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Abstract 

This study examines the relationship between agricultural financing and employment generation 

in Nigeria from 2019 to 2024 using time-series data from the Central Bank of Nigeria and World 

Bank. Employing Autoregressive Distributed Lag (ARDL) cointegration techniques, we analyze 

how government funding, commercial bank loans, and microfinance institution disbursements 

impact agricultural output and unemployment rates. Results indicate a significant long-term 

inverse relationship between agricultural financing and unemployment, with a 1% increase in 

financing associated with a 0.18% unemployment reduction. Agricultural output similarly showed 

a strong negative relationship with unemployment (-0.32%). The study identifies persistent 

barriers including digital infrastructure gaps, climate vulnerabilities, and data limitations. 

Recommendations include implementing digital value chain finance solutions, expanding credit 

guarantee schemes, and integrating climate resilience into agricultural finance policies to unlock 

the sector’s employment potential. 

Keywords: Agricultural finance, employment generation, Nigeria, ARDL, digital finance, 

smallholder farmers 

1.0 INTRODUCTION  
Unemployment remains a critical socioeconomic challenge in 

Nigeria despite the agricultural sector contributing 22.3% to 

GDP and employing 36.8% of the labor force .(Kareem et 

al.,2020) The unemployment rate increased from 23.1% in 

2018 to 33.3% in 2020 before improving marginally to 4.1% 

in late 2024  (ILO. 2024, Federal Reserve Bank, 2024)). This 

paradox of persistent unemployment amid agricultural 

potential underscores structural deficiencies in financing 

mechanisms.( Muai and Karagai, 2024) Approximately 70% 

of Nigeria’s agricultural workforce comprises smallholder 

farmers who face significant financing constraints due to 

limited collateral, high transaction costs, and inadequate 

digital infrastructure (Aliero et al.,2012). 

Agricultural financing encompasses “financial services 

flowing to or through any point in a value chain” , including 

loans, insurance, and digital payment systems. Evidence 

suggests that targeted financing can stimulate productivity and 

employment through multiple channels: enabling input 

procurement, facilitating technology adoption, supporting 

agribusiness development, and building climate resilience . 

Nevertheless, Nigeria’s agricultural financing gap exceeds 

$10 billion annually, severely limiting the sector’s 

employment generation potential  (Yakubu and Abdulrahman, 

2020). 

The need  to adopt  the use of digital and ICT technologies for 

seamless agribusiness transactions cannot be overemphasized  

Digital agriculture involves the use of digital tools and 

platforms to collect, analyze, and share agricultural data. This 

includes mobile apps, satellite imagery, and digital 

marketplaces. Digital agriculture leverages data-driven 

insights to optimize farming ICT encompasses technologies 

used to communicate, store, and process information. In 

agriculture, ICT includes mobile phones, internet platforms, 

and geographic information systems (GIS). ICT has become a 

powerful tool for bridging information gaps and connecting 

farmers to markets, services, and knowledge resources.(Aker, 

et al 2011) 

ICT facilitates the dissemination of agricultural knowledge 

and connects farmers to markets and services practices, 

improve decision-making, and enhance market access for 

farmers.(Spore Magazine, 2019)  

Digital tools empower farmers with real-time information on 

weather, market prices, and best practices. not seeing more 

youth on the farm, but more youth at the top of the value 

chain pyramid where digital agriculture creates multiple entry 
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points for young people looking to get involved in 

agribusiness (Spore Magazine, 2020) 

The use of digital  and  ICT technologies in Agribusiness 

transactions can help create jobs , thus helping to reduce 

unemployment  

The digital revolution has transformed global business 

operations, creating both opportunities and challenges for 

Small and Medium Enterprises (SMEs). While large 

corporations have rapidly adopted advanced digital 

technologies, SMEs often struggle to keep pace due to 

resource constraints and structural limitations (OECD, 2021). 

This study addresses three research questions: 

1. What is the impact of agricultural financing on 

employment in Nigeria? 

2. Is there a long-term relationship between 

agricultural financing and employment? 

3. How does agricultural output mediate the finance-

employment relationship? 

 

2.0 MATERIALS AND METHODS  
Data Collection and Variables 

Timeframe: 2019-2024 (quarterly data) 

Data Sources: 

- Central Bank of Nigeria (CBN): Agricultural Credit 

Guarantee Scheme disbursements, commercial bank 

loans to agriculture 

- World Development Indicators: Agricultural output 

(value added), national unemployment rate 

- National Bureau of Statistics: Labor force surveys, 

agricultural employment statistics 

- Key Variables: 

- Dependent: Unemployment rate (UNEMP) 

- Independent:  

- Total Agricultural Financing (TAF): Government 

expenditure + bank credit + MFI loans (adjusted for 

inflation) 

- Agricultural Output (AGOUT): Value-added in 

constant USD 

- Control: Inflation rate, rainfall variability (climate 

factor) 

Analytical Approach 

The Autoregressive Distributed Lag (ARDL) bounds testing 

approach was employed due to its robustness with mixed-

order integration variables. The model specification: 

ΔUNEMPₜ = α₀ + ΣβᵢΔUNEMPₜ₋ᵢ + ΣγⱼΔTAFₜ₋ⱼ + 

ΣδₖΔAGOUTₜ₋ₖ + λ₁ECMₜ₋₁ + εₜ 

Diagnostic tests included: 

- Unit root tests (Augmented Dickey-Fuller, Phillips-

Perron) 

- Cointegration (ARDL bounds test) 

- Error Correction Model for short-run dynamics 

- Sensitivity analyses for structural breaks (COVID-19, 

policy changes) 

 

Table 1: Variable Description and Sources 

| Variable| Description                                                  | 

Source.        | Unit| 

| UNEMP| National unemployment rate                         | NBS.              

| % | 

| TAF.        | Total agricultural financing (real terms)     | CBN.              

| Billion ₦ | 

|AGOUT.   | Agricultural value-added.                      | World 

Bank | Constant USD | 

| RAINFAL | Annual precipitation deviation                 | 

NOAA .         | mm | 

3.0 RESULTS AND DISCUSSION  
1. Long-term Relationships:  

- A 1% increase in real agricultural financing reduced 

unemployment by 0.18% (p<0.05), confirming 

financing stimulates agricultural employment through 

farm expansion and agribusiness development . 

- Agricultural output showed a stronger negative 

relationship (-0.32%, p<0.01), highlighting 

productivity’s central role in job creation.(Aleiro et 

al.,2012) 

- The error correction term (-0.45, p<0.01) indicated 

rapid adjustment to long-run equilibrium. 

2. Short-term Dynamics:  

- Financing impacts manifested with 3-4 quarter lags due 

to agricultural production cycles and implementation 

delays.( Muia and Karugai,2024) 

- COVID-19 disruptions (2020-2021) temporarily 

decoupled financing from employment as lockdowns 

restricted market access despite increased 

funding.(Adejobi and Olaore, 2020) 

3. Barriers Analysis: 

- Digital Infrastructure: Only 42% of rural farming 

communities had reliable mobile connectivity, limiting 

digital finance adoption . 

- Climate Vulnerability: 63% yield variability in key 

staples correlated with rainfall anomalies, undermining 

financing efficacy. 

- Informality: 58% of agricultural workers remained in 

informal employment without financial service access . 

Comparative Context 

Nigeria’s agricultural employment challenges mirror global 

trends where low-income countries exhibit 20.5% jobs gaps 

versus 8.2% in high-income economies . The predominance of 

smallholder farming creates distinctive barriers:( CGAP, 

2023) 

- Collateral Requirements: 78% of smallholders lack 

formal land titles for loan collateral 

- Product Design Mismatch: Only 15% of financial 

products addressed seasonal cash flow needs(World 

Bank, 2024; ) 

- Gender Gaps: Female farmers received <20% of formal 

agricultural credit despite constituting 50% of the 

workforce(NBS, 2024) 
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Table 2: Agricultural Financing and Employment 

Indicators (2019-2024) 

| Year| TAF (₦B)| AGOUT Growth (%) | UNEMP (%) | 

Agricultural Jobs Created (000s) | 

| 2019| 1,450    | 2.1                              | 23.1               | 125 | 

| 2020| 1,680    | -1.8                             | 33.3.              | -340 | 

| 2021| 2,100    | 3.2.                             | 32.5.              | 180 | 

| 2022| 2,850    | 4.1                              | 31.8                | 420 | 

| 2023 | 3,200   | 3.7.                             | 4.3*                | 385 | 

| 2024 | 3,750 | 4.5                                | 4.1                   | 410 | 

Methodology change in unemployment calculation 

COVID-19 Impacts 

The pandemic exposed systemic fragilities in agricultural 

value chains: 

- Market disruptions reduced output absorption by 32% 

despite stable financing in 2020 

- 61% of farmers couldn’t access digital finance 

alternatives due to connectivity gaps  

- Emergency funding reached only 28% of target 

beneficiaries due to logistical constraints((NBS, 2024) 

 

4.0 CONCLUSION AND 

RECOMMENDATIONS  
Conclusion 

This study establishes robust empirical evidence that 

agricultural financing significantly reduces unemployment in 

Nigeria over the long term, primarily through boosting 

agricultural output. However, structural barriers including 

digital infrastructure deficits, climate vulnerabilities, and high 

informality weaken this relationship. The findings refute null 

hypotheses that no significant relationship exists between 

agricultural financing and employment (H1, H2) or between 

financing and agricultural output (H3). 

Policy Recommendations 

1. Scale Digital Value Chain Finance: 

- Implement mobile-based lending platforms with 

automated credit scoring using satellite farm imagery 

and transaction histories  

- Develop digital warehouse receipt systems to enhance 

collateral options for smallholders 

- Expand agent banking networks to improve last-mile 

financial access 

 

2. Strengthen Credit Infrastructure: 

- Increase Agricultural Credit Guarantee Scheme 

coverage from 35% to 70% of lending portfolios 

- Establish a national agricultural insurance fund with 

climate-indexed products 

- Develop a farmer biometric ID system integrated with 

land registries 

 

3. Climate-Responsive Financing: 

- Mainstream climate risk assessments into lending 

decisions 

- Allocate 30% of agricultural finance to climate-smart 

technologies (drip irrigation, drought-resistant seeds) 

- Integrate weather data with loan repayment scheduling 

 

4. Evidence-Based Targeting: 

- Launch a national agricultural data dashboard 

integrating finance, output, and employment metrics 

- Conduct longitudinal studies on financing impacts 

across value chains and gender 

- Establish state-level innovation funds for localized 

solutions 

Research Limitations 

- Reliance on national-level data masked regional 

heterogeneity 

- Inability to fully capture informal employment 

dynamics 

- Limited microdata on gender-disaggregated financing 

impacts 

Future studies should adopt mixed-methods approaches to 

capture qualitative dimensions of financial inclusion and 

employment quality, particularly for w omen and youth in 

rural economies. 
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