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Development Finance Instituti()ns

ange of alternative financia] Institutio
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griculture, Bank of Industry, Federg) s 1geria for decade
and Nigerian Export-Import Bank (DFI fo riage Bank of N -
mandate to develop and promote key sect M, 2014), ppy

jmportance to the overall socio-econom; € econom
2015). Such sectors include agricyltypy) Industrj
activities that can assist in achieving aC::ele U.StrlaI_ anufacturing
growth and development (Ahmad, 2016). D rat : and
low income people.

Rural financial services refers to fip

are producers, suppliers, traders, agro
Development Financial Institutions
banks which locked out these

AE s) development and ﬁnanc.lal products for certain sections of the people.
erformance of these DFIs in meeting their objectives has however been ;<P

g to Oguh (2007), perhaps the biggest pointer to the DFIs catalytic g
~mandate to lend to clients, defined by size and not limited to one specific h
of Industry for instance, lends mostly to businesses in the industrial sector.
Iture provides financing exclusively to agro-allied companies, while the
- Bank funds the development of export-oriented businesses. Even
es, some sectors are not specifically covered by any DFL. At best,
' ‘spatial. But the DFIs have been designed to lend

e s ‘that appointment to their Bdmds
ompetence of such appointees,
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er (2001) reported tt}at policies that focus
better way to hell_) to improve the Welfare oft(});;
heap credit. Among the many DFIs reaching rural people is the Bap
yanwu (2004), posited that using BQA by DFI; as an lmerrng i
could be more efficient because the BOA has grass root onen{aﬂgg agl : i?::erfegpemse i
financing rural people. Therefore, this justlﬁes .the need 'foF evatlgl1 gral i fo 0 i
agent of DFIs in facilitating effective ﬁnancml. intermediation a i e }:u 1 mlammg
Also, Bank of Industry (BOI) is an intermediary set up to reac .t e rural people. The RO
. he establishment of large, medium and small projects: 5

i i i for t
provides financial assistance ‘ s o e
well as expansion, diversification and modernization of existing enterprises; apq

rehabilitation of ailing industries.
The paper made use of two
Industry (BOI) loan. The reason for

proceedings of the
nderlack and Schrein

In addition, Vo
g services for savers are therefore, a

improvin :
rural people than 1s ©
Agriculture (BOA). An

DFIs of Bank of Agriculture (BOA) loan and Bank of
using these two DFTs is that they are grass root oriented,
and thus closer to the rural people (CBN, 2015). The study made use of secpndary data from
CBN and National Bureau of Statistics for the period of 2006-2015 to examine the significant
effect of Bank of agriculture Loan on rural financing in Nige_ria. as yvell as to examine the
significant effect of Bank of Industry Loan on rural financing in Nigeria.

Statement of the Problem

The lack of efficient financial intermediation in Nigeria is widely evidenced by the mismatch
between institutional savings, lending and investment (CBN, 2012). It is however clear that

the need for investment in the real vibrant sectors of countries and in the rural s h

resulted to the introduction of DFIs and other financial vehicle programme:

(Okeh, 2012). The poor performance of the DFIs has remained a may
government and the monetary authorities in Nigeria. Studies have shown t!

not fully developed and such DFIs have not attained
process of rural financing. DFIs have 1

(2013), Acha (2012), Okeh (2012), Adelakun (2010)
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financial institution, and developmental obligations.

Conce ¢ of Bank of Agriculture in Nigeria (BOA)
CBN (2014) defined BOA as a type of bank that lends money to farme
time and charges them less 1r}terest than other types of b anlzs Agm}ers for longer periods of
a5 bank that lends money to individuals, basically farmers oy zilna (21012) defined BOA
and at low rates of interest. Ogunojemite, (2016) defined BOA ase: a vc:it_lg period of time
established 10 accordance with the provisions of law to assist agficultur:{fl o\ ll)ank expressly
the, particularly by grantlng loans for longer periods than usual with comm:;:; "i[}))r::knt across
BOA was designed for Nigerian farmers on the need to improve access tz fin s,
effectiveness of agricultural and rural development in view of the impdrtance fo a;t:ci; f"tmtd
nce institutions alone. It is a federal government owned development bamo(

private sector fina
with mandate to provide low costs credit to small holder and commercial farmers, and small

and medium rural enterprises.

Concept of Bank of Industry (BOI) :
The bank was established with an authorized share capital of $400Million. Shareholders at

creation are made of Ministry of Finance (59.4%), CBN (40.36%) and private sector take the
balance. It was extracted from National Industrial Development Bank, The Nigerian Bank for
Commerce and Industry and National Economic Reconstruction fund (CBN, 2012). ‘

ful and broader definition of ural finance as the
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(EIB, EBRD and IFC) and economic gro
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Demirgue-Kunt & Maksimovic (1999) carried out a firm level-based study to Justify

assertion with respect to the relatio
showed that a developed financial s
achieved by using cross-sectional dat
developing) for the period 1983 to 1991. T
an indication of a well-developed financial mv\mﬁ.
rate of compliance with the rules and regulations
developed financial system will ensure growth of these fi

owth.
Waorm (2011a) investigated the role banks play in economic growth. He used bank deposit
and bank credit to the private sector as variables for bank intermediation and real
domestic product (RGDP) to proxy economic growth. The Regression of RGDP
variable against bank deposit and credit confirmed that banks through their
function contribute to economic growth in Nigeria. i
~ Acha (2011b), studied whether banks through their financial
(savings mobilization and lending) cause economic growth, which i
study was based. Data on gross domestic product (GDP), credit
total bank deposit (DPS) were obtained from Central Bank
bulletin and used to compute savings ratio Ava and credit r:
; 1e hy, eses that no caus:
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nship between finance and economic growth. The r

ystem and legal system stimulates growth, T, 5
a drawn from thirty countries (developedq . >
hey are of the view that an active stock B»ﬁwwq
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have access to the capital mark, g

rms. Hence, finance : wﬁ&%ﬁm




al balances with the central bank lead finan

da and Osuji, (2013) paper seeks to anal

is and perhaps, numerous bank failures.

Iwedi and Igbanibo (2015) paper models the relationshj
. . sh 1
mediation functions of banks and economic growth in Zwmoahvzm”goos iy

. - Q H I
70-2014). Credit to private sector (CPS), banks deposit liabilities Qum et

, . ﬁmvvwaaos@
oly (MOS) were used as proxy mo.a bank financial intermediation functions while mHOmM
pestic product represents economic growth. The econometric tools of the regression

sis and co integration test were used. The analysis revealed that no short run relationship
ence between CPS, DLS and GDP in Nigeria. However, the analysis revealed a long run

onship between bank financial intermediation indicators and gross domestic product in

retical Framework

dy adopts growth model by Adeoye (2006) and Nnanna (2004). They developed a
showing the relationship between financial sector development and economic growth
ia. The chosen economic growth indicator is the Real Gross Domestic Product
specified to depend on the financial indicators such as the ratio of M2 to GDP (M2
interest rate (INTR) changes and the ratio of credit to private to GDP AﬂwOUE.
d Liu (2003) noted that a higher M2 GDP ratio implies larger financial sector
nancial intermediary development. Real interest rate is included to fully and

y capture the effect of liberalized interest rate on economic growth. According to

ove from negative to positive real interest rates indicates progress in financial
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