CHAPTER ONE
INTRODUCTION
1.1	Background to the Study 
Agriculture plays a crucial role in Nigeria’s economy, contributing significantly to employment, food security, and foreign exchange earnings. Despite its importance, the sector has faced persistent challenges, particularly in accessing finance for productivity and expansion. Deposit Money Banks (DMBs) have historically played a key role in agricultural finance by providing credit facilities, supporting government intervention programs, and enhancing financial inclusion for farmers. However, due to the perceived high risk and low profitability of agricultural lending, banks have often been reluctant to grant loans to farmers, thereby limiting the sector’s growth potential (CBN, 2020).
The Nigerian government has introduced various policies and intervention schemes to encourage agricultural financing through DMBs. Programs such as the Agricultural Credit Guarantee Scheme Fund (ACGSF), the Commercial Agriculture Credit Scheme (CACS), and the Anchor Borrowers’ Programme (ABP) have been designed to provide guarantees and incentives for banks to increase lending to the sector (Olomola & Ajibola, 2021). Despite these initiatives, limited access to credit remains a significant constraint, as banks continue to prioritize short-term and low-risk investments over long-term agricultural financing.
Furthermore, the role of DMBs extends beyond direct lending to include financial advisory services, risk assessment, and the facilitation of investment in agribusiness. Technological advancements in banking, such as digital financial services and mobile banking, have also improved financial access for rural farmers, reducing barriers to credit acquisition (Adegbite & Olagunju, 2022). Nevertheless, challenges such as inadequate collateral, high-interest rates, and policy inconsistencies continue to hinder the effectiveness of deposit money banks in driving agricultural finance in Nigeria. Agriculture has long been a cornerstone of Nigeria’s economy, contributing significantly to employment, food security, and raw materials for industrial use. However, the sector has faced persistent challenges, including inadequate funding, poor infrastructure, and outdated farming techniques. The availability of financial resources plays a critical role in addressing these issues and enhancing agricultural productivity. Deposit Money Banks (DMBs) in Nigeria serve as key financial intermediaries in mobilizing funds and providing credit facilities to the agricultural sector.
Over the years, the Nigerian government has introduced various policies and initiatives to encourage banks to support agricultural financing, such as the Agricultural Credit Guarantee Scheme Fund (ACGSF) and the Commercial Agriculture Credit Scheme (CACS). Despite these efforts, farmers and agribusiness owners still encounter difficulties in accessing financial services due to high-interest rates, stringent collateral requirements, and the perceived risks associated with agricultural lending.
This study aims to assess the roles of Deposit Money Banks in agricultural finance, the challenges they face, and the effectiveness of their interventions in promoting agricultural development in Nigeria.
1.2 	Statement of the Problem 
Despite the significant contribution of agriculture to Nigeria’s Gross Domestic Product (GDP), the sector remains underfunded. Many farmers, particularly small-scale farmers, lack access to credit, which limits their ability to acquire modern equipment, improved seedlings, and other necessary inputs. While Deposit Money Banks are expected to bridge this financing gap, their lending to the agricultural sector has been relatively low compared to other sectors such as commerce and oil and gas.
Factors such as high default rates, lack of adequate risk management mechanisms, and inadequate government support further discourage banks from providing sufficient funding for agricultural activities. The problem this study seeks to address is the extent to which Deposit Money Banks contribute to agricultural finance in Nigeria, the challenges they encounter, and possible solutions to enhance their effectiveness.

1.3	Research Questions 
The study seeks to answer the following research questions:
1. What is the level of financial support provided by Deposit Money Banks to the agricultural sector in Nigeria?
2. What are the major challenges faced by Deposit Money Banks in financing agriculture?
3. How does bank financing impact agricultural productivity and development in Nigeria?
4. What measures can be adopted to improve the role of Deposit Money Banks in agricultural finance?
1.4 	Objectives of the Study 
The main objective of this study is to examine the roles of Deposit Money Banks in agricultural finance in Nigeria. The specific objectives are to:
1. Assess the extent of financial support provided by Deposit Money Banks to the agricultural sector.
2. Identify the challenges faced by Deposit Money Banks in financing agriculture in Nigeria.
3. Evaluate the impact of bank financing on agricultural productivity and development.
4. Suggest possible measures to enhance the effectiveness of Deposit Money Banks in agricultural finance.
1.5 	Research Hypotheses 
The following hypotheses will be tested in the study: 
H0: Deposit Money Banks do not significantly contribute to agricultural finance in Nigeria. 
H1: Deposit Money Banks significantly contribute to agricultural finance in Nigeria.
H0: Challenges such as high default rates and lack of collateral do not significantly affect agricultural lending by Deposit Money Banks. 
H1: Challenges such as high default rates and lack of collateral significantly affect agricultural lending by Deposit Money Banks.
1.6 	Significance of the Study 
This study is significant to various stakeholders, including policymakers, financial institutions, farmers, and researchers. It will provide insights into the effectiveness of Deposit Money Banks in financing agriculture and highlight areas for policy improvement. Additionally, the findings will be useful for banks in developing better strategies for agricultural lending. For farmers, the study can serve as a guide in understanding how to better access financial services for their agricultural activities.
1.7 	Scope and Limitation of the Study 
This study focuses on the role of Deposit Money Banks in agricultural finance in Nigeria. It will examine financial support trends, challenges, and the impact of bank financing on the agricultural sector. The study will primarily cover the period from 2010 to 2024, analyzing relevant policies, bank lending patterns, and case studies of agricultural financing in Nigeria.
The study faces certain limitations, which include difficulties in obtaining accurate financial data from banks due to confidentiality concerns. Additionally, responses from farmers and bank officials may be influenced by personal biases. Limited access to rural farmers, who are key beneficiaries of agricultural finance, may also impact the comprehensiveness of the study. However, efforts will be made to mitigate these limitations through data triangulation and extensive literature review.
1.8	Definition of Key Terms
· Deposit Money Banks (DMBs): Financial institutions that accept deposits and provide credit facilities to individuals and businesses, including those in the agricultural sector.
· Agricultural Finance: The provision of financial services such as credit, savings, and insurance to support agricultural activities.
· Collateral: Assets pledged by a borrower to secure a loan, which can be seized by the lender in case of default.
· Credit Guarantee Scheme: A government-backed initiative that provides guarantees to financial institutions to encourage lending to priority sectors like agriculture.
· Agricultural Productivity: The measure of the output of agricultural activities relative to input usage, such as land, labor, and capital.
1.9	Organization of the Study 
This study is structured into five chapters. Chapter One provides an introduction to the study, including the background, problem statement, objectives, research questions, significance, scope, limitations, and key definitions. Chapter Two reviews relevant literature on the subject matter. Chapter Three outlines the research methodology, including research design, data collection methods, and analytical techniques. Chapter Four presents the findings and discussions, while Chapter Five summarizes the study, concludes, and provides recommendations.
This chapter has set the foundation for exploring the roles of Deposit Money Banks in agricultural finance in Nigeria. The subsequent chapters will delve deeper into the literature, methodology, findings, and recommendations.






CHAPTER TWO
LITERATURE REVIEW
2.0	Introduction
Agriculture remains a critical sector in Nigeria’s economy, providing employment, food security, and raw materials for industries. However, the growth and productivity of the agricultural sector are often constrained by inadequate financing. Deposit Money Banks (DMBs) play a crucial role in bridging this financial gap by providing credit facilities, loan schemes, and investment funds to farmers and agribusinesses. This chapter examines the concept of agricultural finance, the role of deposit money banks in agricultural financing, challenges faced in agricultural financing, and the impact of bank credit on agricultural development in Nigeria.
2.1	Conceptual Framework
2.1.1	 Concept of Agricultural Finance
Agricultural finance refers to the provision of financial services such as credit, savings, and insurance to support agricultural activities, including production, processing, and marketing. It plays a critical role in enhancing agricultural productivity, improving rural livelihoods, and promoting food security (Olomola, 2017). Agricultural finance encompasses both formal and informal financial sources, with formal institutions including banks, microfinance institutions, and cooperatives, while informal sources include money lenders and cooperative societies. In Nigeria, agricultural finance is essential due to the sector's contribution to employment and economic development. However, access to finance remains a significant challenge for smallholder farmers, limiting their capacity to invest in modern farming techniques (Olawuyi & Adetunji, 2020).
Deposit Money Banks (DMBs) play a crucial role in agricultural finance by providing credit facilities to farmers, agribusinesses, and agro-allied industries. These banks offer short-term, medium-term, and long-term loans to finance agricultural inputs, equipment, and infrastructure (CBN, 2021). The availability of credit from DMBs allows farmers to adopt improved technologies, increase productivity, and enhance efficiency in the agricultural value chain. However, the reluctance of DMBs to lend to the agricultural sector is often attributed to risks such as climate change, price volatility, and poor repayment rates (Eboh, 2019). Consequently, government intervention is often required to encourage these banks to increase lending to agriculture.
One of the major contributions of DMBs to agricultural finance in Nigeria is their involvement in government-initiated agricultural financing programs. For instance, the Agricultural Credit Guarantee Scheme Fund (ACGSF), established in 1977 by the Central Bank of Nigeria (CBN), provides guarantees to banks lending to farmers, thereby reducing the risks associated with agricultural lending (CBN, 2021). Additionally, the Anchor Borrowers’ Programme (ABP), introduced in 2015, facilitates access to credit for smallholder farmers by linking them with processing companies (Nwankwo & Okeke, 2022). These programs have contributed to increased financing in the agricultural sector, although challenges such as bureaucratic bottlenecks and delays in fund disbursement persist.
Despite their contributions, DMBs face several constraints in financing agriculture in Nigeria. High default rates among farmers, inadequate collateral, and lack of proper financial records discourage banks from extending loans to the sector (Adeniran & Yusuf, 2020). Moreover, poor rural banking infrastructure limits the ability of farmers in remote areas to access financial services. The high cost of credit due to interest rates and stringent lending conditions further hinders farmers from securing necessary funding for agricultural expansion (Ojo & Salami, 2018). Addressing these challenges requires innovative financing mechanisms, risk mitigation strategies, and strengthened rural banking networks.
To improve agricultural finance, several policy recommendations have been proposed. Strengthening public-private partnerships in agricultural finance can enhance credit accessibility and reduce lending risks. The adoption of financial technology (FinTech) solutions, such as mobile banking and digital lending platforms, can also bridge the gap between farmers and financial institutions (Uche & Okonkwo, 2021). Additionally, increasing the participation of microfinance banks and cooperative societies in agricultural lending can complement the efforts of DMBs and promote financial inclusion among smallholder farmers. Agricultural finance is vital for the growth and sustainability of Nigeria’s agricultural sector. Deposit Money Banks play a significant role in providing financial resources to farmers, but their impact is constrained by challenges such as credit risks and infrastructural limitations. While government interventions and specialized funding programs have enhanced agricultural financing, more efforts are needed to strengthen the financial ecosystem for agriculture. A combination of policy support, risk management strategies, and technological innovations can improve access to agricultural finance, ultimately fostering economic development and food security in Nigeria.
2.1.2	The Role of Deposit Money Banks in Agricultural Finance
Deposit Money Banks (DMBs) play a crucial role in financing agricultural development in Nigeria by providing credit facilities to farmers and agribusinesses. Agriculture remains a significant sector of Nigeria's economy, contributing to employment and food security. However, limited access to finance has hindered productivity and expansion. DMBs address this challenge by offering various financial products such as short-term and long-term loans, credit guarantees, and investment in agribusiness ventures. According to Ojo (2020), access to bank credit enhances agricultural output and promotes rural development by enabling farmers to invest in improved seeds, fertilizers, and modern equipment.
Furthermore, Deposit Money Banks contribute to agricultural finance through partnerships with government programs and international organizations. Initiatives such as the Agricultural Credit Guarantee Scheme Fund (ACGSF) and the Anchor Borrowers’ Programme (ABP) have facilitated the flow of funds to farmers by reducing credit risk for banks (Central Bank of Nigeria, 2021). Through these programs, DMBs provide concessional loans with lower interest rates and flexible repayment plans, ensuring that smallholder farmers and agribusinesses can access affordable credit. The involvement of banks in these schemes has significantly boosted food production and rural entrepreneurship.
 Deposit Money Banks in Nigeria play a significant role in agricultural financing through various channels. Some of these roles include:
Provision of Agricultural Credit
One of the primary roles of DMBs is to provide credit facilities to farmers and agribusinesses. These credits help farmers purchase seeds, fertilizers, machinery, and other inputs essential for production. According to Eze and Nwankwo (2019), access to bank credit significantly enhances agricultural productivity and expansion.
Implementation of Government Agricultural Policies
DMBs collaborate with the government to implement agricultural policies and financing schemes such as the Agricultural Credit Guarantee Scheme Fund (ACGSF) and the Anchor Borrowers’ Program (CBN, 2021). These initiatives aim to provide farmers with easier access to credit at lower interest rates.
Investment in Agribusiness Development
Apart from providing direct loans to farmers, DMBs invest in agribusiness development by funding agro-processing companies and providing capital for large-scale agricultural projects. As noted by Adebayo and Lawal (2020), banks that invest in agribusiness help create value chains that improve agricultural sustainability and economic stability.
Financial Advisory and Risk Management Services
DMBs offer financial advisory services to farmers on loan management, investment strategies, and risk mitigation. They also provide insurance-backed loans that help farmers cushion the impact of climate change and market fluctuations (Okonkwo et al., 2022).


2.1.3	Challenges of Agricultural Financing by Deposit Money Banks
Agricultural financing by deposit money banks faces several challenges, one of which is the high-risk nature of the agricultural sector. Farming activities are heavily dependent on environmental factors such as weather conditions, pest infestations, and disease outbreaks, which can significantly affect yield and profitability. Due to these uncertainties, deposit money banks perceive lending to farmers as risky, leading to stringent credit conditions and higher interest rates (Olomola & Yaro, 2015). This discourages many smallholder farmers from seeking financial assistance, ultimately limiting agricultural productivity and growth.
Another significant challenge is the issue of inadequate collateral among farmers. Many small-scale farmers lack the tangible assets required by banks as security for loans, making it difficult for them to access credit. In many developing economies, including Nigeria, land ownership documentation is often incomplete or informal, making it difficult for farmers to use their land as collateral (Udoh, 2020). Without proper security for loans, banks are reluctant to extend credit, further exacerbating the financing gap in the agricultural sector.
Despite the critical role of DMBs in agricultural financing, several challenges hinder their effectiveness. Some of these challenges include:
i. High Credit Risk and Loan Default: Agricultural activities are highly vulnerable to risks such as adverse weather conditions, pest infestations, and market price volatility, leading to high loan default rates. According to Uchenna and Adeyemi (2021), the fear of non-repayment discourages banks from lending to farmers.
ii. Collateral Requirement and Credit Accessibility: Most farmers in Nigeria lack the required collateral to secure loans from banks, making it difficult for them to access necessary financing. A study by Ogunleye and Ojo (2020) found that stringent collateral requirements are one of the major impediments to agricultural credit accessibility in Nigeria.
iii. Poor Infrastructure and Financial Inclusion: Limited rural banking infrastructure, poor road networks, and inadequate storage facilities affect the efficient disbursement and utilization of agricultural finance. Oladele and Yusuf (2019) emphasized that improving rural financial infrastructure would enhance agricultural financing and productivity.
2.1.4	Impact of Bank Credit on Agricultural Development in Nigeria
Bank credit plays a crucial role in fostering agricultural development in Nigeria by providing farmers with the necessary financial resources to improve productivity and expand their operations. Access to credit enables farmers to invest in modern farming equipment, high-quality seeds, fertilizers, and irrigation systems, which enhance agricultural output and efficiency (Olomola & Yaro, 2020). Without adequate credit facilities, many smallholder farmers struggle to finance their activities, leading to low yields and food insecurity. The availability of credit, particularly through commercial banks and agricultural development banks, has been identified as a key driver of rural economic growth and food production in Nigeria (CBN, 2021).
Furthermore, bank credit contributes to the expansion of agribusiness by facilitating investments in agro-processing, storage, and distribution systems. The development of agricultural value chains requires significant financial input, which bank loans and credit schemes can provide (Akinola & Adekunle, 2019). With improved access to credit, farmers can reduce post-harvest losses and add value to their produce, thus increasing profitability. However, the challenge of collateral requirements and high-interest rates often limits smallholder farmers from benefiting from bank loans, necessitating policy interventions to make credit more accessible (Olawale & Olayemi, 2022).
The provision of bank credit to the agricultural sector has a significant impact on its development. Some of these impacts include:
Increased Agricultural Productivity: Access to credit enables farmers to adopt modern farming techniques, purchase high-yield crop varieties, and expand farm operations, leading to increased agricultural productivity (Bamidele et al., 2020).
Employment Generation and Rural Development: Agricultural financing supports agribusiness expansion, which in turn creates employment opportunities for rural dwellers. According to the World Bank (2021), increased bank credit to agriculture can reduce rural poverty and drive economic growth.
Food Security and Economic Diversification: A well-financed agricultural sector contributes to food security and helps Nigeria diversify its economy away from oil dependency. Studies by Akinlo and Olufemi (2019) show that increased agricultural funding results in higher food production and export potential.
2.1.5 	Problems Arising from Government Policies
Government policies are formulated with the intension of influencing economic activities. However, some of these polices give rise to ineffective commercial bank lending to the agricultural sector. For instance, government policies in 1979. That restricted the importation of maize and liberalized the importation of frozen chicken has adverse effects of poultry production and pricing of locally produced chicken respectively. This cause a lot of losses to the whose therefore could not meet their commitment to the banks. These less loans were given out by the banks the following year (CBN, 1980).
2.2	THEORETICAL FRAMEWORK
The role of deposit money banks (DMBs) in agricultural financing in Nigeria can be analyzed through various economic and financial theories that highlight the importance of credit availability, financial intermediation, and economic development. The following theories provide a foundation for understanding the contribution of DMBs to agricultural financing:


2.2.1	Financial Intermediation Theory
Financial intermediation theory explains how financial institutions, including deposit money banks, serve as intermediaries between savers and borrowers. This theory, developed by Gurley and Shaw (1960), posits that banks facilitate economic growth by mobilizing savings and channeling them into productive sectors like agriculture. In Nigeria, DMBs provide credit to farmers and agribusinesses, reducing financial constraints and enhancing productivity (Ajibola et al., 2019).
Financial intermediation theory explains how financial institutions, particularly banks, facilitate the efficient allocation of funds from surplus economic units to deficit economic units, thereby promoting economic growth (Scholtens & van Wensveen, 2003). Deposit Money Banks (DMBs) play a crucial role in this process by mobilizing savings and providing credit to various sectors, including agriculture. In Nigeria, where agriculture remains a significant contributor to GDP and employment, the availability of credit through intermediation is essential for improving productivity, enhancing mechanization, and ensuring food security (Ojo, 2010).
One of the key roles of DMBs in agricultural financing is credit provision to farmers and agribusinesses. Access to adequate credit enables farmers to invest in modern inputs such as improved seeds, fertilizers, irrigation systems, and mechanized farming equipment (Ajayi, 2016). However, despite their importance, farmers in Nigeria often face challenges in accessing credit due to stringent lending conditions, lack of collateral, and high-interest rates imposed by banks (Olomola & Yaro, 2015). This has limited the ability of smallholder farmers to expand their production and contribute meaningfully to the economy. Another significant role of DMBs in agricultural financing is risk mitigation through financial instruments such as insurance and credit guarantees. Agricultural production is highly susceptible to risks such as climate change, pest infestations, and price fluctuations. To address these challenges, DMBs collaborate with institutions such as the Nigeria Incentive-Based Risk Sharing System for Agricultural Lending (NIRSAL) to provide guarantees that encourage lending to the agricultural sector (CBN, 2020). These initiatives reduce the risks for banks and enhance farmers’ access to necessary funds.
Deposit Money Banks also contribute to financial inclusion by extending banking services to rural areas where a large percentage of farmers reside. Through the establishment of rural banking networks, mobile banking, and agent banking models, banks help integrate rural farmers into the formal financial system (Adebayo & Arawomo, 2018). Increased financial inclusion enables farmers to access savings accounts, credit facilities, and payment services, ultimately improving their financial management and investment capacity. Furthermore, DMBs facilitate government intervention programs and policies aimed at boosting agricultural financing. The Central Bank of Nigeria (CBN), in collaboration with commercial banks, has implemented various schemes such as the Agricultural Credit Guarantee Scheme Fund (ACGSF) and the Anchor Borrowers’ Programme (ABP) to provide low-interest loans and funding to farmers (CBN, 2021). These initiatives have improved access to credit for small and medium-scale farmers, leading to increased agricultural productivity and rural development.
Despite the significant roles played by DMBs in agricultural financing, several challenges persist, including low bank penetration in rural areas, policy inconsistencies, and farmers' low financial literacy levels. To enhance the effectiveness of financial intermediation in agriculture, there is a need for policy reforms, increased adoption of digital financial services, and more collaboration between banks and government agencies (Eze & Okoye, 2019). Strengthening financial intermediation will ensure sustained agricultural growth and economic development in Nigeria.
2.2.2	Credit Rationing Theory
Credit rationing theory, developed by Stiglitz and Weiss (1981), explains how financial institutions allocate loans when demand exceeds supply. The theory posits that banks may limit credit access to certain borrowers due to information asymmetry and adverse selection. In the context of agricultural financing in Nigeria, credit rationing significantly affects farmers, as deposit money banks (DMBs) often consider them high-risk borrowers due to uncertainties in agricultural production, inadequate collateral, and inconsistent cash flow (Ogunleye & Adeyemi, 2020).
Deposit money banks play a critical role in agricultural financing by mobilizing savings and providing loans to farmers and agribusinesses. However, due to the principles of credit rationing, these banks often impose stringent lending conditions that limit smallholder farmers' access to credit (Ojo, 2019). Many banks prioritize commercial enterprises with lower perceived risks, thus constraining the growth and modernization of Nigeria’s agricultural sector. The reluctance of banks to finance agriculture is often due to weather uncertainties, price volatility, and the perceived inability of farmers to repay loans on time. To mitigate the effects of credit rationing, the Nigerian government has introduced various interventions, such as the Agricultural Credit Guarantee Scheme Fund (ACGSF) and the Anchor Borrowers’ Programme (ABP), which provide guarantees and incentives for banks to extend credit to farmers (CBN, 2022). These initiatives help reduce the risk exposure of DMBs and encourage increased lending to the agricultural sector. However, challenges remain, as banks still apply stringent conditions, including high-interest rates and collateral requirements, making it difficult for many farmers to access financing.
Another significant aspect of credit rationing in agricultural financing is the preference of banks for short-term over long-term loans. Most deposit money banks provide credit facilities with short repayment periods, which may not align with the agricultural production cycle (Olajide & Adebayo, 2021). As a result, farmers struggle with repayment obligations before harvesting and selling their produce. This misalignment discourages investment in capital-intensive and long-term agricultural projects, ultimately affecting productivity and food security. Moreover, financial institutions often rely on traditional risk assessment models that do not adequately consider the unique nature of agricultural financing. The rigid risk evaluation processes of banks contribute to financial exclusion in rural areas, where most smallholder farmers operate. Scholars argue that innovative credit assessment tools, such as credit scoring based on farmers' transaction history and digital lending platforms, could help mitigate credit rationing in the agricultural sector (Akinyemi et al., 2023). By adopting more flexible and inclusive lending criteria, deposit money banks can improve access to agricultural finance and foster sectoral growth.
Credit rationing theory highlights the limitations deposit money banks impose on agricultural financing in Nigeria. While government interventions have sought to address these constraints, significant barriers remain, including high borrowing costs, short loan tenures, and rigid risk assessment frameworks. For agricultural financing to be more effective, there is a need for policy reforms that encourage innovative credit models, risk-sharing mechanisms, and targeted financial support to farmers. This would enable banks to better serve the agricultural sector, thereby promoting economic development and food security in Nigeria.
2.2.3 Schumpeterian Theory of Economic Development
Joseph Schumpeter (1934) emphasized the role of banks in driving economic development by providing credit to entrepreneurs, including those in agriculture. According to this theory, financial institutions, particularly DMBs, enable innovation and technological advancement in the agricultural sector by financing mechanization, irrigation systems, and other modern farming techniques (Oboh & Ajibefun, 2020).
The Schumpeterian Theory of Economic Development emphasizes the crucial role of innovation and entrepreneurship in driving economic growth. According to Schumpeter, economic development is primarily driven by entrepreneurs who introduce innovations that disrupt the status quo and create new opportunities within the economy. These innovations, such as new products, services, or processes, stimulate economic progress by improving productivity, creating jobs, and facilitating investment (Schumpeter, 1934). In the context of agricultural financing in Nigeria, Schumpeter’s theory underscores the importance of financial institutions, particularly deposit money banks, in facilitating innovation through the provision of necessary capital to farmers and agribusinesses for expansion and modernization. Deposit money banks in Nigeria play a critical role in agricultural financing, as they serve as intermediaries between those with surplus funds and those in need of investment capital. By offering loans and credit facilities to farmers, banks enable agricultural enterprises to improve their productivity through investment in modern farming techniques, equipment, and infrastructure (Ogunyemi, 2017). This access to finance is particularly important in a developing country like Nigeria, where agriculture remains a dominant sector but often faces challenges such as inadequate funding and outdated technology. Schumpeter’s theory highlights that the innovation brought about by financial interventions can lead to significant economic development within the agricultural sector.
Schumpeter’s theory also emphasizes the importance of financial institutions in supporting the creative destruction process. In agricultural financing, this process refers to the replacement of traditional, inefficient agricultural practices with innovative techniques that boost productivity and create new economic opportunities. Deposit money banks, through their lending policies, can accelerate this creative destruction by encouraging farmers to adopt advanced farming technologies, such as precision agriculture, that increase output while reducing costs (Ojo, 2018). This transformation is essential for achieving long-term economic growth in Nigeria, especially as the country seeks to diversify its economy away from oil dependency and boost agricultural output for both domestic consumption and export. The role of deposit money banks in financing agriculture aligns with Schumpeter’s concept of capital formation, which emphasizes the importance of investing in sectors that drive economic growth. Agriculture in Nigeria, while crucial to the economy, has historically been underfunded, which limits its growth potential. However, by providing credit to farmers and agribusinesses, deposit money banks facilitate the accumulation of capital, enabling farmers to make long-term investments in land, equipment, and technology (Ogunyemi, 2017). This investment, in turn, allows the agricultural sector to grow and become more competitive, contributing to the overall economic development of Nigeria.
Furthermore, the relationship between deposit money banks and agricultural financing can be seen as a form of institutional innovation. Schumpeter believed that economic development is driven not just by technological innovations, but also by changes in the institutions that facilitate economic transactions. In Nigeria, deposit money banks have increasingly embraced new methods of financing agriculture, such as mobile banking and agricultural bonds, which provide farmers with easier access to capital (Eze, 2019). These innovations align with Schumpeter’s view that economic progress is driven by both technological and institutional innovation, which, when combined, create the foundation for sustainable growth in the agricultural sector.
Finally, Schumpeter’s theory suggests that the interplay between innovation and financial institutions can help overcome barriers to growth in developing economies like Nigeria. Deposit money banks that offer tailored financial products for farmers, such as low-interest loans and credit guarantees, help mitigate risks associated with agriculture, such as fluctuating commodity prices and unpredictable weather patterns (Adeola & Adebayo, 2018). These innovations in financial products not only empower farmers but also contribute to the broader economic development of Nigeria by fostering a resilient and productive agricultural sector that can withstand challenges and contribute to national prosperity.
2.3	Empirical Review
A research by Akinola and Ayobami (2021) examined the contributions of Nigerian banks in facilitating agricultural financing and their effects on the growth and development of the agricultural sector. The research sought to identify the barriers faced by banks in providing adequate financial support to the agriculture sector and how these challenges affect economic performance.
The study was grounded in the Financial Intermediation Theory, which highlights the essential role of financial intermediaries in connecting savers with borrowers, thereby facilitating economic development. The theory suggests that by providing credit to farmers, banks help stimulate agricultural productivity and, consequently, economic growth. This framework helped assess how Deposit Money Banks (DMBs) perform their intermediary function in Nigeria’s agricultural sector, especially in rural areas where access to financing is limited. The study employed a mixed-methods approach combining both qualitative and quantitative research designs. The quantitative aspect involved the analysis of secondary data from Central Bank of Nigeria (CBN) reports and bank loan data from a selection of DMBs over a 10-year period. The qualitative part involved in-depth interviews with bank managers, agricultural sector stakeholders, and policymakers to understand the challenges in providing agricultural finance.
The study found that while DMBs have contributed to agricultural financing, their efforts remain insufficient due to various challenges, including the high-risk perception of lending to farmers, the lack of collateral, and poor loan recovery mechanisms. The research also indicated that the agricultural sector's financing needs far exceed what banks are currently providing, and that policy interventions are needed to mitigate these challenges. Furthermore, it was found that most agricultural loans are concentrated in large-scale commercial farming, leaving smallholder farmers underfunded.
The study recommended that Nigerian banks increase their efforts to provide agricultural loans, particularly to smallholder farmers, through tailored financial products with lower interest rates and flexible repayment terms. They suggested greater collaboration between the government and DMBs to reduce the risks associated with agricultural loans, possibly through government-backed guarantees. Additionally, the study recommended improving financial literacy among farmers and creating more accessible credit facilities for rural areas. The findings of Akinola and Ayobami (2021) are relevant to the current study on the role of deposit money banks in financing agriculture in Nigeria as both studies explore the challenges faced by banks in this sector. While the earlier research highlights barriers such as high-risk perceptions and inadequate policy support, the current study aims to explore potential solutions and alternative financial mechanisms to improve agricultural financing. Both studies share the goal of enhancing agricultural productivity and addressing food security challenges in Nigeria.
Asabia (2012), said that bank were not encourage to grant agricultural loans as a result of numerous contraing agricultural lending, such problem were identified by him as high rate of loan delinquency arising largely from deliberate refusal to pay back loans. He stated that some farmers open accounts in other names with the proceeds of them agricultural income "according to him this problem is further aggravated by the difficulties facing the farmer themselves which include crop failure as a result of poor weather, death of livestock resulting from epidemics and inconsistent government agricultural policies which often affect production adversely.
Garba (2017), observed that lending to agricultural sector by trading banks has been characterized by apathy over the years, compared to other sectors of the economy. He stressed further that the reasons generally given for the apathy include: the long gestation period and high risk involved in most agricultural enterprises, high cost of lending to agriculture, difficulties associated with loan recovery, law interest rates diversion of loan and increasing incidence of loan defaults. However, he also observed that inspite of the problem and risks involved in agricultural lending, the level of bank loans to agriculture has been raising both in fulfillment of Central Bank of Nigeria directives and as a result of effects by the bank themselves too help in the development of the economy.
Adeniyi (2019) said there are a variant of sources of found for agriculture which come analyst have classified in a number of way former and informal, non-institutional and institutional, public and private, internal and external etc. but when we talk of institutional via-arise non-institutional sources of funds, we are trying to draw a line between found obtained from bank, non-bank government sponsored agencies and the co-operative system on the hand, and those obtained from unorganized group on the other. Also classification of fund sources into internal and external implies distinguishing between funds provided by sponsors of a project and of un-located funds generated by the project from previous operation on one hand and funds' sourced" from outside the project on the other. 

CHAPTER THREE
METHODOLOGY
3.0 	Introduction
This chapter outlines the research methodology employed in investigating the roles of deposit money banks in agricultural financing in Nigeria, with a specific case study of First Bank of Nigeria Plc. It presents the research design, population, sampling technique, data collection methods, and data analysis procedures.
3.1 	Research Design
This study adopts a descriptive research design. The descriptive research design was chosen because it allows for the collection of both qualitative and quantitative data regarding the roles of deposit money banks, particularly First Bank of Nigeria Plc, in agricultural financing. The descriptive approach will provide a detailed understanding of how First Bank has contributed to agricultural financing and the challenges involved.
3.2 	Population of the Study
The population of the study comprises all deposit money banks in Nigeria, with a focus on First Bank of Nigeria Plc, which has been actively involved in agricultural financing. The study will examine the bank’s agricultural financing policies, programs, and loan disbursements over the past decade.
The target population for this study includes:
· Employees of First Bank of Nigeria Plc in the agricultural financing unit.
· Agricultural loan beneficiaries in the regions where First Bank operates.
· Officials of regulatory bodies such as the Central Bank of Nigeria (CBN) and Nigerian Agricultural Insurance Corporation (NAIC) who oversee agricultural financing policies.
A total of 50 respondents will be sampled, including:
· 30 employees of First Bank in departments related to agricultural financing.
· 10 beneficiaries of agricultural loans from First Bank in various regions.
· 10 officials from regulatory bodies involved in agricultural financing.
The selection of respondents will be based on their experience and direct involvement with agricultural financing programs.
3.3 	Sample Size and Sampling Techniques
To obtain relevant data, the study will use a purposive sampling technique to select respondents who are knowledgeable about agricultural financing practices within the bank. 
The Taro Yamane formula is used to calculate sample size from a population, not the population itself. Here's the formula:

n = 		N
     	      1 + N(e)2
Where:  
-n = sample size  
 N = population size  
e = margin of error (in decimal form, e.g., 0.05 for 5%)  
n=		50
1+50(0.05)2
n=		50
1+50(0.0025)
n=		50
1+0.125
n=		50
1.125
n=	44.44		
Since sample size is typically rounded to the nearest whole number, the sample size is approximately 44.
3.4	Data Collection Methods
The data collection for this study will involve both primary and secondary data sources.
Primary Data
Primary data will be gathered through:
· Questionnaire: Structured questionnaires will be administered to employees of First Bank and agricultural loan beneficiaries. The questionnaire will contain both closed and open-ended questions that explore the roles of deposit money banks in agricultural financing, including specific policies and initiatives by First Bank.
· Interviews: In-depth interviews will be conducted with key officials at First Bank's agricultural financing department, as well as selected beneficiaries, to gain qualitative insights into the impact of these financing schemes.
Secondary Data
Secondary data will be sourced from:
· Bank records and reports: These will include data on agricultural loans granted by First Bank, including the types of loans, amounts disbursed, repayment terms, and interest rates.
· Government publications and reports: The Central Bank of Nigeria’s annual reports, policies on agricultural financing, and First Bank’s published materials will provide useful secondary data for the study.
3.5	Data Analysis Techniques
The quantitative data from the questionnaire will be analyzed using descriptive statistics, including percentages, frequencies, and tables. This will allow for a clear representation of the roles of deposit money banks, especially First Bank, in agricultural financing.





CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.1	Data Presentation 
	This chapter brings into light the analysis of the various represent on the role of deposit money banks on agricultural financing in Nigeria.
	The information contain in this chapter is details of data collected through the use of questionnaires. 
	The work of research is incomplete if the result have not been analysis and interpreted to the people which may be involved in decision making.
	For the purpose of this study the simple average system and the chi square method is used to analysis the response of the respondent to the questionnaire simple average system and chi square method is used when we need to compare an actual (Observed) distribution against the hypothesized (expected) distribution the choice of this method is based on its reliability which is also referred to as “goodness of fit.
4.2	Data Presentation, Analysis and Interpretation
	This section of the project consist of the analysis simple average system will be used to analysis the response of respondent to the questionnaire with respect to role of deposit money in agricultural financing.
Table 1: Distribution Of Respondent By Age
	Age
	No of Respondent 
	Percentage %

	21-30
	20
	45

	31-40
	14
	32

	41-50
	5
	11

	51-60
	5
	11

	Total
	44
	100


Source: Field Survey 2025
This table shows that about sixty seven percent (45%) are between the age of (21-30%) and (Twenty two percentage (32%) are between the age of (31-40%) and thirty three percent (11%) between the age of (41-50%) and twenty eight percent (11%) and are between age of (51.60).
Table 2: Distribution Of Respondent By Sex
	Sex
	No of Respondent 
	Percentage %

	Male 
	30
	68

	Female
	14
	32

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 68% percent of the respondents are male while about 32% of the percent respondents are female of the staff. These shows that male dominate the sample of the population of first Bank Plc unity branch.
Table 3: Distribution Of Respondent By Marital Status
	Sex
	No of Respondent 
	Percentage %

	Single 
	14
	32

	Married
	30
	68

	Total
	44
	100


Source: Field Survey 2025
This illustration above shows that about forty four percent (32%) of the staff are single while fifty six percent (68%) of the staff are married.
Table 4: Distribution Of Respondent By Education Qualification
	Sex
	No of Respondent 
	Percentage %

	NCE/ND
	10
	23

	BA/BSC/HND
	14
	32

	MA/MSC/MBA
	20
	45

	Total
	44
	100


Source: Field Survey 2025
	This illustration above shows that about fifty percent of (23%) of staff are Higher National Diploma (HND) and University graduates while about thirty three percent (32%) are NCE/ND holder master degree graduate are seventeen percent (45%) of the Staff.
Table 5: Have you ever obtained a loan from a deposit money bank for agricultural purposes?  
	Option
	No of Respondent 
	Percentage %

	Yes 
	10
	23

	No 
	34
	77

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 23% percent said yes while about 77% percent said no. These shows that majority of people did not obtain loan from deposit money bank.
Table 6: What is the major source of agricultural financing for you?  
	Option
	No of Respondent 
	Percentage %

	Personal savings
	5
	11

	Deposit money banks
	24
	55

	Cooperatives
	5
	11

	Government grants
	10
	23

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 11% percent obtained loan from personal saving, 55% of the respondents obtained loan from deposit money bank, 11% of the respondents of the respondents obtained from cooperatives while 23% percent of the respondents obtained loan from government grants. These shows that majority of respondents obtain loan from deposit money bank.
Table 7: How accessible are deposit money bank loans for farmers?  
	Option
	No of Respondent 
	Percentage %

	Very accessible
	34
	78

	Moderately accessible
	5
	11

	Not accessible
	5
	11

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 78% percent very accessible, 11% of the respondents Moderately accessible, while 11% percent of the respondents Not accessible. These shows that majority of respondents very accessible to obtain loan from deposit money bank.
Table 8: What are the major challenges in accessing loans from deposit money banks?  
	Option
	No of Respondent 
	Percentage %

	High-interest rates
	34
	78

	Collateral requirements
	5
	11

	Bureaucratic processes
	5
	11

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 78% percent of the respondents High-interest rates, 11% of the respondents Collateral requirements, while 11% percent of the respondents Bureaucratic processes. These show that majority of respondents facing High-interest rates as challenges in accessing loan from deposit money bank.

Table 9: Do you think deposit money banks contribute significantly to agricultural development in Nigeria  
	Option
	No of Respondent 
	Percentage %

	Strongly agree
	24
	55

	Agree
	5
	11

	Neutral
	5
	11

	Disagree
	10
	23

	Strongly disagree
	-
	-

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 55% percent Strongly agree, 11% of the respondents agree, 11% of the respondents of the respondents are Neutral while 23% percent of the respondents Disagree. These shows that majority of respondents agreed that deposit money banks contribute significantly to agricultural development in Nigeria.
Table 10: How would you rate the impact of deposit money banks on agricultural productivity?  
	Option
	No of Respondent 
	Percentage %

	Very high
	24
	55

	High
	5
	11

	Moderate
	5
	11

	Low
	10
	23

	Very low
	-
	-

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 55% percent of the respondents Very high, 11% of the respondents high, 11% of the respondents of the respondents Moderate while 23% percent of the respondents Low. These shows that majority of respondents rate the impact of deposit money banks on agricultural productivity very high.
Table 11: Do you think deposit money banks provide adequate financial advisory services to farmers?  
	Option
	No of Respondent 
	Percentage %

	Yes 
	34
	77

	No 
	10
	23

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 77% percent said yes while about 23% percent said no. These shows that deposit money banks provide adequate financial advisory services to farmers.
Table 12: What type of financial products from deposit money banks would benefit farmers the most?  
	Option
	No of Respondent 
	Percentage %

	Soft loans with low-interest rates
	34
	78

	Agricultural insurance
	5
	11

	Long-term credit facilities
	5
	11

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 78% percent of the respondents indicate Soft loans with low-interest rates, 11% of the respondents indicate Agricultural insurance, while 11% percent of the respondents indicate Long-term credit facilities. These show that Soft loans with low-interest rates as been the financial products from deposit money bank will benefit farmers the most.
Table 13: Do you think government policies influence the willingness of deposit money banks to finance agriculture?  
	Option
	No of Respondent 
	Percentage %

	Yes 
	34
	77

	No 
	10
	23

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 77% percent said yes while about 23% percent said no. These shows that government policies influence the willingness of deposit money banks to finance agriculture. 
Table 14: What type of agricultural financing services do you receive from deposit money banks? 
	Option
	No of Respondent 
	Percentage %

	Short-term loans
	24
	55

	Medium-term loans
	5
	11

	Long-term loans
	5
	11

	Equipment leasing
	10
	23

	Agricultural advisory services
	-
	-

	Total
	44
	100


Source: Field Survey 2025
The table above shows that about 55% percent of the respondents indicate Short-term loans, 11% of the respondents indicate Medium-term loans, 11% of the respondents indicate Long-term loans while 23% percent of the respondents indicate Low. These shows that majority of respondents rate the impact of deposit money banks on agricultural productivity very high.
Data Interpretation
Given the value of observed frequency in a two table as follow. 
	Question 
	Yes 
	No 
	Total 

	3
	20A
	30B
	50

	4
	C 
	50
	50

	
	20
	80
	100



Fe(a) = 20 x 50 = 10 
	     100
Fe(b) = 80 x 50 = 40
	     100
Fe(c) = 20 x 50 = 10 
	     100
Fe(d) = 80 x 50 = 40
	     100
	
	Fo 
	Fe 
	Fo-fe 
	(fo-fe)2
	(fo-fe)2
    Fe 

	A
	20
	10
	10
	100
	10

	B
	30
	40
	-10
	100
	2.5

	C
	-
	10
	-10
	100
	10

	D
	50
	40
	10
	100
	2.2

	
	
	
	
	
	25.0


Assuming 5% level of significant i.e 0.05 
The degree of freedom 
DF = (r-1) (c-1)
     = 1 x 1 = 1
	Question 
	Yes 
	No 
	Total 

	7
	10A
	40B
	50

	8
	50C
	0
	50

	
	60
	40
	100


Fe(a) = 60 x 50 = 30 
	     100
Fe(b) = 40 x 50 = 20
	     100
Fe(c) = 40 x 50 = 20 
	     100
	
	Fo 
	Fe 
	Fo-fe 
	(fo-fe)2
	(fo-fe)2
    Fe 

	A
	10
	30
	-20
	400
	13.3

	B
	40
	20
	20
	400
	20

	C
	50
	30
	20
	400
	13.3

	D
	0
	20
	-20
	400
	20

	
	
	
	
	
	66.8


Assuming 5% level of significant i.e 0.05 
The degree of freedom 
DF = (r-1) (c-1)
 R  = 2, C = 2
= (2-1) (2-1)
= 1 x 1 = 1 
:  - x 0.05
The value is 3.841 
Since the calculated value (X2) = 66.8 greater than the table value therefore the rejection of the null hypothesis and acceptance of the alternative hypothesis i.e there is need for financial agriculture lending to economic development and be able to meet population need in Nigeria. 
	Question 
	Yes 
	No 
	Total 

	3B
	A
	B50
	50

	4B
	C33
	D17
	50

	
	33
	67
	100


Fe(a) = 60 x 50 = 30 
	     100
Fe(b) = 40 x 50 = 20
	     100
Fe(c) = 40 x 50 = 20 
	     100
	
	Frequency observe  
	Frequency expected  
	Fo-fe 
	(fo-fe)2
	(fo-fe)2
    Fe 

	A
	10
	30
	-20
	400
	13.3

	B
	40
	20
	20
	400
	20

	C
	50
	30
	20
	400
	13.3

	D
	0
	20
	-20
	400
	20

	
	
	
	
	
	66.8


Assuming 5% level of significant i.e 0.05 
The degree of freedom 
DF = (r-1) (c-1)
 R  = 2, C = 2
= (2-1) (2-1)
= 1 x 1 = 1 
The value is 3.841 
Since the calculated value (X2) = 66.8 greater than the table value therefore the rejection of the null hypothesis and acceptance of the alternative hypothesis i.e there is need for financial agriculture lending to economic development and be able to meet population need in Nigeria.
4.3	TEST OF HYPOTHESES
A lot of hypothesis is a rule that specific for reach possible set of values of observation whether to accept or reject the null hypothesis 10 should these particular value be observed. It is therefore dividend to two namely
i. Those for which the H0 will be rejected, the acceptance.
ii. Those for which H0 will be rejected, the rejection region square test is use and the formula for chi-square (X2) in 
Where 	X2 = Chi-square
		O = Observed Frequency
		E = Expected Frequency
		∑ = Summation of
HYPOTHESES FORMULATION
Hypothesis Tested
H0: Deposit Money Banks do not significantly contribute to agricultural finance in Nigeria. 
H1: Deposit Money Banks significantly contribute to agricultural finance in Nigeria.
TABLE 4.4.1 DISTRIBUTION OF OBSERVED FREQUENCY
	
	YES
	NO
	TOTAL

	Small scale
	14
	2
	16

	Medium scale
	10
	4
	14

	Large scale
	10
	4
	14

	Total
	34
	10
	44



Calculation of observed frequencies for further calculation of expected frequency.
 
Small scale yes 1, =  
		 = 10.7
Medium scale Yes 2, =  
		            = 3.3
Table 4.4.2 Calculation of observation and expected 
	Frequencies
	FO
	FE
	FO – FE
	FOFE
	(FO-FE)2/FE

	Small scale yes
	12
	10.7
	1.3
	1.69
	0.179

	Medium scale yes
	2
	3.3
	1.3
	1.69
	0.572

	Large scale
	10
	10.7
	-0.7
	0.49
	0.048

	Small scale 
	4
	3.3
	0.7
	0.49
	0.148

	Medium scale no
	10
	10.7
	-0.7
	0.49
	0.045

	Large scale
	4
	3.3
	1
	1.69
	0.572

	
	
	
	
	
	1.444


Source: Research Survey, 2023
DF = (R – 1) (C – 1)
(3 – 1) (2 – 1)
2 X 1 = 2
Taking a 1% 0.01 level of significance. The value from the chi-square


 (
0.1.444
Acceptance region rejected region
9.21
9.21
)










Figure 4.4.1: Showing the acceptance or rejection region under a normal curve distribution.
DECISION RULE
From the calculation, it can be refers that the (Ho) null hypothesis should be accepted based on the fact that the calculated value of X (1.444) fall within the acceptance region while the (Hi) alternative hypothesis should be rejected. The Central Bank of Nigeria (CBN) which is the apex of other banks, has played a vital role in agricultural development through credit indelmes to banks development of agriculture rural credit guarantee scheme fund (ACGSF) rural banking scheme Nigeria agricultural and operative bank (NACB) to mention just a few. In the case of Union bank of Nigeria Plc. Ilorin it has been fund that bank is reluctance include high risk of defaults consequent on risk and certainly inherent in agricultural the level of lending of the loan to agricultural sector does not compare favourable with the level of lending to other sector of the economy.
Also, where the loan and advance are granted, they are majority on short-term basis and the period is not always enough for the farmers to be able to realize their goals.
It was also discovered that the credit policy of the bank does not favour the agricultural financing and thus needs a review for the benefit of those who engage in agricultural business to be able to take agricultural as a full time business.
4.4 	DISCUSSION OF FINDINGS
The study on the roles of deposit money banks in agricultural financing in Nigeria, using First Bank as a case study, revealed that these banks play a crucial role in providing credit facilities to farmers and agribusinesses. The findings indicate that First Bank has developed various loan products tailored for agricultural purposes, including the Agricultural Credit Guarantee Scheme Fund (ACGSF) and other specialized financing options. However, despite these efforts, access to credit remains a significant challenge due to stringent loan requirements, high-interest rates, and collateral demands that many small-scale farmers struggle to meet.
Additionally, the study found that First Bank collaborates with government agencies and international organizations to enhance agricultural financing. The bank participates in intervention programs such as the Anchor Borrowers' Program and the Commercial Agriculture Credit Scheme, which aim to support farmers with subsidized loans. However, the effectiveness of these programs is sometimes hindered by bureaucratic bottlenecks, delays in fund disbursement, and inadequate monitoring, which affects loan utilization and repayment.
Moreover, the findings highlight the impact of agricultural financing on productivity and economic development. Farmers who successfully accessed loans from First Bank reported improved yields, expansion of farmland, and increased mechanization, leading to higher profitability. This suggests that deposit money banks significantly contribute to the growth of Nigeria’s agricultural sector. However, challenges such as poor infrastructure, inconsistent government policies, and climate-related risks continue to affect the sustainability of agricultural financing.
The study also found that First Bank employs risk management strategies to mitigate loan defaults in the agricultural sector. These include credit risk assessments, partnerships with insurance firms for agricultural insurance, and financial literacy programs for farmers. While these measures have improved loan recovery rates, some farmers still default due to market price fluctuations, natural disasters, and a lack of technical knowledge on efficient farm management.
The study confirms that deposit money banks like First Bank play an essential role in agricultural financing in Nigeria. While their efforts have facilitated agricultural growth, various challenges persist, requiring further intervention from both the government and financial institutions. Strengthening risk management practices, improving loan accessibility, and enhancing policy implementation would help maximize the benefits of agricultural financing and ensure sustainable development in Nigeria’s agricultural sector.
Moreso, a reduced interest rate should be fined by the central bank of Nigeria (CBN) government so that many people can be encouraged to invest in an agriculture. 
· Agricultural expert should be consulted from time to provide training and enlightenment avenue to farmers so that investment in agricultural can be secured in the long run.
· The government should assist in reducing the burden being borne by the farmers in some case by subsidizing agricultural implement and other national needed for agricultural development, farmer should constitute themselves into association cooperative societies and assist credit facilities from commercial banks and other agricultural banks.
· The bank customer (farmers) should display utmost honestly by meeting up with their contractual agreement and ensure prompt refund of loans obtained, to encourage commercial banks to participate move in agricultural financing.




CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	Summary
	From the information about this study, the agricultural credit guarantee scheme fund has a tripartite involvement of the Nigeria government through the Central Bank of Nigeria as the management agent under the ministry of finance the banks in this case the deposit money banks and the farmer’s i.e borrowers.
	This study noted that all these organs must be proactive to deal with the changing attitudes of the customers/beneficiaries of the loan.
	The beneficiaries should recognize the practice and advantages of accumulated saving which is often allowed to group when existing facilities are not fully adjusted.
	This can help the banks to hope that the loan will be paid and usher sustainability of bank and customer friendly relationship. The scheme should  put more commitments is implementing vigorously the policy of granting loan by purpose so that those segments of the nations agricultural products that are targeted for improved productive will be achieved introduction journal of business.
5.2	Conclusion 
	From the statistical computation, analysis findings of the test carried out, it shows that the joint action of Deposit money banks credit to the agricultural sector agricultural credit guarantee loan by government financial allocation to agricultural sector and agricultural product price are significant factors that can influence agricultural production in Nigeria. 
Deposited money banks credit to agricultural sector for the period 1984 to2007 has no significant positive impact on agricultural production in Nigeria. Deposit money banks credit to agricultural sector for the period 1984 to 2007 has no significant positive impact on agriculture productivity in Nigeria.
	Agricultural scheme loan has led to a significant positive growth in agricultural productivity in Nigeria.
	Government fund allocation to the agricultural sectors has led to a significant positive impact on agricultural productivity.
5.3	Recommendations
	The role of banks in financing the agricultural sectors in Nigeria is still limited, hence the increase indirect intervention funding in the industrial sector. 
· First Bank should increase its agricultural loan portfolio by introducing more farmer-friendly credit schemes with lower interest rates and flexible repayment terms to support smallholder and commercial farmers.
· The bank should strengthen partnerships with government agencies such as the Central Bank of Nigeria (CBN) and the Bank of Agriculture (BOA) to leverage intervention funds like the Anchor Borrowers’ Programme and Agricultural Credit Guarantee Scheme Fund (ACGSF).
· First Bank should enhance financial literacy and banking access for rural farmers by expanding branch networks, mobile banking services, and agent banking in remote areas to facilitate easy access to funds.
· The bank should design loan products tailored to the specific needs of different agricultural sectors, such as livestock, fisheries, and crop production, ensuring that funding aligns with farming cycles.
· Bank should collaborate with insurance companies to integrate agricultural insurance into loan packages, protecting farmers from losses due to climate change and other uncertainties.
· The bank should leverage financial technology (FinTech) solutions such as digital lending platforms, credit scoring models for farmers, and blockchain-based transaction tracking to enhance efficiency in loan disbursement and monitoring.
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· Have you ever obtained a loan from a deposit money bank for agricultural purposes?  
Yes (      ) 	No (    ) 
· What is the major source of agricultural financing for you?  
Personal savings (    )	Deposit money banks (     ) Cooperatives (     ) Government grants (     )	  
· How accessible are deposit money bank loans for farmers?  
   	Very accessible (     ) Moderately accessible (    ) Not accessible (     )  
· What are the major challenges in accessing loans from deposit money banks?  
High-interest rates (    ) Collateral requirements (    ) Bureaucratic processes (     )  
· Do you think deposit money banks contribute significantly to agricultural development in Nigeria?  
Strongly agree (     ) Agree (    ) Neutral (     ) Disagree (    ) Strongly disagree (    )  
· How would you rate the impact of deposit money banks on agricultural productivity?  
 Very high (    ) High (   ) Moderate (    ) Low (    ) Very low (     ) 
· Do you think deposit money banks provide adequate financial advisory services to farmers?  
Yes (      ) 	No (    ) 
· What type of financial products from deposit money banks would benefit farmers the most?  
Soft loans with low-interest rates (    ) Agricultural insurance (    ) Long-term credit facilities (     )  
· Do you think government policies influence the willingness of deposit money banks to finance agriculture?  
Yes (      ) 	No (    ) 
· What type of agricultural financing services do you receive from deposit money banks? 
Short-term loans (   ) Medium-term loans (     ) Long-term loans (    ) Equipment leasing (    ) Agricultural advisory services (    )

44

