ifinancial iinstitutions ithat ican ihardly iidentify igenuine ifarmers ifrom ithose 

iwho ihave ibeen idescribed iovertime ias ipolitical ifarmers. 

 

Food iSecurity 

Food isecurity ican ibe idefined ias iaccess iby ipeople iat iall itimes ito ienough 

ifood ifor ian iactive, ihealthy ilife iand iincludes iat ia iminimum: ithe iready 

iavailability iof inutritionally iadequate iand isafe ifood, iand ithe iassured iability 

ito iacquire iacceptable ifood iin isocially iacceptable iways iwithout iresorting ito 

iemergency ifood isupplies, iscavenging, istealing iand iother icoping 

istrategiesi(Adetiloye, i2012).iThe iWorld iHealth iOrganization i(2013) istates 

ithat ithere iare ithree ipillars ithat idetermine ifood isecurity: ifood iavailability, 

ifood iaccess, iand ifood iuse iand imisuse.iThe iFood iand iAgriculture 

iOrganization i(2012) iadds ia ifourth ipillar: ithe istability iof ithe ifirst ithree 

idimensions iof ifood isecurity iover itime.iIn i2009, ithe iWorld iSummit ion iFood 

iSecurity istated ithat ithe i"four ipillars iof ifood isecurity iare iavailability, iaccess, 

iutilization, iand iabsorption. 

 

This iis isometimes ireferred itoias ithe iavailability iand isafety iof iconsumable 

ifood ithrough ithe iproduction iand ipreservation iprocesses iup ito ithe itime iof 

iconsumption.iFood iinsecurity iis idescribed ias ithe iunavailability iof ifood, 

isafety iand iintake iat iindividual, ihousehold, isub-national iand iglobal ilevels 

i(Oladeji, iAyegbusi i& iOlowe, i2004).iThis igoes ito ishow ithat ia ination ithat 

icannot ifeed iitself iis ifood iinsecure.iA imore istraightforward idefinition iof 

ifood isecurity iconcerns ithe iavailability iof ifood iin isufficient iquantities ito 

imeet ithe isustenance iof ithe ipopulation.iHunger iis ia isevere imanifestation iof 

ifood iinsecurity.i 

The iNational iAgency ifor iFood iand iDrug iAdministration iand 

iControli(NAFDAC) iis iinvolved iin iquality icontrol iand isafety iof ipackaged 

ifoods iin iNigeria iespecially iof imeat iand ipoultry.iThe iemphasis ishould ibe 

ifirst ion iproduction ibefore ipreservation iof ithe iproduce.iEugenio, iBabinand 

iand iThomas, i(2002) ibelieves iin ithe ipossibility iof ia iglobalizing iworld ibeing 

ifully ifood isecure ivia ithe icirculation iof isafe iaffordable ifood ithroughout ithe 

iworld.iNevertheless, ifor ia icountry ilike iNigeria ithis ishould ibe iavoided ias 

imuch ias ipossible igiven ithe ioutflow iof iscarce iresources. 

 

Theoretical iReview 

The itheoretical ibase iof ithis ipaper iis ifrom ithe iintellectual iworks iof 

iMcKinnon iand Shawi(1973), iStiglitz iWeiss i(1981), iBernanke iBlinder i(1988) 
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iand iLewis iArthur i(1954) iin itheir iFinancial iLiberalization iTheory, iLoan 

iPricing iTheory, iBank iLending iCredit iChannel iTheory iand iStructural 

iChange iTheory irespectively. 

 

The iFinancial iLiberalization iTheory 

Under ithis itheory, ithe iconsideration iis icentral ion ithe ipart iplayediby 

igovernment iintervention iin ithe ifinancial imarkets ias ia icritical isetback ito 

igrowth, iinvestment iand isavings imobilization.iThe irole iof igovernment iin 

iinterest irate icontrol iand icredit iallocation ito ithe iproductive ieconomic isectors 

iin ideveloping icountries ihinders ithe imobilization iof isavings iand idiscourages 

ifinancial iassets iholding, ieconomic igrowth iand icapital iformation.iInterest irate 

iceiling ion ideposit iindirectly iinhibited ifinancial isaving iwhich iresulted iin 

iexcess iliquidity ioutside ithe ibanking iindustry. 

Government ipervasive iintervention iand ifinancial isystem iinvolvement ithrough 

ithe isupervisory iand iregulatory iframework, iespecially iinterest irate icontrol 

iand icredit iallocation itend ito ifacilitate ifinancial imarket idistortions.iAs isuch, 

ithe iintervention iof igovernment iis iadversely iaffecting ithe imarket iplayers’ 

idecision iregarding iinvestment iand isavings iand iresulted iin ifinancial 

imediation ifragmentation.iThe iresultant ieffect iof ithis iscenario iis ian ieconomy 

ithat iis ifinancially irepressed. 

 

Loan iPricing iTheory 

Banks icannot ialways iset ihigh iinterest irates.iBanks ishould iconsider ithe 

iproblems iof iadverse iselection iand imoral ihazard isince iit iis ivery idifficult ito 

iforecast ithe iborrower itype iat ithe istart iof ithe ibanking irelationship i(Stiglitz 

iand iWeiss, i1981).iIf ibanks iset iinterest irates itoo ihigh, ithey imayiinduce 

iadverse iselection iproblems ibecause ihigh-risk iborrowers iare iwilling ito 

iaccept ithese ihigh irates.iOnce ithese iborrowers ireceive ithe iloans, ithey imay 

idevelop imoral ihazard ibehavior ior iso-called iborrower imoral ihazard isince 

ithey iare ilikely ito itake ion ihighly irisky iprojects ior iinvestments i(Chodecai, 

i2004).iFrom ithe ireasoning iof iStiglitz iand iWeiss, iit iis iusual ithat iin isome 

icases iwe imay inot ifind ithat ithe iinterest irate iset iby ibanks iis icommensurate 

iwith ithe irisk iof ithe iborrowers. 

 

The iBank iLending iCredit iChannel iTheory 

The ibanking ilending ichannel istated ithat imonetary ipolicy ialso iaffects ithe 

iexternal ifinance ipremiumiby ishifting ithe isupply iof ithe iintermediated icredit, 

iespecially iloans ifrom icommercial ibanks.iIt iindicated ithat iif isupply iof ibank 

iloans iis idisrupted ifor isome ireason, ibank idependent iborrower imay inot ibe 
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inecessarily ishut ioff ibut iincur icost iof ifinding ilenders.iTherefore, ia ireduction 

iin ithe isupply, irelative ito iother iforms iof icredit iis imost ilikely ito iincrease 

iexternal ifinance ipremium iand ireduce ireal iactivity. 

 

The iStructural iChange iTheory i 

The iassumption iof ithis itheory istates ithatian ieconomy iis imade iup iof itwo 

isectors.iOne iis ithe itraditional i(agricultural ior isubsistence)isector, iwhile ithe 

iother iis ithe imodern i(capitalist, iindustrial ior imanufacturing) isector.iThis 

igave irise ito ithe itwo-sector imodel.iThe itheory ialso iassumed ithat ithe 

idevelopment iof ian ieconomy iis idependent ion ithe igrowth iof ithe itwo isectors. 

Y i= ifi(AGRIC, iIND) 

Where; iY i= iEconomic idevelopment, 

AGRIC i=Agricultural isector iand i 

IND i= iIndustrial isector. 

 

Empirical iReview 

Numerous istudies ihave ibeen iconducted ito ireveal ithe iimpact iof icommercial 

ibank icredit ion iagricultural isector iin iboth ideveloped iand ideveloping 

ieconomies.iMajority iof ithese istudies iseems ito isuggest ithat icommercial ibank 

icredit ihas ia ipositive ieffect ion iagricultural igrowth iand idevelopment.iFor 

iinstance, iImoughele, iEhikioya iand iMohammed i(2013) iinvestigated ithe 

iimpact iof icommercial ibank icredit iaccessibility iand isectoral ioutput 

iperformance iin iNigerian ieconomy ifor ithe iperiod iwhich ispanned ibetween 

i1986 iand i2010.iAn iaugmented igrowth imodel iwas iestimated iviaithe 

iOrdinary iLeast iSquare i(OLS) itechniques ito iascertain ithe irelationship 

ibetween ivarious icommercial ibank icredits iand isectoral ioutput igrowth.iThe 

ivariables iwere itested ifor istationarity iand ico-integration ianalysis iwas ialso 

icarried iout iusing ithe iAugmented iDickey-Fuller itest.iThe istudy ifound ithat 

ithe ivarious icommercial ibank icredit isupply iand iother iincluded ivariables ihas 

ia ilong irun irelationship iwith isectoral ioutput iperformance ii.e iagricultural, 

imanufacturing iand iservices isector.iThe istudy iconcluded ithat iconsistent 

iexpansion iof imonetary ipolicy iwhich iengenders isupply iand idemand ifor 

icommercial ibank icredit iby ithe imanufacturer, iFarmer iand iservices iprovider 

ipromote ithe isectors iproductivity iand irecommended ithat icontinuous icredit 

iaccessibility iin ia ideregulated ifinancial imarket ieconomy ihas ithe icapacity ito 

iinduced ithe ination isectoral ioutput iperformance iwhich iwill ipromote 

ieconomic igrowth iand idevelopment. 
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Medugu, iMusa iand iAbalisi(2019) iexamined ithe iimpact iof iCommercial 

iBanks’ icredit ion iAgricultural ioutput iin iNigeria, icovering ithe iperiod i1980 

ito i2018.iAnnual itime iseries idata iwas iemployed, iwhich iwas isourced ifrom 

iCentral iBank i(CBN) ipublications isuch ias iStatistical iBulletins iand iBullions, 

iand iNational iBureau iof iStatistics i(NBS) ipublications.iStationary itest iwas 

iconducted ion ivariables ito iascertain iwhether ithey ihave iunit iroots.ithe istudy 

ishowed ipositive iand isignificant irelationship iexists ibetween icommercial 

ibanks’ icredit iand iAgricultural ioutput iin iNigeria.iThe istudy irecommended 

ithat iGovernment ishould ias ia imatter iof ipolicy ithrough ithe iCentral iBank 

imake icredits ifrom iCommercial iBanks iavailable iand iaffordable iby ilowering 

iinterest irate. 

 

Nnamocha iand iEkei(2015) iinvestigated ithe ieffect iof iBank iCredit ion 

iAgricultural iOutput iin iNigeria iusing ithe iError iCorrection iMode i(ECM).iA 

iyearly idata i(1970- i2013) iobtained ifrom ithe iCentral iBank iof iNigeria iwas 

iused ifor ithe ianalysis.iThe istudy, iit ishowed ithat, iin ithe ilong-run ibank icredit 

iand iindustrial ioutput icontributed ia ilot ito iagricultural ioutput iin iNigeria, 

iwhile; ionly iindustrial ioutput iinfluenced iagricultural ioutput iin ithe ishort-

run.iThe istudy irecommended ithat iloans ifor ithe ifarmers ishould ibe idisbursed 

iin igood itime iwith ilow iinterest.i i 

 

Aina, iAmila, iHassan, iKubalu, iAlechenu iand iYakubui(2016) ianalyzed ithe 

iimpact iof icommercial ibank ilending ion iagricultural iproduction iand 

iproductivity iin iOndo iand iEkiti iState iof iNigeria.iDescriptive istatistics, igross 

imargin, ielasticity iof iproduction, ireturn ito iscale ias iwell ias iregression 

ianalysis iwere iused ito ianalyze ithe idata.iThe istudy ifound ithat icommercial 

ibank icredits iis ipositively irelated ito iagricultural iproduction iand ishows ia 

isignificant iimpact ion ioutput ilevels.iThe istudyirecommended ithat ithere 

ishould ibe iactive iinvolvement iof igovernment iand ithe iprivate isector iat 

iboosting iin iflow iof ifunds iinto iagriculture iand iagribusiness. 

 

Bassey, iAkpaeti, iand iUdoi(2014) iinvestigated ithe iimpact iof ibank icredit 

ifinancing ion iagricultural ioutput iin iNigeria ibetween ithe iperiods iof i1970-

2011.iEmploying iOrdinary iLeast iSquare i(OLS) iregression imethod, ithe iresult 

ishows ithat iin iorder ito iboost iagricultural iGDP, iemphasis ishould ibe idirected 

itowards iproper ifunding iof ithe isector iby ithe igovernment iand iother ifinancial 

istakeholders.iAkintola i(2004) iidentified ibanks’ itraditional iroles ito iinclude 

ifinancing iof iagriculture, imanufacturing iand isyndicating iof icredit ito 
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iproductive isectors iof ithe ieconomy iand iopined ithat icredit iof ibanks ito ithe 

iNigerian ieconomy ihas ibeen iincreasing iover ithe iyears.i 

 

Ogbanje, iYahaya iand iKolawolei(2012) iexamined ithe irelationship ibetween 

icommercial ibanking isector iloans iand iagricultural idevelopment iin iNigeria 

ifrom i1981 ito i2007 iusing idescriptive iand iinferential istatistics.iThe iresult 

irevealed ithat iduring i1981-1991, ithere iwas isubstantial iincrease iin 

icommercial ibanks’ iloans ito ithe iagricultural isector, iwhile ithe iloans imore 

ithan itripled iduring ithe isubsequent iperiods.iThus, icommercial ibanks ishowed 

igreat iconcern ifor ithe igrowth iof ithe iagricultural isector iin iNigeria.iResult 

ialso irevealed ithat icommercial ibanks’ iloan ito ithe iagricultural isector 

iconsiderably iand iprogressively iaffected iagricultural isector icontribution ito 

iGDP iin iNigeria.i 

 

Agunuwa, iInaya, iand iProsoi(2015) iexamined ithe iimpact iof icommercial 

ibanks’ icredits ion iagricultural iproductivity iin iNigeria.iThe istatistical itool iof 

ianalysis iis ithe iOrdinary iLeast iSquares i(OLS) itechniques.iHowever, ithe 

ivariables iwere isubjected ito ithe iUnit iRoot iTest ito iensure istationarity ibefore 

ithe iapplication iof ithe iOLS.iOn ithe iwhole, ithree ihypotheses iwere itested; iall 

ithe ialternative ihypotheses iwere ivalidated iby ithe iOLS iresult.iThe istudy 

ishowed ia isignificant ipositive irelationship ibetween icommercial ibank icredit 

iand iagricultural iproductivity iin iNigeria.iThe istudy irecommended ithat ithe 

iAgricultural iCredit, iGuarantee iScheme ishould iimprove ion itheir iconditions 

ifor icredit iguarantee iin iorder ito imake iagricultural ifinancing iattractive ito 

icommercial ibanks.i 

 

Okezie iand iErendui(2016) iexamined ithe ideterminants iof iagricultural icredit 

iin iNigeria ibetween i1981 iand i2014, iusing isecondary idata iobtained ifrom ithe 

iCBN istatistical ipublications.iA imultiple iregression ianalysis iwas iused ito 

idetermine ithe ieffects iof ithese ivariables ion ithe iamount iof icredit isupplied 

ito ithe iagricultural isector ithrough ithe iAgricultural iCredit iGuarantee iScheme 

iFund i(ACGSF) iof ithe ifederal igovernment.iThe iresults iindicated ithat ithere 

ihas ibeen iincrease iin itheisupply iof icredit ito ithe iagricultural isector iunder 

ithe ischeme, iespecially ibetween i2000 iand i2012.iIt iwas irecommended ithat 

ithe ion-going ipolicies iof ithe ifederal igovernment iaimed iat iattracting iforeign 

iinvestments ibe isustained iand ialso ithe ifinancial iinstitutions ineed ito ireview 

itheir ilending irates idownwards isince ithe ireal iinterest irate iwas iseen ito 

iinhibit isupply iof icredit ito iagriculture. 
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Theoretical iFramework 

The istudy iadopted ithe iStructural iChange iTheoryias iframework.iThe 

iStructural iChange iTheory iwas ideveloped iby iLewis iArthur iin ithe iyear i1954 

iand icalled iit i“development iwith iunlimited isupply iof ilabour”.iThe 

iassumption iof ithis itheory istates ithat ian ieconomy iis imade iup iof itwo 

isectors.iOne iis ithe itraditional i(agricultural ior isubsistence) isector iwhile ithe 

iother iis ithe imodern i(capitalist, iindustrial ior imanufacturing) isector.iThis 

igave irise ito ithe itwo-sector imodel.iThe itheory ialso iassumed ithat ithe 

idevelopment iof ian ieconomy iis idependent ion ithe igrowth iof ithe itwo isectors. 

Y i= ifi(AGRIC, iIND) 

Where; iY i= iEconomic idevelopment, 

AGRIC i=Agricultural isector iand i 

IND i= iIndustrial isector. 

 

 
Source: iPinstrup-Andersen i(2009). 

 

The iagricultural isector iand ithe iindustrial isector iare iinterrelated.iThe 

iagricultural isector iemploys icapital iinputs, ilabour iexpertise iand ialso ia ifinal 

iconsumer iof ithe ioutput iof ithe iindustrial isector, iwhile ithe iindustrial isector 

iemploys ilabour iand ioutput iof ithe iagricultural isector.iThis itheory 

iisiimportant ito ithis istudy ibecause iagricultural idevelopment icannot ibe 

ipossible iwithout iproper ifunding. iThe iproper ifunding iof iagriculture iis imade 

ipossible ithrough ithe iprovision iof iagricultural iloans iand icredits ifrom 

icommercial ibanks; ithe iproper ifunding iof ithese ischemes iwill ilead ito 

iincrease iin iagricultural ioutput iwhich iwill, iin iturn, ilead ito iadequate ifood 

isecurity ithrough ifood iavailability, ifood iutilization, ifood iabsorption iand ifood 

iaccess iand iconsequently, ieconomic idevelopment.i 
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Methodology 

Research idesign iis ia iplan ior iblueprint iwhich ispecifies iwhich ispecifies ihow 

idata irelating ito ia igiven iproblem ishould ibe icollected iand 

ianalysedi(Onyeizugbe, i2013).iThe istudy iadopted idescriptive iresearch iand 

icorrelational isurvey idesign; ithis itype iof istudy iseeks ito iestablish iwhat 

irelationship iexist ibetween itwo ior imore ivariables.iUsually, isuch istudies 

iindicate ithe idirection iand imagnitude iof irelationship ibetween ithe ivariables 

i(Nworgu, i2006).iThe istudy iused itime iseries idata ifrom ithe iperiod iof i1990 

i– i2018. 

    

The istudy iused ionly isecondary idata.iThese idata iwere isourced ifrom ithe 

iCentral iBank iof iNigeria iStatistical iBulletin, iBank iof iAgriculture, iAfrican 

iDevelopment iBank, ithe iFood iand iAgriculture iOrganization, iNational iBureau 

iof iStatistics iyearly ipublications, iWorld iBank iPublications, iInternet, iJournals 

iand iArticles. 

 

The idata ianalysis itechniques ithat iwas iadopted ifor ithis istudy iconsist iof 

imultiple iregression iusing ithe iOrdinary iLeast iSquare imethod iof 

iestimationi(OLS).iThis istatistical itool iseeks ito iestablish ithe istrength ior 

idegree iof iassociation ibetween ithe idependent iand iindependent 

ivariables.iEVIEW 7 isoftware iwas iused ifor ithe ianalysis. 

 

Model iSpecification 

  For ithe ipurpose iof ithis istudy, iit iis iessential ito idecompose Loan iAssessment 

and iFood iSecurity iwith iFood Availabilityi(FA), ifood iassessment i(FAS), iFood 

iUtilization i(FU) iand iFood iAbsorption i(FAB). 

LS i= ifi(FA, iFAS, iFU, iFAB) iet i i. i. i. i... . i. i. i. i. i. i i. i. i. i. i. i. i i(i) 

This imodel iis irestated iin ieconometric iformias ifollows: 

LS i= ia0 i+ ia1LFA i+ ia2LFAS i+ ia3LFU i+ ia4LFAB i+ iet...….……...(ii) 

Where: i 

et i= iStochastic ior ierror iterm 

LLS i=Log iof iLoan iAssessment 

LFA i= iLog iof iFood iAvailability i 

LFAS i= iLog iof iFood iAssessment 

LFU i= iLog iof iFood iUtilization i 

LFAB i= iLog iof iFood iAbsorption 

a0 i– ia4 i= iparameters of the model 
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Result and Discussion 

Data iPresentation 

Commercial Bank Credit iand iAgricultural Sector iin Nigeria (1993–2019) 

Year Food 

iAssessment 

Food 

iAbsorption 

(%) iof 

iTotal 

iCredit 

i(Loan 

iAssessment) 

Food 

iUtilizationi(%) 

Food 

iAvailability 

1993 2622 3.4 17.41 52.6 2294.6 

1994 2266 3.2 14.32 52.5 1554.2 

1995 1854 1.9 15.86 52.4 2060.4 

1996 1309 2.8 16.60 52.3 7999.1 

1997 1000 3.4 13.12 52.2 10283.8 

1998 1300 3.5 11.53 52.2 12728.7 

1999 2908 17.5 10.43 52 15351.8 

2000 1926 13.1 7.58 52 15944.0 

2001 746 13.6 6.21 51.8 26721.3 

2002 431 12.6 8.68 51.1 31563.8 

2003 1200 14.8 7.49 51.2 67568.1 

2004 1413 14.4 3.62 51.0 59744.6 

2005 1012 11.9 2.54 50.6 109455.2 

2006 1501 12.1 0.99 50.8 79436.1 

2007 1367 12.7 0.85 50.9 93767.9 

2008 1900 14.9 0.17 51.0 94219.7 

2009 1671 19.7 0.17 51.3 89141.2 

2010 1908 21.1 0.14 51.4 92376.2 

2011 1802 21.7 0.16 51.1 90758.7 

2012 1110 22.3 0.13 51.1 91660.3 

2013 1607 21.7 0.13 51.3 91598.4 

2014 1506 23.9 0.12 51.3 91339.1 

2015 1110 22.3 0.13 51.1 91660.3 

2016 1607 21.7 0.13 51.3 91598.4 

2017 1506 23.9 0.12 51.3 91339.1 

2018 5433 27.9 0.13 51.2 91532.6 

2019 4946 24.5 0.13 51.3 91490.0 

Source: iCBN iStatistical iBulletini(Various iIssues), National iBureau iof 

iStatistics i(Various iIssues),iWorld iBank iDevelopment iReport i(Various 

iIssues), iFood iand iAgriculture iOrganization,iOnline iPublications. 

i 
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Regression iAnalysis 

Dependent iVariable: iLS   

Method: iLeast iSquares   

Date: i08/13/20 iTime: i11:04   

Sample: i1993 i2019   

Included iobservations: i27   

     
     Variable Coefficient Std. iError t-Statistic Prob. i i 

     
     C 8716.968 1514.912 5.754109 0.0001 

FA -0.005617 0.019081 -0.294356 0.0231 

FAS 

 i i i i i 

i1.094806 1.63E-05 -0.066870 0.0477 

FU 4.152830 3.179259 -1.306226 0.0141 

FAB 0.004874 0.004841 -1.006886 0.0724 

     
     R-squared 0.861768  i i i iMean idependent ivar 6024.789 

Adjusted iR-squared 0.802448 i i i iS.D. idependent ivar 1541.703 

S.E. iof iregression 1130.345  i i i iAkaike iinfo icriterion 17.15052 

Sum isquared iresid 16609834  i i i iSchwarz icriterion 17.44877 

Log ilikelihood -156.9300 i i i iHannan-Quinn icriter. 17.20100 

F-statistic 4.097025  i i i iDurbin-Watson istat 1.162252 

Prob(F-statistic) 0.018723    

     
      

In ithe itest iof isignificant iof iparameters iin ithe imodel iusing it-test, ithe ip-

values iof iparameters iare iless ithan i0.05 iper icent.iThe ip-values iof it-test 

iimply iall iparameters iin ithe imodel iare isignificant iexcept iFood iAbsorption 

i(FAB) iwhich iis igreater ithan i0.05 iper icent.iThe icoefficient iof idetermination 

i(R-Square) iof ithe imodel iis i86 iper icent iwhich iimplies ithe iindependent 

ivariables explainediup ito i86 iper icent ichanges iof ithe idependent ivariable. 

   

Specifically, the icoefficient iof iFood iAvailabilityi(FA) icarries ia inegative isign 

iand iis istatistically isignificant iat i0.02 ipercent iwhich iimplies ithat iLoan 

iAssessment icontributes negatively tto ithe iquantum iof iFood iAvailability iin 

ithe icountry. Food iAssessmenti(FAS) ibears ia ipositive isign iand iis istatistically 

isignificant iat i0.04 ipercent iwhich means ithat iLoan iAssessment ihas a positive 

impact onithe ilevel iof iFood iAssessment iin iNigeria.iFood iUtilizationi(FU) is 

positive and istatistically isignificant iat i0.01 ipercent iwhich iimplies ithat iLoan 
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iAssessment icontributes ito iFood iUtilization iin Nigeria.iFood 

iAbsorptioni(FAB) is positive and significant at 10%.i 

The iRegression iequation ishows ithat i 

 

Descriptive Statistics 

 FA FAS FU FAB LS 

 iMean  i217052.6  i28770.30  i36396565  i394271.2  i5847.286 

 iMedian  i227991.0  i14610.88  i38884325  i412707.0  i5693.000 

 iMaximum  i361360.0  i89043.62  i73895559  i647823.0  i9946.000 

 iMinimum  i63505.00  i2907.360  i121331.0  i105290.0  i4062.000 

iStd.iDev.  i57057.45  i30125.12  i23077172  i211476.0  i1566.662 

 iSkewness -0.354535  i0.944310 -0.293281 -0.095535  i0.873795 

 iKurtosis  i5.510674  i2.245544  i2.227769  i1.293689  i3.326173 

      

 iJarque-Bera  i5.955479  i3.619078  i0.744480  i2.579504  i2.765403 

 iProbability  i0.050908  i0.163730  i0.689189  i0.275339  i0.250900 

      

 iSum  i4558104.  i604176.2  i6.92E+08  i8279695.  i122793.0 

iSum iSq.iDev.  i6.51E+10  i1.82E+10  i9.59E+15  i8.94E+11  i49088620 

      

 iObservations  i27  i27  i27  i27  i27 

 

Conclusion and Recommendations 
The iregression iresult ishows ithat ithere iisia isignificant ipositive irelationship 

ibetween iLoan iAssessment iand iFood iSecurity iin iNigeria.IThis ipaper 

iconcludesithat icommercial ibank icredit ihadian ienormous iinfluence ion ithe 

iagricultural isector, ias iit iimproved ifood iproduction iin ithe icountry ithrough 

ifood iavailability, ifood iaccess iand ifood iutilization.iIn iline iwith ithe iabove 

iconclusion, ithe istudy irecommended ithat icommercial ibanks iin iNigeria 

ishould imake imore iloan/credit ifacilities iavailable iand iaccessible ito ifarmers 

iall iover ithe icountry ito isustain ithe iincreased iagricultural iproduct ineeds iin 

iNigeria.iThese ifunds imust ibe imade iavailable ito iserious iminded ifarmers iat 

iaffordable iinterest irates. 
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