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Abstract  
Despite recent growth 

record that placed 

Nigeria as leading 

economy in Africa, the 

disproportionately 

lower share of 

investment in 

agricultural sector has 

further widened the 

productivity gap with her 

non-agro sector. While 

productivity in the non- 
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INTRODUCTION  

  Inclusive growth is a 

growth process that 

leads to an expansion in 

the size of the economy, 

while leveling the 

playing field for 

investment and 

increasing productive 

employment 

opportunities 

(Lanchovichina and 

Lundstrom 2009). It 

implies more than mere 

increase in income. It 

covers growth in the 

income of the poor, 

improvement in human 

well-being such as 

quality of growth, access 

to water, food, shelter 

and health facilities are 

necessary 

considerations 

(Commission on Growth 

and Development, 

2008).It is an economic 

growth which results in a 

wider access to 

sustainable 

socioeconomic 

opportunities by the 

majority of people, while 

protecting the 

vulnerable, in an  

Keywords:  Inclusive 

Growth, Structural 

Transformation, 

Agricultural Value 

Chain, Industrial 

Sector, Service Sector. 
 



 
INTERNATIONAL JOURNAL OF AFRICAN SUSTAINABLE DEVELOPMENT 

(VOL. 12 NO.2) JUNE, 2020 EDITIONS 
 

 
  
 

357 

agricultural sector relied 

on the lottery of 

international demand for 

crude oil in the oil-rich 

economy, the spread of 

cultivable land and share 

of labour force 

underscore agricultural 

sector as a critical value 

chain for sustainable 

development and 

inclusive growth in 

Nigeria.. Against this 

background, this paper 

examines the implication 

of structural 

transformation and 

growth of agricultural 

value chain on inlusive 

growth in Nigeria. The 

study based on 

descriptive research 

design utilized annual 

time series data sourced 

from the World Bank 

Development Index 

(WDI) covering the 

period of 1981 to 2016. In 

the estimation, as a 

preliminary test, the 

Jarque-Bera Normality 

test, line graph trend 

analysis, and unit root test 

conducted while the Fully 

Modified Ordinary Least 

Squares (FMOLS) 

cointegration approach 

was employed for the 

estimation. The result 

showed that agricultural 

value added 

(𝛽=0.574882, 

t=2.593721, p<0.05) and 

share of industry in GDP 

(𝛽=1.016223, 

t=3.012330, p<0.05) 

exert a significant positive 

effect on inclusive growth 

in Nigeria. The share of 

service in GDP (𝛽=-

0.263952, t=-1.009677, 

p>0.05) showed an 

insignificant negative 

effect on inclusive growth 

in Nigeria. The study 

concluded that movement 

of labour from agriculture 

to industry in Nigeria 

contributes positively to 

inclusive growth while 

the movement of labour 

to the services sector does 

not favour inclusive 

growth in Nigeria. 

Therefore, government 

should create artificial 

barrier to the movement 

of labour force to the 

service sector and 

encourage employment in 

both the industrial and 

agricultural sectors to 

achieve high level of 

inclusive growth.. 

 
 

Introduction 

nvironment of fairness and equality (Dudin, 2017).Development of the 

primary sector is central to the achievement off inclusive growth and 

structural transformation. Hence, disruption of the process of structural 

transformation can have far-reaching consequences on sustained economic growth 

and development, and, poverty reduction (Naiya, 2013). 

Structural transformation (ST) reflects changes in the relative contributions of 

agriculture, services, and manufacturing in an economy (Omamo, Benfica, Brooks & 

David, 2016). Since inclusive growth involves shifting resources from low to high 

productivity sectors, it implies that inclusive growthis a process of structural 

Transformation which generally involves improvements in technology and 

innovation, institution, human resource development and all changes that lead to 

increase in levels of productivity in economic activities (Naiya, 2013). Structural 

e 
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transformation is the movement of labour from low-productivity to high-

productivity sectors (Sen, 2016). It refers to change in the dominance of the 

traditional sector to a more active role of the modern sectors in the productive 

activities of the economy. In other words, it involves changing the economy from 

relying more on traditional (agricultural) sector to modern (industrial and services) 

sectors in terms of output and Employment (Naiya, 2013).  

Agriculture plays a critical role in promoting inclusive growth by stimulating 

economic growth, reducing poverty, and creating employment for a large number of 

people (Oboh & Adeleke, 2016).Agriculture provides unique services to the society. 

It serves as an economic activity; a source of livelihood (providing food to the 

population); and as a provider of environmental services (Naiya, 2013). Increased 

agricultural productivity is necessary for providing food, labor, and even savings to 

fast-track the process of urbanization and industrialization. A sustained agricultural 

growth helps to raise labor productivity in the rural economy, pulls up wages, and 

gradually reduces the prevalence of abject poverty. At the same time, the process 

also results in agriculture’s diminishing contribution to the overall economy (Oboh 

& Adeleke, 2016). 

Inclusive growth is an outcome of two independent sets of factors – one, which 

influences the demand for labor in high-productivity sectors, and the other which 

influences the supply of labor from lowproductivity sectors. The greater the demand 

for labour in high-productivity sectors and the greater the ease in which labor from 

low-productivity sectors can move to the high-productivity sectors, the faster is the 

pace of structural transformation (Sen, 2016). Thus, agriculture has been identified 

as a critical sector with huge potential forpromoting inclusive growth by stimulating 

economic growth, reducing poverty, and creatingemployment for a large number of 

people in developing countries(Oboh & Adeleke, 2016). 

Rapid agricultural growth based on sustained productivity increase has been widely 

accepted asan essential requirement for achieving inclusive growth (Briones, 2013). 

This is premised on therole of agriculture in the process of structural 

transformation(Oboh & Adeleke, 2016).High agricultural productivity is regarded as 

a necessary condition for the start of industrialization and modern economic growth. 

Meanwhile, low agricultural productivity is considered responsible for part of the 

huge cross-country differences in the size of the agricultural sector and the level of 

per capita income (Teignier, 2012).A dynamic agriculture raises labour productivity 

in the ruraleconomy, pulls up wages, and gradually eliminates the worst dimensions 

of absolute poverty. Agricultural development may also leads to a decline in the 

relative importance ofagriculture to the overall economy, as the industrial and 

service sectors grow even morerapidly, partly through stimulus from a modernizing 

agriculture and migration of rural workersto urban jobs (Timmer & Akkus, 2008). 
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On the other end, the movement of workers from such low-productivity activities to 

high-productivity sectors such as manufacturing and some components of services 

lead to an increase in overall productivity and incomes (Duarte and Restuccia 2010). 

Experiences of many developing countries including Nigeria have indicated that 

economicgrowth in the last two decades has been largely inequitable, non-inclusive 

and jobless in nature.Despite recent growth record that placed it as leading economy 

in Africa, the disproportionately lower share of investment in agricultural sector has 

further widened the productivity gap with non-agricultural sector in Nigeria. While 

productivity in the non-agricultural sector relied on the lottery of international 

demand for crude oil in the oil-rich economy, the spread of cultivable land and share 

of labour force underscore agricultural sector as a critical value chain for sustainable 

development and inclusive growth in Nigeria. In Nigeria, there isa large and 

untapped agricultural resource, which presents opportunities forinvestments and 

employment, particularly for the growing unemployed youth and women (Oboh & 

Adeleke, 2016).Several factor such as virtual neglect of agricultural sector, poor 

access to modern inputs and technology, and lack of optimum credit supply and low 

agricultural investment finance accounted  for the poor performance of the 

agricultural sector in Nigeria(Adesoye, Adelowokan., Maku & Salau, Shakirat, 

2018).Meanwhile, the robust growth recorded over the past decade in Nigeriahas 

not translatedsufficiently into enhanced living standards, job opportunities and 

improved human outcomes.The current insecurity challenges can also be attributed 

to regional inequalities resulting from longabsence or lack of economic opportunities 

as well as weak educational and health-care systems(UNDP, 2009).Many agricultural 

policies have also been ineffective, either because they have been misguided, or 

because their impacts have been swamped by macroeconomic policies affecting 

inflation, exchange rates, and the cost of capital (Ehui &Tsigas, 2013). 

 

Objectives of the Study 

The broad objective of this study is to examine the implication of structural 

transformation and growth of agricultural value chain on inclusive growth in Nigeria. 

The specific objectives are to: 

i. Examine the trend in agricultural value added,  share of non-agriculture in the 

Gross Domestic Product and inclusive growth in Nigeria 

ii. Investigate the effect of agricultural value added on inclusive growth in Nigeria. 

iii. Evaluate the effect of structural transformationon inclusive growth in Nigeria. 

 

Research Hypotheses 

This study makes a concerted effort to test the following hypotheses raised in line 

with the broad objective. 
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H01: Agricultural value added does not have a significant effect on inclusive growth 

in Nigeria. 

H02: Structural transformation does not have a significant effect on inclusive growth 

in Nigeria. 

 

Scope of the study 

This study based on country specific analysis focused attention on the implication of 

structural transformation and growth of agricultural value chain on inclusive growth 

in Nigeria using annual time series data covering the period of 1981 to 2016. The 

choice of this period was mainly to cover the period for which there was a significant 

contribution of agriculture to GDP and period for which the contribution of 

agriculture to GDP was declining. This investigation is imperative as it will help the 

government and policy makers to Identify and address factor that facilitate the 

movement of labour from low-productivity to high-productivity sectors is therefore 

equally central to the task of stimulating agricultural and structural transformation 

of the economy. If financial and labour markets worked perfectly, there would be few 

productivity gains from inter-sectoral factor migration  

 

Literature Review 

Conceptual Review 

There is no uniformity in the meaning and interpretation of structural 

transformation as often used interchangeable with structural change in the 

literature. Different economic research provides different meanings and 

interpretations of the concepts. However, most development economists agreed that 

structural transformation is the change in distribution of economic activity and 

productive factors among various sectors of the economy (Silva and Teixeira, 2008). 

It refers to change in the dominance of the traditional sector to a more active role of 

the modern sectors in the productive activities of the economy (Naiya, 2013). It 

reflects changes in the relative contributions of agriculture, services, and 

manufacturing in an economy (Omamo, Benfica, Brooks, & David, 2016).  In other 

words, it involves changing the economy from relying more on 

traditional(agricultural) sector to modern (industrial and services) sectors in terms 

of output andEmployment (Naiya, 2013). According to Barretta, Christiaensen, 

Sheahanc & Shimeles, (2017) structural transformation describes the process by 

which low-income societies, in whichagriculture absorbs most labour and generates 

most economic output, become high-incomesocieties characterised by a relatively 

smaller but more productive agricultural sector. Inclusive growth however is 

conceptualized as a process that leads to a less visible gap between the wealthy and 

the poor as a result of equitable distribution of growth dividends (OECD, 2013). It is 
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a type of growth that lift a large number of people out of hunger and benefit the 

largest share of the country's work force (World Bank, 2009). On the other end, 

agriculture is the production of food, feed, fiber and other goods by the systematic 

growing and harvesting of plants and animals (Iganiga and Unemhilin, 2011).It is the 

simplification of natures food webs and the rechanneling of energy for human 

planting and animal consumption (Akinboyo 2008) 

 

Theoretical Review 

On the theoretical ground both the Lewis growth theory of unlimited supply of 

labour and Solow growth model provide the necessary theoretical background for 

the relationship between structural transformation, agricultural value chain and 

inclusive growth. In line with the classical economists, Lewis believes that in many 

underdeveloped economies, an unlimited supply of labour is available at subsistence 

wage. Economic development takes place when capital accumulate as a result of the 

withdrawal of surplus labour for the subsistence sector to the capitalist sector 

(Dudin, 2017). Lewis however, rejected the neo-classical assumption of full 

employment, market clearance and perfect competition, even though he saw it as a 

distant goal, along with Arrow. He explicitly recognized that not only the owner-

operated agriculture but also the urban informal sector, lacking cooperating capital 

instead of land, was characterized by a system of bargaining rather than cooperative 

wages. On the other end, solow theory of economic growth was based on the idea of 

production function, where, the quantity of output (Q) in any sector of the economy 

is a function of the quantity of inputs. These are land and natural resources (NR), 

Labor (L) and physical capital such as buildings and machines (K). The theory 

therefore submitted that with detailed data for an economy’s sub-sectors, it should 

be possible to explain the growth of output by the increase in quality and quantity of 

factor inputs. Any residual is attributed to “technological change” this can be 

attributed to shift in the production function not due to factor inputs. Solow’s result 

challenged previous scholars who had seen savings and capital accumulation as the 

main determinants of economic growth (Dudin, 2017). Spence (2010) further 

explains that there are many factors that influence economic growth, and this 

number increase as the view is expanded from economic growth (GDP per capita) to 

include equitable growth and wellbeing. Some of such factors are savings and 

investment, technological change, human development, innovation systems, 

economic efficiency, trade and exports, infrastructural and services, governance and 

security (Dudin, 2017) 

 
Empirical Review 

On the empirical ground, several studies have been conducted on the implication of 

structural transformation of agricultural productivity as well as agricultural and 
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inclusive growth nexus. However, majority of the existing studies have not been able 

to address the link between structural transformation, agricultural value chain and 

inclusive growth. The few existing studies were conducted based on cross country 

evidence. For instance, Barretta, Christiaensen, Sheahanc & Shimeles, (2017) looked 

at sub-Saharan Africa in order to outline broad priority areas for policy actions to 

accelerate productivity and initiate structural change in the agriculture sector and 

the rural non-farm economy. The study argues that ending extreme poverty will 

require structural change in agriculture and in rural African economies more 

broadly. From 2000 to 2014, per capita GDP in sub-Saharan Africa increased by 

almost 35% in real terms, doubling in some countries. Such progress has happened 

while agricultural productivity growth remained low in the aggregate, despite some 

bright spots, and poverty reduction has been steady but discouragingly slow. Also, 

Naiya (2013) make used four OIC member countries (Indonesia, Malaysia, Nigeria 

and Turkey) and compare and analyzes the relationships between their structural 

change and economic growth. The study used descriptive statistics to analyze and 

compare structural transformation in the study countries using available data. It 

finds that Malaysia, Indonesia and Turkey succeeded achieving sustained economic 

growth and development because they were able to effectively transform their 

productive activities from low to high productivity; and diversified from 

monoculture to manufacturing and exports of finished products, and were thus able 

to significantly reduce poverty during the last three decades. In a similar vein, Sen 

(2016) makes used of a sample of selected countries in Asia specifically India, 

Thailand and People’s, Republic of China. The study posited that both government 

failures relating tothe functioning of labor, land, and product markets; and market 

failures relating to coordination ofinvestment, credit market imperfections, and 

human capital formation have been the primary causesof the slow pace of structural 

transformation in several Asian countries. In another studyconducted by Singariya 

(2014) who made  use of cross state level data of India with a specific focus on states 

including Chandigarh, Delhi, Goa, Haryana, Maharashtra, A&N Islands and 

Pondicherry. OLS estimation technique was used in the analysis and after panel 

diagnostics random effect was found unbiased. Further year dummies and state 

dummies have been used for an in-depth analysis.The growth pattern of different 

sectors of the economy shows an emergence of the service sector as the major 

contributor, decline in the share of agriculture sector and industry sector has seen a 

steep decline during this period. It indicates that some states were able to shift their 

labour force from low-productivity agriculture to higher productivity industry and 

service sectors, and to increase productivity within those sectors, despite the rapid 

growth of populations. Results of Random Effects Model suggest that states & UTs 

like Chandigarh, Delhi, Goa, Haryana, Maharashtra, A&N Islands and Pondicherry 
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have statistically significant at the 5 % level positive association between a logarithm 

value of the population and logarithm value of per capita NSDP, while Assam, Bihar, 

Madhya Pradesh, Uttar Pradesh, Rajasthan, Orissa, Manipur, Chhattisgarh and 

Jharkhand have significant at the 5 % level negative association in this period. Thus 

the impact of population change is not automatic and homogenous throughout the 

Indian States during the study period.  

In addition, existing studies were either on the implication of structural 

transformation of agricultural productivity or on agricultural and inclusive growth 

nexus. For instance,Cao and Birchenall (2013) examine the role of agricultural 

productivity as a determinant of China's post-reform economic growth and sectoral 

reallocation. Using microeconomic farm-level data, and treating labor as a highly 

differentiated input, we find that the labor input in agriculture decreased by 5% 

annually and agricultural TFP grew by 6.5%. Using a calibrated two-sector general 

equilibrium model, we find that agricultural TFP growth: (i) accounts for the 

majority of output and employment reallocation toward non-agriculture; (ii) 

contributes (at least) as much to aggregate and sectoral economic growth as non-

agricultural TFP growth; and (iii) influences economic growth primarily by 

reallocating workers to the non-agricultural sector, where rapid physical and human 

capital accumulation are currently taking place. In a similar vein, Restuccia, Yang and 

Zhu (2008) examine the role of agriculture in accounting for international 

differences in output per worker. A decomposition of aggregate labor productivity 

based on internationally comparable data reveals that a high share of employment 

and low labor productivity in agriculture are mainly responsible for low aggregate 

productivity in poor countries. The study used a two-sector general-equilibrium 

model, we show that differences in economy-wide productivity, barriers to modern 

intermediate inputs in agriculture, and barriers in the labor market generate large 

cross-country differences in the share of employment and labor productivity in 

agriculture. The model implies a factor difference of 10.8 in aggregate labor 

productivity between the richest and the poorest 5% of the countries in the world, 

leaving the unexplained factor at 3.2. Overall, this two-sector framework performs 

much better than a single-sector growth model in explaining observed differences in 

international productivity. In another study, Dudin (2017) assesses the impact of 

agricultural performance on inclusive growth in Nigeria. Using Johansen Co-

integration test and fully-Modified Ordinary Least Square. The study found a long 

run relationship among the variables of interest, while agricultural financing exact 

more long run effect on per capita income (economic inclusive growth indicator). 

This paper concludes that, government should invest more in activities that 

promotes agricultural gains and leads to pro-poor growth, in addition to broadly 

aligning agricultural spending, in order to stimulate qualitative growth in the sector 
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by giving regular financial support to farmers. Such support however, must be 

monitored and periodically reviewed in order to access its effectiveness and prevent 

misallocation of funds. Also, Adesoye, Adelowokan., Maku & Salau, Shakirat (2018) 

examined how enhancing the agricultural value chain can contribute to rapid 

economic diversification in Nigeria within the period of 1981-2015. The 

autoregressive distributed lag (ARDL) model was employed as the econometric 

method of estimation. The inferences were drawn at 5% significant level. The result 

revealed that the agriculture expenditure had positive and significant impact on 

agriculture sector productivity in Nigeria. The findings showed that agricultural raw 

material, agricultural machinery and agricultural land have direct impact on 

agricultural productivity in Nigeria. Agricultural machinery and agricultural land 

were found to be statistically significant at 5% significance level. The empirical 

results revealed that capital and labour have direct impact on economic growth. 

However, agriculture productivity had positive impact on economic growth in 

Nigeria. The study concluded that agricultural value chain contributed significantly 

to the diversification of the Nigerian economy.  

 

Methodology 

This study utilized descriptive survey design. Descriptive survey was deemed 

appropriate for the study because it generally involves the collection of data from a 

defined population while describing the variables being studied. In line with the 

study conducted by Adesoye, Adelowokan, et.al, (2018) the Jorgenson’s neoclassical 

dual economy model which characterized agricultural sector by constant returns to 

scale with all factors variable (except the supply of land that is fixed) as given by 

Cobb-Douglas production function: 

Y= AαLβP1-β 

Where; Y represent agricultural output, Aαt is technical change which takes place at 

a constant rate (α) in the time (t), L is fixed quantity of land available in the economy, 

β is the share of landlords in the product which takes the form of rent, P is total 

population in this sector, and 1-β is the share of labour in product paid. In enhancing 

agricultural productivity enough to eradicate rural poverty and create appropriate 

positive externalities for the industrial sector, increasing opportunities for technical 

progress is the required and sufficient condition (Adesoyeet.al, 2018). 

In line with the above, the model for this study was adapted from the study 

ofMcGowan and Vasilakis (2015) on agricultural productivity, structural change and 

urbanization where agricultural productivity was the dependent variable while 

labor statistics, population and urbanization; and crop suitability were the 

explanatory variables. The model for this present study model modified the 

aforementioned model by making inclusive growth the dependent variable while 
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structural transformation and agricultural value addedwere the explanatory 

variables. The model was specified as follows: 

ICLG = α0 + α1 AGRV + α2 SIGDP + α3 SSGDP + Ut ______(1) 

Where: ICLG is inclusive growth measured using GDP per capita based on Purchasing 

Price Parity, AGRV is agricultural value added, structural transformation is measured 

by share of industryin the Gross Domestic Product SIGDP and share of service in the 

Gross Domestic Productin the Gross Domestic Product SSGDPin line with Omamo, 

Benfica, Brooks & David (2016).  

The annual time series data covering the period of 1981-2016 used in this study 

were mainly sourced from Central Bank of Nigeria Statistical Bulletin and World 

Bank Development Indicator, WDI 2018. The choice of this period was mainly to 

cover the period for which there was a significant contribution of agriculture to GDP 

and period for which the contribution of agriculture to GDP was declining. Based on 

a priori expectation,structural transformation in line with economic theory is 

expected to have a positive impact on inclusive growth in Nigeria, interest rate is 

expected to have a positive impact on inclusive growth in Nigeria while agricultural 

value added is expected to have a positive effect on inclusive growth in Nigeria. In 

the estimation as a preliminary test, the Jarque-Bera Normality test and line graph 

trend analysis, and unit root test was conducted while Fully modified least squares 

(FM-OLS) regression was used in the actual estimation. The choice of this technique 

was because the method modifies least squares to account for serial correlation 

effects and for the endogeneity in the repressors that result from the existence of a 

cointegrating relationship 

 

Results and Discussion 

Preliminary Test 

These tests were conducted to assess the time series properties and or the nature of 

the distribution of the data. In this regard, descriptive statistics and trend analysis 

and unit root test were employed and discussed as follows: 

 

Descriptive Analysis 

Table 1: Descriptive Statistics  

 ICLG AGRV SIGDP SSGDP 

 Mean  0.161111  0.255500  0.246111  0.340556 

 Median  0.150000  0.242842  0.245000  0.330000 

 Maximum  0.390000  0.522676  0.330000  0.480000 

 Minimum  0.010000  0.117738  0.140000  0.210000 

 Std. Dev.  0.089340  0.078935  0.044419  0.067947 

 Skewness  0.525541  1.043598 -0.273185  0.250757 
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 Kurtosis  2.776829  5.153918  2.674807  2.523558 

     

 Jarque-Bera  1.731869  13.49363  0.606406  0.717770 

 Probability  0.420658  0.001175  0.738449  0.698455 

     

 Sum  5.800000  9.197993  8.860000  12.26000 

 Sum Sq. Dev.  0.279356  0.218077  0.069056  0.161589 

     

 Observations  36  36  36  36 

Source: Author, 2019 

 

The result of the descriptive statistics presented in Table 1 showed that inclusive 

growth, agricultural value added and the measures off structural transformation are 

positively skewed since their means are greater than the medians. The skewness 

coefficient of agricultural value added is greater than one indicating that this variable 

is highly symmetrical while the skewness coefficient of inclusive growth and the 

measures off structural transformation are not. The values of the Jarque-Bera 

statistics showed that except for agricultural value added all other variables are not 

normally distributed since their p-values are not significant at 5% level of 

significance. This result suggests the need to correct the issue of normality in the data 

set through the stationarity test. 

 

Trend Analysis 

Figure 1: Trend Industrial output, capital and labour 

 
Source: Author, 2019 
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The trend of off inclusive growth, agricultural value added and the measure off 

inclusive growth presented in Figure showed a high level of instability in the trend 

of these variablesover the entire period of the study. Initially inclusive growth and 

agricultural value added and share of industry in GDP were rising at unstable 

magnitude but later they starts to fall while GDP was declining initially but later it 

starts to increase. Hence, in recent years agricultural value added and share of 

industry in GDP has been on the decline while share of service in GDP has been 

increasing. 

 

Lag Selection 

Table 2: Lag-Order Selection Criteria 

 Lag LogL LR FPE AIC SC HQ 

0  210.3628 NA   4.35e-

11 

-12.50684 -12.32544 -12.44580 

1  278.7801  116.1021  1.83e-

12 

-15.68364  -

14.77667* 

-15.37847 

2  298.9735   29.37230*   1.49e-

12* 

 -

15.93779* 

-14.30524  -

15.38849* 

3  310.1424  13.53802  2.26e-

12 

-15.64499 -13.28686 -14.85155 

Source: Author computation, 2019 

 

Based on the result in table 3 a maximum of 2 lags as suggested by sequential 

modified LR test, Final prediction error and Hannan-Quinn information criterion 

(HQ) was used in the analysis 

 

Unit Root Test   
Table 3: Unit root test results.  

 
Variables 

ADF  Test (Value) Order of 
Integration 

Level First Diff 

ICLG  0.3353 -3.509808 I(1) 

AGRV  0.5705 -3.898376 I(1) 

SIGDP  0.3269 -3.356454 I(1) 

SSGDP  0.3536 -2.168267 I(1) 

ICLG  0.3353 -2.008640 I(1) 

Critical Value 
@ 

1% -2.792154 -2.816740  
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 5% -1.977738 -1.982344  
 10% -1.602074 -1.601144  

Source: Author computation, 2019 

The result of the Augmented Dickey Fuller (ADF) unit root tests as presented in Table 

3 showed that all the variable were not stationary at 5% level of significance. 

However, after taking their first difference, all the variables were stationary.  

 

Empirical Results 

The results of the estimation to determine the implication of structural 

transformation and agricultural value chain on inclusive growth is presented in table 

5 as follows: 

 

Table 5: Fully Modified OLS Estimates 

Variable Coefficient Std. Error t-Statistic Prob. 

AGRV 0.574882 0.221644 2.593721 0.0144 

SIGDP 1.016223 0.337355 3.012330 0.0051 

SSGDP -0.263952 0.261422 -1.009677 0.3205 

C -0.148119 0.210814 -0.702603 0.4875 

R-squared 0.643602   

Adjusted R2 0.599434    

      Long-run variance 0.002924    

           Durbin-Watson 

stat 

1.816778    

Source: Author, 2019 

 

The result obtained from the analysis at 5% level of significance showed that 

agricultural value added (𝛽=0.574882, t=2.593721, p<0.05) and share of industry 

in GDP (𝛽=1.016223, t=3.012330, p<0.05) exert a significant positive effect on 

inclusive growth in Nigeria. The share of service in GDP (𝛽=-0.263952, t=-1.009677, 

p>0.05) showed an insignificant negative effect on inclusive growth in Nigeria. The 

adjusted coefficient of determination which is 60% approximately showed that as 

the sample size increase infinitesimal the explanatory variables still account for 

about 43%of the variations in inclusive growth in Nigeria. The Durbin Watson 

statistics which can be approximated to two indicates the absence of autocorrelation 

in the model 

 

Discussion of Results 

It is evident from the result thatagricultural value added and share of industry in GDP 

exert a significant positive effect on inclusive growth in Nigeria. However, the share 

of service in GDP showed an insignificant negative effect on inclusive growth in 
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Nigeria.The movement of labour from agricultural sector to the service sector in 

Nigeria did not favour inclusive growth in Nigeria.Our result gives credence to the 

findings of Singariya (2014) who make used of cross state level data of India with a 

specific focus on states including Chandigarh, Delhi, Goa, Haryana, Maharashtra, A&N 

Islands and Pondicherry. The growth pattern of different sectors of the economy 

shows an emergence of the service sector as the major contributor, decline in the 

share of agriculture sector and industry sector has seen a steep decline during this 

period. It indicates that some states were able to shift their labour force from low-

productivity agriculture to higher productivity industry and service sectors, and to 

increase productivity within those sectors, despite the rapid growth of populations. 

This result corroborates the findings of Naiya (2013) on the relationships between 

their structural change and economic growth. It finds that Malaysia, Indonesia and 

Turkey succeeded achieving sustained economic growth and development because 

they were able to effectively transform their productive activities from low to high 

productivity; and diversified from monoculture to manufacturing and exports of 

finished products, and were thus able to significantly reduce poverty during the last 

three decades. . It was also in line with the study of Cao and Birchenall (2013) on the 

role of agricultural productivity as a determinant of China's post-reform economic 

growth and sectoral reallocation. Using a calibrated two-sector general equilibrium 

model, we find that agricultural TFP growth: (i) accounts for the majority of output 

and employment reallocation toward non-agriculture; (ii) contributes (at least) as 

much to aggregate and sectoral economic growth as non-agricultural TFP growth; 

and (iii) influences economic growth primarily by reallocating workers to the non-

agricultural sector, where rapid physical and human capital accumulation are 

currently taking place. 

 

Conclusion and Recommendations 

The study concluded thatmovement of labour from agriculture to industry in Nigeria 

contributes positively to inclusive growth while the movement of labour to the 

services sector does not favour inclusive growth in Nigeria. This result indicates that 

agricultural value added and share of industry in GDP enhance inclusive growth in 

Nigeria. The study recommends that government should create artificial barrier to 

the movement of labour force to the service sector and encourage employment in 

both the industrial and agricultural sectors to achieve high level of inclusive growth. 

Conducive environment should be created and incentives employer and employees 

in the industrial and agricultural sectors to boost their productivity. 
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APPENDIXES 

VAR Lag Order Selection Criteria      
Endogenous variables: ICLG AGRV SIGDP 
SSGDP  

   

Exogenous variables: C      
Date: 07/10/18   Time: 22:03     
Sample: 1981 
2016 

     

Included observations: 33     
       
       
 Lag LogL LR FPE AIC SC HQ 
       
       
0  210.3628 NA   4.35e-

11 
-12.50684 -12.32544 -12.44580 

1  278.7801  116.1021  1.83e-
12 

-15.68364  -
14.77667* 

-15.37847 
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2  298.9735   29.37230*   1.49e-
12* 

 -
15.93779* 

-14.30524  -
15.38849* 

3  310.1424  13.53802  2.26e-
12 

-15.64499 -13.28686 -14.85155 

       
       
 * indicates lag order selected by the 
criterion 

   

 LR: sequential modified LR test statistic (each test at 5% 
level) 

  

 FPE: Final prediction error     
 AIC: Akaike information 
criterion 

    

 SC: Schwarz information 
criterion 

    

 HQ: Hannan-Quinn information criterion    
       

YEAR ICLG 
 

AGRV SIGDP SSGDP 

1981 0.01 0.117738 0.28 0.44 
1982 0.07 0.129863 0.25 0.48 
1983 0.05 0.145999 0.24 0.46 
1984 0.04 0.178223 0.22 0.46 
1985 0.11 0.178065 0.27 0.43 
1986 0.05 0.176365 0.25 0.44 
1987 0.19 0.2016 0.26 0.39 
1988 0.22 0.230278 0.27 0.35 
1989 0.24 0.210556 0.29 0.31 
1990 0.16 0.213391 0.30 0.32 
1991 0.16 0.206756 0.31 0.31 
1992 0.34 0.202369 0.33 0.31 
1993 0.28 0.234558 0.29 0.29 
1994 0.29 0.252592 0.28 0.27 
1995 0.39 0.272914 0.30 0.23 
1996 0.23 0.28327 0.31 0.21 
1997 0.08 0.294642 0.28 0.22 
1998 0.10 0.29223 0.23 0.27 
1999 0.14 0.268867 0.25 0.29 
2000 0.23 0.21869 0.30 0.31 
2001 0.15 0.292197 0.24 0.34 
2002 0.28 0.522676 0.19 0.28 
2003 0.15 0.404679 0.22 0.29 
2004 0.23 0.371029 0.23 0.30 
2005 0.22 0.348261 0.23 0.32 
2006 0.22 0.337373 0.21 0.32 
2007 0.13 0.298369 0.21 0.33 
2008 0.16 0.306113 0.21 0.34 
2009 0.12 0.296886 0.17 0.36 
2010 0.19 0.294653 0.22 0.35 
2011 0.13 0.257045 0.25 0.33 
2012 0.12 0.251126 0.24 0.35 
2013 0.10 0.234495 0.22 0.37 
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2014 0.10 0.224972 0.21 0.38 
2015 0.05 0.220532 0.16 0.40 
2016 0.07 0.228621 0.14 0.41 

 

 

 ICLG AGRV SIGDP SSGDP 
 Mean  0.161111  0.255500  0.246111  0.340556 
 Median  0.150000  0.242842  0.245000  0.330000 
 Maximum  0.390000  0.522676  0.330000  0.480000 
 Minimum  0.010000  0.117738  0.140000  0.210000 
 Std. Dev.  0.089340  0.078935  0.044419  0.067947 
 Skewness  0.525541  1.043598 -0.273185  0.250757 
 Kurtosis  2.776829  5.153918  2.674807  2.523558 
 Jarque-Bera  1.731869  13.49363  0.606406  0.717770 
 Probability  0.420658  0.001175  0.738449  0.698455 
 Sum  5.800000  9.197993  8.860000  12.26000 
 Sum Sq. Dev.  0.279356  0.218077  0.069056  0.161589 
 Observations  36  36  36  36 

 

Null Hypothesis: Unit root (individual unit root process)  
Series: ICLG, AGRV, SIGDP, SSGDP  
Date: 07/10/18   Time: 22:05   
Sample: 1981 2016   
Exogenous variables: None   
User-specified maximum lags   
Automatic lag length selection based on AIC: 0 to 2 
Total number of observations: 136  
Cross-sections included: 4   
          
Method  Statistic Prob.** 
ADF - Fisher Chi-square  7.62319  0.4711 
ADF - Choi Z-stat -0.53586  0.2960 
          
** Probabilities for Fisher tests are computed using an asymptotic Chi 
        -square distribution. All other tests assume asymptotic normality. 
     
Intermediate ADF test results UNTITLED  
          
     
Series Prob. Lag   Max Lag Obs 
ICLG  0.3353  1  2  34 
AGRV  0.5705  0  2  35 
SIGDP  0.3269  2  2  33 
SSGDP  0.3536  1  2  34 
     Null Hypothesis: Unit root (individual unit root process)  
Series: ICLG, AGRV, SIGDP, SSGDP  
Date: 07/10/18   Time: 22:08   
Sample: 1981 2016   
Exogenous variables: None   
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User-specified maximum lags   
Automatic lag length selection based on AIC: 0 to 1 
Total number of observations: 134  
Cross-sections included: 4   
          
Method  Statistic Prob.** 
ADF - Fisher Chi-square  135.549  0.0000 
ADF - Choi Z-stat -10.4773  0.0000 
          
** Probabilities for Fisher tests are computed using an asymptotic Chi 
        -square distribution. All other tests assume asymptotic normality. 
     
Intermediate ADF test results D(UNTITLED)  
          
     
Series Prob. Lag   Max Lag Obs 
D(ICLG)  0.0000  0  2  34 
D(AGRV)  0.0000  1  2  33 
D(SIGDP)  0.0000  1  2  33 
D(SSGDP)  0.0000  0  2  34 
          

 

Dependent Variable: ICLG   
Method: Fully Modified Least Squares (FMOLS)  
Date: 07/10/18   Time: 22:13   
Sample (adjusted): 1982 2016   
Included observations: 35 after adjustments  
Cointegrating equation deterministics: C  
Long-run covariance estimate (Bartlett kernel, Newey-West fixed bandwidth 
        = 4.0000)   
          
Variable Coefficient Std. Error t-Statistic Prob.   
          
AGRV 0.574882 0.221644 2.593721 0.0144 
SIGDP 1.016223 0.337355 3.012330 0.0051 
SSGDP -0.263952 0.261422 -1.009677 0.3205 
C -0.148119 0.210814 -0.702603 0.4875 
          
R-squared 0.643602     Mean dependent var 0.165429 
Adjusted R-squared 0.599434     S.D. dependent var 0.086750 
S.E. of regression 0.061376     Sum squared resid 1.816778 
Long-run variance 0.002924    

 

  


