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Abstract 
It has been observed that limited access to finance 

constitute a challenge to increase agricultural 

sector output in developing economies, despite their 

over-dependence on the sector. The main objective 

of this paper is to examine the impact of agricultural 

credit guarantee scheme fund on agricultural sector 

output in Nigeria spanning 1999-2021. The paper 

used expost-facto design. Time series annual data 

sourced from the Central Bank of Nigeria Bulletin 

were used. The paper disaggregated agricultural 

credit guarantee scheme fund into agricultural 

credit guarantee scheme fund to crop production 

(ACCP), agricultural credit guarantee scheme fund 

to livestock production (ACLP) and agricultural 

credit guarantee scheme fund to fishery production 

(ACFP), while agricultural sector output was used 

as the dependent variable. The ADF unit root test 

shows a mixture of 1(0) and 1(1) order of 

integration that necessitated the use of 

autoregressive distributed lag (ARDL) regression as 

technique of estimation. The results of the 

descriptive statistic revealed that ACCP had more 

effect on ASO than ACLP and ACFP. Furthermore, 

the findings revealed that agricultural credit 

guarantee scheme fund to crop, livestock and fishery 

production respective had p<0.05, signifying that 

each had significant positive effect on agricultural 

output in Nigeria. The study concluded that 

agricultural credit guarantee scheme fund has effect 

on agricultural sector output in Nigeria and 

recommended among others that the Federal 

Government should increase its funding of 

agricultural credit guarantee scheme fund in its 

annual budget and access to the funds by farmers 

and ensure more component of livestock farming are 

incorporated in the disbursement of agricultural 

credit guarantee scheme fund so as enhance 

agricultural output in Nigeria. 

Keywords: Agricultural Credit Guarantee Scheme 

Fund, Crop Production, Livestock Production, 

       Fishery Production 
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I. Introduction 
 Prior to oil discovery in Nigeria, 

agriculture was the mainstay of the nation. 

However, with oil discovery and the oil boom of the 

1970s, the sector suffered neglect with the sector’s 

contribution to GDP declining to 35% in 2014 from 

65.7% in 1957 leading to food insecurity and 

increased level of poverty in the country with the 

poverty level standing at 33.1% in 2013 (National 

Bureau of Statistics, 2014). Agriculture is 

considered as one of the productive sectors in 

developing economies owing to its role in the 

production of food, raw materials, employment, 

poverty reduction and socioeconomic 

transformation of communities. Agriculture was the 

main stay of Nigeria economy before the discovery 

of oil because Nigeria was exporting agricultural 

produce such as; groundnut, cocoa, rubber, Colton, 

groundnut oil, cassava, yam etc. to other parts of the 

world. Subsequently, the discovery of oil in 

commercial quantity made Nigeria to abandon 

agriculture. 

 Due to the failing agricultural sector, the 

Nigerian government became directly involved in 

boosting the agricultural sector, with several large-

scale agricultural projects and programmes launched 

and established while concessionary interest rate 

structure was employed with direct  credit to 

agricultural sector. Government has played a more 

dynamic role in agricultural production by ensuring 

stability of the financial system as well as guarantee 

sources of credit to the farmers. There is an ever 

increasing need to invest in agriculture due to a 

drastic rise in global population and changing 
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dietary preferences of the growing middle class in 

emerging markets towards higher value agriculture 

products.  Credit financing is one of the major 

inputs for achieving sustainable economic activity in 

any country.  

The Central Bank of Nigeria (CBN, 2019) 

recognized credit as a veritable source of finance for 

agricultural development. Primus (2019) noted that 

bank loans and advance is expected to influence the 

agricultural sector through agricultural produce. 

Hence, if sufficient loan facilities are put in place by 

banks and government, bulky and weighty 

agricultural productivity that can promote welfare of 

the citizen can be assured. More so, access to credit 

can lower the entry barrier and encourage new 

entrants into agriculture, thus leading to increased 

agricultural output on the aggregate (Sulaimon, 

2021). However, the volatility of commodity prices, 

unexpected disease outbreaks and climate change 

flood and drought continue to make agricultural 

activity highly risky and less attractive to banks for 

a credit facility. In addition, most smallholder 

farmers and rural dwellers who dominate Nigeria’s 

agricultural space do not have sufficient collateral 

facilities to obtain credit in formal financial 

institutions, thus hindering potential agricultural.  

 The Agricultural Credit Guarantee Scheme 

Fund was established to meet the increasing need 

for credit by farmers for the purpose of improving 

the traditional methods of production and address 

food supply problem in the country. Credit 

guarantee as one of the strategies for boosting 

agricultural output in Nigeria is known to influence 

long term debt financing, allows greater debt 

capacity for firms, creates confidence among stake 

holders, overcome collateral constraints, provides 

stable finance, affect risk of lending, address the 

problem of information asymmetry, compensate for 

low profit, modify intrinsic characteristics of small 

business. The purpose of the scheme is to induce the 

commercial banks to increase their lending for the 

development of commercial agriculture. In a bid to 

achieve this, the Federal Government raised a 

seven-year bond of N200 billion as intervention 

fund through the debt management Office and made 

the fund available to the sector through some 

approved commercial banks (Olomola & Yaro, 

2015). Thus, the Federal government’s Agricultural 

Credit Guarantee Fund (ACGSF) has guaranteed 

credit worth hundreds of millions of Naira to 

farmers.  

 As a primary sector, agriculture forms the 

bedrock on which the growth of economies is 

founded, as it provides employment, raw materials 

for growing industries, food for the ever-growing 

population and serves as a source of foreign 

exchange earnings. Crop production has been 

identified as a critical component of agriculture that 

requires adequate funding for higher output. The 

livestock sub-sector of the agricultural sector is one 

of the most viable aspects of production that has 

attracted the attention of lot of farmers in Nigeria. 

This sub-sector encompasses the production of 

animals and poultry production as sources of food, 

employment and inputs to other sectors of the 

economy. In Nigeria, fish is an important 

component of households’ diet and serves as a focal 

point for the family meal. In riverine communities, 

fishing is a predominant occupation which does not 

just provide food for family sustenance but also 

serves a sole source of income to fishermen. Also, 

aquaculture and fish processing have gained 

significant attention as important sources of 

livelihood as well as emerging sources of GDP 

earning for the country.  

 The Federal government of Nigeria 

introduced the Agricultural Credit Guarantee 

Scheme Fund (ACGSF) in 1977 and started 

operations in April 1978 to encourage formal 

financial institutions to increase and sustain lending 

to agriculture (Eyo, Nwaogu & Agenson, 2020). 

Under this scheme, the CBN act as a guarantor, and 

75% of loans given to farmers by banks are 

guaranteed in the event of default (Sulaimon, 2021). 

This implies that the government agricultural credit 

guarantee scheme fund is targeted at easing farmers, 

especially local farmers access to financial resources 

and other financial services necessary for higher 

productivity and output in Nigeria.  

 Despite these efforts, realities on ground 

reveal that most of the credit related policies of the 

government have not achieved their objective of 

significantly enhancing the development of 

agricultural sector and generating employment 

opportunities because the credit institution require 

from the farmers to have acceptable collateral before 

they can be granted credit and many of the farmers 

are rural dwellers who lack property right, making it 

impossible for them to access credit. The sector 

remains undercapitalized, most farmers are unable 

to secure the equity capital required for expansion of 

operations and modernization of their enterprises, 

while the phobia among banks in lending to the 

sector is still in existence (Olomola & Yaro, 2015).  

It is hoped that the findings of this paper will be 

relevant to the government to enable the realization 

as to whether the Agricultural Credit Guarantee 

Scheme fund has been able to impact agricultural 

output in anyway and to give more insight to the 

working of the scheme. Empirically, it is hoped that 
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the outcome of this study will contribute 

significantly on the stock of empirical studies, future 

scholars and researchers who may wish to conduct 

similar empirical research on related variables can 

use this work as empirical literature to be reviewed 

and as a guide for the establishment of research gaps 

to be filled so as to widen the scope of knowledge  

 In the light of this background, the main 

objective of this paper is to examine the effect of 

agricultural credit guarantee scheme fund on 

agricultural output in Nigeria covering the period 

1999 to 2021. Specifically, the paper aims at 

achieving the following objectives: 

Examine the effect of agricultural credit guarantee 

scheme fund to crop production on agricultural 

output in Nigeria, evaluate the effect of agricultural 

credit guarantee scheme fund to livestock 

production on agricultural output in Nigeria and to 

determine the effect of agricultural credit guarantee 

scheme fund to fishery production on agricultural 

output in Nigeria. 

 Based on the objectives above, the 

following hypotheses have been formulated: 

HO1:  Agricultural credit guarantee scheme fund to 

crop production has no significant effect on 

agricultural output in Nigeria. 

HO2:  Agricultural credit guarantee scheme fund to 

livestock production has no significant effect on 

agricultural output in Nigeria. 

HO3:  Agricultural credit guarantee scheme fund to 

fishery production has no significant effect on 

agricultural output in Nigeria. 

 

II. Materials and Methods 
Concept of Agricultural Guarantee Credit 

Scheme Fund: Credit is a financial service that 

enables those with excess liquidity (money lenders) 

to transfer their funds to those with deficit liquidity 

(money borrowers) at a given price. According to 

Zakaree, Alexander, Omele and Salihu (2022), the 

Agricultural Credit Guarantee Scheme Fund is a 

federal government loan scheme that aim at 

boosting bank credit to the agricultural sector 

through the provision of guarantee in respect of 

loans given by any bank for agricultural purposes. 

The Central Bank of Nigeria (CBN) oversees the 

day-to-day operations of the scheme through its 

agricultural finance department and credit is 

administered to farmers through its branch offices.  

Concept of Agricultural Output: This refers to the 

level of productivity of the different components of 

agriculture which includes crop production, 

livestock production and fishery production among 

others that add up to the total share of agricultural 

sector output in the economy within a defined 

period of time. Agricultural productivity is the core 

quantity of individual output. Agriculture 

encompasses livestock enterprise output, crop 

enterprise output, by-products, forage and 

cultivations and various output which covers the 

value of output from those agricultural activities but 

are neither livestock or crop enterprise output. 

Agricultural output is measured as the relationship 

between agricultural outputs and agricultural inputs, 

hence, agriculture constitutes one of the most 

important sectors of the economy.  

2.1 Theoretical Framework: This paper is 

anchored on the agricultural-based development 

hypothesis developed by Wiggins (2006), and the 

sustainable livelihood theory put forward by 

Chamber and Cornway (1991). The agricultural-

based development hypothesis states that agriculture 

requires an institutional, technical and financial 

incentive change that will boost the productivity of 

small farmers. According to this theory, agricultural 

financial schemes play a dual role in the bid for 

economic development. These roles include 

provision of increased purchasing power and 

provision of input to sustain industrial 

transformation. The theory also argues that 

institutional credit provides the bedrock for a solid 

agricultural development and economic 

development in general.  The agricultural-based 

development hypothesis is relevant to the current 

research since it focuses on the role of financial 

incentive on changes that could take place in 

agricultural productivity and output. Consequently, 

an increase in access to agricultural guarantee credit 

scheme fund to local farmers engage in crop, 

livestock and fishery production will all things be 

being equal lead to an increase in output in these 

sub-sectors of agriculture in Nigeria. 

 Similarly, Chamber and Cornway (1991) 

sustainable livelihood theory holds that output can 

only be increased if secured ownership or access to 

capital resources is ensured. These resources include 

reserves and assets needed to offset risks, ease 

stocks, meet unforeseen needs as well as enhance 

and maintain productive resources on a long-term 

basis. The theory further argues that increased 

agricultural output ensures food availability, food 

affordability and also creates the ability for farmers 

to earn income on a long-term basis. The relevance 

of this theory to the present study is based on the 

fact that increase crop, livestock and fishery 

production due to greater access to agricultural 

guarantee credit scheme fund by farmers will help in 

raising food availability, affordability through 

higher output thereby increasing the livelihoods of 

people in the society. 
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2.2 Empirical Review 

Zakaree S, Alexander A, Omele A, & 

Salihu, A. (2022) examined the impact of 

Agricultural credit Guarantee scheme fund 

(ACGSF) on output of crop and livestock subsectors 

in Nigeria using secondary data for the period of 

1987-2020. Autoregressive Distributed Lag (ARDL) 

model was adopted to establish the impact of 

Agricultural Credit Guarantee Scheme Fund 

(ACGSF) credit to crop sub-sector, average annual 

rainfall and rural population (independent 

variables)on output of crop sub-sector(dependent 

variable);and the impact of ACGSF credit to cattle 

rearing, poultry, and sheep rearing on output of 

livestock subsector. The results revealed a positive 

and statistically significant impact of ACGSF on 

output of crop and livestock subsectors in Nigeria. It 

was found that ACGSF credit to cattle rearing led to 

an increase in output of livestock subsector by 29 

per cent. The ARDL results for both the crop and 

livestock subsectors indicate that output of both 

sectors responds to deviations from equilibrium 

such that if the short run variables deviate from 

equilibrium, they tend to re-adjust back to 

equilibrium in the long run. The study 

recommended among others that the scheme should 

be sustained and credit to farmers should be 

sustained over a given period in order to ensure 

increased output and ultimately ensure increased 

food supply. This study is a useful guide to the 

current research because it concentrated on 

agricultural credit scheme fund and also used the 

ARDL regression. However, while the researchers 

used time series data covering 1987 to 2020, the 

present research extended the period to 2021 which 

more current looking at the dynamic nature of time 

economic variables. 

  Iroegbu, Okidim and Ekine (2021) 

investigated the impact of bank loan on artisanal 

fishing in Rivers State; using Bank of Agriculture as 

case study. Purposive random sampling technique is 

used to select 60 loan beneficiaries and 40 non-

beneficiaries of Bank of Agriculture loan. 

Descriptive and inferential statistics is used to 

analyse data. The findings revealed that there is a 

significant improvement in the income of fishers 

who are Bank of Agriculture loan beneficiaries 

because loan was used to purchase fishing inputs 

such as gears and financing fishing operations. This 

gave rise to increase in output. The relevance of this 

work is based on the fact that it was on bank loan as 

a form of credit and fishery which is component of 

agriculture in Nigeria, but its major weakness is that 

it failed to also assess the effect of the policy on 

livestock and crop production in Nigeria.  

Furthermore, while the scholars used primary data, 

the present research used time series secondary data. 

 Nakazi and Nathan (2020) examined the 

effect of commercial bank credit on agricultural 

growth in Uganda. Quarterly series data sourced 

from Bank of Uganda and Uganda Bureau of 

Statistics are used for the study. Study period is 

from 2008Q3 – 2018Q4. The study utilizes the 

Autoregressive Distributed Lag (ARDL) approach 

to examine the short run and long run relationship 

between the dependent variable (Agricultural GDP) 

and independent variable (Commercial Bank 

Credit). The study revealed that credit has a 

significant and positive impact on agricultural 

output in the long run. In the short run credit has an 

instantaneous impact on agricultural output. The 

study recommended for an increase in commercial 

bank credit to agriculture. The strength of this work 

is predicated on the fact that commercial bank loans 

is a form of credit made available to farmers for 

higher agricultural output. However, this study 

focused on agricultural credit scheme fund as a 

special intervention of the Federal government 

through the CBN that is targeted at raising 

agricultural output in Nigeria. 

 Similarly, Reuben, Nyam and Rukwe 

(2020) studied Agricultural Credit Guarantee 

Scheme Fund and its effects on agricultural output 

in Nigeria. Data were analysed using descriptive and 

inferential statistics. The study found that supply of 

funds to the agricultural sector was not consistent 

across the sub-sectors while supply of credit to the 

crop sub-sector increased only between 1998 and 

1999, supply of credit to livestock rose consistently 

over the period of the study. The regression result 

revealed the multiple coefficient of determination 

(R2) to be 0.8523 while the coefficient of ACGSF 

on crop, livestock and fishery subsectors were 

0.1607, 0.2320 and 0.2110 respectively with 

positive signs and all significant at 1% and 5% 

levels. The study concluded that ACGSF has 

significant and positive effect on agricultural output 

in Nigeria and recommended among others that 

there is need for government to increase and expand 

access to agricultural credit. This study is relevant to 

the present research since it focuses on agricultural 

credit scheme fund and agricultural output 

considered as variables in the study. However, this 

study used ARDL regression technique in 

estimating the model formulated.   

  

 Akerele, Ashaolu, Sanusi and Egbetade 

(2017) analysed the partial effects of agricultural 

credit guarantee scheme fund (ACGSF) on output of 

Nigeria’s agricultural subsectors using time series 
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data for the output of crop, livestock and fishery 

sector as well as credit allocated to each subsector 

from 1982 to 2013. The Ordinary Least Square 

(OLS) regression method was used to estimate the 

effects of Agricultural Credit Guarantee Scheme 

Fund (ACGSF) on the growth of the output of the 

crop, livestock and fishery sub-sectors respectively. 

Findings revealed that there is a positive and 

statistically significant influence of the amount of 

fund apportioned to crop and livestock on the 

growth of these two subsectors. However, the effect 

of fund on the output of fishery subsector is only 

significant at 10% and takes up to two years. The 

used of agricultural credit scheme fund and 

agricultural sector output suggests that this study is 

relevant to the current study. The major weakness of 

the research however is that while the scholars used 

time series data covering 1982 to 2013, this work is 

delimited to the period 1986 to 2021 which is more 

current. 

 

III. Method and Model Specification 
This paper employed the expost-facto design, the 

choice of this design was predicted on the fact the 

paper aims at assessing the relationship between 

variables using time series data, it is an after the 

action research where the variables or event has 

already taken place.  

Sources of Data: This paper used time series data 

on agricultural guarantee credit scheme fund and 

agricultural output in Nigeria spanning the period 

1999 to 2021. The choice of 1999 was based on the 

fact that the period marked the begging of 

democratic governance in Nigeria that came with a 

lot of macroeconomic economic reforms, while the 

choice of 2021 was based on the fact that it captures 

the economic recession and covid-19 pandemic. 

This period is more current and data for the 

variables can be obtain with ease.  Hence, the paper 

used annual time series data on agricultural 

guarantee credit scheme fund to disaggregated 

components of agriculture which include crop 

production, livestock production and fishery 

production respectively as explanatory variables of 

agricultural guarantee credit scheme fund (ACGSF) 

and agricultural sector output in Nigeria sourced 

from the publications of the Central Bank of Nigeria 

(CBN). 

Model Specification: The generic specification of 

the autoregressive distributed lag (ARDL) model 

showing both its short-run and long-run relationship 

is expressed as follows: 

0 1 t 1 2 t 1 3 1 t

1 1 1

X ......................(1)
p p p

t t i t i j i j t i t

i i i

Y Y X Z Y Z            

  

               

The ARDL model in equation 1 is that the current value of variables depends on its own lag value and the lag 

value of other explanatory variables. Hence, X, Y and Z are the explanatory variables that lead to changes in Y 

in addition to the lag value of Y itself. Based on the model above, the implicit form of the model specification 

showing the relationship between agricultural guarantee credit scheme fund and agricultural sector output is 

expressed as follows: 

( , , ).......................................................................................................(2)tASO f ACCP ACLP ACFP

 

 The model indicated that agricultural sector output (ASO) in the current period of time dependents on 

agriculture guarantee credit scheme fund to crop production (ACCP), agriculture guarantee credit scheme fund 

to livestock production (ACLP) and agriculture guarantee credit scheme fund to fishery production (ACFP) 

respectively. The model in equation 2 shows that agricultural sector output (ASO) in the current period is a 

function of agriculture guarantee credit scheme fund to crop production (ACCP), agriculture guarantee credit 

scheme fund to livestock production (ACLP) and agriculture guarantee credit scheme fund to fishery production 

(ACFP). This study adopted the ARDL estimation technique which was also used in the empirical studies of 

Nakazi and Nathan (2020), Zakaree et’al.,(2022). Consequently, the explicit form of the Autoregressive 

Distributed Lag (ADRL) regression method used is expressed as follows:  

0 1 t 1 2 t 1 3 1) 4 1

1 1 1 1

1 1 1 1

ln(AS ) ln( ) ln( ) ln( ln( )

ln( ) ln( ) ln( ) ln( ) ......(3)

t t

p p p p

i t j j j t

i i i i

O ASO ACCP ACLP ACFP

ASO ACCP ACLP ACFP

    

    

   

   

   

      

           
 

 However, the dynamic ARDL Error Correction Model (ARDL-ECM) form of equation 3 takes the 

following form: 
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0 1 t 1 2 t 1 3 1) 4 1

1 1 1 1

1 1 1 1
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ln(AS ) ln( ) ln( ) ln( ln( )

ln( ) ln( ) ln( ) ln( )

..............................................

t t

p p p p

i t j j j

i i i i

i t t

O ASO ACCP ACLP ACFP

ASO ACCP ACLP ACFP

ECM
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   

 

   

   

   



      

       



   

.............................................................................(4)

 

Where:  

ASP = Agricultural sector output 

ACCP = Agricultural credit to crop production 

ACLP = Agricultural credit to livestock production 

ACFP = Agricultural credit to fishery production 

t = Time period  

  

Model 4 shows both the short-run and 

long-run specification and the Error Correction 

Mechanism (ECM). The Error Correction Model 

denoted by ECMt−1 is a measure of the long-run 

equilibrium relationship between the variables, 

where λ is a parameter indicating the speed of 

adjustment or adjustment path from long-run to 

short-run equilibrium level whenever there is a 

shock in the model. Therefore, sign of the ECMt−1 

must be negative and significant to ensure 

convergence of the dynamics to the long-run 

equilibrium.  This estimation is carried out 

whenever a long-run relationship is established in 

the model. 

Apriori Expectation: The expectation of the sign 

and size of the relationship based on theoretical 

postulation in economic theory is that ACCP, 

ACLP and ACFP >0. This implies that the 

coefficient of ACCP, ACLP and ACFP are 

expected to be greater than zero. This means that 

based on what economic theory holds, the 

expectation is that these variables will have 

positive effect on agricultural sector out in Nigeria 

such that an increase in each will leads to an 

increase in Agricultural Sector Output (ASO) 

within the period all things being equal. 

 

IV. Results and Discussion 
 

Table 1: Results of Descriptive Statistics 

   Variable ACCP ACFP ACLP ASO 

 Mean  73.28261  3.028261  13.03913  5332.708 

 Median  69.70000  2.540000  14.00000  3903.760 

 Maximum  89.30000  8.490000  20.70000  14709.10 

 Minimum  60.10000  0.250000  6.100000  61.09000 

 Std. Dev.  11.49366  2.104136  4.613492  5004.120 

 Skewness  0.281247  0.756639  0.087054  0.588432 

 Kurtosis  3.408548  3.135205  2.686692  2.648878 

 Jarque-Bera  2.730405  2.512113  2.681964  3.194239 

 Probability  0.255329  0.330861  0.431287  0.333831 

 Sum  1685.500  69.65000  299.9000  122652.3 

 Sum Sq. Dev.  2906.293  97.40253  468.2548  5.518708 

 Observations  23  23  23  23 

Source: Author’s computation, 2023. E-views, 12.0 

  

The analysis of descriptive statistic in 

Table 1 revealed that ACCP had a mean of 

73.28261, ACFP had a mean of 3.028261, ACLP 

had a mean of 13.03913 and ASO had a mean 

value of 5332.708 respectively. This implies that 

agricultural credit guarantee scheme fund to crop 

production was found to be higher than the amount 

allocated to other components of agriculture. This 
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could be attributed to the fact the crop-sector 

covers a wide range of agricultural activities than 

other sub-sectors of agriculture. Also, it was 

revealed that agricultural output had a mean value 

of 5332.708 with a minimum and maximum values 

of 61.09000 and 14709.10 respectively. 

 

Table 2: Augmented Dickey Fuller (ADF) Unit Root Test 

Variable 
Coefficient at 

5% 

ADF Coefficient at 

5% 
p-value 

Order of 

Integration 

ASO -4.080543 -3.01236  0.0053 1(0) 

ACCP -6.358353 -3.01236 0 1(0) 

ACLP -4.408654 3.112363 0.0026 1(1) 

ACFP -4.859324 -3.01236  0.0010 1(0) 

Source: Author’s computation, 2023 E-views 12.0 

  

The findings from the ADF unit root test in Table 2 shows that all ASO, ACCP, and ACFP were found 

to be integrated at level,1(0), while ACLP on the other hand was integrated at first difference,1(1). Thus, since 

the mixture of 1(0) and 1(1) order of integration condition has been made, the ARDL regression was considered 

the most appropriate estimation technique.  

 

 

Source: Author’s computation, 2023 E-views 12.0 

 

The bounds cointegration in Table 3 

revealed that F-statistic has a value of 2.546318, 

while the lower and upper bounds coefficients at 

5% are 2.79 and 3.67 respectively. The null 

hypothesis tested is that there is cointegration. 

Therefore, since the F-statistic coefficient was 

found to be lower than the lower bound coefficient 

at the critical level, the conclusion is that there is 

no long-run relationship between agricultural credit 

guarantee scheme fund and agricultural output in 

Nigeria. This implies that if there is any shock in 

the model that leads to a disequilibrium, the 

variables will immediately converge or adjust itself 

back to equilibrium in the short-run. The 

implication of this also is that there is no need for 

the ARDL Error Correction Model (ECM). This 

agreed with the view of Kilishi (2017) who noted 

that if variables are found to be integrated at 1(1) 

and there is cointegration, the model can be 

estimated by ECM. 

 

 

 

 

 

 

 

 

 

 

Table 3: Bounds Cointegration Test 

    Test Statistic Value Signif. I(0) I(1) 

      Asymptotic: n=1000   

F-statistic  2.546318 10%   2.37 3.2 

K 3 5%   2.79 3.67 

    2.5%   3.15 4.08 

    1%   3.65 4.66 
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Table 4: Results of ARDL Estimation 

 
Source: Author’s computation, 2023 E-views 12.0 

  

The results of analysis in Table 4 revealed 

that agricultural credit guarantee scheme fund to 

crop production was 2084.54 and a p-value of 

0.8406 in the current period, but ACCP(-1) had a 

coefficient of 1672.176 and a p-value of 0.0000. 

This implies that Agricultural credit guarantee 

scheme fund in the previous period had significant 

positive effect on current value of agricultural 

sector output. Furthermore, it was found that 

ACLP(-1) had a coefficient of 472.1795 and p-

value of 0.0203 which implies p<0.05, and the 

study concluded that agricultural credit guarantee 

scheme fund to livestock production in the previous 

period had significant effect on current agricultural 

sector output.  

 Similarly, the results revealed that ACFP(-

1) had a coefficient of 4290.83 and p-value of 

0.0451, which shows that p<0.05;hence the 

conclusion that agricultural credit guarantee 

scheme fund to fishery production had significant 

positive effect on agricultural sector output in 

Nigeria. Moreso, the R square coefficient of 

0.754127 which shows the combine correlation of 

the explanatory variables and the independent 

variable implies that there is a significant positive 

relationship between the variable. The adjusted R 

Square coefficient of 0.730660 also indicated that 

73.07 percent of the variation in agricultural sector 

output in the current period was due to changes in 

agricultural credit guarantee scheme fund to crop, 

livestock and fishery production in Nigeria, while 

only 26.93 percent of the changes were attributed 

to other factors affecting agricultural sector output, 

rather than agricultural credit guarantee scheme 

fund. This implies that the model was found to be a 

good-fit of the relationship between agricultural 

credit guarantee scheme fund and agricultural 

sector output in Nigeria. 

Variable Coefficient Std. Error t-Statistic Prob.

ASO(-1) -1.984753 0.228578 -4.080543 0.0006

ASO(-2) 2.844823 0.168554 -3.080541 0.0353

ASO(-3) -1.171309 0.342471 -2.045683 0.1906

ACCP -2084.548 0.248578 -3.088654 0.8406

ACCP(-1) 1673.176 0.288586 -6.358353 0

ACCP(-2) 2071.974

0.324561 -4.564018 0.6754

ACLP -3201.881

0.234581 -3.12434 0.2356

ACLP(-1) 472.1795 0.22978 -4.408654 0.0003

ACLP(-2) 2067.372 0.423813 -4.859324 0.0031

ACFP -85.52573

0.302176 -4.324561 0.8657

ACFP(-1) 4290.833 0.23966 -4.859324 0.0451

ACFP(-2) 345.5255

0.348675 -3.85462 0.6578

ACFP(-3) 1923.216

0.245642 -2.987634 0.8769

ACFP(-4) 2613.582

0.632451 -4.765432 0.0034

C -39125.28 0.638283 0.49958 0.6231

R-squared 0.754127 Mean dependent var -0.005238

Adjusted R-squared 0.73066 S.D. dependent var 2.308507

S.E. of regression 1.581521 Akaike info criterion 3.845044

Sum squared resid 47.52299 Schwarz criterion 3.944523

Log likelihood -38.37297 Hannan-Quinn criter. 3.866634

F-statistic 23.61303 Durbin-Watson stat 1.924792

Prob(F-statistic) 0.000109
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Table 5: Diagnostic Test 

Statistic Test Coefficient p-value 

Breusch-Godfrey Serial Correlation 1.971299 0.2719 

Breusch-pagan-Godfrey Heteroscedasticity 0.973463 0.8786 

Ramsey RESET:  Model Specification     

t-Statistic   1.334143 0.3788 

F-Statistic   1.679411 0.3788 

Source: Author’s computation, 2023 E-views 12.0 

  

The analysis of serial correlation using the 

Breusch-Godfrey test statistic revealed a p-value of 

0.2719 which is greater than 0.05. The null 

hypothesis of no serial correlation was accepted 

and the conclusion is that the error terms were not 

serially correlated; hence the result was not 

spurious. Also, the Breusch-Pagan-Godfrey test 

revealed that p>0.05, and the null hypothesis was 

rejected and the conclusion is that the model was 

homoscedastic in nature. In order words, the 

variance was found to be constant. 

 Furthermore, the Ramsey RESET test is 

an econometric diagnostic test used to determine 

whether the model was correctly specified or there 

are specification errors in the model. The test also 

considered as the test of linearity because it 

measures a linear relationship between variables. 

The results of from the Table above revealed that 

the p-values for the t-statistic and F-statistic 

respectively were found to be greater than 0.05 

level of significance. This implies that the null 

hypothesis as accepted and the conclusion is that 

the model was correctly specified was accept.  
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Figure 1: Normality Test plot 

  

Normality test is a prerequisite condition 

for time series econometric analysis. The test is 

carried out to determine whether the distribution of 

the data is normal or not. The findings from the 

plot in figure 1 revealed a Jarque-Bera coefficient 

of 0.725358 with a probability value of 0.695810 

which is found to be greater than 0.05. Thus, since 

p>0.05, the null hypothesis is upheld and the 

conclusion is that the distribution of the data was 

found to be normal. 

 

V. Discussion of Findings 
 The aim of this paper is to examine the 

effect of agricultural credit guarantee scheme fund 

on agricultural sector output in Nigeria. The 

findings from reviewed literature showed that 
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ACGSF was set to make access to financial 

resources and services, especially loan facilities 

easy and accessible to local farmers. The findings 

from the descriptive analysis revealed that ACCP 

had a mean of 73.28261. Aliyu (2012) reported that 

that there is a positive and significant relationship 

between credit and agricultural output. The results 

further indicated that ACCP (-1) had p<0.05, which 

means that Agricultural credit guarantee scheme 

fund in the previous period had significant positive 

effect on current value of agricultural sector output. 

This is in agreement with the study of Ijariya, 

Abdulraheem, Ijariya and Abdullahi (2017) that 

reported that only the initial level of ACGSF loan 

influenced food crops output.  

 Similarly, it was found that ACLP had a 

mean of 13.03913 which is lower than ACCP. 

Also, the results showed that ACLP(-1) had  p-

value p<0.05, the null hypothesis was rejected  and 

the study concluded that agricultural credit 

guarantee scheme fund to livestock production in 

the previous period had significant effect on current 

agricultural sector output. Zakare et’al.,(2022) also 

found in their study that a percentage increase in 

ACGSF credit to poultry led to an increase in 

output of the livestock subsector by 11 percent and 

1 percent increase in ACGSF loans led to a 10 

percent increase in output of crop subsector. The 

authors found a positive and statistically significant 

impact of ACGSF on output of crop and livestock 

subsectors in Nigeria. It was found that ACGSF 

credit to cattle rearing led to an increase in output 

of livestock subsector by 29 per cent  

 The findings revealed that and ASO had a 

mean value of 4332.708, while ASO(-1) 

established that p<0.05, and the paper concluded 

that the previous value of agriculture output had 

significant positive effect on its current value. Orok 

and Ayim (2017) opine that agricultural credit has 

fundamental impact on the inputs that facilitate 

farming and other extensive agricultural practices 

that ultimately translate into increased output. More 

so, the results of analysis indicated that ACFP had 

a mean of 3.028261. Therefore, it was revealed that 

agricultural credit guarantee scheme fund to crop 

production was found to be higher than the amount 

allocated to other components of agriculture. The 

results revealed that ACFP(-1) had p-value of 

0.0451, which shows that p<0.05 and the null 

hypothesis was rejected and the conclusion that 

agricultural credit guarantee scheme fund to fishery 

production had significant positive effect on 

agricultural sector output in Nigeria. Omele 

et’al.,(2023) also found in their study that a unit 

increases in ACGSF credit to fisheries subsector 

will lead to 0.63% increase in GDP for fisheries. 

 The findings revealed that there is a 

significant improvement in the income of fishers 

who are Bank of Agriculture loan beneficiaries 

because loan was used to purchase fishing inputs 

such as gears and financing fishing operations and 

higher output. Jaabi and Esenmu (2014) also 

showed that credit is needed in order to enable 

farmers finance agricultural enterprise, acquire new 

machines that lead to increase in output and also 

meet the financial need of farmers during off farm 

seasons. The R square coefficient of 0.754127 

which shows the combine correlation of the 

explanatory variables and the independent variable 

implies that there is a significant positive 

relationship between the variable. The adjusted R 

Square revealed that 73.07 percent of the changes 

in agricultural sector output in the current period 

was caused by changes in agricultural credit 

guarantee scheme fund to crop, livestock and 

fishery production in Nigeria. Akerele, Ashaolu, 

Sanusi and Egbetade (2017) stated that there is a 

positive and statistically significant influence of the 

amount of fund apportioned to crop and livestock 

on the growth of these two subsectors. However, 

the effect of fund on the output of fishery subsector 

is only significant at 10% and takes up to two 

years. 

 

VI. Conclusion and Recommendations 
 The aim of this paper is to examine the 

effect of agricultural credit guarantee scheme fund 

on agricultural sector output in Nigeria. The review 

of conceptual literature indicated that the Federal 

Government introduced the scheme as a strategy 

for addressing the challenge of agricultural sector 

financing that limit output. Consequently, the 

empirical findings revealed that agricultural credit 

guarantee scheme fund had significant positive 

effect on agricultural output in Nigeria. However, it 

was found that the effect on crop production was 

more than the effect of the scheme on livestock and 

fishery production. Based on the findings, the study 

concluded that agricultural credit guarantee scheme 

fund has effect on agricultural sector output in 

Nigeria. Based on the findings of this study and the 

conclusion drawn, the following have been 

recommended: 

i. There is need for the Federal Government 

to increase its funding of agricultural credit 

guarantee scheme fund in its annual budget and 

access to the funds by farmer in order to increase 

agricultural output in Nigeria especially subsectors 

like livestock and fishery. 
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ii. The Federal Government should ensure 

that funds allocated for agricultural purposes are 

easily accessed by farmers and proper supervision 

and implementation is put in place to ensure proper 

use of allocated resources as well as loans 

allocated.  

iii. There is need for the introduction of a 

more detailed and computerized selection and 

disbursement policy for agricultural credit 

guarantee scheme fund to the targeted population to 

ensure that this credit gets to those who actually 

have the capacity to increase agricultural output in 

Nigeria.  
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