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ABSTRACT

The uniqueness of this research work lies in the decomposition analysis of the concerned problem, though many researches have been conducted in this area but only few had satisfactorily discussed the role of agriculture in poverty alleviation and national development. The paper explicitly observes the role of agriculture in reducing poverty vis-à-vis accelerating economic development. This paper provides further empirical evidence on the effectiveness of agricultural development opportunities in the rural area and their relative sensitivity to agricultural output expansion in Nigeria for the period 1976-2004. The procedure adopted in this study was based on the Ordinary Least Square (OLS) regression method and co-integration test, which is an improvement to the former. The results show that, all the agricultural development opportunities identified captured with different variables are all equally significant in enhancing the level of agricultural output in Nigeria within the period of investigation. It is also evident from our empirical findings that agricultural output has more statistical sensitivity on agricultural export and fertilizer distribution for the observed data. Thus for a better stabilization of the economy through increased agricultural production, the government should give proper attention to its implementation along with establishing agricultural fund scheme to serve marginalized rural farmers, enhanced supply of agricultural inputs and fertilizers, provision of rural infrastructure through integrated rural development scheme, domestic agricultural product protection policies and appropriate product pricing policies to enable farmers operate profitably.
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1.0 INTRODUCTION 

Agriculture is the predominant activity in most of the zones in Nigeria, percentage of persons working in agriculture ranges between 24.4 and 85.1 percent across zones in Nigeria. With respect to states, the activity ranges between 2.4 and 91.7 per cent, majority of states having over 50 percent, (CBN,2000).Increases in agricultural output brought about by increase in land and labour productivity, make food cheaper; benefit both rural and urban poor people who spend much of their income on food. Under the right conditions, increase in agricultural productivity causes the incomes of both small and large farmers to increase and generate employment opportunities. 

 The UN human Poverty Index in 1999, credited Nigeria with 41.6%, captured the phenomenon more succinctly as the figure placed the nation as amongst the 25 poorest nations in the world. As at 2004, the HPI (Human Poverty Index) value for Nigeria, 40.6, ranks 76th among 102 developing countries for which the index has been calculated. The FOS study indicates that the poverty level in the country has risen from over 40% of the population in 1992 to 65% in 1996. Poverty is a plague affecting people all over the world; and a symptom of underdevelopment. According to the World Bank (1996), poverty is hunger, and lack of shelter. Poverty is a state where an individual is not able to cater adequately for his or her basic needs; like food, cloth and shelter.

Poverty alleviation is an attempt to restructure the battered economy and reduce the widespread of destitution through government policy intervention in order to give power to the poor and improve their general standard of living. Poverty alleviation is a major issue on the policy agenda of government of many countries, most especially developing countries where the incidence is very high. It is widely acknowledged that the fight against poverty is necessary condition for sustainable long run growth. Several poverty alleviation programmes have been implemented in Nigeria, but they have yielded no meaningful result due to their arbitrary targets, shoddy execution and institutional weaknesses and deficiencies.

The foundation of these potential was laid by agricultural sector that effectively and efficiently played its traditional role. But in an economy like Nigeria, the agricultural sector had suffered setbacks attributed to widespread poverty and food insecurity. In the Nigerian economy and many developing countries, poverty is more pronounced in the rural sector where agriculture is practiced at subsistence level. Almost all rural dwellers depend on income from agricultural output for survival. About 70% of the total labour force is employed by the agricultural sector, therefore, agricultural transformation means a lot in  reducing poverty alleviation and aiding national growth.   Invariably, every increase in income or per capita agricultural output enhances the incomes of the poor and reduces the number of people living on less than US$1 a day in this area, leading to increase in capital formation. 
It is with this quest for recent empirical-econometric facts that motivated this study, poised with the aim of finding out how agricultural output can help to reduce, if not eliminate poverty and enhance developmental growth. It is equally aimed at providing policy information for the government. Time series data from 1976-2004 for the variables from the relevant data sources were gotten and the Ordinary Least Square (OLS) technique used to get the regression results.

The remaining part of the study is structured as follows: section II is the literature review, followed by the theoretical framework. The next is the methodology and analysis of data in Section IV. Conclusion is in the last section.  

2.0
A REVIEW OF THE DIMENSION OF POVERTY IN NIGERIA BETWEEN 1976 AND 2006 
“Human Poverty is more than income poverty; it is the denial of choices and opportunities for living a tolerable life” (World Bank, 1996).

The Poverty situation in Nigeria is quite disturbing. Both the quantitative and qualitative measurements attest to the growing incidence and depth of poverty in the country. This situation however, presents a paradox considering the vast human and physical resources that the country is endowed with. It is even more disturbing that despite the huge human and material resources that have been devoted to poverty reduction by successive governments, no noticeable success has been achieved in this direction (Foluso Okunmadewa et al, 2005). 
The Human Development Report (UNDP, 1999) reveals that Nigeria is one of the poorest among the poor countries of the world. Nigeria ranks 54th with respect to the human poverty index (HPI) - making it the 20th poorest country in the world. It is also ranked 30th in gender related development index (GDI) while occupying 40th position from below in its human development index (HD1). In line with the above, the quantitative poverty assessment by the Federal Office of Statistics (FOS, 1999), based on the analysis of a series of national consumer surveys over a 16 year period (1980-1996), shows that the incidence of poverty rose drastically between 1980 and 1985 on one hand and between 1992 and 1996 on the other, but decreased between 1985 and 1992. The 28.1 percent poverty incidence of 1980 translated to 17.7 million poor peo ple in the country, whereas there were 34.7 million poor people in 1985 with an incidence of poverty of 46.3 percent. Despite the drop in the poverty incidence in 1992 to 42.7 percent, the population of the poor was 39.2 million, about 5 million more than 1985 figures. By 1996, 67.1 million people were in poverty with an incidence of poverty of 65.5 percent. The bitter reality of the Nigerian poverty situation according to NISER (2003) is that more than 40 percent of Nigerians live in conditions of extreme poverty, spending less than N320 per capita per month. 
This expenditure would barely provide a quarter of the nutritional requirements for healthy living. As revealed by the survey, rural poverty increased by 22-percentage point in the period 1980-1985. Although this decreased slightly between 1985 and 1992, it soared in the following four-year period 1992-1996. However, the percentage of the rural poor increased from 28.3% in 1980 to 69.8% in 1996 (FOS, 1999). Timmer (1994) noted from his study that there existed a direct link between agricultural development, food availability, caloric intake by the poor and reduction in poverty. According to him , the essential first step in breaking the cycle of poverty is to increase agricultural productivity. In line with the importance of agriculture, Ogunfiditimi (1996) stress that up till the late 1950, agriculture contributed over 60 percent of total GDP. He also argued that even though its percentage contribution has fallen drastically in recent years due to oil boom and the growth of the industrial sector, the agricultural sector still provides employment for over 70 percent of Nigerians through farming and agro-allied industries within the country. Corroborating with the above assertion, Abayomi (1997) observed that in most developing countries, agriculture is both the main traditional pursuit and the key to sustained growth of the modern economy. He further states that economic growth has gone hand in hand with agricultural progress, as rising agricultural productivity has aided industrialization. According to Ihimodu (2007) agriculture contributes at least 40 percent of the nation’s GDP and more than 60 percent of the employment. In fact the devastating level of poverty in the country may be attributed to low status of agriculture.
2.1
AGRICULTURE AND NATIONAL DEVELOPMENT
Agriculture still remains the mainstay of Nigeria’s economy. It may not be an over statement to assert the significant contributions agriculture have made to the national economy. The importance of agriculture is clearly seen in the New Agricultural Policy of 2004, which seeks to attain self-sustaining growth in all the sub-sectors and the transformation of the socio-economic development of the nation. The policy also recognized agriculture as a vital sector that could achieve the poverty reduction goals of the government. Agriculture provides food security and farm products for domestic consumption and raw materials for local industries and international markets. Increasing production above subsistence levels facilitate the growth of the non- farm economy. By stimulating growth of industries and widening employment opportunities, agriculture provides increased income outlets for various segments of the population. And increase in income leads to capital formation leading to the growth of non farm sector. It contributes to foreign exchange earnings through export of farm produce which accelerate the development of other sectors of the economy and ensure favorable balance of payment and trade. The industrial expansion which is a bye- product of capital formation acts as catalyst for establishing more industries and accelerating jobs for the population in both agricultural and non agricultural sectors. This scenario encourages the establishment of allied industries such as banks, insurance and service sectors. On the whole, all these will have a multiplier effect in terms of achieving greater integration and linkages in the various sectors of the economy. Invariably, it will lead to further employment and income generation opportunities for the masses, thereby reducing the extent of poverty and enhancing living standards of the citizens. 
The new agricultural policy is aimed at achieving the following broad objectives:

· Attainment of food security in basic food commodities.
· Increase in production of agricultural raw materials to meet the growth of an expanding industrial sector, increase in production and processing of exportable commodities to increase their foreign exchange capacity and further diversify the country’s export base and sources of foreign exchange.

· Modernization of agricultural production, processing, storage and distribution through the infusion of improved technologies and management so that agriculture can be more responsive to the demands of other sectors of the Nigerian economy.

· Creation of more agricultural and rural employment opportunities to increase the income of farmers and rural dwellers and to absorb productively an increasing labour force in the nation.

· Protection and improvement of agricultural land resources and preservation of the environment for sustainable agricultural production.

· The release of Nigeria’s National Economic Empowerment and Development Strategy (NEEDS) provides an ideal platform for the international community to support Nigeria’s efforts to revitalize agriculture as an engine for reducing poverty and employment creation.

3.0   THEORETICAL FRAMEWORK
This study has its theoretical backing from the Jorgenson’s neoclassical model of a dual economy which sees the agricultural sector characterized by constant returns to scale with all factors variable (except the supply of land that is fixed) as given by Cobb-Douglas production function:

Y = ℓαt  Lβ P1-β
Where Y represent agricultural output, ℓαt is technical change which takes place at a constant rate (α) in the time (t), L is fixed quantity of land available in the economy, β is the share of landlords in the product which takes the form of rent, P is total population in this sector, and 1-β  is the share of labour in product paid.

4.0   METHODOLOGY AND ANALYSIS OF DATA

4.1   Model Specification 

In enhancing agricultural productivity enough to engulf rural poverty and create appropriate positive externalities for the industrial sector, increasing opportunities for technical progress is the required and sufficient condition The study formulates this model:.

Y = f (AGREXD, AGRXP, CBAC, FETDIST)

Where Y represents Agricultural output


AGREXD represents Agricultural Capital Expenditure


AGRXP represents Agricultural exports


 CBAC represents Commercial Bank Agricultural Credit


FETDIST represents Fertilizer distribution

In linear form;

Y = (0 + (1AGREXD + (2AGRXP + (3 CBAC +(4 FETDIST + U0       

 Where the coefficients of (1, (2, (3, (4  ( 0
Y = (0 + (1AGREXD + (2AGRXP + (3 CBAC +(4 FETDIST

The model specified is interested in testing the intensity of chosen opportunities on agricultural output expansion, since opportunity enhancement has been identified as the most efficient means to overall economic development. Then, there is need to determine what opportunity combinations have greater effects on agricultural output expansion, in order to generate appropriate living standard in developing nations like Nigeria.

The apriori expectations are that: (Y / (AGREXD ( 0,  (Y / (CBAC ( 0, (Y / (FETDIST ( 0 and       (Y / (AGRXP ( 0

Moreover, as a result of the inconsistencies of the ordinary least square method of data estimation; the co-integration and error correction technique shall also be employed for the purpose of this study. This is an improvement over the OLS technique.

Before any sensible regression analysis of equation model can be made, it is essential to identify the order of integration of each time series provided that the variable can be transformed into a stationary variable through differencing, concerning the dynamic agricultural output model in equation above which is rewritten below.

Y = (0 + (1AGREXD + (2AGRXP + (3 CBAC +(4 FETDIST

The differenced model can be written as:

 DY = (0 + (1DAGREXD + (2DAGRXP + (3DCBAC +(4DFETDIST

4.1.1
Result Using Ordinary Least Square
The purpose of the estimation is to establish a linear relationship between the dependent variable (regressant) and the explanatory variables (regressors) in order to determine if variations in explanatory variables actual result in expected changes in the dependent variable and as well estimate the magnitude and direction of such changes. The result of the ordinary least square technique is presented in the equation below:

Y = -22551 - 0.355AGREXD + 14.789AGRXP + 1.249CBAC + 17.859FETDIST

       (-5.51)         (-2.83)            (12.90)                 (14.86)            (7.06)

R2 = 0.980;  R2 = 0.977; F(4, 30)  = 372.7; D.W = 2.22

The estimated result shows that there is an indirect relationship between agricultural capital expenditure and agricultural output. The implication is that holding other variables constant, a unit increase in AGREXD will result in a decrease in agricultural output by 0.355. This is non-consistent with economic a priori expectations. It also revealed that there is a direct relationship between commercial bank agricultural credit and agricultural output. Implication of this result is that holding other variables constant, a unit increase in CBAC will increase agricultural output by 1.249. There is also a direct relationship between agricultural export and agriculture output, this implies that holding other variable constant, a unit increase in AGRXP will increase agricultural output by 14.789. And there is a direct relationship between fertilizer distribution and agricultural output, it implies the, holding other variables constant, a unit increase in FETDIST will increase agricultural output by 17.859.

All the variables conform to apriori economic specifications except agricultural capital expenditure, the likely reasons for the result is presented in the findings. 

4.2 Results Using Co-integration Test
TABLE 4.1 STATIONARY TESTS AT LEVELS

	VARIABLES
	ADF
	ORDER

	AGREXD
	-2.331901
	I(0)

	AGRXP
	-1.149697
	I(0)

	CBAC
	0.205557
	I(0)

	FETDIST
	-1.887387
	I(0)

	Y
	0.632497
	I(0)


TABLE 4.2 STATIONARY TESTS AT FIRST DIFFERENCE

	VARIABLES
	ADF
	ORDER OF INTEGRATION

	AGREXD
	-7.443584*
	I(1)

	AGRXP
	-4.976191*
	I(1)

	CBAC
	-3.246051*
	I(1)

	FETDIST
	-5.147506*
	I(1)

	Y
	-3.851374*
	I(1)


ADF means Augmented Dickey Fuller 


* Significance at 5% level

Decision Rule:

If ADFs > critical value – stationary

If ADFs < critical value – Non stationary

At levels, all variables are not stationary; at the first level differencing all variables became stationary at 5% and 10% levels.

A linear combination of the variables is attempted (since the order of integration is the same) in order to obtain the residuals. If the residual is stationary at levels, it implies that the variables are co-integrated and there exists a long-run equilibrium relationship or convergence of the variables.

The result of the stationarity of the residual is given below:

TABLE 4.3 RESIDUAL STATIONARY TEST

	VARIABLE 
	ADF
	ORDER OF INTEGRATION

	ECM
	-4.436159
	I(0)


DECISION RULE:
H0: There is no co-integration

H1: There is co-integration

The stationarity of the residual implies co-integration of the variables; this indicates that there is a long-run equilibrium relationship between the variables. The null hypothesis is therefore rejected and concludes that variables are co-integrated at 5% and 10% levels.

The over-parameterized error correction model was carried out to see the effect of present and past values of the independent variables on the dependent value and from there the parsimonious error correction model was obtained.

4.3
APPRAISAL OF RESULTS

In appraising the estimated results, the study assessed how well the variations in the explanatory variables explain changes in the dependent variable. In doing this, we will employ the coefficient of multiple determination (R2) and the adjusted coefficient of multiple determination (R2).

Therefore from the estimated result for the agricultural output equation, we can see that the value of the coefficient of determination is 0.665. Hence, the regression line gives a high goodness of fit of the observed data. More so, the adjusted coefficient of multiple determination (R-2) is 0.497 as such, the regression line captures about 49.7% of total changes in the agricultural output explained by variation in the independent variables.

ECM became significant at 5% and 10%, AGREXD became significant at 5% and 10%, AGRXP became significant at 5% and 10%, CBAC became significant at 5% and 10% and FETDIST became significance at 5% and 10%; all these occurred after passing through the stationarity test. Using the formula standard error being less than half of the coefficient, the standard error values of Agricultural capital expenditure (AGREXD), agricultural exports (AGRXP), commercial banks agricultural credit (CBAC) and fertilizer distribution (FETDIST) were found to be less than half of their coefficients. Given this result we reject the null hypotheses and accept the likely alternatives that there exist a significant relationship between these variables and agricultural output.
 4.4
FINDINGS

The result from the test of the hypothesis shows that all variables were important determinant of agricultural output in Nigeria within the period under investigation, that is, all the variables put together were significant in determining variations in the dependent variable. 

From the result, it was found that agricultural output is more sensitive to changes in agricultural export, that is, the knowledge of the fact that there is an already external market for agricultural products enhances its production; enhancing opportunities for cross border sale of agricultural products through creation of good road network, efficient transport system and creating storage facilities that could preserve products in anticipation of demand and establishing flexible sale policies and efficient pricing techniques, all will combine to enhance the level of agricultural productivity.  Also the fertilizer distribution induced variation on agricultural output is high while variation exerted by commercial bank agricultural credit is minimal.

The government capital expenditure on agriculture did not conform to a priori sign specification, positive sign was expected but the regression result indicates a negative sign for the observed data; the constraint factors that could be responsible for this include:

 This implies that as the budgetary capital allocation to agriculture increases, less is been felt by the sector. This can be attributed to the following:

· Embezzlement by the public officer holders, in most cases, such budgetary allocations are grossly embezzled by the politicians or those entrusted with such responsibility.
· In most cases, the primary intention of government determines the direction of the sector allocation, instead of addressing poverty; the targets were mainly to score cheap political point. Government spends huge money in procuring capital facilities and infrastructures but their distribution are usually based on political patronage with beneficiaries being members of the ruling party at the expense of the actual farmers.
· Inefficient agricultural development planning, controlling, monitoring and coordination, lack of political will and rapid changes in government, which had made good policies to be abandoned by successors in order to create impression of working  for the masses.
5.0 RECOMMENDATIONS AND CONCLUSION
5.1
RECOMMENDATIONS

Having investigated empirically the effectiveness of agricultural induced poverty reduction opportunities in the agricultural output expansion of the Nigerian economic development; it will be necessary to offer the following recommendations based on the empirical findings:
· Establishment of agricultural fund to finance and facilitate medium scale agricultural production. Credit should be granted to farmers who are ready and willing to embark on medium scale farming to enhance employment, production for local consumption and for export, leading to increase in income and capital formation among the farmers. The essence of the Fund is to address the most basic constraints facing agriculture, which is funding; and the disbursement of such funds should be through banks, which would do normal credit appraisal and rating. In fact government should reinvigorate the 10 percent bank’s profit for loans to small and medium scale entrepreneurs’ arrangement and extend the same to serious farmers.
· Harmonization of agricultural research institutions, it is widely accepted that research and technology are the vehicles on which agricultural development move forward. A thorough analysis of the objectives, roles and activities of each institute should be made with a view to streamlining their operations for better and effective performance. The focus of the institutions should be to enhance yield in agricultural production through continuous research that would bring in new and hybrid seedlings, more innovative techniques, etc. Also, there is the need to commercialize research findings, government should set up research grants to assist research institutes which execute research projects especially in agriculture. The results can thereafter be sold to venture capitalists, commercial enterprises, or even purchased by the government itself. This would go a long way in encouraging researchers to embark on commercially viable studies in agriculture. 

· To sustain the pace of agricultural output, government needs to review, its incentives to banks in granting credit to farmers. The focus of the conventional financial institutions should be on enhancing large-scale farming. A package of incentives such as reducing the tax rate should therefore be worked out for both the financial institutions and the farmers. The incentive to the financial institutions goes beyond agricultural insurance and guarantee schemes and sectoral allocation. It must include concrete policies on taxation, interest rate, liquidity and security of funds. The farmer ought to enjoy interest moratorium, advisory services, tax exemption price incentives and other forms of protection. 

· Government should see to the development of rural infrastructures, which will encourage more people, especially the youths to remain in the rural communities and engage in agriculture. This will in turn increase agricultural productivity. It would improve the level of retention of skills in the rural areas, and stem the preponderant rural-urban drift. Further, this will reduce the cost of production; encourage use of semi-mechanized system of production etc. It will also help enhance the development of small-scale industries engaged in agricultural and food processing. This scenario will go beyond meeting the immediate food scarcity to better employment generation, sound income and capital formation, leading to national development.
· The procurement of fertilizers and other farm in-puts should be supplied to registered farmers through the banks to ensure that these in-puts get to the real beneficiaries and to realize the agricultural goals of food security in Nigeria.
5.2
CONCLUSION 

There is an African saying "that once the problem of food is addressed in the life of a poor fellow, the poverty level has been substantially solved.'' The researchers hold the view that there is a direct relationship between the level of poverty in Nigeria and the development of agriculture. This goes without saying that any policy thrust that addresses poverty, would inevitably focus on agriculture, by increasing rural opportunities that could generate agricultural-induced development. Hence, the development of agriculture is antidote poverty reduction.  

The focus of policies recommended is to favour mass upliftment of the rural poor without discouraging the big time farmers. The researchers have come to realize that the promotion of agriculture at the grassroots would inevitably accelerate the development of cottage industries, and therefore provide the much required linkages to industrialization, having taken for granted availability of food sufficient for local consumption. Conclusively, this paper have been able to point out that the agricultural sector contributes meaningfully to national development via poverty alleviation and food security which have a multiplier effect on human capital development, because it is often said that a ‘hungry man is an angry man’.
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