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Abstract

The study investigated the contribution of agrigtdt sector output to the growth of domestic ecopagmNigeria
for the period 1980-2014. Specifically, the stuckamined the causality between agricultural sectal @onomic
growth, as well as the impact of the sector ongtmvth of the Nigerian domestic economy. Cointdgratest,
Vector Error Correction Model (VECM) and Grangetusality test were utilized in the analysis. Theiafles
employed in the investigation include real grossndstic product (RGDP), value of agricultural outguO),

foreign private investment (FPI) and financial depenent (FD). A stationarity test was conductedtigh the
application of the Augmented Dickey-Fuller (ADFptbnarity test, and the result showed that all theables
except RGDP were non-stationary at level; howethes, variables such as VAO, FPI and FD became statjo
after first differencing. The cointegration resirticated long run equilibrium relationship amorng tvariables
under study. The VECM result on the other handw&bthat value of agricultural output (VAO) has itiwe and
insignificant contribution to real GDP. Thu$,is estimated on average that 1% increase irvahee of

agricultural sector output (VAO) would lead to 1.996rease in real GDRurthermore, the Pairwise
Granger causality result showed that significantsetity exist between the two variables, with céitysaunning
from agricultural output to RGDP. It therefore, iieg that agricultural sector output contributedsifieely and
insignificantly to the growth of Nigerian domesgconomy. Therefore, the study recommends that gowent
should increase its budgetary allocation on agucelin order to boost the growth performance & $ector.
Similarly, the study recommends that governmentukhstrengthen agricultural credit agencies to &nahem
monitor and ensure efficient disbursement of fumsbursed to farmers in the country. In that, dii@rsand
mismanagement of agricultural sector fund in Nigeviould be discouraged, and hence, agriculturgluduvould
improve.
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1. INTRODUCTION

Nigeria as a sovereign state is naturally endowitidl abundant resources, including both human anniah
resources (Olajide et al., 2012). The nation'suess should be fully developed in such a manregrithpossible
with the mineral deposits of the nation as a whaleich can only be harnessed by rational and eficutilization
of the natural resources. Thus, the importanceesburces in any given economy depends on the sulels
resources play in economic growth and developmédnthe nation. In developing economies like Nigeria,
agriculture constitutes backbone and critical Secfdhe economy, as the contributions of the geiwtdhe growth
and sustainable development of the country caneob\eremphasized. It contributes immensely to eedno
growth and development of the economy in variougswauch as creation of employment opportunitiestlie
country's workforce, provides food requirementha& conomy and industrial raw materials to indestrgenerates
foreign exchange earnings and revenue to the gmeary and as well eradicates extreme poverty ircthetry.
More so, Abayomi (1997) while explaining the neketween agriculture and economic growth revealat pbor
performance of economic growth in an economy esgfigciin the developing economies is due to slump
agricultural sector performance.

Agricultural sector in Nigeria has overtime becoareimportant sector of the economy. It has remathed
main sector of Nigerian economy despite the disgoweé oil in commercial quantities and its attendhoom since
1970s. For example, despite agricultural sectotemedpy government at the emergence of oil in 19#ds sector
remained the major employment segment of the ecgntmareby employing over 60% of the unemployed
workforce in country, reduces extreme poverty asidvall promotes economic growth of the economy-@kbro,
2011). In the same view, Oluwasanmi (1996) argueat efficient and strong agricultural sector stteegs
countries to provide for its fast growing populaticreate jobs for their workforce, eradicate aligopoverty, feed
industries with the required industrial raw matsriagenerates foreign exchange earnings and revémue
government. This means that agriculture is growthflactor, which has multiplier effect on socio-eomic and
industrial development of any economy due to itsious contributions to the growth of domestic eaogo
Similarly, Olukoya (2007), Okolo (2004) and Emek&(7) maintained that agriculture as the mostoaiitsector of
the Nigeria’s economy shield several benefits wiicbapable of facilitating economic growth and elepment of
the nation, just as the sector did in the pastdiesaThe sector’s contribution to total real grdemestic product
(RGDP) ranges from 30% to 42%, and has as wellgadjaver 65% of the country’s total workforce.



Agriculture in developing economies like Nigeria é®nceived as a prevailing economic activities or
occupation from which livelihood can be derivedtbg greater number of the population of the couginthony et
al., 1995). Hence, a business or an industry ensplloy knowledge of various sciences in the prodocdf food,
feed, fiber and fuel. The definition therefore,oguizes the fact that plants and animals were rallyi grown and
developed in an economy without human interferefg. with the evolvement of agriculture, human dques
increase food production for the growing populatisnerged. In that, people began to exploit the traf plants
and animals to produce the type and quantity ofl fmed other products that would meet needs of hypoanlation
in the society. According to Ernest (2014), adtime contributes to growth and development of aanemy in
four main ways, and these include product contidioytfactor contribution, market contribution, asliras foreign
exchange contribution. In Nigeria, the contributadrthe agricultural sector to the growth of thergstic economy
was relatively significant prior to early 1970sdamowever, as the oil sector emerges as the majmrieearner of
the economy, the agricultural sector’s contributiorthe growth of the economy declined from 60%hie earlier
1970s to 40%, 30% and less than 26% between 200@@@7 (CBN, 2007). Export crops like cocoa, catton
groundnut, rubber, palm oil and palm kernel thitiahy contributed up to 65% and 75% of the foreigxchange
earnings and which was the main source of revehtleeaovernment through export product, suddeelylided its
contribution to total RGDP due to agricultural secheglect, as oil sector emerged in the econonhe T
contribution of the sector to total real gross dstiteproduct in Nigeria declined from 48% in 19%0s20% and
19% between 1980 and 1985 (Ekundare, 1986). Théndemm the sector’'s performance to total RGDP was
attributed to high revenue receipt recorded from ghles of crude oil products during the era oboibm during
1970s to early 1980s, occasioned by the Middle wastof 1973.

Consequently, the shift from the people’s orieragdcultural sector to unpopular oil sector in Nigaesulted
to economic crisis such as food insecurity, imgt#pendence, inadequate supply of raw materialadosiries,
excessive borrowing, balance of payments defi@h mnemployment and inflation rates, among othlerarder to
correct this distortion and provide a favourableiemment for new investments, generate revenugot@rnment,
create employment opportunities to the country'skfayce and as well to promote the nation’s exp®stEcessive
governments embarked on infrastructural investnierll parts of the country; the most benefitedasrinclude
urban cities. Other aspect of the sector that grigwificantly as a result of the development wasghrvice sector,
and thereby making urban centres more attractikej@) 1999). The development in turn, influenceal ¢hergetic
youths who constituted the active labour forcehef tountry to abandon their popular agriculturaivies in the
rural areas for the cities with the aim to partgin the economic prosperous of the cities. Belsaviour in turn
resulted to cities’ congestions, pollution, higremployment, food shortage, high inflation, as veslicrimes in the
society. Although the emergence of crude oil in owrcial quantities and its attendant oil boom i7d9brought a
lot of changes in the Nigerian economy includingréase in total GDP, foreign export earnings, stftectural
development, government revenue, and a declingriowtural output level and its contribution teetrowth of the
domestic economy, it does not mean that the séetobeen displaced by the attractive oil sectohbstrecorded
low output due to neglect by government as oil @ebecame the major foreign exchange earner oétoaomy.
The negative effects of the low productivity of thector appeared to have led to economic crisisactexized by
food insecurity, inadequate supply of raw matet@lindustries, high unemployment and inflation, laveome
contribution to rural farmers and government intipafar, rural-urban drift, excessive borrowing,change rate
depreciation, import dependence, among others.

In order to correct these anomalies in the econoavwamp the agricultural sector to take its useatml stage
in economic activities of Nigeria, successive gomeents ever since the attainment of independence theed to
address the problems through enunciation of agumirelated policies and programmes. Some of thgrammes
as enunciated include the establishment of Commddirket Boards, National Accelerated Food Produrcti
Programme (NAFPP), Agricultural Development Praje@DPs), Operation Feed the Nation (OFN), RivesiBa
and Rural Development Authorities (RBRDA). Otherslude the Green Revolution Programme (GRP), Dirat¢
of Food, Roads and Rural Infrastructures (DFRRBtidbhal FADAMA phases | to lll, National Agricultar Land
and Development Authority (NALDA), President Yardda 7-point Agenda. Other measures adopted todsere
agricultural output in Nigeria were in terms of ditesschemes, which include the Nigerian Agricultu€a-operative
and Rural Development Bank (NACRDB), currentlyereéd to as Agricultural Bank of Nigeria (ABN), Rr
Banking Scheme established in 1977, etc (Ogunditaal., 2013). The entire credit schemes as sttede were
enunciated by government to enable agriculturaliteggencies disburse more agricultural funds tgetied farmers
with the primary objective being to ensure foodusig in the country. To achieve this objectivee tBentral Bank
of Nigeria (CBN) stipulated preferential lendindes for agricultural activities with the farmergaying the lower
interest rate (Enoma, 2010). More so, in the y&#42 Nigeria under the leadership of former Pregid@usegun
Obasanjo in collaboration with other leaders of &feécan countries enunciated New Partnership férican’s
Development (NEPAD), which the central objectivesw@a eradicate extreme poverty and hunger in Africa

Notwithstanding there are several studies bothdeveloping and developed countries, the literatme
agricultural sector performance and economic grawthligeria appears to be scanty. Hence, the perpbghis
study is to examine the significant contribution agricultural sector performance to the growth omestic
economy in Nigeria. Meanwhile, the study is orgadias follows; the first section is the introdusticecond
section deals with both the theoretical and theigoap literature review on agriculture and econorgrowth; third



section discusses the research methods employee istudy while the forth section focused on eroplrresults
and discussions and lastly, the fifth section ptesithe conclusion section of the study.

2. REVIEW OF RELATED LITERATURE

There have been several theoretical and empiriadies carried out to investigate the relationdyeépyveen
agriculture and economic growth both in develo@ng developed economies. This section therefomysla brief
review of the related studies.

Katircioglu (2006) investigated the significant agbnship between agricultural output and economic
development in North Cyprus by employing Johansedintegration test and the Granger causality testtlie
period of 1975-2002. The result showed that ougppotvth of agriculture has long run equilibrium tédaship with
economic growth in the economy. It also showed Hiatirectional causality exist between agricultwatput and
economic development in North Cyprus. The finditepandicated that agricultural sector has sigaificimpact on
economic development in the country. Nkamleu (209u@jlied the determinants of agricultural growthAfnican
agriculture for the period between 1970 and 200 Study employed Total Factor Productivity (TFPpraach to
estimate the determinants of growth in African agjture. The major finding of the study was thecdigery of the
easy way of quantifying the impact of output growtftonjunction with the contribution of variouguts materials
such as labour, tractor, land and fertilizer toi@gdtural growth in African agriculture. The resaltso showed that
factor accumulation rather than TFP account hasifgignt impact on the growth agricultural outpahd as well
discovered that fertilizer is the most physicalutpontributor to the growth of agriculture in theonomy.

More so, Hye (2009) studied the links between adfical output and industrial output in Pakistan by
applying autoregressive distributed lag model. Erogi finding of the study indicated that equililom long run
relationship exists between agricultural output amtlstrial output in the economy. The result fartshowed that
the output of agriculture has short period adjustinie long run equilibrium state when there is tenapy deviation
in the long run equilibrium relationship. ChebbD{®) examined the links between agricultural groesid other
growth sectors (manufacturing, transportation,ismnrand communication, commerce and services)dretonomy
of Tunisia using Granger causality test and cogrggon approach. The study found long run equilitor
relationship between economic growth and agricaltsector growth in Tunisia.

Oji-Okoro (2011) employed Granger causality techritp examine the contribution of agricultural se¢o
Nigeria’s economic development for the period 12808. The empirical result indicated that GDP atide
government agricultural expenditure have positimgpact on agricultural sector, as well as foreignedti
investment. The study also revealed that natioagings, government agricultural expenditure aneitpr direct
investment explained 81% variations in GDP. Tiffind Irz (2006) used Granger causality test andn¥amaco-
integration approach to investigate the causalityction of agricultural value added in 85 courgrigéhe finding of
the study showed that agricultural value addedewetbping economies was causal variable, whileawetbped
economies however, the causality direction wascledr within the period of the investigation. Sianiy, Umaru
and Zubairu (2012) investigated the contributiomgficulture and petroleum sectors to economic grawNigeria
for the period of 1960-2010, using the AugmenteckBy Fuller (ADF) unit root test and Chow breakpaéest. The
result showed that agriculture and petroleum ssdtave positive impact on economic growth; howetres,result
further indicated that agriculture has higher cbution to economic growth than the petroleum secto

Olajide et al. (2012) examined the causal relatignetween agriculture and economic growth in Naye
using ordinary least square (OLS) method for theodeof 1970-2010. The result indicated that grdesnestic
product (GDP) has positive causal relationship aghicultural sector output in Nigeria. SimilarMuhammad and
Atte (2006) investigated agricultural productionNigeria for the period of 1980-2005, using dedtve statistics
and regression analysis. The result indicated abetultural output growth grew at the average d®6, and that
the growth rate of the gross domestic product, fadjmn growth rate, as well as the consumer prickex were the
major fundamental factors that affect agricultypedduction in Nigeria. Chukwu and Uju (2013) invgated the
significant impact of agriculture, as well as otlariables on Nigeria's economic growth and devekamt within
the period of 1986 and 2011, using ADF unit rochtéque, ordinary least square (OLS) method anddyewest
approach. The empirical result indicated that adfical output has negative and significant impaat life
expectancy in Nigeria. More so, agricultural furgliwas found to have insignificant positive impaat the life
expectancy in the country. It was also discovered teal GDP and manufacturing output growth haositive
impact on life expectancy.

Bakare (2013) studied the relationship betweenaswuble agriculture and rural area's development in
Nigeria. Vector Auto Regression analytical techeiqlVAR) was utilized for the empirical study. Thesults
maintained that agriculture is the main dominantakde of economic growth in the economy. The stadigo
identified that food supply provides sufficient riehts at a lower cost accessible by the averategi of the
country.Sekumade (2009) examined the significant impagtedfoleum dependency on Nigeria's agriculturalerad
engagement for the period between 1970 and 200&niploying co-integration technique and error ottios
modeling (ECM) in the study. The estimation resahliswed that long run equilibrium relationship éxisong the
variables of the study. The result also indicatet significant positive relationship exists betwexd exports and
imports of agricultural products. This implies tleditsector output has negative relationship wighicultural export



product of crops in Nigerid&kiran et al. (2014) examined the significant intpafcagricultural export on economic
growth in Nigeria, using multivariate co-integratitest and its associated error correction tecknitpng run and
short-run dynamics of the research models respdygtivhe empirical findings revealed that agrictdfuexport,
agricultural output, net capital flow and world q@iof Nigeria's major agricultural commodities domg run
determinants of economic expansion in Nigeria. @t al. (2013) examined the impact of agriculexports on
the growth of Cameroon for the period of 1975 af8% by employing the model of Cobb Douglas proibuct
function. The results indicated that long run dfuilm relationship exists among the variables. Témult of the
VECM showed that agricultural exports have insigaifit impact on economic growth of Cameroon. Sirtyilahe
result also showed that the variables such aseafifid banana exports have significant positive anpa economic
growth in the country. However, the result alsa@digred that cocoa export has insignificant negativact on the
economic growth of the country. Sanjuan-Lopez agvEbn (2010) investigated agricultural exports Kbation
to the growth of domestic economy in developingntdas by employing panel co-integration approachrialyze
data set of forty two developing countries. Theulteshowed that agriculture exports have long rquailérium
relationship with economic growth.

Sunday et al. (2012) investigated the significaatsal relationship between agricultural producgtivand
other Nigeria's macroeconomic variables throughaghi@ication of co-integration approach and it®a&ged vector
error correction model. The empirical result demi@ied that short run and long run relationshipsiekietween
agricultural productivity and other major macroeonic variables. The result also demonstrated thdtiStrial
capacity utilization rate and exchange rate hawtipe impact on the output of agriculture. Lot®@{2) analyzed
the performance of agricultural sector in Niger&gng descriptive, as well as empirical analysiexamine the
season of the global economic meltdown. In the rij@see study, the indices of performance includagyicultural
export, agricultural sector performance share thlt&DP, index of agricultural production and impavere
employed to analyze the performance of the econoHsnce, the analysis showed that the indicators of
performance used in the analysis were downwardlingn It also showed that for the period of the tohalvn, the
performance of the indicators such as the agrimlitGDP and the agricultural export commoditiesorded
insignificant improvement. While the empirical ays utilized pool data of the first to fourth gteas for the
analysis, which is more analytical compared to dptee approach. The result showed that agricaltproduction
index (API), exchange rate (EXCR), inflation raidK) have significant impact on the export of agtiaral sector.
It further discovered that agricultural productiadex (API) has positive impact on the export afi@gtural sector.
Ahungwa et al. (2014) examined the pattern andifsignt contribution of agricultural sector to e@onic growth
(GDP) of Nigeria for the period between 1960 and20The results showed that agricultural total G2 a
downward trend, yet it has clear dominance oveeroiectors. Similarly, the results showed thatcadtire has a
positive relationship with GDP and contributes #figantly to growth of the economy. Onodugo et @013)
investigated the significant impact of non-oil ekgoon economic growth of Nigeria, using co-intdigna test,
conventional test for mean reversion, endogenoowtyrmodel (EGM) and augmented production func(idRF).
The result indicated that non-oil exports havegnigicant impact on economic growth of Nigeria. Adeji and
Sotubo (2013) also investigated non-oil exportdquerance to the growth of domestic economy for peeiod
between 1981 and 2010, using ordinary least sq(@teS). The result showed that non-oil exports have
insignificant contribution to the growth of domestéiconomy.

Uma et al. (2013) used Augmented Dickey-Fuller (ARRd Phillips-Perron (PP) unit root tests, Johanse
co-integration test and ordinary least square westigate the impact of agricultural sector on ggalss domestic
product (RGDP). The empirical study indicated ttiet contribution of fishing, livestock and crop guation have
insignificant impact on agricultural sector outpatNigeria. Aiyedogbon (2013) examined the sigmifit causal
relationship between agricultural productivity semdployment generation in Nigeria for the period 886-2011 by
employing Cochrane Orcult iterative method. The ieicgd results showed that government expenditure o
agriculture, government education expenditure med as human capital development, index of atuial
production and foreign direct investment on agtim@l have positive impact on current unemploymeith wnly
foreign direct investment on agriculture statidticaignificant. On the other hand, the impact ggvernment
expenditure on educational sector was shown tceefative, though statistically insignificant.

3. RESEARCH METHODS

Following the lead of Ahungwa et al. (2014) with difccation, the study utilized two econometric madk to
achieve empirical results. The first method invgetes the long run equilibrium relationship betwéen variables
of the study through the application of Johanse388) co-integration method. The second method exasnihe
long run relationship and short run dynamics betwagricultural sector performance and economic gnoly
employing Vector Error Correction Model (VECM), udithe third method employed the Granger causality
approach to examine the existence of significansabrelationship between agricultural performagiee economic
growth. Data for this study is obtained from then€al Bank of Nigeria (CBN) Statistical bulletin wérious issues.



3.1  Model Specification

The primary model expressing the relationship betwagricultural sector performance and Nigeriatgnemic
growth is shown below.

RGDP = f (VAO, FPI, FD) 1)
In linear function, it is specified thus:

LRGDR, = Bo + PiLVAOtL + B,LFPIt + BsLFDt + g 2)
Where

LRGDP is the log of Real Gross Domestic ProdudAO is the log of Value of Agricultural Sectorufput;
LFPI is the log of Foreign Private Investment; LEOhe log of Financial Developmerflsis the constant terna; is
the error term, t is the time period, whiig B., B3 are the parameters of the regression equation.

3.2  Source of Data

In order to investigate the relationship betweencagural sector performance and Nigeria's ecormgrowth, real
GDP was used as a proxy for economic growth andevaif agricultural output was used to represent the
agricultural sector performance. More so, foreigivgie investment (FPI) and financial developmefD) were
used to represent the value of foreign investment the ratio of broad money (M2) to gross domeptimduct
(GDP) in the economy. The data for the variableslue the study were obtained from the Central BainNigeria
(CBN) annual Statistical Bulletin ranging from 19@&02014.

3.3 Estimation Procedures
3.3.1 Unit Root Test

The first estimation procedure involves the testoofler of integration of the time series employedthe

investigation. According to Omoke (2010), sevettaldees have developed various methods of invegtigathe

order of integration of time series. The major ometude the Augmented Dickey-Fuller (ADF) and RpiPerron

(PP) unit root tests. The test of the Augmentedk®jeFuller relies on accepting alternative hypoibhesf

stationarity as against the null hypotheses of tatt (non-stationary). Each of the time seriesluisehe study was
tested with or without a deterministic trend (theTmodel of the Augmented Dickey-Fuller (ADF) tisspresented
as follows:

n
Ay = o’ +alyT+ 3 W+ a €)
n=
n
A = Op+ O1Yi1 + 2 OQAY; + &+ 4
Yt o+ O1Yi1 n=1Ay & +8 (4)
Where;

Y = time series, t = linear time trends3= first differencing operator such thaty;, ; - y; . Y1, 0, = constant term, n =
optimum number of lags in the development variald ¢ = random error term. The difference between eqoati
three (3) and four (4) is that the equation threstuides only drift, while equation four combinedtbdrift and

linear time trend.

3.3.2 Co-integration Test

This stage of the estimation procedure involveditivestigation of co-integration or otherwise toad run
equilibrium relationship among the series that hthee same order of integration through the appboabf the
Johansen co-integration approach. In the estimaifaime co-integration test, it should be recogditieat in the
long run, even if the series trended closely inglame showing that the series trended, the diaoi®pamong them
is constant. When the above conditions are salisfiethe estimation, it therefore implies that sexies defined
equilibrium long run relationship, as stationarytieé series is the difference between them (HaHehry, 1989).
However, if the co-integration test fails to indiedahat the variables under study do not have fomgequilibrium
relationship, it means that they could not arbityamove away from the each other (Dickey, 1991,
maximum likelihood approach developed by JohansehJaselius (1990) was used in the study to teghfolong
run equilibrium relationship. Thus, model of theintegration is illustrated as follows:

A
At = - In(1-A 5

race (r) =T n(1-iy (5)
Where

T represents the number of usable observationsteab®, srepresents the estimated eigenvalue from the matrix
However, the trace test (race) estimates the hypothesis, which statesdibtihct number of co-integrating vector
is less than q or equal to g in against to the eg#gnunrestricted alternatives g=r. Similarly, otjeg the null



hypothesis implies that the series contains urot emd should be differenced at least once forostatity to be
achieved.

3.3.3 Pairwise Granger Causality Test

The fourth step would be the test of significanusa relationship between agricultural sector peménce and
Nigeria's economic growth through the applicatibthe Pairwise Granger causality approach. Thenessef this
test is to explore the significant nature of theisaity relationship, as well as to determine whafhthe two
variables including the value of agricultural sectaitput (VAO) and real gross domestic product (FR3Dhat
granger causes the occurrence of the other in Migéhus, the model is specified as thus:

RGDR =0 +Y01RGDR.; + Y axVAO; + Y 03FPk+ Y asFDry + € (6)
VOA; = Bo+XBiRGDR.; +3PoVAO1 + Y PaFPhy+ Y BaFDey + €y (7)
Where

RGDR represents the Real Gross Domestic Product atrdypegiod (t), VAQis the Value of Agricultural sector
output at current period (t), RR$ the Foreign Private Investment at period (D), i§ the Financial Development, e
is the error termRejecting or accepting Hn equation 6 and 7 suggest that growth in the ecgndo or do not
granger causes growth of agricultural sector oufiougign private investment and financial develepmn However,
to reject or accept the null hypothesis, iRdicates that the variables do (do not) grangeises growth. Thus, the
test of causality relationship would avail the stube opportunity to explore the nature of relasioip existing
between the two variables, which could be; no dayseelationship, unidirectional relationship, Birection or
causality of feedback between agricultural secesfqgmance and economic growth in Nigeria.

4, EMPIRICAL RESULTS AND DISCUSSIONS
4.1  Unit Root Test Results

Table 1: Augmented Dickey Fuller (ADF) Unit Rootste
Trend and Intercept

Source: Researcher's compilation from E-view 7

Level 1st Difference
Variables ADF 5% Critical 10% ADF 5% 10% Remarks
Statistic Value Critical Statistic Critical Critical
Value Value Value
RGDP -12.94250 -3.557759 -3.212361 -39.69219 -3.562882 -3.215267 1(1)
VAO -0.927088 -3.557759 -3.212361 -3.943915 -3.562882 -3.BI52 1(1)
FPI -1.40805! -3.55775! -3.21236: -4.59094: -3.56288: -3.21526 1(1)
FD -2.242476 -3.557759 -3.212361 -5.532169 -3.582883.215267 1(1)

Table 2: Phillip Perron (PP) Unit Root Test
Trend and Intercept

Level 1st Difference
Variables PP Statistic 5% 10% PP 5% 10% Remarks
Critical Critical Statistic Critical Critical
Value Value Value Value
RGDF -8.48803: -3.55775! -3.21236. -34.8596! -3.56288; -3.21526 1(2)
VAO -0.927088 -3.557759 -3.212361 -3.811820 -3.8@28 -3.215267 1(1)
FPI -1.608746 -3.557759 -3.212361 -4.629462 -3.8828 -3.215267 1(1)
FD -2.25260( -3.55775! -3.21236. -6.61540: -3.56288: -3.21526 1(1)

Sour
ce: Researcher's compilation from E-view 7



The time series behaviour of each of the variableested through the applications of both the Auget:
Dickey-Fuller (ADF) unit root test and Philips-Pemr (PP) unit root test, mainly to find the statiotyaof the
individual variables employed in the investigatittence, the results of both the Augmented Dicke§eF{ADF)
test and Philips-Perron (PP) test are shown iratieve tables 1 and 2 in both at level and firdiedéince. In the
estimation, the results of the tests indicate tilhtvariable were not stationary at level. Howevidre results
provided strong evidence indicating that all thealzles became stationary at first difference atétb 10% critical
values. Therefore, the study rejects the hypoth#si®n-stationarity, and concludes that theraasianarity among
the variables. This means that the variables degjiated of the same order one 1(1). Thus, themeasd to proceed
with co-integration analysis in order to examine #xistence of long run equilibrium relationship camg the
variables under study.

4.2  Co-integration Test Results and Analysis
The results of the cointegration test are showthértables below.

Table 3: Unrestricted (-integration Rank Test (Trac

Unrestricted Co-integration Rank Test (Trace)

Hypothesize Trace 0.0t
No. of CE(s Eigenvalu Statistic Critical Value Prob.**
None * 0.659870 51.07934 47.85613 0.0241
At most ] 0.31107! 17.6480! 29.7970° 0.592:
At most 2 0.170136 6.096584 15.49471 0.6841
At most 3 0.010119 0.315291 3.841466 0.5744

Source: Researcher's compilation from E-view 7

Table 4: Unrestricted Co-integration Rank Test (Maxm Eigenvalue)

Unrestricted Co-integration Rank Test (Maximum Eiggue)

Hypothesize Max-Eiger 0.0t
No. of CE(s Eigenvalui Statistic Critical Value Prob.**
None * 0.659870 33.43129 27.58434 0.0079
At most ] 0.31107! 11.5514 21.1316: 0.592:
At most 2 0.170136 5.781293 14.26460 0.6415
At most : 0.01011! 0.31529: 3.84146! 0.574¢

Source: Researcher's compilation from E-view 7

The result of the co-integration test showed thatd is existence of long run equilibrium relatitipsamong
the variables. The results showed the trace statistl the maximum eigenvalue statistic as estichtite Johansen
co-integration test. In the estimation result of to-integration test, both the trace statistic #re maximum
eigenvalue statistic showed that long run equilitorirelationship exist among the variables at 5%cati value,
which implies that long run equilibrium (co-integira) relationship exist between agricultural segerformance
and economic growth in Nigeria within the periodlaninvestigation.



4.3  Vector Error Correction Model (VECM) Analysis
The estimation results below depict the test ofteieError Correction Model (VECM) as shown in tabl@

and 4.

Table 5: Vector Error Correction Model (VECM) test

Cointegrating Eq: CointEql
LRGDP(-1) 1.000000
LVAO(-1) -0.531016
(0.05065)
[-10.4836
LFPI(-1) 0.442733
(0.06562)
[6.74727]
LFD(-1) -0.312259
(0.05753)
[-5.42765]
C -9.781071
Error Correctior D(LRGDP; D(LVAO) D(LFPI) D(LFD)
CointEql -0.235412 0.276433 -0.453754 0.067038
(0.06787) (0.27007) (0.45211) (0.29929)
[-3.46842 [ 1.02357 [-1.00364 [ 0.22399
D(LRGDP(-1)) -0.021004 -0.027053 0.105600 0.0£198
(0.02524) (0.10045) (0.16815) (0.11131)
[-0.83206 [-0.26933 [ 0.62800 [0.37715
D(LVAO(-1)) 0.019018 0.373528 -0.052453 -0.210750
(0.05193 (0.20662 (0.34590 (0.22898
[ 0.36624 [1.80779 [-0.15164 [-0.92040
D(LFPI(-1)) -0.005204 0.038487 0.311055 0.025213
(0.03781) (0.15044) (0.25185) (0.16672)
[-0.13764 [ 0.25582 [ 1.23506 [ 0.15123]
D(LFD(-1)) -0.016886 0.252015 -0.213567 0.098106
(0.04840) (0.19260) (0.32243) (0.21344)
[-0.34884 [ 1.30847 [-0.66237 [ 0.45964
C 0.046183 0.131598 0.115557 0.064533
(0.01334 (0.05306 (0.08883 (0.05880
[ 3.46324 [2.48014 [ 1.30091 [1.09746
R-squared 0.478480 0.211969 0.093115 0.061089
Adj. R-square 0.374171 0.05436: -0.08826: -0.12669:

Researcher's compilation from E-view 7

Source:

The estimation results indicate the value of ECMbé0-0.235412, with its associated t-statisticdli@as -
3.46842. The negative value of the ECM implies ttie relationship among the variables met the aripri
expectation and as well satisfies stability requieaet. This claim is further supported by the tistatal value,
which indicates that the variables for the study statistically significant. The ECM result alscoeled that the



speed of adjustment between the short run dynamricsthe long run equilibrium relationship is 23.5.
theory, ECM shows length of period it would takectwrect temporary short run disequilibrium withire long run
equilibrium relationship among the variables unaefiew. The results also indicated that the valagricultural

sector output (VAO) has positive contribution te throwth of domestic economy (RGDP) in Nigeria. it is

estimated on average that 1% increase in the \alagricultural sector output would result to 1.8%rease in real
GDP. Similarly, the result showed that both thesfgn private investment (FPI) and the financialelegment (FD)
have insignificant impact on economic growth in Migeria’'s economy.

4.4  Pairwise Granger Causality Test Analysis
This test is applied to examine the causality betwagricultural output and economic growth in NigeHence, the
results of the results are shown below.

Table 6: Pairwise Granger Causality Test

Null Hypothesis Obs  F-Statistic Prob
LVAO does not Granger Cause LRGDP 32 54.2518 -08E
LRGDP does not Granger Cause LV 0.4231¢ 0.520¢

Source: Researcher's compilation from E-view 7

The use of Pairwise Granger causality approachhén determination or classification of variablesoint
independent and dependent variables is based odirdnetion of flow of influence of the variable dghe other
(Mccarville & Nnadozie, 1995). In the estimatiorsuét above, the result indicated that significaatigality runs
from the value of agricultural sector output (VA®@)real GDP. This implies that unidirectional reathip exists
between real GDP and VAO. A unidirectional caugdtietween the value of agricultural sector outpud seal
gross domestic product growth (RGDP) implies thatease in agricultural sector leads to increaseGDP in the
economy. The evidence of this claim is supportethieyp-value of 4.E-08 of the VAO — RGDP as indickin table
6 above. Hence, since 5% level of significancereatgr than the p-value, the study concludes tigaifieant
causality runs from VAO to real GDP in the Nigerzgonomy.

5. CONCLUSION

The study examines the significant contributioragficultural sector performance to the growth aiestic
economy in Nigeria for the period 1980-2012. Cajnétion test, vector error correction model (VECEHd
Pairwise Granger causality test were used in ttedyais. The variables used the study include redaP@s the
dependent variable while the independent variaétesvalue of agricultural sector output (VAO), figre private
investment (FPI) and financial development (FD)tAtionarity test was conducted through the apipdica of both
the Augmented Dickey-Fuller (ADF) test and Philiprfon (PP) test at 5% and 10% level significandee Tnit
root test results indicated that all the variallese not stationary at level, but become statioréarfyrst difference,
which implies that the variables are integratethefsame order at first difference 1(1).

The cointegration test showed evidence of longequilibrium relationship among the variables sitive
estimation result indicated at least one co-intéggeequation. Furthermore, the results of the areetror correction
model (VECM) indicated that the value of agricudtursector output (VAO) has positive and insignifica
contribution to the growth of Nigerian domestic Bomy. Thus, it is estimated on average that 1%e#se in the
value of agricultural sector output (VAO) would ¢teto 1.9% increase in real GDP of Nigeria. Simylathe result
showed that both the foreign private investmentlBRd the financial development (FD) have insigaifit impact
on economic growth in Nigeria.

Finally, the result of the Pairwise Granger caugaést indicated that unidirectional causalitystXietween
the value of agricultural sector output (VAO) aealrGDP in Nigeria. Specifically, the result shoviledt causality
runs from the value of agricultural sector outpdAQ) to real GDP, which implies agricultural outpgtanger
causes real GDP. Thus, in the literature howethervarious studies reviewed showed that agricalltsector has
positive contribution to the growth of domestic romy. Thus, the findings sustained the fact thatdhusality,
which run from agricultural sector output (VAO)éoonomic growth (RGDP) is a confirmation of thatribution
indicating that agricultural sector performanceually has positive contribution to economic grovithNigeria,
although statistical insignificant.

Based on the findings above, the study therefaemenends that government should improve its budgeta
allocation on agriculture in order to boost thewgto performance of the sector, as well as its doution to the
growth of the domestic economy. Similarigovernment is advised to avoid inconsistenciestsragricultural
policies and programmes; rather it should embraables consistent and sustainable agriculturalcpsi as that
would help to improve agricultural performance Ie tcountry. The study as well recommends that gonent
should strengthen agricultural credit agencies fideo to monitor and ensure efficient disbursemehtfumd



disbursed to farmers. In that, diversion and mismgeament of agricultural sector fund in Nigeria wbude
discouraged, and hence, improve agricultural outptite economy.
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