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PREFACE

This draft report presents the findings of a study of the Marketing
of Staple Foods in Western Nigeria which was conducted by Stanford Research
Institute for the United States Ageﬁcy for International Development, It
is part of a larger project covering the whole of tropical Africa, field
teams also being located in Sierra Leone, Eastern Nigeria and Kenya by the
University of Illinois, Michigan State University, and West Virginia Uni-
versity respectively. The final report covering tropical Africa is being

proposed by the Food Research Institute of Stanford University.

The basic research design for the study was developed primarily at
a seminar at Stanford led by Professor William O, Jones during the first
two months of 1966. The seminar was attended by members of the four field
teams destined for Africa, and members of the Food Research Institute
including Mr. Elon H, Gilbert, and Professors John A, Jamison and ‘ruce F,

Johnston,

The scope of work for all field teams was embodied in a "basic re-
search outlire."” Although it was recognized that no one outline could
completely meet the needs of all areas, it did provide a common approach.
It had the further advantage of allowing each team flexibility to concen-
trate on those areas found most productive after work had begun in Nigeria,
The scope of the project was so broad that only selected items could be

covered in depth while the remainder had to be treated more generally.
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The methodology to be used in the collection and analysis of data
was discussed extensively at the Stanford Seminar, although the exact
methods to be employed were left to the discretion of each field team,
based on its own environment and experience. However, from the paucity
of the existing relevant information, it was apparent that most data would
have to be obtained by means of direct observation and inquiry., Among
other items, price series were to be collected for a central market--
Ibadan in Western Nigeria--and for selected markets within the distribu-
tion area of Ibadan. Questionnaires were to be developed and used where

appropriate, and in-depth interviews were to be held.

The field work in Western Nigeria was divided into six phases and
lasted from March 1966 to July 1967. However, the most intensive period
of field work was from June 1966 to April 1967, during which time all of
the questionnaires were administered, The first phase required collect’on
of a weekly price series for five staple food commodities in two Ibadan
markets, The second surveyed the Ibadan markets to obtain detailed know-
ledge about market facilities and traders. The third extended this data
collection to urban centers and rural markets outside Ibadan., The fourth
sampled producers to obtain information directly about production patterns
and producer marketing habits., The fifth involved a return to Ibadan to
Till the most apparent gaps, particularly in relation to ready-to-eat-food
sellers, wholesale traders and consumers, The last constituted the col-

lection of relevant data from secondary sources,

With the exception of certain in-depth interviews, the pre-testing
of questionnaires and the training of research assistants, all interview-
ing throughout the project was conducted by research assistants, In
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addition to the problem that most market traders can only communicate in
their local language, Yoruba, it was found that the cultural differences
as well ac the appropriate interviewing techniques could best be handled

by assistants who have always lived and worked in the local system.

The success of the data collection phase is due to the diligence and
enthusiasm of these research assistants, Mr. Emanual A. Bamgboye was
responsible for the execution of the field work at the market level. He
was assisted by Messers. Alphonsus O. Alonge, Eyeowa Johnson, and Joseph
Ladipo, and three short-term interviewers, Miss Marian Y. Oladapo, and
Messers. Adegboyega Jibowo and Kunle Oyeleja, Others assisted in various

ways, particularly the driver of the project car, Mr. Kolawole Adedipe,

All field work was closely supervised. Assisting in this task
were Mr, Christopher O. Ilori and the graduate research assistant assigned
to the project by the University of Ife, Mrs. Tomilayo Adeyokunnu. The
Producer Survey was formulated and supervised in conjunction with the late
Dr, William A. Tompkins of the University of Wisconsin and serving with the
University of Ife. Dr. Frederick W, Stratman, also of the Universities of
Wisconsin and Ife, supervised the field work after the author returned to

the United States in June 1967.

The SRI price data and minor surveys were analyzed by hand, mostly
by Mr., A, O. Alonge and Mrs. T. Adeyokunnu, The six larger surveys and
the market sellers enumeration were all analyzed by computer. The check-
ing of the questionnaires and their coding and check-coding were completed
in Nigeria. The main additional personnel assisting were Mrs, Mary E.
Ferraro, Miss Elizabeth Haslam, Mr. J. O. Olorunfemi, Mrs. Mikki Stebbings,
Mrs. Bonnie Stettler, and Mr. R, S. Umohette.
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The programming and computer work wan undertaken at Stanford Research
Institute by Mrs. Irene Longwell and Mr. Vincent Lauricella, Stanford
Research Institute's "Multiple Table Processor Program'' was used for all
cross-tabulations, A limited amount of analysis was done at the

University of Ibadan Computing Center by Mr, O, Ogunsua,

The analysis of the secondary price data was undertaken by computer
at Stanford Research Instjtute using the Institute's "Regression Program--
Revised" and special programs written by Mrs. I. Longwell and Mr3., Kirsten

Aamand,

The cartographical work was begun in Ibadan by Messers., T. K. S, P,
Amachree and D. S. Faoye, At the Institute, Mrs. Mary Townsend, assisted
by Mr, Jose Lerma, was responsible for the final preparation of all of the

cartographical and art work.,

During the analysis and write-up phase in California, Mrs. Jeannie
Kimber, Research Assistant, rendered invaluable assistance, particularly

in improving the readability of the original manuscript.

In Nigeria, Mr. T. A. B, Salami performed all typing services while
in California many typists assisted in the conversion of the manuscript

and tables into legible form,

This report is only in draft form and has not been extensively edited,
It is comprised of four volumes., Volume 1 contains a summary of the
principal research findings and the suggestions for improving the existing
system of marketing staple foods. Volume 2 embodies the details of the
research methodology, a brief description of the relevant environmental,

production and consumption characteristics of Western Nigeria, on account
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of staple food flows, and an outline of the organization of the marketing
system. Volume 3 incorporates the description and evaluation of the
behavior and performance of the marketing system and includes the analysis
of price behavior. Volume 4 is a statistical appendix containing the

analysis of the price data incorporated into Chapter X,

This study was greatly assisted by other researchers and individuals
involved in the project. Particular mention should be made of the support
provided within the Institute by the project's manager, Dr, Alfred S,
Cleveland, Director of Economic Development Research; the discussions of
mutual problems with Mr. E. H. Gilbert of Stanford University who was
conducting a similar study in Northern Nigeria, Dr, Anita McMillan of the
Eastern Nigeria project and Dr, R. J. Mutti of the Sierra Leone project
were particularly helpful; and Professor W, O, Jones's untiring interest
and guidance. Valuable assistance was also received from the project's
Coordinating Committee both at its May 1966 meeting in Ibadan and June
1967 meeting in Accra, which were attended by Dr, Homer Evans of West
Virginia University, Dr, Harold G. Halcrow of the University of Illinois,
Dr. Glenn L, Johnson of Michigan State University, and Dr, Harry C.
Trelogan of the U.S. Department of Agriculture, and Drs, Cleveland and
Jones, The last two members also visited Lagos in November 1966 for dis-

cussions on the progress of the project,

Sincere thanks and appreciation are extended to all those, both
mentioned and unmentioned, who assisted the author both in Nigeria and in
the United States. Special thanks are due to the three Nigerians who were

most responsible for acculturating and familiarizing the author with the
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Yoruba Culture in general and food marketing in particular--Messrs.,

Adedipe, Alonge, and Bamgboye.

Thanks are also due to U.S. AID Mission personnel, especially
Dr. William E. Reed, Mr. George E, Hanna and Mr. Meredith H, Mackusick
in Ibadan and Dr, Russell W. Bierman and Dr, Roy S. Beck in Lagos, for
their cooperation and assistance in establishing and operating the project

in Western Nigeria and for the services and facilities provided,

In Nigeria the project was under the joint sponsorship of the Nigerian
Institute of Scoial and Economic Research and the University of Ife in
ibadan. The offices were located in the Faculty of Agriculture at the
latter institution, The assistance provided by these institutions, both

in establishing and operating the project, was invaluable.

Great interest was shown in the project by friends in Nigeria,
particularly members of the University of Wisconsin staff located in the
Faculty of Agriculture at the University of Ife. A special debt of grati-

tude is due the late Dr, W, A. Tompkins and Dr, F. W. Stratman.

Finally the project is indebted to the thousands of traders, consumers,
producers, transporters, government officials and other people who were
involved in myriad ways. The willingness of these people to provide
information, and this usually involved some inconvenience to them, made
it a pleasure to be in Western Nigeria and to be associated with this pro-
ject. Without their cooperation, meaningful data collection would have

been impossible,

February 1968
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I SUMMARY AND CONCLUSIONS

The continued economic development of Western Nigeria is dependent
upon, among other things, an adequate and inexpensive supply of foodstuffs
to feed a rapidly growing non-agricultural population. Integral to this
is an efficient low-cost marketing system linking agricultural producers
and consumers. It is the structure, conduct and performance of this
marketing system for staple foods in Western Nigeria that is the subject

of this report.

A, OBJECTIVES

The specific objectives of this study were (1) to understand the
organizatiop and operation of the existing marketing system; (2) to
determine the extent to which it affords an efficient low-cost outlet
for staple foods; (3) to identify inefficiencies in the system; and

(4) to make suggestions for eliminating these inefficiencies.

B. METHODOLOGY

The dearth of relevant and reliable information about staple food
marketing in Nigeria was a major reason for this study. It was therefore
necessary to collect a large volume of primary data by direct observation
and inquiry. Eleven major questionnaires were used to obtain information
from traders, market officials, consumers and producers: Over 3,000
questionnaires were completed, nearly 120,000 market sellers enumerated,
and about 90 markets visited. Furthermore, retail prices were collected

throughout the 14-month field work phase by observing and weighing
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purchases: over §,200 observations weighing in excess of 30 long tons
were made in Ibadan alone. Wholesale and rural market prices were also
obtained. Finally, the government price data collected for consumer
price index purposes were extensively analyzed for temporal (seasonal,
cyclical and trend), spatial (between 9 urban centers) and inter- and

intra-commodity characteristics.

C. SCOPE

1. Location

The focus of this study is Ibadan and the part of its supply
hinterland which lies within Western Nigeria. However, other urban
centers and supply areas within the Region were studied, particularly
as they inter-relate with Ibadan. Ibadan, with a population of two-
thirds of a million people, is the largest indigenous city in Africa
south of the Sahara. It is the commercial, political and administrative
center of the Region. 1Its markets and trade in staple foods are the
largest and most important in the Region. Only the contiguous Federal
Territory of Lagos rivals the influence of Ibadan in southwestern

Nigeria.

2. Staple Foods

The hot and humid climate of the Region particularly favors the
production of root crops. Consequently, yams and cassava contribute
more than one half of the total calories consumed in Western Nigeria.
Maize (corn) is the third most important staple food, contributing about

one~sixth of the total calories consumed, while rice and cowpeas (beans)
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each make a small but significant contribution, particularly in the urban
centers. Processed forms of both yam and cassava are important. However,
except in Ibadan, yam flour is considerably less important than (fresh)
yam tubers: hence, in this study emphasis was placed on the tuber form.
Although both gari and cassava flour are produced, gari was stressed

because of its predominance.

The ready-to-eat form was also included because a sizable proportion
of these five staple foods sold through the marketing system is finally
purchased by consumers in ready-to-eat (prepared) form, However, the
fresh, dried and processed forms of these commodities are of overwhelming

importance and were emphasized.

D, COMMODITY MOVEMENTS

1. Sources of Supply

In general, the less densely populated savanna areas of the Region
are the main surplus food-producing tracts, while the more densely
populated and more highly urbanized forest zone is the main area of food
deficit. The major market-related agricultural activities of the forest

zone are the production of cocoa, kola nuts and other tree crops.

For all commodities, Map 1.1 indicates the major areas of supply to

Ibadan.

The main sources of supply of yam, gari and maize for Ibadan are

*
all located within the Region. Some supplies are drawn from the area

Shown in more detail in Map 7.2 for yam, Map 7.3 for gari and Map 7.4
for maize (Volume 2).
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Map 1.1
MAJOR SOURCES OF SUPPLY OF STAPLE FOODS TO IBADAN
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contiguous to Ibadan, while much of the remainder comes from the savanna
area (principally Oyo Division) up to 100 miles north of Ibadan. The
savanna area in the extreme northeast of the Region (Owo Division) is a
secondary source of supply for all three locally-produced staple foods,
while the savanna area in the extreme southwest (Egbado Division) is

important for maize.

In each of these areas, traders supplying Ibadan must also compete
for supplies with traders from other deficit consuming centers, such as
Lagos and Ilesha. It is through competition in these supply areas that
the major markets in Western Nigeria are linked. In fact, it is the
factor most unifying the staple food marketing system throughout the
Region, due principally to very imperfect communication and to the cost and

difficulty of moving supplies between towns.

Imports of yam, gari and maize through inter-regional trade are
relatively minor, except for an important seasonal movement of yams.
The poor storability of yams, particularly under humid conditions, and
the later yam harvest in the southern part of Northern Nigeria makes
this drier and more remote area a major source of supply for Western
Nigeria during the last four or so months before new season yams become

available from within the Reg’on.

The production and marketable surplus of both rice and cowpeas
within the Region is small and relatively unimportant. The main sources

*
of supply of rice are the swamp-rice areas of Eastern Nigeria (Abakaliki

Shown in more detail in Map 7.5 in Volume 2.



frovince) and the middle Niger River area of NorthernNigeria (Niger and
Ilorin Proviﬁces). The ability of the marketing system to adjust to a
major change in the relative availability of supplies in the various
éupply areas is demonstrated by the response to the prohibition on inter-
regional food movements by the Government of Eastern Nigeria during
1966-67. Within a few months, Eastern Region rice was replaced almost

entirely by increased supplies from the other areas.

Like rice, cowpeas are mostly imported into the Region. The principal
source of supply* is the extreme north of Nigeria up to 1,000 miles from
Ibadan. The relatively few Yoruba traders involved in assembling and
transporting cowpeas to Western Nigeria (and Lagos) mostly have large

businesses and are not typical.

2. Importance of Ibadan

The relative importance of Ibadan as a consuming center for its supply
areas varies considerably. Within its major supply areas, Ibadan is a
relatively important market for yam, gari and maize, and of considerably
less importance for rice and cowpeas. As a percent of the marketable
surplus within its major supply areas, it is estimated that Ibadan
consumes 35 percent of the yam, 25 percent of the gari and maize and a
very small fraction of the rice and cowpeas.? To its many minor supply
areas Ibadan is mostly quite unimportant, due mainly to a large local

demand from surrounding villages and towns.

Shown in more detail in Map 7.6 in Volume 2.
t Pages VII-18, VII-20 and VII-22 (Volume 2).



Ibadan, like the other urban centers in the Region, is not an
important source of supply of staple foods to other areas, except for
rice and cowpeas wholesaled to traders in some of the rural and smaller
urban markets in close proximity. Extremely little of the foodstuff
entering the wholesale level in Ibadan is transhipped on to other urban

centers.

3. Levels of Flow - Intermediaries

Excluding prepared food sellers, three types of intermediaries are
involved in moving marketable surplus staple foods from producers to
consumers. First, assemblers who are predominantly resident in producing
areas, where they assemble supplies from producers and other assemblers
and sell in bulk quantitites to other traders, either in rural markets or
through agents in urban markets. Second, wholesalers who operate selling
facilities in urban centers, where they sell in bulk quantities to other
traders. They may or may not procure their own supplies in the supply
area; furthermore, they frequently act as agents--for example, 70 percent
of the wholésalers interviewed in one survey in Ibadan were acting as
agents, mostly for assemblers.* And third, retailers who are located in
all markets and sell in small units to final consumers. Generally, they
procure their supplies in rural markets from assemblers and in urban

markets from wholesalers.

Table 9.39 (Volume 3).



Based on the estimated flow of marketable surplus in Ibadan's major
supply areas and excluding prepared food sellers, yam passes through an
average of about four transactions between producer and consumer, gari
through an average of about three transactions between the gari processor
and consumer--although most cassava is also exchanged before it is
processed--and maize through three to four transactions between producer
and consumer. * Imported supplies of both rice and cowpeas generally
pass through two levels--whoiesalers and retailers--once they are in the
Region. However, between producer and consumer an average of about four

or five transactions probably occur.

The estimated number of average transactions is not particularly
high. Except for assemblers, relatively little trading occurs between
intermediaries within levels. Most transactions occur between different
types of traders or between traders and producers or consumers. In
general, most exchanges take the commodity one level closer to the consumer,
although levels are frequently skipped, especially for locally-produced

foodstuffs outside of the larger urban centers.

4. Levels of Flow - Exchange Points

Parallel'to the types of intermediaries, the exchange points used in

flow of commodities also represent a progression from producer to
consumer. Three major types of locafiéns are important in rural areas
and four in the larger urban centers. In the rural areas, first, the

farm itself (place of production) is frequently important, especially for

Pages VII-18, VII-20 and VII-22 (Volume 2).
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bulky commodities like yam and cassava. Secondly, village houses are used
both by farmers and traders, paiticularly when they are used to store the
commodity? as is frequently the case for yam, maize, rice, and cowpeas,
and as a place for processing gari. And thirdly, organized markets are
the most important places of exchange in rural areas for all commodities
and for all types of buyers and sellers. Transactions rarely take place
with any regularity in rural areas between the farm and the village or

market, except where a path and a road or several roads intersect.

Four major types of exchange points exist for staple foods in the
larger urban centers of the Region such as Ibadan. First, old central
markets which contain both wholesaling and retailing facilities. Second,
new central markets such as Dugbe Market in Ibadan, located in the new
commercial sector of the urban center, which have been constructed and are
maintained by the local government authority and have both wholesaling and
retailing facilities. Third, residential markets which function almost
exclusively as retail outlets. Hawkers and retailers who sell from their
homes in a residential location also essentially fall into this category.
And fourth, fringe markets located on the perimeter of the urban sprawl
and which function similarly to rural markets by performing both assembling

and retailing functions.

The locations of the various types of markets in Ibadan are illustrated
in Map 1.2 in relation to population density. The old central markets are
of overwhelming importance, most especially at the wholesale level. In the
major survey of wholesalers in Ibadan, for example, those in the old central

markets sold essentially all of the yam, dried yam, dried cassava and maize
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sold in Ibadan, as well as 72 percent of the gari, and 64 and 56 percent
of the rice and cowpeas, respectively.* Nevertheless, the quantity
handled by the new central market is very significant, particularly at
the retail level. The other types of exchange locations are also of

considerable importance in Ibadan.

In more detail, Table 1.1 shows the estimated importance of the
various types of exchange points at the different levels of the marketing
system both as a source of supply and as a place of sale for marketable
surplus yam, gari and maize in Ibadan's major supply area. The gross
total for each level represents the total percent of the marketable
surplus commodity handled and is the summation of the exchanges involving
that level, including sales to the same type of intermediary. The net
total, on the other hand, indicates only the percentage of the marketable
surplus commodity that passes through that level and does not include

exchanges within that level.

From Table 1,1, it is apparent that most exchanges of staple food occur
in markets, of which there are at least 550 in Western Nigeria, Most of
these markets are shown in Map 1,3 by periodicity and day of holding. In
all, 11 percent meet daily, an overwhelming 76 percent meet every fourth
day, and another 11 percent meet every eighth day, the remaining few meeting
either every two days or every week. Most of the larger urban centers
have at least some daily markets: periodic markets are usual in rural areas

and irequently in urban centers, Overall, there is an average of one market

Appendix Table 7.19 (Volume 2}.
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Table 1.1

IMPORTANCE OF EXCHANGE POINTS IN IBADAN'S MAJOR SUPPLY AREA
AT DIFFERENT LEVELS OF MARKETING SYSTEM
(Estimated Percent of Marketable Surplus)

Level of Marketing System

Location of Pr / Prod Assembler Wholesaler Retailer Consumer
Exch Point Process Sell Buy Sell Buy Sell Buy Sell Buy Total
yan
Outside Ibadan
Farm 45 35 Tr. 10 - Tr. - - 45
Roadside Tr. Tr. Tr. Tr. - Tr. Tr. Tr. Tr.
House in village -] 10 10 -] - Tr. Tr. Tr. 18
Rural market 45 58 50 20 - 20 18 15 110
Town 5 - 20 30 50 40 45 80 120
Ibadan markets
0l1d central Tr. - 20 25 40 1.} as 25 85
New central - - -— - Tr. - 5 -] -]
Residential .- - - .- - - - ) -]
Fringe ™. - Tr. - - Tr. Tr. Tr. Tr.
Total (gross) 100 100 100 90 90 28 85 100 388
Total (net) 100 70 70 80 80 85 88 100 338
GAR1
Outside Ibadan
Farm 10 5 ] - - .- Tr. - - ]
Roadside Tr. Tr. Tr. - - - - - - Tr.
House in village 80 20 10 Tr. Tr. - Tr. Tr. 10 20
Rural market - 1] 85 40 25 - 25 20 20 128
Town 10 10 - 15 18 30 as 30 45 88
1badan markots
01d central - - - 15 18 20 15 10 15 415
New central -— -- - Tr. Tr. -] 5 -] 5 10
Residential - - - Tr. - Tr. Tr. 5 ] -]
Fringe Tr. Tr. - Tr. - - Tr. Tr. Tr. Tr.
Total (gross) 100 100 70 70 55 85 70 70 100 208
Total (net) 100 100 50 50 85 58 70 70 100 278
MAIZE
outside Ibadan
Farm 18 15 - Tr. - Tr. - - 18
Roadside ] 5 Tr. Tr. - Tr. - - -]
House in village 20 10 8 8 - 10 5 ] 30
Rural market 1] 60 50 20 - 25 20 20 125
Town -] - 20 25 40 30 40 50 108
Ibadan markets
01d central Tr. .- 18 16 25 20 15 20 S
New central - - Tr. Tr. Tr. Tr. -] -] k]
Residential .- -- - - ~- - Tr. Tr. Ir.
Fringe Tr. - Tr. - - Tr. Tr. Tr. Tr.
Total (gross) 100 90 80 1] 85 8% 85 100 340
Total (net) 100 (1] 65 [:1) 65 a5 88 100 318

Note: Tr. = Trace (less than 8 percent).

Source: Stanford Research Institute.
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Map 1.3
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to every 55 square miles serving 19,000 persons based on the 1963 population

census for the Region of 10,3 million,

These markets are traditional in several senses, First, they are the
main and often only link between the traditional and market economies.
Secondly, they were mostly organized and are operated by the traditional
power structure., And thirdly, foodstuffs are predominant: in rural markets,
foodstuff sellers account for three-quarters of all sellers and for two-thirds
in urban markets. Cash crops such as cocoa, are not marketed through these
markets. The facilities available are generally rudimentary, particularly
in rural areas, Stalls, where they exist, are seldom more than roofed
covers with open sides and dirt floors, However, either in or in close
proximity to most markets, a lock-up facility, often a room in a house,
is available at a price for storing unsold commodities between market days.
In very few markets are such facilities as sealed pavements, formed drains,

water, latrines, garbage disposal and electricity generally available,

5. Timing of Flows

In Western Nigeria, extremely few producers sell their marketable
surplus foodstuffs before harvest., Most sell the majority of their surplus
in the months following the harvest, the remainder being stored by the
producer for sale later in the season, The distribution of warketable
surpluses throughout the year is quite seasonal for yams, maize and cowpeas
in particular, although the seasonal effect is reduced to some extent due
to different harvest seasons in the forest zone and the (North Guinea)
savanna zone and by storage undertaken by producers, Figure 1.1 presents

an estimate :of the proportion of marketable surplus commodity in Ibadan's
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PERCENT OF MARKETABLE SURPLUS IN IBADAN'S MAJOR SUPPLY AREA

Figure 1.1

TIMING OF CONSUMPTION OF MARKETABLE SURPLUS
COMMODITY IN IBADAN'S MAJOR SUPPLY AREA
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major supply area consumed in each quarter, Most striking, perhaps, is
that 70 percent of the marketable surplus of yam is consumed between July

and December,

Very little storage is undertaken by traders to capitalize on the
seasonal rise in prices., Mostly, traders hold stocks to insure a regular
flow of transactions, the amount of each commodity being determined primarily
by the level of sales, available capital, storage capacity, and procurement
costs. As can be expected, traders handling rice and cowpeas generally
maintain a larger average inventory and hold it longer than traders dealing
in foodstuffs procured locally. For example, at the time of interview,
the average value of the inventories of wholesalers of rice and cowpeas
in Ibadan was £233 ($652) and £128 ($358), respectively, and they had been
held for an average of 12 and 10 days. This compares with an average
inventory of £30 ($84) for yam, £27 ($76) for gari and £37 ($94) for

*
maize, which had been held for an average of 3, 5 and 7 days respectively.

An important implication of this inventory policy of intermediaries
is that relatively little seasonal storage occurs in the marketing system,
This means that, except for the one to four weeks that commodities usually
take to pass through the system, the pattern of seasonal consumption
essentially describes the seasonal flow of commodities through all levels

of the marketing system.

6. Form of Commodity

Producers and traders seldom change the form of staple foodstuffs,

Producers mostly sell yam and cassava in (fresh) tuber form, maize is

* ‘Tables 9.40 and 9,41 (Volume 3).
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initially sold fresh on the cob but as dried shelled maize once it matures,

rice as paddy, and cowpeas in dried shelled form,

Processors are usually local residents specializing in.processing.
They mostly buy directly from producers and process and sell locally. This
is particularly true for yam and cassava flour and gari, However, marketable
surplus rice is frequently milled in the area of production by traders who

sell elsewhere,

Table 1,2 presents an estimate of the form of purchase of each commodity
by consumers in Ibadan's major supply area, Ready-to-eat-food sellers are
generally sedentary, undertaking very little transportation and storage

of commodities.

Table 1.2

FORM OF PURCHASE OF VARIOUS STAPLE FOODS BY CONSUMERS -
IN IBADAN'S MAJOR SUPPLY AREA
(Estimated Percent Distribution)

Commodity
Form Yam Cassava Maize Rice Cowpeas
Fresh 60 Tr 15 - -
Dried 25 5 10 Tr 25
Hulled - - - 90 -
Flour 5 Tr - - -
Gari - 85 - - -
Ready~to-eat _10 _10 _75 _10 _75
Total percent 100 100 100 100 100

Note: Tr = trace,

Source: Stanford Research Institute,
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7. Terms of Sale

Although it is customary to’demand cash at time of sale, credit
is frequently extended, particularlyjy at the wholesale level, It is estimated
that 20 percent of wholesale transactions are financed b; credit.* Larger
wholesalers tend to sell a higher proportion of their goods on credit than
smaller wholesalers, Also, for the assembler selling through agents, credit
is effectively granted until the commodity is sold by the agent (wholesaler)
and also frequently thereafter., Retailers and ready-to-eat-food sellers
sell very infrequently on credit, except to established customers who are
suffering temporary hardships, Some producers sell on credit to processors

and assemblers, on the understanding that as soon as the buyer has sold

the commodity he will pay the amount outstanding.

8, Transportation Used

The movement of marketable surplus staple foods in Ibadan's supply
area is accomplished mainly by truck, Only in the inter-regional movement
of rice and cowpeas is the railway used. Here it accounted for just over
10 percent of the volume of these commodities sold in Ibadan in 1967;1 in
more normal times the percentage is somewhat higher. Canoes and other lagoon
transportation are not used to move goods to Ibadan, although it is important
for foodstuffs moving to Lagos from Mid-Western Nigeria and the Niger-Benue
River area. Animals, bicycles and handcarts are insignificant in all locations,
Supplies are usually head-carried over relatively short distances and from

the farm to other means of transportation,

* Table 7.6 (Volume 2),
t Appendix Table 7.28 (Volume 2),
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E, INTERMEDIARIES

1, Business Structure

The marketing of staple foods is performed almost entirely by sole-
proprietor businesses, partnerships being secondary. In the second market
trader's survey in Ibadan, for example, 99 percent of the traders who were
performing only retail functions were sole proprietors, along with 85
percent of the traders who were performing both retail and wholesale
functions and 77 percent of the wholesalers: the remainder were in
partnership.* The only corporate entities involved are those importing
rice from external sources; these companies operate entirely outside the
traditional marketing system, although they do supply wholesalers who are
part of the system, Food marketing cooperatives exist but are few in number

and small in size.

2, Personnel

At first sight, the food marketing system appears to be almost entirely
in the hands of women, However, men are important, particularly in the
assembling and wholesaling of supplies, For example, in the survey of
wholesale traders in Ibadan, 79 percent of those interviewed were men and
85 percent of the total value of sales recorded was attributable to them,t
This means that men have a considerable degree of control over the major
movement of foodstuffs, particularly at the points where they are bulked

from rural areas and finally enter the distributive system in urban centers,

* Page VIII-52 (Volume 2).
t Page VII1-57 (Volume 2).
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During the survey period, a total of 119,448 sellers were enumerated
in 84 markets for an average of 1,422 sellers per market: the average
for the 48 rural markets was 1,170; 2,235 for the 16 markets in Ibadan;
and 1,375 for the 20 markets in urban centers outside Ibadan, Of the 35,759
sellers enumerated in the markets in Ibadan, 25 percent were dealing in
staple foods, and of these 53 percent were female retailers, 10 percent
female wholesalers, 5 percent male retailers, and 32 percent male wholesalers.

%
Most (94 percent) of the male retailers were handling fresh and dried yam,

In the rural markets again, 25 percent of the total number of sellers
enumerated were trad;ng in staple foods. However, although men were
‘particularly important in the fresh yam trade, where they comprised
35 percent of the total fresh yam sellers, they were relatively minor for
the other staples accounting for only 13 percent of all staple food sellers,t
"his results from the fact that men usually by-pass rural markets and deal
di;ectly with the larger farmers and also that they sell their assembled

supplies mostly in urban rather than rural markets,

Traders mostly (75 percent in one survey*) enter into the business of
staple food trading only after they have learned the art of trading through
a formal period of apprenticeship for from one to two years, This is
usually served with a relative, often a mother or a sister in the case of
a woman, About the earliest age that traders enter into business on their
own account is 20 years of age. However, most traders begin when they are

considerably older; in the first survey of traders in Ibadan, the average

* Tables 2,5 and 8.29,
t Table 8,30 (Volume 2).
¥ Page IX-1 (Volume 3),
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age at which they began trading was 32 years., Starting capital is generally
low at about £5 to £15 ($14-$42) and is usually borrowed.

Once established in their businesses, traders tend to take their trade
seriously and to work hard at it. Although free to move to other markets,
they generally remain in the market(s) where they first established them-
selves, This applies to traders in both urban and rural markets, 1In the

first survey of market traders in Ibadan, for example, the traders inter-
viewed had been selling in the same market for an average of 9,8 years, while
they had been trading altogether for an average of only 10,0 years.*

Overall, traders generally trade for the full 8 to 12 hours of every mar-
ket day, However, days are frequently taken off to attend to private business
and to participate in ceremonies and festivals., This is more common among
women and among retailers than among men and among wholesalers, Other days
are also lost to sickness,

The level of literacy among traders is very low, most being able to speak
only Yoruba. Even in Ibadan, 58 percent of the men and 87 percent of the
women had never attended school.t For the most part, only the larger whole-

salers trading in rice and cowpeas were generally literate,

Although the practice of employing one or more assistants in common, espe-
cially in urban markets, it is still far from general., For instance, in the
first survey of market traders in Ibadan, 23 percent of the retailers and 44
percent of the retailer-wholesalers and wholesalers employed assistants. Most
of these assistants were related and were provided the basic necessities of
life rather than being paid a cash wage, In the more detailed survey of
wholesalers in Ibadan, only 28 percent employed assistants, one employee being
usual. Although 72 percent were related to the proprietor in some way, 53

percent of the assistants were paid a regular cash wage.*

* Table 9.1 (Volume 3),
t Table 8.32 (Volume 2).
¥ Tables 8,39, 8.35 and 8.36,
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3. Size

By all measures, most staple food traders conduct very small businesses,
First,'in,terms of the average value of monthly sales, the second survey of
matket traders in Ibadan showed that retailers had average sales of £61 ($171)
per month, retailer-wholesalers £106 ($297), and wholesalers £237 ($664).
Second, in terms of number of transactions per day, the observation of
retailers for one day each in Ibadan produced an average of 9,3 transactions
per day for retailers. For wholesalers in lbadan, an average of 2.3 trans-
actions per day was obtained. Many traders will frequently go for a whole
day without any transactions at all. And third, in terms of the average quan-
tityvhandled in Ibadan, retailers generally sell from 5 to 10 bags per month,

while whol.,salers handle around 45 bags per month, *

For the major survey of wholesalers in Ibadan, the average quantity of
each commodity handled per month varied considerably, ranging from 15,5 long
tons for dried yam; through 23.0, 29,4 and 35.2 long tons for gari, maize,
and yam, respectively, to 35.4 and 47.0 long tons for rice and cowpeas,
respectively.Jr Figure 1,2 shows this variation for each commodity in terms
of the value of monthly sales, The fact that rice and cowpea wholesalers
usually have bigger businesses may be attributed to the high cost of imporéing
these commodities into the Region, including the time spent travelling, Sig-
nificant savings can be effected by buying in quantity, as per unit costs are

generally lower for large volumes,

Although most wholesale businesses are very small, some relatively large
wholesalers do exist, In fact, a considerable proportion of all wholesale
transactions are handled by these businesses, As Fingv 1.3 indicates,
based on the total value of staple food sales by the wholesalers interviewed

in Ibadan, 1less than 20 percent of the wholesalers handle one-half

. * Tubles 9,24, 9,25, 9,28, 9,33 and 9,34 (The last two tables were adjusted
for the fact that for each wholesaler included, there was stocked an aver-
age of 1,5 staple food commodities,)

+ Page 1X-54 (Volume 3).
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Figure 1.2

MONTHLY SALES BY WHOLESALE BUSINESSES IN IBADAN
FOR SEVEN STAPLE FOODS
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VALUE OF MONTHLY SALES OF STAPLE FOODS - £
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SIZE OF WHOLESALE STAPLE FOOD BUSINESSES IN IBADAN

n = 562

AVERAGE =|£185 ($518)

0 25 50 75
PERCENT OF WHOLESALERS

100

n =562

7

0 25 50 75
PERCENT OF WHOLESALERS

SOURCE: SRI Wholesale Traders Questionnaire

100



of all wholesale sales, A disproportionate share deal in rice and cowpeas
and actually procure their own supplies from the supply areas, On the
other hand, wholesalers dealing in the locally-produced commodities are
generally smaller because a large number aile merely acting as agents for
assemblers from the supply areas, Additionally, there are few economies

of scale in assembling locally-~produced commodities,

Retailers generally have relatively low selling costs, for the same
reason, Consequently, those retailers selling the relatively cheaper
locally~produced staple foods sell more in weight but about the same in
value as those selling the more expensive foodstuffs, particularly rice
and cowpeas. The almost unrestricted possibility for retailers to change
from one commodity to another reinforces the tendency for returns to be
comparable regardless of the commodity, so that the quantity sold varies
with relative prices and returns, Mostly, only a small movement of traders
from one commodity to another is required to achieve this effect, although
for the more seasonal commodities, the large fluctuation in the quantity
of supplies forces a relatively large number of traders to change commodities.
Nevertheless, a large variation exists in the sales of retailers although

somewhat less marked than that for wholesalers,

4, Costs and Returns

Both gross and net returns to traders are quite low, particularly for
retailers and others with a low level of sales, Table 1,3 presents average
revenue statements for a one-month period for the various types of traders
in Ibadan interviewed with the second market trader's questionnaire, As

these interviews took place during a period of high cyclical prices when
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Table 1.3

AVERAGE MONTHLY REVENUE STATEMENT OF VARIOUS TYPES OF STAPLE FOOD TRADERS IN IBADAN

Retail-~ Wholesale
Retail Only Wholesale Only All Sellers
Item Value Percent Value Percent Value Percent Value Percent
Sales £61 100 £106 100 £237 100 £119 100
Less cost of goods sold 56 91 93 88 207 87 106 89
Gross margin 5 9 13 12 30 13 13 11
Less selling expenses 1 2 8 7 15 7 6 5
Rent .4 .6 1.6 1.5 2.0 .8 1.1 .9
Transport
Lorry .2 .3 5.1 4.8 11.5 4.9 4.4 3.7
Headcarrier .4 .6 .7 .7 1.1 - .6 .5
Wages "k * .4 .4 .4 .2 .2 .2
Other * * * * .4 .2 .1 .1
Net margin £ 4 7 £ 5 5 £ 15 6 £ 7 6
Nuanber of responses 131 55 70 256

* Less than 0.05.

Source: Stanford Research Institute, Market Traders Questionnaire #2--Ibadan - August-September 1966.



traders' margins are usually relatively low, the margins shown in Table
1.3 are probably considerably smaller than those obtaining during more

normal times,

The major cost incurred by traders, after investment in the commodity,
is transportation. Table 1.3 shows this to be in excess of five percent
of the selling price for the traders actually procuring commodities from
the supply areas. However, in the later survey of wholesalers in Ibadan
when prices were somewhat lower, an average of 10 percent of the wholesaler's
selling price was spent for transportation, although by commodity this
varied from under 7 percent for maize to 13 percent for cowpeas and 17
percent for yam, Although considerably smaller, rent is also an important

item of expense. Wages and other costs are generally insignificant.

The net return, particularly to the small trader, is small. For
example, as Table 1.2 indicates for the respondents in the second survey of
market traders in Ibadan, the average net margin was £ ($19) per month al-

though this varied from an average of £ ($12) for retailers to £15 ($42)

for wholesalers.

Among these sellers, 7 percent claimed that they had either made no
gain at all or had incurred a loss on the previous month's trading activities.
Based on these margins, this means that for about a 10-hour day, retailers in
Ibadan receive a net return for their labor, capital and management of about
two to four shillings ($0,28-$0.56) per day, while wholesalers receive about
five to ten shillings ($0,70-$1.40) per day. Wholesalers are generally as
well off as, if not better off than manual laborers, while retailers are not
as well off, However, the alternative employment opportunities for women,
who comprise the overwhelming majority of food traders, are few. Many of

the other occupations in the traditional economy have higher prestige and
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are more lucrative but require more skills.

5., ‘Capital

The staple food marketing system is entirely financed by the private
sector of fhe economy. An estimated 60 percent of the capital employed
by assemblers, 65 percent by wholesalers and 40 percent by retailers is
actually provided by the trader himself, Relatives, friends and suppliers
provide most of the remainder. Suppliers are particularly important for
retailers, to whom they supply an estimated 20 percent of the total capital
used: for wholesalers who own their own supplies, they provide an estimated
5 percent, while for wholesalers who only act as agents, their own trading

capital is extremely small.*

Relatively little short term capital is borrowed by staple food
traders. For example, in the second survey of market traders in Ibadan,
only 21 percent had borrowed money during the previous year. For retailers,
the amount was generally less then £20 ($56), while wholesalers mostly
borrowed less than £50 ($140). The source of these funds for 91 percent
of the retailei's was relatives, mostly spouses but also brothers and sisters.
For wholesalers, relatives accounted for only 30 percent of the loans, while
friends provided 52 percent. It is also significant that a trade association,
a commercial bank and a cooperative thrift and loan society provided short
term loans to severél wholesalers. Commercial credit sources are not usually

open to traders in the traditional marketing system.'r

Customarily, interest is not paid when money is borrowed from relatives,

and in many cases friends do not expect interest on funds borrowed from

* Table 9.47,
t Tables 9.50 and 9.51.
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them. Frequently, however, the lender does expect to receive some share
of the profit derived from trading activities that result from the loan. For
the 11 percent of the traders who borrowed money and who were paying interest,

the annual rate of interest paid ranged up to 70 percent.

The major uses of capital are to finance the procurement and holding
of supplies and, for those traders who do so, to finance credit extended to
customers. For example, in the major survey of wholesalers in Ibadan, an
average of £100 ($280) (or 54 percent of average monthly sales of £185) was
invested in inventories and an average of £41 ($115) in debtors. Relatively
little capital is invested in fixed physical facilities and usually even less
in equipment. Cash reserves are generally small or nonexistent. The only
other major asset may be an initiation fee paid to a trade association as a

prerequisite for entry into the trade.

6. Trade Associations

Trade associations are a common feature among staple food traders
in most markets. In the first survey of market traders in Ibadan, for
example, 72 percent of the traders interviewed belonged to one of the ten
trade associations identified. These associations are usually specific to
one market and often to one commodity and one type of trader. However,
several large and more general associations exist. One in particular was

found to be quite effective in much of the major supply area to Ibadan.

Three main factors are responsible for the existence and functioning
of trade associations. First, they assure social obligations, such as
giving protection and assistance to members encountering unusual personal
hardship. This is particularly important to women retailers. They also

help to organize the traditional ceremonies and festivals associated with
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,tpé‘ﬁarket. Secondly, they regulate trading activities and present a
unified "front" to safeguard group interests., In some cases, such regula-
tion includes the requirement that new traders be approved by the trade
association, after which membership is obligatory; the withholding of the
new crop until all of the old crop has been cleared at the prevailing price;
price setting; and the petitioning of local government councils and other
agencies for such items as improved facilities and extra services, as well
as for tax, stallage and other financial relief. And third, trade associa-
tions may be used by the political parties as a "tool" to gain the support

(control?) of traders.

For the most part, retailer trade associations perform primarily social
functions. Wholesaler and assembler trade associations, on the other hand,
are significantly more effective in performing their economic functions and
frequently have a considerable degree of control over their members which
allows them to affect the economic behavior of their members. Except in
these cases, the ability of most trade associations to directly control the
business activities of members (and non-members where they are important) is
strictly limited. Seldom, for instance, can prices be effectively regulated
by most associations, The major effect of the injection of politics into

these organizations has been to cause disunity and in some cases disintegration.

F, BEHAVIOR AND PERFORMANCE OF THE MARKETING SYSTEM

1. Price Response

Prices in the staple food marketing system in Western Nigeria are
remarkably prompt in reacting to changed supply and demand conditions.
Traders are keenly aware of price spreads and margins and seize every
opportunity to take advantage of them. Not only do the intermediaries respond

to changed conditions, but the system itself encourages rapid price response,
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congisting as it does in most places of a large number of small traders in
competition with each other. Capital requirements are small; commodities

are essentially homogenous, unpackaged, and only informally graded. There are
few locational advantages for traders. Production is in the hands of small
producers and there are no food plantations. Many small consumers represent

the final market for foodstuffs.

Already mentioned is the point that the markets of Western Nigeria are
linked through the competition of traders who supply the urban centers and
assemble their supplies in the major areas of marketable surplus supplies.
The price they are willing to pay for supplies is directly related to their
latest information on the wholesale price in the urban center in which
they sell. As most of these traders are investing their own capital in
procuring supplies, they are hesitant to buy unless the price spread
is sufficiently attractive. In general, the more attractive the price
spread, the greater the amount spent on procuring supplies. Essentially,
then, traders performing the assembling function vary their demand with
the relative prices in the two markets in which they trade and hence vary

the supply of the commodity to the urban center.

In the urban center, traders compete with others selling supplies from
many different sources, It is the interaction of the wholesalers selling
these supplies, particularly the small number of large wholesalers, that
establishes the price in the urban center, Wholesalers will sell for =«
lower price when they become particularly anxious to clear their supplies;
this frequently happens with assemblers selling through wholesaler agents
who wish to return to the supply area but are not willing to leave until

they have received the money from the sale of their commodity. Similarly,
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"wﬁolesalers less anxious to sell will attempt to sell for a slightly higher
price, It is péincipally the overall current supply and demand situation
of the commodity in the urban center itself that determines its price.
Anticipated supplies from the supply areas and potential wholesale supplies
from other urban centers are not particularly important factors at present,
due to very imperfect communication of such information and the present

negligible movement of commodities between urban centers,

Retailers buy almost exclusively from other traders and for the most
part are price takers, They have only a limited influence on selling
prices, which are based on the prices they have to pay. This limitation
is compounded by the relatively small margins that exist for retailers,

The real price charged for small units of sale is determined by the quantity
heaped into the measure (the price remaining constant), whereas price is

the major competitive element in sales of larger units, In general, this
means that prices are set not hy the large number of small, gompetitive
retail traders but by the few, usually large, traders who supply the urban

centers,

There are few institutional rigidities, although traders are controlled
to some extent by trade associations, particularly with regard to the
entry of new traders, price agreements, permitted.supply areas, and so
forth., Particularly for some of the wholesaler and assembler trade
assocliations, their collusive behavior constitutes a departure from the

model of a perfectly competitive marketing structure,

Government involvement in the system consists mainly of regulating
and providing trading facilities and producing, selling and buying

comparatively small quantities of foodstuffs, When circumstances

I-34



dictate, this is supplemented by emergency measures, such as the embargo
by several local governments on the export of surplus foodstuffs during
the period of scarcity in 1966, However, enforcement of these measures

is not often effective,

2, Temporal Price Behavior

Temporal price behavior can be divided into short~term and long-term
aspects, The former relate to allocation of the commodity throughout
the crop season, including storage practices, and the latter to price
movements between crop segasons, for which cyclical and secular changes

in the conditions of supply and demand are important.

There are marked seasonal price patterns for all staple foods in
Western Nigeria. For example, those calculated for seven staple foods for
Ibadan are illustrated in Figure 1.4, These seasonal variations relate
closely to the agricultural production patterns of the major supply areas,

The extent of the seasonal price fluctuation is determined by the seasonality
of production, the perishability of the commodity, and current storage
practices, Prices of the more perishable commodities (yam, maize and
cowpeas) fluctuate more than those of the less perishable commodities

(yam and cassava flour, gari and rice).

The average percentage seasonal retail price rise in Ibadan for the
seven major staple fcods illustrated in ‘Figure 1.4 and calculated from the
seasonal price indexes for the period 1953-65 (1951~65 for yam tubers),

were:
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SEASONAL INDEXES FOR SEVEN STAPLE FOODS
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Average percent

Number of months Seasonal price rise
between seasonal :

Commodi.ty low and high prices Total Per Month
Yam - tubers 7 91.4  13.1
- flour 6 8.0 1.3
Cassava - gari 6 15.9 2.6
- flour 7 16.2 2,3
Maize 8 33.7 4.2
Rice 6 8.0 1.3
Cowpeas 9 27.4 3,0

All commodities except gari, cassava flour, and maize have only one
major harvest season each year, after which the priée rises until the
appearance of new season supplies. Cﬁssava may be harvested throughout
the year, but there are two short periods of major price increase for
both gari and cassava flour, Maize has two crop seasons per year and
two major periods of seasonal price increase, The two seasonal price rises
occurring within each year for gari, cassava flour and maize, are the price

rises which must be compared with the cost of storage.

The most spectacular seasonal price rise occurs in yam tuber prices.
However, nearly two-thirds of this rise occurs in the last three months
before the appearance of new season yams, Given the risks and costs of
storing yam tubers, pﬁrticularly those attributable to weight losses which,
under normal conditions are at least 10-20 percent after three months and
20-40 percent after five months' storage, the average return is probably
closer to three pefcent per month.* Furthermore, the price risks inherent

in storing yam are frequently quite substantial, as there are very

* Page XI-44 (Volume 3).
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considerable fluctuations in the seasonal price pattern from year to year,
The average return for yam flour from starage during the same period was

one percent per month,

Stored properly under reasonable conditions, gari will maintain its
opiginal quality for several montks, Despite this, it is apparent that
there is relatively little speculative storage of gari to take advantage
of seasonal price fluctuations, Gari prices tend to follow yam tuber
prices during periods of more extreme yam tuber price fluctuations,
The rise in gari prices is generally short-lived,lasting only about two
months, .Nevertheless, these short-term fluctuations are somewhat predictable,
occurring most often during January-February and May-June. These seasonal
price riseé mostly reflect the relative increase in demand for gari that
occgrs‘as the availability of close substitutes, particularly yam tubers,

declines and their prices rise,

Commodity losses suffered in the storage of maize and cowpeas are
frequently high, particularly when they are stored under traditional
methods, The average seasonal rise in price is considerable and is
prpbably in excess of direct storage costs. Rice is the only major staple

food for which the seasonal pattern of distribution is reasonably well

.assufed by the marketing system, Based on these seasonal price indexes,
rice.and dried yam have the lowest average gross return to storage., The
major factors contributing to this fairly stable pattern of seasonal
rice prices are the existence of several major supply areas, the storability
of rice, and the relatively large quantities in storage both in the supply

and consuming areas,
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As Figure 1,5 demonstrates for all seven staple foods in Ibadan, based
on annual average prices from 1953 to 1966 (Yam; 1951-66), a pronounced
cyclical pattern is present in all staple food prices. This pattern
is particularly striking in gari prices where the cycles are about five
to six years in length, The general existence of this type of cyclical
price behavior throughout the Region is shown for gari in Figure 1,6, where
the annual average prices for seven urban centers are illustrated, Because a
of these staple foods are substituted for one another to a great extent
by consumers to offset price changes, cyclical behavior especially of the

locally-produced staple foods, is closely related,

This cyclical price behavior is closely associated with similar
movements in Loth the quantity of marketable surplus staple foods and the
level of consumer demand., Relatively small variations in the overall
level of food production are magnified in the quantity of marketable
éurplus avallable because most food production is for subsistence purposes,
For example, the average percent of production which was marketable surplus
for farmers in the Producer Survey was:

Average Marketable Surplus

As Percent of Output
(For Responding (Adjusted for

Commodity Farmers) Non-Respondents)
Yam 21 18
Caspava 38 25
Maize - early 47 42
Maize - late 42 30
Rice 50 47
Cowpeas 33 24
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For most producers, the major share of all fluctuations in output are

reflected in the smount marketed rather than that retained for private

consumption.

The two most recent periods of cyclically high prices coincide

with periods of major political activity and civil disturbance. This

is generally credited with having resulted in a reduction in

agricultural activity and a decrease in available supplies. However,

it 1is more likely that farmers just withheld supplies of foodstuffs

from the market when they learned of disruption of internal security.

Other factors are also important in determining the level of inarketable

surplus.

(a)

(b)

(c)

(d)
(e)

Principal factors are:

the profitability of cultivating food crops relative to cash
crops, particularly cocoa;

variations in seasonal conditions, particularly the rainy
season in the savanna areas;

variations in incidence of crop pests and diseases;

the general availability of transportation; and

the general level of economic activity and lncome, particularly

that associatcd with the major cash crops.

The demand for marketable surplus staple foods is determined by

the level of economic activity which affects both per capita income

and the proportion of the population dependent upon the marketing

system as a source of foodstuffs., In periods of high cash crop prices,
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for example, cash crop farmers may tend to rely on the markei lns system

for a higher percentage of their food supplies than at other times.

The response of prices to these changes in the overall supply
and demand situation of staple foods is magnified to a certain
extent by a form of price rigidity. Where relatively large changes
in this relationship occur, the maximum amount the price is allowed
to change is somewhat constrained by prices and by the bargaining
position of each level in the system in relation to the previous
season. This is particularly true for producers, as both the
prices they receive relative to urban retail prices and their
bargaining power are positively related to the cyclical movement of
prices, which tends to accentuate these cyclical price movements,
Although major changes in price occur, they are modified to some

extent by the existence of this factor.

Gari is an especially interesting case. In general, it is the
least preferred, cheapest, and most supply-responsive of all the staple
foods. In periods of scarcity, its demand increases relative to the
other staple foods, while in periods of abundance, the opposite is
true. This fact underlies the more pronounced cyclical behavior

assoclated with gari prices.

A small upward secular trend was found in several commodities
but it was relatively unimportant compared with the magnitude of the

cyclical price movements.
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3. Spatial Price Behavior

Spatial price differences which can only be partly explained by
transportation costs exist between the various areas. These differences
continually fluctuate in magnitude, although major price movements
throughout the Region tend to be roughly parallel over time; this can

be seen for annual average prices in Figure 1.6.

Based on the price series data collected in the two central market
complexes in Ibadan, where price differences considerably in excess of
transportation costs were found to exist, it can be expected that the
same imperfect spatial price behavior exists throughout the Region. The
correlation and other analysis of monthly retail prices from 1957 to 1965
in nine urban centers supports this expectation. Significantly, from
the correlation coefficients for two-year periods, it seems that the
degree of price consonance between areas has increased to some extent
during the past few years and was especially high during the period of

rapid cyclical price movements in 1965-67.

The closest price relationships were generally those existing
between Ibadan and Lagos. For gari end cowpeas, for example, the
bivariate correlation coefficients obtained were in excess of 0.9, which
suggests a high degree of association for these commodities. For yam
and maize, a moderately strong association exists, with the values in
excess of 0.8. Rice and cassava flour were only loosely associated,

while yam flour prices showed almost no association,
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As Table 1.4 indicates, a high to moderately high degree of
assoclation exists in the prices of gari and cowpeas throughout
most of the Region. In contrast, the markets for the other commod-

ities are mostly only rather weakly associated.

The shorter the time span and the less marked the price change,
the less likely are prices in other areas to respond to a price
change somewhere in the system; however, the system tends to be
quite responsive to fairly major price movements, although usually

only with a time lag of several weeks or more.

Between urban centers, wholesale prices are considerably more
closely related than retail prices. Figure 1.7 shows monthly
wholesale prices for gari and cowpeas in Ibadan, Lagos and Akure.
The general similarity between wholesale price movements of these
commodities in these urban centers is readily apparent. Nevertheless,
even here considerable price discrepancies exist. For example, between
1962-1967, wholesale prices were higher in Lagos than Ibadan by an
average of 12 percent for gari, 8 percent for maize, 18 percent for
rice, and 3 percent for cowpeas; only about one half of this difference
is made up of higher transportation costs*. The Aifference in retail
prices is even greater, Lagos being from 30 to 50 percent higher than

Ibadant. The existence of significantly higher margins for staple foods

* Page X-138.
+ Based on data from the Federal Office of Statistics.

1-45



Table 1,4

BIVARIATE CORRELATION COEFFICIENTS OF SYNCHRONOUG
RETAIL PRICE SERIES FOR 9 SELECTED URBAN
CENTERS FOR YAM, GARI, MAIZE AND COWPEAS

1957-1966
Commodity and 1jebu~
Urban Center Ibadan Lagos Badagry Eiinrin Ode Abeokuta 1lesha Ondo Akure
Yam
Lagos .83 1.00
.87 .69 1.00
.70 .18 14 1.00
.59 .59 37 .43 1.00
.49 .52 .28 31 .58 1.00
.38 W33 .28 A7 .33 .25 1.00
.43 48 .37 39 .46 al 80 1.00
Akure 45 .40 .30 .21 37 .36 48 .42 1.00
Moan price 3.09 2.82 2.61 2.57 2.12 2.20
(d/1b)
gard
Lagos 93 1,00
.88 .87 1.00
94 94 .01 1.00
.83 .89 .83 .89 1.00
.01 .86 .88 .89 .89 1.00
.93 .91 .84 .89 .87 .83 1.00
.86 .83 a7 a7 .83 .80 .81 1,00
.98 .02 .87 .03 .80 .82 .80 .85 1.00
Mean price 3.18 4.714 2.97 2.74 2.78 2,66 3.31 3.19 2.83
(d/1b)
Maize
Lagos .82 1,00
75 .79 1.00
.78 .81 .81 1.00
.82 .70 .68 71 1,00
.81 .60 .67 .60 .64 1.00
.76 .68 .61 59 .83 .39 1.00
Ondo .68 .58 ] .37 .83 .43 .66 1.00
Mean price 3.49 4.81 3.77 3.77 3.80 3.38 4.08 2.94
Cowpeas
Lagos 01 1,00
.80 .85 1.00
.88 .83 .87 1.00
9l .88 .83 .86 1.00
78 .80 74 .81 .81 1.00
.85 .84 83 82 .87 .82 1.00
Ondo .88 .84 8% 84 8s .72 87 1.00
Mean price 5.72 8,35 6.43 6.39 5.74 6.40 8.28 6.77
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in Lagos compared with Ibadan reflects not only the higher costs of
trading but also the ability of traders to obtain higher prices as
consumer incomes rise. A similar situation exists in Ibadan between
the lower-priced indigenous markets and the higher-priced more "modern"

markets,

Prices are generally as low or lower in Ibadan than in most of
the other urban centers of the Region. This results from Ibadan's
role as a traditional center of trade and transportation witﬂ strong
links with most of Western Nigeria (including the major areas of supply
of locally-produced foodstuffs), the relatively large demand, and the

well-developed market system With a large number of competitive traders.

Three principal factors are responsible for the relatively imperfect
spatial price behavior which exists in Western Nigeria. First, the lack
of relevant and current information. Second, the relative independence
of urban centers with interaction only occurring in competitive supply
areas. And third, the absence of a class of traders willing to speculate

on price differences between urban centers.

4, Commodity Price Relationships

Using an index of relative prices based on the annual retail price
for 1,000 calories, Table 1.5 indicates that gari and maize are generally
the cheapest sources of calories, with a price generally between 40 and
60 percent of the average annual price of yam. Rice is mostly 30 to 50

percent more expensive, while cowpeas are about 20 percent less expensive
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Table 1.5

INDEX OF RELATIVE PRICES IN IBADAN BY COMMODITY
1960-66

Jonversion Factor™®

Calories/1lb Moisture Index of Relative Pricest (Yam Tubers = 100)
of Edible Content Sept.
Commodity Portion (percent) 1960 1961 1962 1963 1964 1965 1966 1966
Yam ‘ .
- tuber 471.7 73 100 100 100 100 100 100 100 ‘100
- flour 1,439.9 18 96 98 86 102 89 76 70 151
Cassava
- gari 1,551.3 12 52 57 46 44 34 40 62 113
- flour 1,551.3 12 42 55 a7 50 42 41 50 71
Maize 1,646.6 12 50 60 46 49 47 44 46 39
Rice 1,605.7 12 152 143 138 155 154 134 122 192
Cowpeas . - 1,542.2 10 80 78 80 74 67 74 108 223
Price of yam tubers (d/1,000 3.77 4.18 5.55 4.09 4,03 4,64 5.79 3.83

calories)

* After B. S. Platt, op. ciit. Note: The calories per 1lb of edible portion are based on the percent

moisture contents as shown.

t Index of relative prices: Average d/1,000 calories as a percent of the value for yam tubers.

Note: Based on annual retail price data supplied by Federal Office of Statistics, except September

1966 data which are based on wholesale prices and samples collected by Stanford Research

Institute (see Table 11.19).



than yam for a comparable number of calories. Fy season, however, this
pattern will tend to fluctuate quite widely. For example, this can

be seen.in the September 1966 prices in Table 1.5 where yam and maize
prices were seasonally low while the other prices were seaéonally high

and still under the influence of high cyclical prices,

Inter-commodity price movements are seldom strongly associated
because the temporal price characteristics of each commodity differ;
for example, the peculiar seasonal features of yam, maize and cowpea
prices and the greater cyclical movement in gari prices due to its
beipg substituted for higher-priced staples when food prices rise
cyclically. The substitution of staple foods for one another is rarely

based on price alone.

The prices of the two forms of yam (tuber and dried [flour]) are
particularly weakly related. For example, Table 1.5 shows that the
relative price of yam flour is frequently less than that of yam tubers,
even though considerable processing is required to produce yam flour,
However, savings are affected in transportation because the processed
form contains only about one-third of the bulk, and in storage because
it i1s considerably less perishable than the tuber form. Furthermore,
with the major exception of Ibadan, fresh yam is definitely preferred

to yam flour so that it is likely to have a more elastic demand schedule

The processes used in the transformation of the two cassava product!

are roughly the same, although the gari product requires more labor and other
inputs. While prices tend to be about the same, large swings in price,

lasting several years, are common. Processors tend .o specialize in one
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commoéity'only, so that prices may deviate substantially before a
supply.adjustment is.effected. Compared with the unprocessed
'commodities, processing and marketing margins are considerably higher,
farmers receiving probably about 20 to 40 percent of the retail price

~ for their cassava.

Although a formally organized system of commodity grading does
not exist, quality differences are recognized by traders and consumers,
In general, the éresent marketing system tends to penalize below "average"
guality produce, while better quality produce is inadequately rewarded

primarily because the market for it is strictly limited.

5. Marketing Margins

Traders chiefly perform assembling, transporting and distributive
functidns, while seasonal storage is undertaken mostly by producers
and processing by specialist processors. For locally-produced staple
foods; excluding the processed cbmmodities, producers receive an
estimated 60 to 70 percent of the retail price in Ibadan and 40 to

* The marketing margin for

50 percent of the retail price in Lagos.
processed commodities and those moving in inter-regional trade are

significantly higher,

Coincident with the fact that considerably fewer marketing services
are rendered than in the more industrialized countries is the fact that
marketing margins are also generally smaller. For example, in the United
Stateg theAfarmer's share of the retail price for a fresh bulky product,

potatoes, is 38 percent, for a dried unprocessed pulse:(Michigan dry navy

0
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beans) 40 percent and for highly processed grain in the form of white

bread, 16 percent,™

In general, marketing margins in Western Nigeria cannot be considered
high or excessive, Excluding the cost of transportation, the average gross
marketing margin received by each trader handling the commodity is
approximately 10 percent of his selling price. For the wholesalers

surveyed in Ibadan, this is shown in Table 1.6 to average 10 percent,

Table 1.6

AVERAGE MARGINS OF WHOLESALERS IN IBADAN

As Percent of Wholesale Selliqgﬁprice

Gross Transportation Adjusted
Margin Cost Gross Margin
Commodity (1) (2) (1) - (2)
Yam 31.5 17.7 13.8
Yam flour 13.6 7.4 6.2
Gari 17.0 7.4 9.6
Cassava flour 26.6 13.1 13.5
Maize 17.3 9.7 7.6
Rice 15.5 8.3 7.2
Cowpeas 24.7 10.6 14.1
Averagex 20.9 10.6 10.3

* Weighting each commodity equally.

Source: SRI Wholesale Traders Questionnaire,

* Marketing and Transportation Situation, ERS, US’3i, MTS-160,
February 1966, p. 29,
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although by commodity it varied from 6 percent for yam flour to

14 percent for cowpeas. Using an estimate of four for the average
number of times a locally-produéed commodity is exchanged in the
marketing system on its way from producer to consumer, this means
that traders receive a total of just over 30 percent of the retail
price. Further, for foodstuffs sold in Ibadan the average cost of
transportation is about 10 percent of the retail selling price.
Table 1.6 shows an average transportation cost of 11 percent of the
wholesale selling price for wholesalers interviewed in Ibad.a,
although this varied by commodity from 18 percent for yam to 7 percent
for yam flour and gari. Overall, at le-st for the locally produced
commodities, producers are receiving about 60 percent of the‘retail

price.
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Gs INEFFICIENCIES IN THE MARKETING SYSTEM

On the basis of the research results, the existing marketing system for
staple foods in Western Nigeria is considered to be functioning quite effectively
and at a reasonable cost given its technical, economic and institutional environ~
ment and the degree of risk involved. Nevertheless, inefficiencies do exist
in the present system, although many of the criticisms leveled at African food
marketing systems in general do not apply to Western Nigeria.

1. Intermediaries

The number of traders involved in staple food marketing is conspicuously
large, particularly at the retail level. However, in the movement of locally-
produced commodities through the marketing system, only about four exchanges
are involved. Most traders have very smail businesses by any definition.
Margins are usually not large so that absolute returns are generally quite mea-
ger. Although most traders are underemployed and have a low level of labor
productivity, little evidence was found to support the contention that this
causes the system to operate more expensively or inefficiently. In fact, at
the producer level and for the movement of supplies between urban centers, there
may well be too few traders. Furthermore, few traders are influ~ntial in
setting prices, most being essentially price takers. The problem of "too many
intermediaries in the marketing system" is therefore of little importance, and
given the limited alternatives available, trading is probably the most pro-
ductive career open to many people. The best means of reducing the number of
intermediaries would be to create employment opportunities in the other sectors.
Collusion among intermediaries through trade associations was found to exist
only at the assembler-wholesaler level, and even then it was not general. Overt

collusion among assemblers was encountered in that part of Ibadan's major supply
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'nga which lies immediately to the north and centers on Iseyin and Ogbomosho.
In Ibadan itself, trade associations were found to be most effective among
wholesalers of the imported commodities-~rice and cowpeas-~where they have been
able to enforce an agreement by cowpea wholesalers in Dugbe Market not to sell
new season supplies until all the stocks of old cowpeas have been cleared at

the prevailing price.

In addition to the economic control exerted by trade associations, more subtle
forms of collusion are possible among small groups of intermediaries. This is
particularly the case in rural areas where there are relatively few assemblers
or where assemblers come mainly from the same urban center. Furthermore, in
the smaller urban centers where there are comparatively few major suppliers
(wholesalers) of staple foods, tacit collusion is possible, although no posi-

tive evidence was obtained either of such collusion or its detrimental effect.

In general, group decisions are seldom strictly adhered to and are frequently
violated by individuals for their own gain, with the result that collusive
behavior is seldom a workable proposition except in the few instances where
small numbers of traders are involved. With the few exceptions mentioned
earlier, collusion is not prevalent in the marketing system and rarely leads to
excessive trading profits and major price distortion or misallocation of re~

sources.

The ability of traders to bargain with producers depends upon circumstances
such as supply and demand conditions, the farmer's need for money, how well in-
formed either side is on prevailing prices, and so on. In general, only when
supplies are relatively scarce and each farmer can sell to only a small number

of traders is the bargaining position of producers weak. Most farmers certainly
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are not as knowledgeable about market conditions as traders, but for the larger
farmers constantly involved in marketing activities, this is usually not a
major impediment in obtaining a "reasonable" price. Nevertheless, for the ma-
Jority of producers, the very imperfect m .ket information presently available
to them, their need for cash, the small volume of their sales, and the cost and
effort involved in carrying unsold goods home from the market all tend to reduce
their bargaining position at the time of sale. However, these disadvantages are
mainly due to environmental and production factors and not to the structure of
the marketing system. For the most part, traders are only taking advantage of
the opportunities available to them and no evidence was found of a general
attempt tq exploit farmers. This does not mean, however, that an effort should

not be made to increase producer bargaining strength.

Although cheating and deception are practiced o some extent hy traders, the
need for continuing good relationships between traders and their market pre=

vents. this from becoming a serious problem,

Given their resources and environment, traders in Western Nigeria are very com-
petent and understand the function of the market economy very well, Their
trading activities are restricted by their limited capital resources more than
any other factor. Relatively few economies of scale exist in staple food
marketing, except in the assembling of supplies, because trading costs other
than for transportation are small. Thus the large number of traders is not
a major impediment to the efficient functioning of the marketing system, as it

really only affects the level of return to individual traders.

The custom of extended family relatiorships makes trading easier for women,

who can delegate their domestic duties to other members of the family., It
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‘f&éeé place gr ater financial obligations on the men, although the need to have
sufficient trading captial always in reserve is clearly recognized. These

financial obligations are generally not a major problem,

2. Market Facilities

The physical organization of markets usually follows a rational pattern.
Traders selling the same commodities are grouped together, and a trader who can
afford either the construction cost or the rent will have a stall. The present
poor condition of most markets is mainly indicative of the low level of returns
to traders and their inability to pay for improved facilities. Local govern-
ments have made few investments in market facilities because capital loans to

local government councils are strictly limited.

Expanded and improved facilities, such as water, latrines, garbage disposal,
and stalls, would insure better selling conditions and help to raise the level
of hygiene and sanitation. Physical losses of commodity caused by exposure to
weather would be reduced and markets made more attractive to consumers. The low
level of government investment in facilities has certainly prevented the mar-
keting system from attaining its full development. However, to assess the
effect on the economic performance of the system, a cost-benefit study of such

investments would have to be made.

As most supplies are increasingly being assembled in a relatively small number
of markets, it is important that these have adequate facilities as well as the
necessary transportation and, 1f possible, communication facilities. The
present lack of public recognition of these markets means they perform less
effectively and are less instrumental in the movement of food than if they were

better developed. Increased throughput in selected rural markets would be a
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major factor in improving producer bargaining power.,

3. Price Behavior

Seasonal price variations are large and generally exceed the cost of
storing commodities under improved storage conditions. However, relatively
little seasonal storage occurs and storage facilities are at present used
almost exclusively by producers. Improved storage techniques and more seasonal
storage would doubtless improve the performance of the marketing system, although
the lack of seasonal storage does alleviate the problem of traders extorting an

excessive profit from the service.

The movement of commodities between urban centers to take advantage of price
differences is extremely small. As a result, prices in urban centers are only
loosely connected through the supply areas and are frequently quite divergent,
often far in excess of transportation costs. This somewhat important deficiency
arises from inadequate information, poor communication facilities, the tendency
of assemblers/wholesalers to trade with/or in only one urban center, the cost
of transportation, limited capital resources, and the risks involved in trading
in 32 new market, where any price difference may have disappeared before

supplies arrive.

In terms of basic conditions of supply and demand, the present marketing system
is very responsive. However, the spatial and temporal horizon of the area of
supply and demand taken into consideration in price determination is strictly
limited., For the most part, only rather localized areas are considered, with
the possible consequence that erratic and wide price variations associated with

the overall basic supply and demand position of the Region may occur.
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The present informal system of commodity grades and lack of standard weights
and measures places a severe restriction on the ability of the marketing system
to improve its performance and lower its costs, With a generally recognized
set of grades and standards, considerably greater economies of scale would be
possible in both the procurement and sale of supplies; storage and commodity
movements between urban centers would also be improved. Furthermore, consumer
preferences would probably be more accurately relayed back to producers in the

form of price incentives.

4. Capacity for Expansion

The present underemployment of traders indicates that the system could
be expanded considerably to meet the increasing demand of the rapidly growing

urban centers.

H., SUGGESTED IMPROVEMENTS IN STAPLE FOOD MARKETING

Despite the many deficiencies of the present staple food marketing system
discussed above, the research resulcs do not indicate that a major exchange in
structure is necessary at this time. The lack of alternative employment oppor-
tunities for traders and the scarcity of development capital makes staple inod
marketing a ;;fticularly low priority sector for large-scale government invest-

ment and participation.

Better results could be obtained at less cost if the government were to
direct its efforts toward aiding the system to function more efficiently.
Assistance in eliminating a few minor structural deficiencies is needed, but
the principal need is for an infrastructure conducive to more efficient
functioning. Some deficiencies, such as lack of market information and inad-

equate facilities, are very directly related to the marketing system; while
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others, such as education and public investment, are associated more with the
overall level of development and income in Western Nigeria.

The costs of and returns to any proposed government expenditure on staple
food marketing should be carefully evaluated. Barring non-economic public ob-
Jectives, an expenditure is only justified when the rate of return exceeds any

possible return from alternative investments.

1, Structural Modifications

a. Producer Level

The most serious weakness in the present structure is the tendency to-
ward oligopsony that occurs at the producer level. In general, a producer has
access to a limited number of traders, with the result that trader competition
is frequently either weak or nonexistent. This low level of producer bargaining
power is compounded by the common need for immediate cash, poor storage and
transportation facilities, and very imperfect market information. Moreover,
where trade assocliations exist and are effective, they foster overt trader
collusicn. In addition to attempting to regulate producer prices, such asso-
ciations frequently prevent all but their own members from trading in "their"
area. For the producers concerned, the unfortunate result is often a very dis-
couraging price-~certainly lower than they would obtain under more competive
conditions,

It is essential that the marketing system reward the producer with a
"fair" share of the retail price tor his surplus output, as it is the price
received by the producer that determines the supply of staple foods available
in the long term. However, as production is planned on a seasonal basis, it
may be several seasons before producers have fully responded to major price

changes (and this contributes to cyclical price behavior in the Region).
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Both to encourage production and reduce price instability, the producer-
trader link in the marketihg chain should be considerably improved. It can
be assumed that the pattern of agricultural production will not chaﬁge
markedly in the foreseeable future, This means that the present pattern of
marketing, in which supplies are provided by a very large numbef of small
producers, will essentially remain unchanged. However, several trends are
Aalready apparent. As the producer increases his surplus output, he tends to
take a ~reater iﬁterest in marketing. 1Initially, this means a search for
. better marketing channels. He tends to leave the small assembler who buys
on the farm or in the village and headloads his purchases to a small nearby
rural market in favor of the larger rural markets, where the assembler usually
has command of a lorry., He also sells directly to or through wholesalers in
the urban centers or at rural buying stations. The larger producers often do
their own assembling, or it is done by larger assemblers, - However, producer
cooperatives could achieve the same result with no increase in the producer's
surplus output,

Most of the suggestions aimed at improving the producer-ass~embler link
relate to modifications in the infrastructure at all levels and will be
discussed separately later. The following suggestions relate to structural
modifications in the marketing system itself which, if successfully implemented,

could significantly raise the bargaining power of procedures,

e Producer Bargaining Associations could bargain jointly in addition to

keeping producers informed about current prices and trader practices, It is
unlikely that such associations would be very effective unless they also under-

took other marketing functions..
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® Producer Marketing Cooperativea;if properly managed, could market the

combined surpluses of many small producers more advantageously through well-~
established contacts or through secondary cooperative outlets located in the
main urban consuming areas. Such cooperatives would not only have to assume
the risks inherent in the perishability of the various staple foods, they
would also-have to reward their personnel, whether producers or employees, as
members would not necessarily be involved in proportion to their marketed
surplus. Some individual cooperatives might.perform very well but the problem
of supervising the stewardship function might be tedious and not aiways

successful,

¢ Increased Trader Competition at the producer level could come from

either or both of two sources: (1) conditions more conducive %o better
contact between traders and producers under more competitive conditions such
as adequate information and transportation; and (2) direct government control
over trade associations practicing collusion, to prevent price-fixing and

enforce free and open competition,

The organizational problems associated with the first two alternatives
are such that a major contribution cannot be expected from them in the

foreseeable future,

The second part of the last alternative would not only be difficult to
administer effectively but makes no attempt to correct the underlying
conditions which foster collusion.. For the present, then, improvement in

market infrastructure is undoubtedly the approach to be emphasized,

The F.A.0. suggested that "government consider a scheme for providing

protection against undue seasonal fluctuations of supplies and prices by
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maintaining a buffer stock and buying and‘sgliingrgrainB a1ongside
established traders.* This essentially substitutes government intervention
for a major improvement in the infrastructure, but the one cannot be really
effective without the other, Moreover, yam tubers and gari are very
perishable and gari production follows a regular pattern, these two most
important staple foods could not be included in a buffer stock scheme,

A government-operated buffer stock scheme for the remaining commodities is
npt so urgently needed as a major improvement in several items of

infrastructure, which would of itself reduce the need for such a scheme,

b. Wholesaler - Assembler Level

Another serious weakness in the present structure is the lack of
intermediaries who speculate on extraordinary price spreuds, Space
arbitrating in particular shouid be encouraged, as greater interconnection
and interaction between market areas would result in Western Nigeria
forming a more unified and perfect market. In this éase, price differences
between areas would reflect mainly transportation costs ( and between

seasons, storage costs),

Again, the major reasons for this weakness are mostly related to the
infrastructure, With improved information, communications, skill and
capital, a class of traders engaging in such arbitrage activities would

probably emerge. These factors will be discussed in the next section,

c. Retailer Level

Eventually, small multi-product retail stores will probably replace

the tremendous number of traditional retailers selling small quantities

* F,A.0,, Agricultural Development in Nigeria, 1965-1980, Food and
Agriculture Organization of the United Nations, Rome, 1966, p, 535,
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of a single commodity.l However, such stores will be possible‘only when
improved methods of handling and packaging have been introduced and
traditional retailers have ceased to undercut prices,

The underemployment situation is likely to persist, so that the
present structure will be the most desirable for quite some time, However,
major improvements should bevmade in such items as market facilitieé; 8o
as to eradicatehgome of the worst operating conditions of the present
structure, The establishment of retail stores selling staple foods,

among other commodities, should be facilitated but not actively encouraged,

2, Infrastructuré

a, Market Facilities

Traditiénal markets will continue to be important in the sale of
staple foods. ' Two reasons justify investment in their development.
First, in rural areas the larger and more important rural markets will
become even moré_important as assembly vpoints for surplus staple foods.
The development of these markets should be encouraged and the construc-
tion of permanent short-term storage (warehouse) facilities w;th conven-
ient and easy loading facilities should be_hndertaken wherever feasible,
The establishment of permanent buying stations in these markéts Qy larger
wholesaler-assemblers appears probable once a system of grades ‘and
str .dards is accepted and communications are iﬁproved. With increased
‘supplies, large markets will meet more regularly., The smaller rural
markets wiil tend to function even more as retail outlets serving limited

neighborhoods,
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’ ngﬁPndly, as incomes rise in urban areaq, cdnqumers will be able to
déman§ t£e‘bettex:faci;}tiqs tbey now desiré. This trend is already
clearly established in Ibadan,

In al} markets, irrespective of consumer income, better sanitation
and more :hygienic qonditipns should be observed in the sale of staple
foods., Adequate and cpnvenient latrines, water, and garbage disposal
facilities should be provided wherever feasible, Drains andlsealed
pavemeats throughout the market, as well as stalls with sealed floors,
are also desirable, 1In urban markets especially, more convenient
consumer parking is needed, The installation of electric lighting,
particularly in night markets, and of better communication facilities
should be‘given serious consideration. Loading facilities convenient
to each stall must also be provided or larger-volume wholesalers and
assemblers méy eventually be driven away from the traditional markets to

more accessible locations,

b. Grades and Standa":

Modernization of the staple food marketing system is contingent upon
the adoption of a formal set of commodity grades and the acceptance of a
gtandard system of weights and measures, Until this occurs, buying by
description will be virtually impossible. Moreover, a formal set of
grades will help raise the quality of production by providing a mechanism
whereby quality differences can he recognized and rewarded at all levels.

Grades should be based on the more easily recognizable quality
differences, such as size, condition, and color. Variety needs to be
given more prominence and a standard nomenclature developed, The use of

bags which will hold a minimﬁm amount of a commodity at an established

1-66



level of moisture content should be made customary in handling bulk
quantities, At all levels, sales by weight, using regularly checked

scales, should be encouraged,

¢, Information

The.dearth of udequate and reliable information at all levels is a
primary cause of unequal bargaining power and lack of competition among
traders, Information about supplies, stocks, and prices at various
locations is essential to the smooth working of an efficient and competi-

tive marketing system,

Collection of this type of data needs to be perfected and more
emphasis placed on reliability and relevance., Such information should be
widely disseminated while still current, so that producers, traders, and
consumers are kept constantly advised. For example, newspapers could
print commodity information several times a week, if not daily, and radio
bulletins could be issued--the radio can penetrate into villages even
more easily than Yoruba language newspapers. These bulletins could emanate
regularly from government sources and should include information about the
principal commodities in the major urban areas and in several of the
larger rural markets. Initially, the availability of supplies and whole-
sale prices should be emphasized; later, market intelligence and supply

and price outlook data should be included.

d, Storage
The methods of storage presently in use are traditional, inefficient,
and wasteful compared with modern techniques, However, storage facilities

designed to reduce losses caused by moisture, bacteria, insects, and
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‘rpdents generally require a substantial investment, which must be
carefully plrnned as to size, location, type, and auxiliary facilities so
that maximun return to capital and skills is obtained., Nevertheless,
improved facilities are urgently needed to reduce losses and encourage
storage, Consumption would no longer be concentrated in the immediate
post-harvest period but would be spread over the whole year, Seasonal

and cyclical price fluctuations would also decrease,

Although more central storage facilities such as those used for
maize by the Ministry of Agriculture and Natural Resources are desirable,
the main emphasis must be placed on improving storage facilities and
practices of producers and traders, These should require low capital
investment and yet be designed to reduce losses during storage. Proper
drying and fumigation techniques must be learned and their use encouraged,
Compulsory fumigation of cowpeas before they enter into inter-regional

trade should be seriously considered,

Research should be undertaken to develop more efficient ways of
storing relatively small quantities under Nigerian conditions, Knowledge
of existing facilities and techniques, such as a low-cost bush maize
dryer and storage bin, should be disseminated widely by demonstration,

The economic feasibility of such improved storage techniques as storing
vam tubers under refrigeration should be investigated. Early season maize
has a much higher yield than late-season maize and should be encouraged,
together with cheaper and more effective storage of maize for longer

periods,
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e., Processing

Considerable scope exists for improving and expanding present methods
of processing. This would result in better quality, less labor-intensive
techniques, and less waste, More processing would reduce bulk and hence
transportation costs, regularize supplies throughout the year, and

possibly increase the range of available products.,

Like other aspects of the system, processing is undertaken by a
large number of small, independent entrepreneurs, Any modification of
the present labor-intensive techniques would increase the cost of
purchased inputs and often necessitate a capital outlay. For this reason,
many innovations are impracticable., For example, large-scale gari
processing employing hired help cannot at present compete with gari
produced by traditional methods: moreover, an adequate and regular supply
of cassava must be assured before such methods can be economically
feasible. However, some innovations, such as machine grating of peeled

cassava tubers, appear feasible.

Research into present processing and milling practices is urgently
required. As presently carried out, maize milling results in a poor
quality product as well as excessive waste of both product and nutritional
value, The same is true to a leaser extent of rice, Furthermore, the
merits of wet-versus dry-milling should be investigated, together with

improved methods of processing yam and cassava.

f, Packaging
The introduction of a formal system of grades and standards will

encourage the marketing of prepackaged staple foods, primarily those now
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processed, such as gari, yam flour and cassava flour, and to a lesser
extent maize, rice and cowpeas, As a first step, some traders will
probably supply sacks or bags for after-sale packaging and will charge

for thom until such time as the practice becomes more general,

The sale of staple foods in sacks should be encouraged, as it will
help to eliminate the prevailing rather unhygienic methods of retailing
and to implement any system of grades and standards which may evolve,
Furthermore, the demand for packaging materials would provide an important
market for a paper industry based on Nigerian timber., Balance of payments
considerations demand that government encouragement of packaging be
somewhat restrained until locally-produced packaging material is available

in sufficient quantity.

g. Credit

The present system of staple food marketing is not dependent on
external sources of credit. However, this creates several major weaknesses
in the system which should be corrected. First, lack of credit and a
constant need for cash forces producers to sell a disproportionately high

share of their surplus output immediately after harvest.

An improved system of producer credit would obviate this; the
seasonal pattern of supplies and prices would be less erratic, and the
producer would receive a higher average price for his total output, His

bargaining position would almost certainly be improved.

Secondly, to encourage greater efficiency in the assembling function,
adequate short~term dit should be made accessible to carefully selected

traders, With supervision and improved record keeping, these traders



would probably be good credit risks, as well as being more successful
personally., This would almost certainly lead to higher producer prices

through more effective trader competition.

Thirdly, short-term credit should be granted to traders who are
competent to engage in storage and spatial arbitrage. The credit should
be equivalent to a high proportion of the value of the goods, provided
the trader has some equity invested in the commodities financed to cover
the loan, Again supervision and a complete set of records should be
required by the financing agency, Such financing would reduce seasonal
price fluctuations, as well as major price differences between the more

important consuming areas,

And lastly, many of the suggestions for improving the marketing
environment involve capital expenditure. If the suggestions prove
economically feasible, credit (capital) will generally be necessary for
successful implementation., For example, local government councils will
have to obtain loans if substantial improvements are to be made in
marketing facilities. Major improvements in storage and processing

facilities may also depend on outside sources of credit (capital),

No attempt should be made to extend credit facilities to small

traders, particularly retailers.

3. Transportation

Although transportation is one of the more satisfactory features of
the system, improvements in the transportation network and rolling stock
are still very necessary, A cheap and more effective means of assembling

and moving staple foods is required to bring producers closer to the
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marketing sfrstem, to encourage the production and marketing of greate:
quantities of produce, and to reduce marketing costs and eliminate

imperfections,

The cost of providing these benefits must be weighed carefully
agéinst the economic returns., Nevertheless, it is likely that the
construction of certain new roads, especially feeder roads, and the
upgrading of some existing roads to all-weather roads would be feasible,
Furthermore, measures designed to increase transportation or reduce costs
should be encouraged; this applies specifically to the level of import
duties on motor vehicles, the availability of finance (hire-purchase),
the cost of such items as insurance, spare parts, gasoline and licenses,

and also to non-economic items such as bribes and collusion.

4, Public Policy i1 Other Sectors

The marketing system for staple foods is a small but very important
part of an interdependent economic system. In fact, the overall develop-
ment of the agricultural economy and hence the total economy of the
Region depends in large part upon proper support being given to staple
food marketing. Any improvement in the operating efficiency of the
marketing system will lead to benefits in other sectors, while the
reverse is also true to some extent, The more important aspects of this

interdependence are discussed briefly below,

a, Agricultural Production

Hitherto, the emphasis has been on improving the marketing system
20 as to increase producer bargaining power and trader compet tion, in

anticipation that producers will receive a "fairer" price for their
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product and some measure of price stability will be achieved, However,
with the market demand for staple foods outpacing population growth,
largely as a result of urbanization and rising incomes, it is essential
that agricultural production be expanded and production techniques
improved, Public encouragement of agricultural production can manifest

itself in several ways,

® By the development of higher-yielding, improved varieties, the
seeds being made available to producers through public seed multiplica-
tion programs, Some varieties have already been Jdeveloped and released,
although mass multiplication is still in its infancy. Much research
remains to be done. Consumer acceptance of new varieties should be

tested early in the research program,

® By wide dissemination of new and improved techniques, including

better land preparation, planting, crop care, and harvesting methods,

® Where economically justifiable, by encouragement of the use of
purchased inputs, such as fertilizers, insecticides, and mechanical
cultivation equipment. The advantages of subsidies might be explored and
their use possibly expanded. An effective system for distributing tech-

nical knowledge to farmers should be set up.

® By making supervised short- and long-term credit available to
agricultural producers, both for the purchase of inputs and for financing

marketing activities,

® By closer integration of producers into the society as a whole.
Rural areas can be made less remote by improved communications and

increased services, and producers can become more directly involved in
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public development plané. Ways must be found of convincing producers
that they play a vital part in the development of the economy. As long
ﬁs they feel that they belong to a backward and primitive sector which
offers liitle hope of personal development, agriculture will retain its
low professional status and rural life will continue to hold little

attraction,

This last item perhaps constitutes the most important incentive to

increasing the level of agricultural production and productivity.

b. General Economic Development

The market for staple foods depends to a large extent on the general
level of economic development, With development comes a larger urban
population and a rise in cash incomes., Moreover, direct development
activities have a multiplier effect throughout the economy resulting
from an increased demand for purchased inputs (materials and services)
on the part of producers, and for goods and services on the part of
consumers, There are numerous other market stimulii inherent in resource
developmenti, infrastructure, government revenue and services, and foreign

trade,

Increased incomes will allow consumers to raise their standard of
living, thereby reducing their dependence on staple foods (although better
quality products will then be consumed), and will enable them to demand
more and better marketing services, In fact, the development of the
marketing system is contingent upon a generally rising level of economics

development,

1-74



c. Population Control

The problem of a high and increasing birth rate and a decreasing
mortality rate as they affect food supplies, investment in human
development, and related social and private costs needs to be more clearly
recognized. For development planning, to ignore the problem is to accept
its consequences implicitly. This results in a large proportion of the
development resources being devoted to merely maintain;ng present levels,
while the remainder must be distributed over a steadily increasing

population,

If population control is accepted as an integral part of public
policy and development plans, then a program for changing human values,
combating ignorance, and removing certain superstitions must be introduced.
One rather obvious way of reaching the traditional sector of the society
is through the marketing system, The possibility of linking this
educational campaign to the four-day market cycle should be seriously

explored,

d. Human Nutrition

The fact that present diets are generally lacking in the important
nutrients, except carbohydrates, may be attributed largely to the very
great dependence on staple foods., This is compounded by the high
consumption of roots and tubers, which are even more deficient in
nutrients than grains, Protein deficiency is particularly serious in

children,

The technology and materials now exist to overcome most of these

deficiencies. For example, the synthetic fortification of wheat and rice
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with amino acids is now economically feasible.* In Western Nigeria, the
granular*énd flour products procesﬁed from yam and cassava are amenable
to the addition of a protein supplement; groundnut (peanut) meal is
already available, and soybean meal and fish protein concentrate might
also be used. The economic feasibility of such food supplements should
be seriously investigated, although any such program would have to be
publicly subsidized. The marketing system has been successfully adapted
to handle nontraditional foodstuifs, such as canned and packaged foods,
and could probably also handle proteins and ot