Agricultural Funding and Poverty Reduction in Nigeria

ABSTRACT 
In this study, the effect of the Agricultural-Credit-Guarantee-Scheme Fund (ACGSF) on poverty reduction in Nigeria from 1981 to 2024 is examined. In recognition of the vital role of agricultural financing in enhancing agricultural productivity, generation of income, and improvement of livelihood, the interventions of Agricultural-Credit-Guarantee-Scheme Fund (ACGSF)  was disaggregated into three main subsectors:- cash crop funding, livestock funding, and food crop funding. Unit root tests conducted  revealed  different  orders of integration among the variables of the research, giving rise to the use of Autoregressive Distributed Lag (ARDL) technique in modeling this research work, which accommodated variables integrated at both-I(0) and I(1). The existence of a long-run equilibrium relationship among the variables-was confirmed with the Autoregressive-Distributed-Lag (ARDL) bounds test results. This indicated that Agricultural funding and poverty rate moved together over-time and can be jointly analyzed within a cointegrating-framework. A differentiated effect of the Agricultural-Credit-Guarantee-Scheme Fund (ACGSF) on poverty reduction across agricultural subsectors was presented by the long run ARDL-estimates. The findings revealed that in the long run, ACGSF-financed cash crop activities had a strong diminishing effect on the poverty rate- suggesting that credit for cash crops contributed to income expansion, improved agricultural output, and enhanced economic welfare significantly. In contrast, ACGSF-financed livestock production showed a considerable increasing effect on the poverty rate in the long run, pointing to potential structural and operational inefficiencies within the livestock subsector. Lastly, the analysis revealed that ACGSF-financed food crop activities produced little long-run decrease in poverty rate. Overall, the study concluded that the potency of ACGSF in enhancing economic development in Nigeria is largely subsector-specific. Strengthening credit delivery approaches, enhancing subsector targeting, and addressing structural bottlenecks are essential for improving the poverty-reducing effect of agricultural credit guarantee scheme fund in Nigeria.
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1. INTRODUCTION 
The agricultural sector is a very important sector in the economic development of developing economies in the globe today because the growth and development of any nation is reliant to a large extent on the development of the agricultural sector; this is due to the fact that the agricultural sector set the pace for economic diversification and transformation of many developing nations structurally. Consequently, the relevance of the agricultural sector cannot be overemphasized because it is fundamental to the development of the economies of nations as that agriculture is crucial for the “take off” of a nation’s economic development (Awujola, et al 2024).
During the era of colonisation era in Nigeria, the agricultural sector contributed to the total national output in a no small measure. By 1960, at independence, the Nigerian economy was described as been stable as it was considered an agrarian economy because agriculture production served as the engine room for the development of the entire economy and the country was rated the second largest producer of cocoa; largest exporter of kernel and largest producer of palm oil in the globe (Uremadu and Onyele, 2016).
The agricultural sector immediately after Nigeria’s independence contributed greatly to the provision of food for the increasing population, supply of raw materials to agro-based industries, rising government revenue, provided foreign exchange earnings, provided employment opportunities to the workforce, improved the standard of living, encouraged infrastructural development and contributed immensely to the development of the economy, among others. For instance, between 1964 and 1965, the agricultural sector of Nigeria employed approximately 70% of the total workforce and it contributed about 55% of the nation’s total output. By implication, the agricultural sector had a multiplier effect on nation’s socio- economic and industrial fabric because of the multifunctional nature of agriculture (Onu and Abasikene, 2023).
Prior to the discovery of crude oil in commercial quantity, agriculture was the bedrock of the country’s economy. Nigeria is blessed with abundant land and water resources but the discovery of oil in 1958 and the oil boom of 1970s led to the neglect of the agricultural sector in favour of the oil sector. This in turn caused negative consequences on the nation’s economy following the sudden fall in oil prices at the international oil market and the subsequent introduction of various policies by the Nigerian government to diversify the economy from its mono-cultural state. However, in the last five decades, the effect of agricultural sector has not been so strong because of the decreasing effect of the oil sector which annually contributes more than 96% of the nation’s aggregate export earnings (Saidi, et al. 2024).
Notwithstanding, in a bid to resuscitate the agricultural sector by the Federal Government (FG) aside from the annual budgetary allocation for agricultural purposes, the government has implemented diverse credit policies and established formal credit institutions and schemes to facilitate the flow of credit towards agribusiness to increase agricultural productivity, reduce poverty and drive economic development. It was for this reason that the FG of Nigeria initiated a mandatory policy directive in 1976 for establishment of commercial banks throughout the country that will specialize in short-term lending to farmers and the establishment of branches in rural communities to provide funds to the farmers (Samaila and Idris, 2023).
Nevertheless, untimely extension of credit, high interest rates associated to borrowing from these commercial banks, the herculean procedures in obtaining loans and the collateral requirements from these farmers by the banks undermines the farmer’s access loans. Consequently, the continuous failure of commercial banks to efficiently provide finance for agricultural endevours and the volatile nature of agricultural production occasioned by occurrence of drought, climate change, flood, outbreak of crop diseases led to introduction of the Agricultural Credit Guarantee Scheme Fund (ACGSF) in 1978, a policy instrument of the FGN established to guarantee against inherent risk in lending and to encourage commercial banks to heighten lending to the agricultural sector (Raufu, et al. 2025).
In the 1980s there was a much decline in agricultural output, resulting in a sharp decline in foreign exchange earnings, increased importation of producer and consumer goods, infrastructural deficit, fall in the rate of capacity utilization in the industries. This prompted the FGN to implement the Structural Adjustment Programme (SAP) at the recommendation of the World Bank and International Monetary Fund (IMF) in 1986 to address the observed challenges and encourage the diversification of the economy. However, the impact of the implementation of the Structural-Adjustment-Program (SAP) on the economy of Nigerian was negative and significant. This shows how over the years the effort of the government to finance the agricultural sector has portrayed the level of inconsistency and policy summersaults in agricultural policies in Nigeria (Reuben, et al. 2020). Against this background,  this study seeks to examine the effects of Agricultural-Credit-Guarantee-Scheme Fund (ACGSF)  on economic development with emphasis on poverty reduction in Nigeria.
As prominent tool for Nigeria’s economic development, The Agricultural-Credit-Guarantee-Scheme-Fund (ACGSF) reduces lenders’ perceived-risks and expands the accessibility of formal credit of small-holder farmers that would otherwise be excluded from conventional commercial banks financial services. The scheme has enhanced investment, through loan guarantee in- fertilizers, seeds, equipment and processing, as well as increased agricultural productivity, supported employment in both on-farm and off-farm sectors, which promoted food security and generated increased income flows that spreading through rural dwellers, all of which mitigates poverty and enhance economic development (Zakari, et al. 2025). By empowering farmers to smooth consumption, invest in productivity-enhancing inputs, adopt modern technologies and engage in value chains, beneficiaries have been better able to amass assets, diversify livelihoods and overcome shocks- results that directly mitigate incidence of poverty and improve local demand. 
Unfortunately, the scheme’s effect has been inconsistent and uneven because of recurring problems: weak credit evaluation and loan monitoring, loan diversion, moral hazard, political interference in the funds’ allocation, lack of coverage of women and the poorest, insufficient funding and enforcement, high costs of borrowing, and poor rural infrastructure that undermine the productivity benefits from finance (Zwingina, 2023). Nevertheless, where guarantees were merged with stronger bank safeguards, value-chain linkages, microfinance and digital payment/ID systems, extension services, the ACGS resulted in measurable poverty-reducing effects (Samaila and Idris, 2023). In short, while it is not a silver bullet, the ACGS fund has been a useful catalytic tool for poverty reduction and rural development in Nigeria when supported by governance, targeting and complementary investments in agriculture. 
This research seeks to investigate the effect of ACGS fund on economic development in Nigeria, focusing on how the ACGS mechanism has helped in reducing poverty. Consequently, it aimed to analyse the effect of disaggregated loans granted under the ACGS on Nigeria’s poverty rate. While prior studies have explored ACGS fund in Nigeria, there has been lack of recent focus on its direct effect on poverty reduction as a measure of economic development (Afolabi, et al. 2021; Ahmed, et al. 2020; Bawa and Miftahu, 2023; Chukwu, et al. 2023; Dawakintofa and Srivastava, 2024; Iriobe, 2023; Mubaraq, 2021). Existing studies has majorly concentrated on performance of the ACGSF in enhancing agricultural productivity and economic growth with little emphasis on poverty reduction towards economic development. Hence, a knowledge gap persists in view of the specific effect of ACGS fund on economic development using poverty rate, highlighting the need for updated insights in this domain. By so doing, it aimed to offer evidence-based policy recommendations for enhancing agricultural finance policies and promoting sustainable economic development in Nigeria.
The aim of this study is to ascertain the effect of Agricultural Credit Guarantee Scheme Fund (ACGSF) on economic development in Nigeria with the following specific objectives:
i) To examine the effect of Agricultural-Credit-Guarantee-Scheme (ACGS) funding of cash crop activities on the poverty Reduction in Nigeria,
ii) To ascertain how Agricultural Credit Guarantee Scheme (ACGS) funding of livestock production has affected poverty rate in Nigeria;
iii) To examine the effect of Agricultural Credit Guarantee Scheme (ACGS) funding of food crop farming activities on the poverty reduction in Nigeria. 
Limiting analysis to earlier periods risks missing how the Scheme performed under higher inflation, changing interest-rate regimes, supply-chain disruptions, or the expanded capitalisation enacted in recent years. Methodological limitations-such as short sample windows, limited control for endogeneity, scant attention to loan repayment dynamics and recovery, and insufficient disaggregation by farm size or value-chain segment-further weaken prior inferences. Together, these measurement, temporal, and methodological gaps justify a new study that covers data through 2024, employs poverty rate as the development indicator, and uses robust identification strategies to produce more policy-relevant conclusions about the ACGSF’s role in Nigeria’s development.

2.0 Methodology
This study focused on Nigeria and investigates ACGS funds and economic development under the period 1981 - 2024. The data utilized for the empirical estimation related to the Nigerian economy only, though it has implications for the global economy. The study explored how disaggregated loans under the ACGS to Individual farmers, Informal groups, Cooperatives and Companies can boost economic development through poverty reduction. According to CBN, all licensed commercial Banks in Nigeria has been approved as participating banks under the ACGS funds. Therefore, focus is on the credit guarantee scheme funds under the Agricultural Credit Guarantee Scheme (ACGS) in Nigeria. The data used for this study were time series data spanning from 1981 to 20224. The secondary data were sourced from the Central Bank of Nigeria Statistical Bulletin CBN (2025) and World development indicators databases WDI (2025). Unit root test was conducted to check for the stationarity of the variables in the model using the Augmented-Dickey-Fuller approach. The Unit root tests conducted revealed  different  orders of integration among the variables of the research, giving rise to the adoption of Autoregressive Distributed Lag (ARDL) technique in modeling this research work. 
Model Specification
The functional form of the model is as specified in equation (…1): 
						Eqn. (…1)
The mathematical form of equation 3.1 is specified in equation …2: 
POVR = β0 + β1CCROP + β2LIVST + β3FCROP	  	 		Eqn. (…2)
The econometric form of equation 3.2 is depicted by equation …3: 
POVR = β0 + β1CCROP + β2LIVST + β3FCROP + ε  			Eqn. (…3)
The model was log-linearised to stabilize variance, improve interpretability of coefficients, and ensure the model is statistically well-behaved. The logged form of the model is presented in equation ..4. 
Log(POVR) = β0 + β1Log(CCROP) + β2Log(LIVST) + β3Log(FCROP) + ε  Eqn. (…4)
Where, 
POVR = poverty rate 
CCROP = value of ACGSF-financed cash crop activities
LIVST = value of ACGSF-financed livestock production 
FCROP = value of ACGSF-financed food crop activities 
β0 = Constant parameter
β1 – β3 = Coefficient of the independent variables
ε = Stochastic term

3.0 RESULTS AND DISCUSSION
3.1	Trend analysis of data
The trend plot of the raw data are presented in Figure 1.  


Figure 1. Trend plots of the data 

As presented in  figure 1, The POVR showed a generally upward trend from the mid-1980s through the late-1990s, reflecting poor living conditions during that period. Although the trend became more volatile from the 2000s onward-characterised by episodes of rising and falling - the overall pattern suggested persistent swings around a high poverty rate. The sudden fall observed around 2020 appeared to be a structural break or an outlier, followed by a rebound. The series, altogether reflected instability in long-term on the conditions of economic welfare, with poverty persistently remaining high over time.
Agricultural Credit Guarantee Scheme Funds (ACGSF) -financing cash crop activities (CCROP) remained low in relative terms and flat from the mid-80’s to the early-2000s, indicating limited ACGSF-funding to the cash crop activities. However, the trend shifted significantly upwards during the mid-2000s - suggesting an improvement in ACGSF-funding to cash crop production in the country. This increased funding to cash crop sector continued steadily, with surges pronounced after 2015 which got to its peak in the early-2020’s, indicating that ACGSF funding to the cash crop sub-sector is enhanced. 
Agricultural Credit Guarantee Scheme Funds (ACGSF) to the livestock subsector (LIVST) was extremely low and stagnant between the 1980s and 1990s, showing minimal ACGSF-funding to the livestock production subsector. In the early-2000s, an upward shift was observed, which was followed by an intense fluctuation, from 2010 to 2018- at this period, ACGSF-financed livestock production was at its peak. This phases of rapid expansion pattern was likely associated to increased investment, -commercialization,-or improved techniques for animal husbandry. Though, this series fluctuated afterward considerably, the long-run overall trend reflected structural significant improvement in the livestock production sector relative to previous decades.
Agricultural Credit Guarantee Scheme (ACGS) funding to Food Crops (FCROP) had a near-stagnation from the 1980s to the late 1990s in the long-term, after which the trend of ACGSF-finance food crop activities had an upward movement. An acceleration sharply occurred in the mid-2000’s, culminating to  a spike in the early-2010s- which was associated possibly with Agricultural policy reforms, Agricultural mechanization, and/or climatic conditions that were favourable. The overall level of funding to the food crop production subsector remained above historical levels, despite subsequent fluctuations- showing improvement in the long-term. This rising trend showed capacity expansion to meet up with increasing domestic food demand, though the volatility suggested shocks vulnerability like: variability in weather, rising inflation, and disruptions in the supply-chain.
3.2	Descriptive Statistics 
The descriptive statistics presented in Table 1 shows the summary of the distributional properties of the data set: 
Table 1 Descriptive Statistics 
	
	POVR
	CCROP
	LIVST
	FCROP

	 Mean
	 54.74727
	 169928.3
	 563309.0
	 2291625.

	 Median
	 57.41500
	 15462.25
	 82468.00
	 970464.6

	 Maximum
	 73.50000
	 757593.0
	 2342247.
	 8039640.

	 Minimum
	 30.90000
	 280.0000
	 4446.900
	 3606.400

	 Std. Dev.
	 11.44450
	 229453.0
	 696521.5
	 2543625.

	 Skewness
	-0.328977
	 1.059930
	 0.950915
	 0.686301

	 Kurtosis
	 2.148022
	 2.649946
	 2.584871
	 2.026803

	
	
	
	
	

	 Jarque-Bera
	 2.124412
	 8.463296
	 6.947031
	 5.190435

	 Probability
	 0.345692
	 0.014528
	 0.031008
	 0.074630

	
	
	
	
	

	 Observations
	 44
	 44
	 44
	 44


Source: EViews 10.0 output 
Table 1, which presents the descriptive statistics notable revealed the differences in the distribution and behaviour of the variables: Poverty (POVR), Funding of the Cash Crop Production (CCROP), funding of livestock production (LIVST), and Funding of Food Crop Production (FCROP) - over the 44 year period of this analysis. Poverty Reduction (POVR) had an approximate mean of 54.7%, with  its values falling between 30.9% and 73.5% which indicated that poverty consistently remained high. The standard deviation indicated variability around the mean in moderate terms, and the negative skewness indicated a slightly longer tail toward lower rates of poverty, meaning that extreme low values occurred more often than the extreme high values. Its (0.3457) Jarque-Bera probability value suggested the distribution had no normality significantly deviation. 
The table showed that the descriptive statistics had very large the mean-median-maximum disparities in values for Agricultural credit to the Cash Crop Sub-Sector (CCROP) and Agricultural credit to the Livestock Sub-sector (LIVST), indicating a strong distributions that is  right-skewed. CCROP had a median as low as 15,462, while the mean value was 169,928, indicating significant upward outliers driven by the later years’ rapid surge. Similarly, Agricultural credit to the Livestock subsector (LIVST) showed a median of 82,468, a mean of 563,309  but with a maximum above 2.3 million value, confirming high volatility and growth in livestock subsector. This shows that both variables had high standard deviations with skewness values positively moving towards 1- showing that large spikes were present. Their Jarque-Bera probabilities values of – (0.0145 for CCROP) and (0.0310 for LIVST) indicated a departure from normality at a statistically significant level.
Agricultural credit to food crop production (FCROP) had same features- with a median less than one million, a mean of about 2.29 million - reflecting the influence of large upward surges in funding of food crop production.
Its high standard deviation further confirmed strong variability over time. The positive skewness and kurtosis close to 2 suggested a moderately right-tailed distribution with no excessively heavy tails. The Jarque-Bera probability of 0.0746 was slightly greater than the 5% threshold but below 10%, indicating marginal non-normality. Overall, the statistics showed that agricultural output variables (CCROP, LIVST, and FCROP) had experienced substantial growth and volatility over time, whereas poverty remained relatively stable but persistently high.
3.3	Unit Root Tests 
Table 2 presented the unit root tests for stationarity of variables using the Augmented Dickey-Fuller (ADF) approach. 
Table 2. Unit root test results 
	
	Level
	First difference 
	Order of integration 

	Variable
	t-Statistic
	Prob.
	t-Statistic
	Prob.
	

	LOG(POVR)
	-2.457549
	0.3464
	-6.727775
	0.0000
	I(1)

	LOG(CCROP)
	-3.727283
	0.0310
	-
	-
	I(0)

	LOG(LIVST)
	-1.901446
	0.6365
	-5.370725
	 0.0004
	I(1)

	LOG(FCROP)
	-1.230933
	0.8911
	-6.208196
	0.0000
	I(1)


Source: EViews 10.0 output 
Results of the unit root test as shown in table 2, showed a mixed order of integration among the variables. LOG(CCROP) was stationary at level since its test statistic was significant at the 5% level, showing it was integrated of order zero, I(0). Contrarily, LOG(POVR), LOG(LIVST), and LOG(FCROP) all had non-significant test statistics at level but turned significant after first differencing, indicating that they were non-stationary in levels but stationary at first difference, and therefore integrated of order one, I(1). This mixture of I(0) and I(1) variables supported the appropriateness of using ARDL-related cointegration techniques for further analysis.
3.4	ARDL Estimation 
The ARDL estimation was carried out to show the long-run and short-run dynamic relationship between the variables under consideration. Prior to the ARDL estimation, the optimal lag length for each variable was selected from the top 20 ARDL models based on the model with the lowest Akaike Information Criteria (AIC) as shown in Figure 2. 


Figure 2. Top 20 ARDL model 
The top-20 ARDL model selection as shown in Figure 2 ranked the optimal model combinations based on the AIC, where lower AIC values indicated a better fit. The graph showed that the ARDL(3, 3, 4, 4) model had the lowest AIC and was therefore the optimal model among all specifications evaluated. As the chart moved rightward, AIC values slowly increased, showing slightly weaker lag for other alternatives. The clustering of numerous competitive models close to the least value suggested that several lag structures provided a reasonably good fit, but the ARDL(3, 3, 4, 4) specification offered the most efficient balance between goodness of fit and model complexity, making it the preferred choice for estimation.
3.5	Bounds test 
The bounds test result is as presented in Table 3. 
Table 3. Bounds test 
	Test Statistic
	Value
	Signif.
	I(0)
	I(1)

	
	
	
	
	

	F-statistic
	 7.303527
	10%  
	3.47
	4.45

	K
	3
	5%  
	4.01
	5.07

	
	
	2.5%  
	4.52
	5.62

	
	
	1%  
	5.17
	6.36


Source: EViews 10.0 output 
From Table 3, the ARDL bounds test result showed an F-statistic of 7.3035, which was greater than all the upper bounds (I(1) values) at the 10%, 5%, 2.5%, and 1% levels of significance. Since the calculated F-statistic exceeded the I(1) critical values—particularly the 1% upper bound of 6.36—this provided strong reason to reject the null hypothesis of no long-run relationship. Therefore, the variables were adjudged to be cointegrated, meaning a stable long-run equilibrium relationship existed among the dependent variable and independent variables in the ARDL model.

3.6	Long-run estimates 
The long-run estimates of the ARDL model were presented in Table 4. 
Table 4. Long-run estimates 
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.   

	
	
	
	
	

	
	
	
	
	

	LOG(CCROP)
	-0.465020
	0.166336
	-2.795667
	0.0014

	LOG(LIVST)
	0.395945
	0.158349
	2.500457
	0.0151

	LOG(FCROP)
	-0.026329
	0.100930
	-0.260861
	0.7961


Source: EViews 10.0 output 
The long-run ARDL coefficient for LOG(CCROP) was negative and statistically significant, meaning that a rise in ACGSF-financed cash crop activities was linked with a long-run reduction in poverty. With a coefficient of –0.4650, a 1% increase in ACGSF-financed cash crop activities led to about a 0.47% fall in poverty rate. The t-statistic (–2.80) and low p-value (0.0014) confirmed considerable long-run significance. This suggested that ACGSF-financed cash crop activities exerted a diminishing effect on poverty rate. 
In contrast, LOG(LIVST) showed a positive and statistically significant long-run coefficient of 0.3959, showing that ACGSF-financed livestock production increased poverty in the long term. A 1% rise in ACGSF-financed livestock production raised poverty rate by about 0.40%. The result was supported by a t-statistic of 2.50 and a probability value of 0.0151, implying meaningful long-run effect. This suggested that ACGSF-financed livestock production may aggravate poverty through low income streams, poor diversification, and weak rural economic stability, making ACGSF-financed livestock production to be inefficient.
Finally, LOG(FCROP) had a negative coefficient (–0.0263) and was statistically insignificant, as indicated its t-statistic (–0.26) and probability value (0.7961 > 0.05). This implied that ACGSF-financed food crop production did not exert a meaningful long-run effect on poverty rate. The insignificance could be a reflection of structural constraints, low elasticity, market distortions, or the possibility that short-run shocks dominated the effect of ACGSF-financed food crop production, leaving no reasonable long-run relationship. 
3.7	Error correction mechanism (ECM)
Table 5 showed the ECM associated with the ARDL estimation. 
Table 5. Error correction mechanism (ECM)
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.   

	
	
	
	
	

	C
	2.419354
	0.743884
	3.252328
	0.0030

	@TREND
	0.277314
	0.030591
	9.065082
	0.0003

	DLOG(POVR(-1))
	0.327847
	0.035078
	9.346169
	0.0002

	DLOG(POVR(-2))
	-0.344973
	0.141546
	-2.437173
	0.0214

	DLOG(CCROP)
	0.445450
	0.117059
	3.805361
	0.0029

	DLOG(CCROP(-1))
	-0.473366
	0.190638
	-2.483055
	0.0304

	DLOG(CCROP(-2))
	-0.345031
	0.134400
	-2.567188
	0.0262

	DLOG(LIVST)
	0.619121
	0.182322
	3.395792
	0.0017

	DLOG(LIVST(-1))
	0.288340
	0.113346
	2.543800
	0.0191

	DLOG(LIVST(-2))
	-0.016845
	0.051491
	-0.327143
	0.7460

	DLOG(LIVST(-3))
	0.125735
	0.051762
	2.429100
	0.0218

	DLOG(FCROP)
	0.368669
	0.157035
	2.347680
	0.0313

	DLOG(FCROP(-1))
	-0.219001
	0.132588
	-1.651746
	0.1169

	DLOG(FCROP(-2))
	-0.258440
	0.075910
	-3.404448
	0.0052

	DLOG(FCROP(-3))
	0.273448
	0.126858
	2.155543
	0.0521

	CointEq(-1)
	-0.569119
	0.178187
	-3.193953
	0.0035

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.864033

	Adjusted R-squared
	0.821525

	F-statistic
	15.13281
	
	

	Prob(F-statistic)
	0.000475
	
	
	

	Durbin-Watson stat
	1.950107
	
	
	


Source: EViews 10.0 output  
As detailed in Table 5, the ECM indicated how short-run adjustments converged toward the long-run equilibrium, and the coefficient of the error-correction term, CointEq(–1), was the key indicator. With a coefficient of –0.5691, negative and statistically significant at the 1% level (p = 0.0035), the model demonstrated a stable and meaningful long-run relationship. This value implied that about 57% of any deviation from the long-run equilibrium was corrected within one period, meaning the system adjusted fairly quickly toward equilibrium after any shock. This significant coefficient of the error term ensured a long-run convergence rather than divergence, indicating that the dependent variable responded strongly to disequilibrium.
The dynamics of the short-run showed numerous significant-effects from estimates of the lagged variables, implying changes in poverty rate in the short-run, ACGSF-finance crop cash activities, Agricultural Credit Guarantee Scheme Fund (ACGSF) –financing of  livestock production, and Agricultural Credit Guarantee Scheme Fund (ACGSF) ACGSF-financing of food crops production all played roles before occurrence of the adjustment to the long-run path. For instance, DLOG(POVR(–1)) is a significant positive value, which indicates a considerable persistent changes in poverty short-run, while DLOG(POVR(–2)) - had a negative effect, suggesting  the earlier shocks were partial reversal or correction thereafter.  Agricultural Credit Guarantee Scheme Fund (ACGSF) –finance cash crop activities and livestock production variables showed short-run patterns with mixed values - across lags, alternating positive and negative coefficients, indicating the presence of short-term cycles, instantaneous shocks, and delayed adjustment in the ACGSF effect on poverty-dynamics. These patterns highlighted that there was no uniform adjustment in the short-run system - but through a collection of reinforcing and correcting effects. 
The significant positive trend coefficient implied the presence of a systematic upward long-run movement in the dependent variable, even after accounting for short-run and long-run determinants. The R-squared (0.8640) and adjusted R-squared (0.8215) indicated that the ECM explained a large proportion of short-run variations, while the F-statistic confirmed the overall significance of the model. The Durbin–Watson value of 1.95 which was approximately 2 suggested no major autocorrelation problem. Overall, the ECM results underscored a well-specified and dynamically stable model in which short-run shocks were absorbed through a mix of immediate effects, lagged adjustments, and a strong correction mechanism that pulls the system back towards long-run equilibrium.

3.8	Diagnostic tests 
Diagnostic tests were carried to ascertain the validity and stability of the estimated ARDL model. The diagnostic tests were discussed as follows. 
	Table 6. Breusch-Godfrey Serial Correlation LM Test:
	

	
	
	
	
	

	
	
	
	
	

	F-statistic
	0.857797
	    Prob. F(2,26)
	0.4358

	Obs*R-squared
	2.475998
	    Prob. Chi-Square(2)
	0.2900

	
	
	
	
	

	
	
	
	
	


Source: EViews 10.0 output  
Results in Table 4.6a indicated that the model did not suffer from serial correlation. Both the F-statistic (0.8578, p = 0.4358) and the Obs*R-squared statistic (2.4760, p = 0.2900) had p-values greater than 1%, 5%, and 10% levels. This meant we fail to reject the null hypothesis of no serial correlation in the residuals, meaning that the error terms were independently distributed. Consequently, the model’s parameter estimates were reliable and efficient, and there was no need for further adjustments such as adding more lags or using alternative estimation techniques.
	Table 7. Heteroskedasticity Test: Breusch-Pagan-Godfrey

	
	
	
	
	

	
	
	
	
	

	F-statistic
	0.739748
	    Prob. F(11,28)
	0.6927

	Obs*R-squared
	9.007029
	    Prob. Chi-Square(11)
	0.6212

	Scaled explained SS
	17.13738
	    Prob. Chi-Square(11)
	0.1039

	
	
	
	
	

	
	
	
	
	


Source: EViews 10.0 output  
The Breusch-Pagan-Godfrey heteroskedasticity test results in Table 7 indicated that the model’s residuals were homoskedastic. All test statistics—the F-statistic (0.7397, p = 0.6927), Obs*R-squared (9.0070, p = 0.6212), and Scaled explained SS (17.1374, p = 0.1039)—had p-values well above all significant levels, meaning we fail to reject the null hypothesis of constant variance. This implied that the variance of the errors did not systematically change with the predictors, confirming that the model satisfied the homoskedasticity assumption and that standard errors and inference were reliable.



4.4	Discussion of Findings 
The negative and statistically significant effect of ACGSF-financed cash crop activities on poverty rate in the long-run indicated that increased funding and support for cash crop production effectively reduced poverty levels.
This suggested could invest in farm inputs when they have access to Agricultural Credit Guarantee Scheme Fund (ACGSF) –finance for cash crops, as well as access to improved technologies, leading to expanded production, increasing the farmers’ income and improved livelihoods. The statistical - significance revealed that this relationship was not due to random chance, but a confirmation that policy implication that promotes agricultural financing in the long-run - particularly for cash crops - can be a veritable tool for poverty reduction. This aligned with the research works of Ogunjobi, et al. (2024); Raufu, et al (2025) and Zakari et al. (2025) that access to credit enhances agricultural output and poverty reduction in developing countries.
A positive - statistically - significant effect of Agricultural Credit Guarantee Scheme Fund (ACGSF) –financing of  cash crop activities on poverty rate in Nigeria implied that increased credit support for cash - crop production was associated with an increase in the level of poverty, and this relationship was unlikely to be due to chance. This unpleasant effect may likely be a reflection of the inefficiencies, corrupt practices in the allocation and utilization of these funds. There are possibilities that these credits might not be accessible to the most vulnerable farmers, mismanaged and/or concentrated among larger - producers who did not significantly contribute to the reduction of the overall poverty level. The statistical-significance underscored that this observed effect was robust - signaling the need for policymakers to assess carefully the targeting, monitoring, and implementation of Agricultural Credit Guarantee Scheme Fund (ACGSF) programs to ensure that credit interventions truly contribute to the reduction of poverty rather than inadvertently increasing income inequality. These findings are in line with and support the works of Bawa and Miftahu (2023) and Zwingina (2023) who argued that Agricultural Credit Guarantee Scheme Funds (ACGSF) failed to mitigate poverty due to funds mismanagement and misallocated through the scheme. 
A negative long-run but statistically insignificant effect of Agricultural Credit Guarantee Scheme Funds (ACGSF) – financing of food crop activities on poverty rate in Nigeria suggests - that while increased credit support for food crop production appeared to have effect on poverty reduction, it was weak effect and cannot be confidently distinguished from random variation. In practice, this indicated that, the effect of such financing on poverty alleviation was inconsistent, limited or insufficient, due to factors like:  - inadequate fund allocation, low adoption of improved technologies, or structural challenges in the food crop sector. The lack of statistical - significance indicates that, although the direction of the effect aligned with the objectives of poverty reduction, the evidence was not strong enough to draw a research conclude that ACGSF funding for food crops production reliably lowered the level of poverty in Nigeria, emphasizing the need for more interventions that targeted oriented and/or complementary. This contradicts the findings of Iriobe (2023) - that Agricultural Credit Guarantee Scheme Funds (ACGSF) –financing of food crop activities did not affect the rate of poverty significantly but Nwadioha and Igoni (2021) aligned with this study that ACGSF-financed food crop activities had a little effect on the rate of poverty in Nigeria. 

5.2	Conclusion 
The findings of this study revealed that the Agricultural Credit Guarantee Scheme Fund (ACGSF) had a nuanced effect on development of economy, as measured by the rate of poverty. Specifically, financing cash crop financing through Agricultural Credit Guarantee Scheme Fund (ACGSF) - in the long run, was found to significantly reduce the rate poverty in Nigeria, highlighting the potential of targeted Agricultural Credit Guarantee Scheme Fund (ACGSF)  in enhancing the income of farmers, improving the farmers’ livelihood, thereby contributing to overall development of economy. This indicated that government financing of cash crop can be a strategic tool for the alleviation of poverty when effectively implemented. 
Conversely, the analysis showed that Agricultural Credit Guarantee Scheme Fund (ACGSF)  - financed livestock production in the long-term - had a positive effect on the rate of poverty, implying that the current structure and utilization of credit in the livestock - sector may not sufficiently reach the most vulnerable farmers and that meaningfully benefits the economy.  This underscored the need for careful monitoring - improved targeting - and capacity-building measures to ensure that financing of livestock production lend support for income growth and reduction of poverty rather than exacerbating economic vulnerability. 
Finally, the study observed that financing food crop activities in the long run, through Agricultural Credit Guarantee Scheme Fund (ACGSF)  - resulted in only a little reduction in the level of poverty. While the direction of the effect was consistent with reduction of poverty level, the effect was limited; indicating that credit alone may be insufficient in transforming the food-crop sector. To enhance the efficiency and effectiveness of Agricultural Credit Guarantee Scheme Fund (ACGSF) - in advancing the development of the Nigeria economy, it is essential for agricultural policy - makers to complement interventions in credit with infrastructural improvements, technical supports, and market access, ensuring that financing agricultural production translates into tangible reductions in the rate of poverty in Nigeria.
5.3	Recommendations 
Based on the findings of this research, the following recommendations are made: - 
It was recommended that Agricultural policy-makers expand and strengthen allocation of credit to cash crop producers and investors under the Agricultural Credit Guarantee Scheme Fund (ACGSF), given its considerable long-run effect in poverty-reducing in the country. In addition, efforts should be made to enhance access of farmers to extension services, farm inputs, and access to markets in order to enhance the developmental benefits of funding cash crop production in Nigeria. 
The structure and targeting of Agricultural Credit Guarantee Scheme Fund (ACGSF) - credit for production of livestock be reviewed to make sure funds reach vulnerable and small-scale farmers in the livestock sub- sector who actually need to benefit from the scheme. Strengthening monitoring, assistance technically and building adequate capacity within the livestock value-chain would help ensure that credit translates into expected productivity and reduced the rate of poverty rather than heightening the vulnerability of the economy. 
It is needful that Agricultural Credit Guarantee Scheme Fund (ACGSF) support for food-crop production be complemented with agricultural programs that enhance access of farmers to modern farm inputs, farm produce-storage facilities, and extension services needed to strengthen the effect on the reduction of poverty. Enhancing linkages in market and reducing post-harvest losses will help ensure that the marginal long-run benefits of financing food crop production translated into more reductions in the rate of poverty in Nigeria.
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