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SUMMARY
 

THE OPPORTUNITIES
 

Nigeria offerE U.S. agribuniness firms significant opportunities for profitcble
 
joint ventures. Attractive trading opportunities in oommodities and equipment
 
also exist both as part of joint ventures atnd as direct sales. Nigeria's
 
economy is vital and market oriented. Business is viewed with high regard by
 
most Nigerians. The economy is growing at an annual real rate of about 61.
 

Much of this growth is driven by revenue from oil exports. Nigeria currently
 
produces about 2 million barrels of oil each day. Oil reserves are estimated at
 
21 billion barrels and should continue to drive the economy for at least 25.more
 
years. Foreign exchange resecves are large compared to other developing
 
countries: almost $10 billion as of late 1980.
 

The country's large population (80 million by most estimates) provides an almost
 
insatiable market for goods. This market is expanded further by Nigeria's
 
leadership in the Economic Community of West African States (ECOWAS) which
 
includes 16 member countries. One out of four black Africans is Nigerian; one
 
out of two black Africans is a citizen of an ECOWAS country.
 

Nigeria is the world's fourth largest democracy. The Government is modeled
 
after the U.S. qystem and peacefully assumed authority from the military in
 
January, 1979. President Shagari was elected President and leads a Government
 
which is fiscally conservative, favors foreign investment and promotes free
 
enLerprise.
 

Nigeria's overall growth has not been shared by the agricultural sector which is
 



among the least productive of any 1st Wonst Africa. T torrect this# the ;overn
sent has declared its intention to ijive its highobit priority to increasinj atri

cultural production and has ldunchut a now 4evelolmet plan calle4 the OCruon 
plan will provide the centerpiece forRevolution.0 It is expected that this 

Nigeria's IS-19S5 agricultural development plan. The Green Flevolution empha
sizes the need to increase the productivity of small farmers by providing them 
with timely inputs and assistance. 

The plan encourages foreign participation in joi.t ventures with Nigurians 
companies, both private an4 goverissent owned, to provide fertilizer, credit, 

machinery and other resources. Joint ventures in la:qjer farms, poultry', live
stock and procossievj are also ancoura'jed. The Government has said it will snl0od 
$8 billion over the next tour years to promate agricultural developmont. Ts 

in 1931is $1.8 billion.
Government's propoaed budget for agriculture 


Private and public companies In all of Nigeria' commodity systems express keen 
interest In doing business with U.S. ajribusiness firms. American firms are 
regarded as beinq particularly well suited to helping Nigeri acbeve Its tjoel 
of Improving agricultural productivity because of tiwir managerial skill, tech
nical expertibe, financial resources 4nd proven prtorsance records. To attract 

foreign tirmse the government allows attractive tax breaks, accelerated dep

reciation schedules, loss carry forward provisions, investment credits, favorable
 
profit repatriation schemes and other financial incentives. The Government also
 

allows foreign firms to own up to 60 of the equity in most Integrated a'jri
cultural enterprises.
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TIlE PROBLEMS
 

While good opportunities in Nigerian agribusiness exist for U.S. firms, problems
 
also exist. The well-known difficulties of doing buiiness in the developing
 
world are present in Nigeria. Inefficiency, corruption, unfamiliar business
 
practices, procurement disruptions, inadequate and inconsistent Government
 
pricing and import/export policies, changing Government policy, poor com
munications znd transportation systems, maintenance problems, difficulties in
 
getting paid, labor strikes and legal complications are all present to a greater
 
or lesser degree. Although many companies successfully overcome these obstacles,
 
they can increase the time, cost and frustration of doing business.
 

Some U.S. firms will find they have little or nothing to offer Nigeria. Because
 
commercial agriculture in Nigeria is in its infancy, there is little or no use
 
for certain sophisticated technologies, services and products offered by U.S.
 
companies. The differences between farming, processing and marketing in the
 
temperate and tropical environments will limit the apolication of other products
 
and services. Bans and restrictions--especially in direct trading--will eliminate
 
yet more products.
 

All foreign companies must share equity with Nigerians. Therefore, the issue of
 
finding suitable partners is an important one. Although many good joint venture
 
partners exist, finding them may not he easy. Joint venture partners should be
 
evaluated professionally and with care and patience.
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CONCLUSION
 

On balance, the consultants of Agribusiness Associates were strongly impressed 
with the potential for profitable aqricultural ventures. Although Nigeria us 
not an easy environment in which to do business, the country offers promiae for 
certain U.S. companies who are willing to make tite effort and the proper long
term commitment. Nigeria in the future promises to be one of the worlds most 
dynamic markets and deserves close investigation from any agribusiness company 
with overseam operations. 
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PURPOSE AND BACKGROUND OF TIlS ANALYSIS
 

THE PURPOSE OF THIS REPORT IS TO PROVIDE PRIVATr U.S. AGRIBUSINESS FIRMS A
 
REALISTIC DESCRIPTION OF OPPORTUNITIES AND PROBLEMS IN TRADE AND INVESTMENT IN
 
NIGERIAN AGRICULTURE.
 

1. 	 This document does not present a detailed analysis of either the business
 
environment or of investment in the agricultural sector. By design, Lite
 
document offers a broad overview of the total business/agribusiness environl
ment. The document is thus mosc useful to two kinds of companies:
 

* 	 Companies who know little or nothing about Nigeria or Nigerian
 
agribusiness.
 

Companies who are moderately familiar with Nigeria and seek an
 
additional objective assessment against which to compare their
 
own perceptions and opinions.
 

2. 	 This document does not cover all the major commodity systems in equal depth.
 
This was done partly because of the time limits of the project and partly
 
because tne consultants believed specific opportunities are best identified
 
in the context of a firm's particular strategy and product line. Some
 
American companies will find sound business opportunities in areas not
 
covered herein. The document is designed to appeal to a broad spectrum of
 
private U.S. agribusiness firms.
 

3. 	 This report provides the U.S. agribusiness decision maker critical intro
ductory Information for agribusiness in Nigeria. This includes a descrip
tion of the country, Nigeria's recent agLicultural performance, Nigeria's
 
agricultural policy, procedures for starting and operating a business in
 
Nigeria, analyses of selected commodity subsectors and advice to U.S. cow
panies seeking joint ventures.
 



PRCOJEC BACKGROUND: TIlE JACC 

THIS DOCUMENT WAS WRITTEN TO SUPPORT TIlE eFFOWItS OF THiE NIGERIAN AMERICAN JOINT 
AGRICULTURAL CONSULTATIVE COMNITTE E (JACC). THE PURPOSE OF TIE JACC IS TO 
FACILITATE THE FORMATION OF AGRIBUSINESS VENTURES BETWEEN U.S. AND NIGERIAN 
CONIPANI ES. 

1. 	 The JACC was formed as c%result of a Memorandum of Understanding signed by 
the Vice President of the United States 4n4.Nigeria on July 27, 1980. This 
Memorandum stemmkd from general bilateral talks on matters of Importance 
between the United States and Nigeria, including trade and agricultgre. 

2. 	 The JACC is a committee with U.S. and Nigerian members. The U.S. members 
of the JACC include UqS. agribusiness firms, banks and foundations. The 
Nigerian members of the JACC will Include representatives from the private, 
sector# federal and state agencies and financial organizations, 

3. 	 The stated purpose of the JACC is "to provide a mechanism for support of
 
private sector cooperation in agriculture (between Nigeria and the U.S.)."
 

4. 	 The President of the U,S., the Embassy in Nigeria, the State Department, 
the USDA and private companies have #4 strongly supported the initial 
activities of the JACC. 
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5. The USDA's Office of International Cooperation and Development (OICD) has 

been given cesponsibility for coordinating and supporting the activities of
 

the JACC. For further information about the JACC and Nigeria. contact:
 

Mrs. Lynn Kinkead Engstrand
 
o1 CI)/USDA 
Room 3047
 
South Building
 
Washington, D.C.
 

Phone: 202-447-2568
 

This document was written for both JACC members and non-members who want to
6. 

explore agribusiness in Nigeria further.
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RESEARCI MFTHIODOLOGY 

TIS: DOCUMENT WAS PREPARED FOR BUSINESISMEN BY UUSIN1ESSMFN. 'TiH: CONCR1NS Or"U.S. 
AGIIBUSINESS FIRMS AND '141E IEALITIES O DOIN(G JUSINES IN NJGIaRIA IIAVE lREEN 
CONSIDERED effiROUGIIOUT TIIE PROJECT . 

1. 	 Research was conducted principally in Nigerio by a team of consultants from
 
Agribusiness Associates with assistance trom the USDA and the U.S. Fmbassy.
Team members included Tom Craig (team leader), Ray Goldberg, Len Wilson, 
John Young, Bill Mason and Maria Arteta. Vital assistance Was providehi by
Roberta Fercjuson, Dorothy Blondin,, Lyn Pohl and Andrew Craig (graphics). 

2. 	 The attitudes, opinions and objectives of important people in U,. and 
Nigerian agribusiness were considered. The consult-ants benefited trom, con
versations with the following, amonc others; 

a. 	 Executives of U.S. firms whicli have been successful in Nigeria. 

b. 	 Executives of U.S. firms whicil have failed in Nigeria.
 

C. 	 Nigerian Federal and State otficIa8, ministers and
 
department heads,
 

d. Executives of European firms corrently operating in Nigeria. 

e, Bankers from U.S., European and Nigerian banks. 

f. 	 Leaders in agricultural research centers in Nigeria.
 

g. 	 Farmers in Nigeria.
 

h. 	 Consultants, intermediaries, traders, brokers and otiler 
thlir- parties in the u.S. and Nigerii. 

i. 	 Diplomats and officials from the U.S. and Ni:jeria.
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SECTION II 

TIE AGRIBUSINESS ENVIRONMENT
 

7
 





INVESTMENT VERSUS TRADING
 

RELATIVE PROS AND CONS OF
U.S. AGRIBUSINESS FIRMS ARE OK N CURIOUS ABOUT TIE 

PRESENTS SOME INFORMATION TO
qIRECT INVESTMENT VERSUS TRADING. THIS SECTION 


HELP JUDGE THE RELATIVE MERIT OF EACH.
 

a nation of traders, buying and
One frequently hears that Nigeria is 

Momentarily disregarding the historical
selling that which others build. 


precedent to trading which goes back many centuries, one can make an argu-

Nigeria is a rational etonomic conclument that the decision to trade in 


sion to which one arrives after evaluating the pros and cons of trading
 
Foreign companies have
versus Investment (see Box on a following page). 


the recent past because of political
been reluctant to invest in Nigeria in 

to indigenize assets, and
uncertainty, longer payback times, programs 


problems of operating businesses inside of Nigeria. Reluctance to invest
 

in agriculture has been aggravated by the apparently low priority this sec

tor has received by past governments.
 

civilian government has forcefully expressed its intent to promote
The new 

domestic investment and the agricultural sector. The Government promises
 

that it will continue to increase tIhe attractiveness of investment and
 
business
decrease the attractiveness of imports not associated with a 


Certain observers believe that future opportunities in
inside of Nigeria. 

commit
trade will be increasingly tied to investment and that those who 


themselves to developing Nigeria's indigenous productive capability will ie
 

rewarded conkciously or ii~directly with trade opportunities. Proposals tc
 

control the issuance of import licenses, and new guidelines which require
 

that local content in certain industries are indications that the oppor

tunities for stand-alone trading may diminish.
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Alsessing government intent is sometimes a difficuAL task. Skeptics point 
out that past governments have promised incentives for investments in ajri
culture which were never delivered. Enforced indiqent.-ation to some 
companies was viewed as a bitter reward for investment and 0. *pened enthu
siasm for further investment.
 

Political risk insurance is available in certain cases from OPIC. FCIA 
also offers political and commercial risk insurance for certain transac-
Lions and projects.
 

hre food deficit described in Section III and the trend in imports suges ts 

considerable future demand for imports. pirect investment Will create 
opportunities to import machinery and equipment. Demand for food com
modities above domestic production will be pat by sizable imports,
 

While some argue that trading offers the best opportunity in Nigerian ag'ri
business others believe that within five years the open door on investment 
may close. It is conceivable that the next half decade may be the most 
promising time for U.S. agribusiness investment in Nigeria. Nigeria has 
simultaneously the potential for rapidly growing markets in almost all 
products. the ability to provide adequate funding Lo agriculture and a 
receptive attitude to new participants in 4gribusiness. The next five 
years may present a unique opportunity to preempt market share. If the 
agricultural sector is on the threshold o; unprecedented growth, early par
ticipation in the market--admittedly with rioks--may now be necb.ssary to 
benefit from future growth. 

Nigerians are quick to point out that other industrial powers are much 
better represented in their country than the US. agribusiness comunity. 
The British, Gerans, Japanese and French compniines are more visible than 
their U.S. counterparts. Even companies from Brazil, India and the 
Philippines have come to Nigeria with great enthusiasm, if not in greater 
numbers, titan the U.S. One often detects dis4ppointm-nt that the U.S., a 
country known for its innovition and agriculture, has not seized a unique 
opportunity to participate in Nierid's agricultural developaent by 
investing directly. 
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SUMMARY OF TIlE PROS AND CONS OF DIRECT 

PRO 


' 	 The government strongly encourages 
investment in fixed assets. A 
venture which invests will gain 
goodwill from the government which 
may help them for other business 
undertakings. 

* 	 Tax laws give benefits to investors 

through accelerated depreciation 

and investment credit. 


A company may be able to make 

profits by supplying ventures
 
(such as farms) with equipment 

imported from abroad. 


a 	 Investing in fixed assets may give 

a company access to import licenses 

for raw materials. For example, a 

company with a proc'ssing plant 

might be able to import its feed-

stock until domestic supply fills 

demand.
 

* A company which invests in fixed
 
assets and creates a domestic supply
 
of a certain commodity may then
 
apply for protection from imports. 

• 	 Investment in fixed assets gives a 

company greater assurance that it
 
will have continuing business opp
ortunities in Nigeria. There is
 
no assurance that specif.c trading
 
opportunities will last.
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INVESTMENT IN NIGERIAN AGRIBUSINESS 

CON
 

• 	 Because fixed assets are by defin
ition illiquid, a company which 
invests in fixed assets increases 
its risk. 

As business is now structured, it 
is much easier to get a high rate 
of return engaging in short term
 

trading. Margins on imports are
 
high, and it is possible to turn
 
over one's money much faster in
 
trading.
 

It is difficull: to obtain financing 
for fixed asset-s within Nigeria. 

a 	 Any venture which deals with fixed 

assets, especially farming, must
 
also address the issue of land use
 
to gain clear title for use of
 
large plots of land for, either
 
production or processing.
 



ADVICE] FOR DOING AGRIBUSINESS IN NIGERIA
 

TIS SECTION PRESENTS ADVICE TO U.S. FIRMS INTEIRESTED IN DOING AGIBUiSINESS IN 
NIGERIA. ADMITTEDLY SUO.JECTIVEr 'TIlE ADVICE IS INCLUDED BECAUSE IIERE EXISTS A 
STRONG OPINION AMONG MANY OilItEVERS--NIGEIRIAN, EUI(OPEAN AND AMERICAN--TIIAT U.S. 
COMIANIES MAKE SIMILAR MISTAKES IN 1ilEIlt APPROACII 'T1) NIGP.IIA. AGRIBUSINESS 
AS'S() IATES IIAS COMPILED THils LIST BASED ON '1ill M)ST PFREOUENTLY REPEATED COMMENTS,
COMPI.AINTS AND SUGGESTIONS IN IIE IIOP. IIIAT IT WILd FACIITATE 1111 I'ORMATION O1 
NEW VENTURES. 

AS A GRNFRALIZATIONe TlE ADVICE GIVEN BY 108'T PlEOPLE IS To FOLOW '111F SAME' 
PIROCEDURES ONE WOULD NORMALLY VOL'.-.Wl WIWHN EVALUATING A REGULAR PROJECT IN 111H 
U.S., AND TO FIE ADAPTIVE AND PLEXIIIE WIIEN IMPLEMENTING I'. ON. FREOUENTLY 
HEARS ANECDOTES ABOUT TILE U.S. BUSINESSMAN WHO MAKES A MlLLION DOLLAR DEAL.°0ON A 
HANDSHAKE AT TIlE AIRPORT-ONIY NEVER TO GET PAID. Ot OF 'IE U.S, BUSINESSMAN 
WITH THE POTIENIAL OP DOING A LE;ITI MATE MILIrON DOLLAR DEAl. WHO LOSES lop
BECAUSE 11F WILL NOT ADAPT TO A DIPFI-I*RVNT STYLE OF' BUSINESS. TO BUSINESSMEN WITH 
EXTENSIVE EXPERIENCE OVEIRSEASe THIS SECTION WILL BC SIMIISTIC ANI) OBVIOUS. 1-0 
THOSE WITII(UT SUCH EXPEIUENCE, IT SHOUI.L) IIEL.P. 

1. Disregard Rumors; Come See for Yourself
 

It has been said that many decisions not to do )usine's in Ni terja are made 
on the golf courses of U.S. corporate suburbia. American companies with 
business prospects in Nigeria sometimes abandon their investigation because 
of rumors from friends, bankers and competitors. Althoujh It Is true some 
companies have' had bad experiences in Nigeria, many wore have 11ad good 
ones. Companies are well advised to investigjate Nigeria on their own by 
actually visiting the country.
 

U.S. 	Agribusiness firms should conduct ireiminary research about Nijeria 
in the U.S. lavintj identif ied promising arcis in one's business fie:ld, 
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send -someone to investigate the business environment in person. Only if
 

there is overwhelming evidence that Nigeria provides no opportunities
 
should companies decide against visiting because the country defies
 
judgment from afar. Some companies will be able to narrow significantly
 
their scope of activity through research in the U.S. Other companies will
 
have to visit Nigeria eacly in the process to gather needed data and deve
lop initial leads. If one has heard rumors aboat business practices or bad
 
experiences that competitors have had in one's line of business, verify or
 
discount them scientifically by approachini the people who were involved or
 
are famil!ar with the facts. Rumors normally distort facts and favor one
 
perspective.
 

2. Come with Names if Possible
 

One's early experiences in Nigeria can be improved greatly if one has spe
cific names of contacts or appointments. Letters of introduction are also
 
ve:y useful, especially if one anticipates making unannounced visit. Names
 
of initial contacts can be obta!ned through several sources, including the
 
various chambers of commerce, the Nigerian Embassy in the U.S., the U.S.
 
Embassy in Nigeria, banks, consultants and other U.S. firms already estab
lished in Nigeria. Remember that the business culture is British derived
 
and is sometimes more formal than in the U.S.
 

3. Allow Enough Time
 

Business in Nigeria, especially in the development stage of a project, moves
 
slowly. To investigate the situation ir Nigeria properly, allow more time
 
than would be typical in the U.S. Broken phones, traffic jams, missed
 
appointments and a generally slower business pace all consume time. U.S.
 
firms sometimes schedule only a few days to "check out Nigeria* and leave
 
unfulfilled, or worse, with a distorted and incomplete impression of the
 
country and business opportunities. Completing three appointments per day
 
as a newcomer is a reasonable objective. It is not unusual to spend a full
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lay in I.aqos without successfully completing one .ol)))inLweIlt. As a Id - ;s 

for comparison, the recorl tor any wemrler of this report's study team was 
six. laving a spomzior, e.j., a ossilble venture piartsier. who uses his con
tacts to expedite interviewing can increase onezu efticiency. It is not 
unusual for a person with whom one has an appointment to be out of town or 
the country without notice. Ask to see the personl's assistant it this 
happens. Ttw assistant may be able to help you. 

Two weeks is a good length of time to visit on an initial exploratory trip. 
In that time, one can become acclimatized and gain a well-balanced farst 
impression of the business anviroituent and olilsortunities. If this amount 
of time is unacceptable for a senior executive, (reuue:'er it takes 4t least 
an additional day to travel each way), it Might he iadvisalhle to send a
 
junior executive first. The senior executive casi fIollow otie week later
 
dfter tie junior has sortedi out some of the Initial problems (hotels, qars,
 
learsning to get around town). This will save the senior executive time.
 

One should also be realistic about the amount of time it takes to plan aid 
execute a project. U.S. firms are often criticized for spending too little 
time on the planning stage which causes problems during implementation. 
Pew projects have been completed on time in Nigeria with marqins of error
 
for project timing as high as 1O0-200. 

4. Come as an Equal, De Willing to Learit
 

Nicerians complain that U.S. executives sometimes coome Lo NIgeri4. with all 
air of superio ity. 'hey also complain that U.S. businessmen arriae with a 
*know-it-all* attitude. Thi, treqtlently alienates local businessmen who 
normally are well-educated and sensitive to their own business needs -ani
 
oi)tions. Although Nigerian firms gladly admit the technical anti. managerial 
superiority ot U.S. firms, they are offended when foreign firms disregard
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their accumulated experience in the local environment. The traditions,
 

customs and style of Nigerian business are different from those in the 11.S.
 

The U.S. firm that does not learn from his Nigerian counterpart is likely
 
own
to encounter problems. Nigerians have a strong sense of their inde

pendence and prerogatives and appreciate recognition of this.
 

5. Study Your Market
 

Before commiting substantial resources to a joint venture, undertake a
 
in detail and analyzes
complete feasibility study which examines the market 


that market. U.S. companies have
how one's particular businers relates to 

the early stages
a reputation among some observers as being too cautious in 


of a project and too careless and impatient in the implementation of the
 

project. A cautious attitude throughout the project will help avoid
 
reveal subtle
serious problems. Careful market analysis will often 


affect profitability. For example,
distinctions in a market which can 

although eggs sell at a very high price throughout most of the country
 

(about $3.50 a dozen), which might lead one to c-nclude an egg farm would
 

be a good venture, there have been instances where local egg gluts have
 

below the cost of efficient production. A study whichdepressed prices 
Normal project selection cri-examined local conditions would reveal this. 


the United States should be used for project feasibility stuteria used in 

dies in Nigeria including consideration of price, labor, management, local
 

and national politics, Government policy, location, logistics, cash flow-

to name but a few.
 

motives that partners might have for favoring aBe sensitive to ulterior 
his friend
particular project (e.g., it is located in his home state, 


and do not hesitate to suggest alternatives.
controlr the land), 


When studying a project, do not make assumptions about important links in
 

the project, such as ownership of assets, access to markets, licensing and
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sources of capital. Sometimes U.S. companties are uitwilling to get involved
 
in important parts of the business which they do nor untlerstand. Ratler,
 

they take their partner's woral that particular conditions for tile project
 

have been met. Some U1.S. companies take leaps of faith In Nigeria that 
they would never take for iproject in the U.S, and have subsequontly iix)r 

experiences. Objectively itlentity and analyze which aspects of the project 
have been relegated to the partner and reque.st empirical verification of 
their completion. For example, a partnier who says lie hals 4ccess to land 

should be asked to present a Certificate of Occupancy. A partner who 

claims to have sources of financinj for tile project should be asked for a 

bank statement. A partner whose *well placed friend" will buy 50% of ypur 
production should present his friend for discussions or contract iegotia
tions. As simple as it sounds, naive assumptions have spoiled more thanl 
one venture in Nigeria. 

6. Follow Procedures Correctly
 

The American philosophy tilat the shortest distance between two points is a 
shortcut does not work in Nigeria. One of the vestiges of the British 

colonial system is a set of bureaucracies that operate by well-defined 

procedures. Whereas in tle U.S. business ventures can often be expedited
 

by short-circuiting or innovating with procedure, in Nigeria this usually
 
causes problems. For any venture, identify what steps must be taken, tile
 

order in which they must be taken and then proceed meticulously #lonq that
 

path. Although it is pousible to avoid or delay certain steps in the pro

cess of establishing and operating a business in Nigeria, such shortcuts
 
will normally cause complications An the future.
 

7. 

7. Follow the Spirit of Government Policy
 

Related to the issue of procedure is tile issue of supportinq the spirit of
 
the law as well as its letter. Businesses in the IEVS.j as a rule, are
 

geared to satisfying tile nominal requirements of. law and policy. In
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Nigeria, U.S. firms are well advised to follow and act consistently with the 

spirit of what the Government is trying to accomplish. Foreign ventures 

are visible and are looked to I)y the Government to help pioneer and imple
ment the country's development objectives. Moral suasion is often used 

by the Government with foreign firms. Firms can greatly ease their 

experience in Nigeria by anticipating, interpreting and supporting Govern

ment objectives. This process is sometimes complicated by the promulcjation 
of laws which are difficult to obey and hence, are sometimes disregarded 

(e.g. price controls). Properly interpreting the importance of laws and
 

deciding how to act to support them is a skill which can be acquired only
 

through experience. Nigerian partners are a good source of advice on this
 
issue.
 

8. Commit Yourself
 

Another complaint about U.S. firms is that they do not adequately commit
 
themselves to projects. Commitment can be measured by either financial
 

participation, physical presence or attitude. The venture partners or
 
government will probably require some type of financial participation,
 
either in equity or debt. The amount of financial commitment a firm is 
willing to assume can best be judged by the specific firm. More important,
 

however, is physical presence and attitude. Some U.S. firms try to manage
 

their operations in Nigeria from home. A physical presence either through
 
full-time U.S. personnel or third-party expatriates (e.g., Indian or
 

British) greatly improves the chances of a project's success.
 

9. Remain Sensitive to Local Politics
 

Nigeria has a long history of tribal and political rivalry. Today, the 
rivalries costtinue in varying degrees and sometimes strosigly influence eco
nomic relationships. Any U.S. company planning business in Nigeria should 
be sensitive to the dynamics between the State and Federal governments, the 
political parties and local traditional leaders. ly allying oneself too 
closely with a particular interest group, one risks complications if a par
ticular aspect of one's busiotess later depends on cooperation by rivals. 
By building e staff which represer.ts all major political groups and by 

avoiding the appearance of associating oneself too closely to a particular 
power base, one can avoid such complications. 
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1I"S Cf:'rrII; IsiI-Prl:R AL. THlE TIME 

F:VltF:N( SIK(;I..' H'IIAT iT I:; LI:COMIN(; :A;IER 1 I ) It;OIN.:.:; IN til 1tRIA ANI) IV) 
S;I'AII.IRII NKW VTHNTUItf:. '1il )I.i)(IN; I.F.IT S OF"1l11 EVI)£NCI&;IPIlI.:NT IE)fl: 

'le iamount of time required to establish a I.etter of Credit (LC) is 
decreasIng. In the IdaL, openicj an IC took ias losiJ as 6 months. Now 
it usually takes tine to three woniths (tile primary Ctise for this delay 
io the requirement by the CenLral lank that informationi on the beaefi
ciary of tile IC ibe providedi). Many caxapanies who trade regularly with 
the same party (and thus do n~ot have to furniash iifor'mation) Oplen ,I.Cs 
in less than a week. Some cowpanies open I.Cs iii 2 days If their con 
tacts in banks are ,jooI.
 

The delay on profit repatriation has lbees reduce-,. It takea a1
 

average of about 6-12 months to repatriate profits, whereas forluerly 
it took about two years. Tihe Ministry of Fintance says it will wor'k to 
reduce further the amount of titue required to remit profits for 
foreign partners. 

a TIhe Covernmnet has created an Int.-rministorial Industrial Ilevelopikemit 

Coordination Committee to fiacilitate and expedite the approval 4A 
investments. Although this committee is new, and thLrefore has no 
record by whi,h it can he ludged, its -ormation reflects the 
Govornment's interest in tacilitatinq joint veentures Imtweon. Nigerians 
and II... coiopalies. 

Tlie Covernment plans to exp)all1 sitjnificdntly thl Investment
 

Information and Promotion CLoter of the Ministry of risiance. Th11is 
departimen4j was createdt. to help) toreign cosmpaniet learn about 'Nijeriaot 
investment tnd fiid partiers. The Center plans to open several 
investient information ofl ices in the 11nited !;tat.!s in tile near 
futuire. The ,seney cites a~uribusisiess as one of its hiih priorities. 
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The country's infrastructure is improving. Coupanies that have been in
 

Nigeria for a long time all acknowledge that recently it has become
 

easier to do business in Nige-ia. Telephones now work better, espe

cially for international calls; traffic in I.agos, once congested to
 

the point of crisis, now moves at a better pace thanks to the comple

tion of several new highways; waiting time for ships in Lagos, once as
 

long as ten months, is now an acceptable 5-7 days; international tra

vel is now easier because of the completion of the new international
 

airport; and credit for agriculture, once nearly impossible to obtain,
 

is found more readily because of regulations that require banks to
 

commit a certain percentage of their loan portfolio to this sector.
 

Observers of Nigerian business cite examples of procedural problems by
 

foreign firms that have been unblocked quickly by government interven

tion when the foreign firms complained.
 

The Government has unofficially announced its intent to streamline the
 

process of obtaining visas to visit Nigeria.
 

-20



COMMLN'A,'S BY U.S. COMPANI-S 

T() BALANCF. GIVEN TiE illiU :;I.Rt'l'lgO lNIIS S:e(-'1)N SUMMARItS SOMElIEADVICF IN E), 
FlI..EW:NTLY I1FAl) COMMNTS 1l-1ON U.S. IIIMS (N AGIIOIUNINI:;; IN NIGERIA; 

I. 	 There is confusion over isbuei of law. Ix)litic.i and procedure. Sou 
firms find tile uystem cisbnliersome -and difficult to deal with. I)elays 
in approvals and finding crucial information in tile decision making 
process are commonly cited prolhlenms. 

2. 	 Nigerian partners have a *trotter melltality" and avoid projects Wli'1l 
do not provide quick 1payback. 

3. 	 Nigerian partnters are liesitant to provide financling to projects eitlher 
for feasibility stuies, fixeI 4ssets or working capital. U.S.. tirmia 

:inometiones feel their partners lavu the attittela that 'beinj Nigjerial 
is good enougjh to leserve 40-631 of tile couipasty. 

4. 	 U.S. companies also complain alb)ut contradictory reqluirements between 

Nigerian agencies dnd departmltitts. InLer-atiliteLy rivalry, jealousy and 
politics cani frustr4te evelt the leut IntentotsMIL CuJ)l)y.* 

5. 	 U.S. companies often complain about the difficulty in dloinj even tile 
siomplest business task, he it hotel accommodatioss , vailahility of 
transportation, problems with financial trdnsactions, broken phonte 

systems or the cost of a projuet. 

6. 	 Many U.S. agribusiniess firnms -;ay that they are: reluctant to enite- ally 
land-bas~'l project Icecause! of land tenure, lonil Ij)apyb ku, add tile maty 
points of vulnerability in production anl mrketinj. 
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FINDING A PARTNER
 

NIGERIAN LAW REOUIRES THAT ANY BUSINESS IN NIGERIA BE PARTIALLY OWNED BY
 
NIGERIANS, TIlE PERCENTAGE OF OWNERSHIP BEING GUIDED BY A SET OF PUBI.ISIIED 
GUIDEI.INES (SEE SCHEDULES ENCLOSED IN THIS REPORT). FINDING A PARTNER IS 
THEREFORE AN ISSUE WHICH ALL FOREIGN COMPANIES MUST ADDRESS. UNFORTUNATELY, 
FINDING A SUITABLE PARTNER MAY NOT BE AN EASY TASK. AS IN ANY COUNTRY, TIlE 
MOTIVATIONS, ABILITIES, RESOURCES AND ASPIRATIONS OF POTENTIAL PARTNERS VARY 
WIDELY. ONE CAN, HOWEVEP, FIND EXCELLENT PARTNERS WITH A REASONABLE AMOUNT OV 
EFFORT IF ONE APPROACHES To!E TASK PATIENTLY AND WITH RIGOR. 

I. There are three major categories of partners in Nigeria:
 

Federal and State Organizations
 

Federal and State org'anizations, including the parastatals, make
 
attractive partners because they have access to funding, usually have
 
a strong commitment to developing agriculture, are normally involved
 
in realistic projects and can facilitate some of the procedural
 
problems of doing business in Nigeria. Drawbacks may include an ina
bility to move quickly in business decisions, a confusion about which
 

projects make the most sense on a commercial basis--versus pushing
 
projects because they fit into national development plans--and a lack
 
of organizational and managerial strength.
 

Non-Government Public and Private Companies
 

There ard several large business entities in Nigeria which comprise 
another class of business partner. In this class there are two major 
groups. The first group encompasses the large coapanies which were 
built during the colonial era and continue to operate *under joint 

expatriate and Nigerian ownership. Examples of these companies are 
United Africa Company (sales of $1.3 billion), CFAO and John Hlolt. 
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Once )rivately held, these c')mpnies are now Ibl ic 4nd have con

siderable experience in Nigeria. The second 4.roiap isi the Indigenous 
conqiomerates such 4s the Henry Stephens Group, )asitata Group. t|ria, 
Panz. Rabiu Isiyaku and othert. The 441vantaqes thin second qroup) has 
include generally gool asset anti fin~ncial hase, iolitical clout and 
involvement in many aspects of the economy. I)isadvantages include the 
tendency to be dominated by a few individ.als, inadlequate planning, 
anti a tendency to pay out retained earnings too quickly to share
holders. Some of these groups are short of cash and even default on 
loans.
 

Small Companies or Private Individuals
 

Perhaps the largest pool of iotential partners is tile si4ller co*
panies and individuals. The advantages of this type of partner*I are 
that they will usially take a new joint venture very seriously since 
it probably represents a relatively large proportion of their 
activities, they may have a unique market or business competence, they 
may have special access to Iliformotion or resources, there are .wer
 
decision makers to deal with and they are likely to defer to the 
reco mendation of the foreiqn partiver. Problems witil thls type of 
partner ir-clude the difficulty in finding reliable informlation in 
order to assess them, difficulties in obtaining proper hackgrousid 
information on the veature they axay be prolposing, finaincial and mana
ge&ent problems, lack of political clout and a lack of famillarity 
with business procedurei and norms for nophisticated projects. 

2. 	 A problem to .hich U.S. aribusiraess Ocres should 'be sensitive' is the 
"Johnny Come LatelyO syndro.me. Aricul ture has only rec,.ntly receiveal tile 
type of attention that indicates the government is truly serious about 
improving it. Nigerians are r'ospondinq very rapidly to the. new agri
cultural imperative, and many are actively seeking opportuiities to invest 
in this sectori Many of these lookisrj have i*o oxperiesice in agricultuce. 
Yet somse are anxiouU t.) iigin 4 cositracL witl for'ciijis couap|aniles. As a 
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one is frequently confronted with
representative cf U.S. agribusiiiess, 

impromptu proposals by clerks, middle managers, taxi drivers, businessmen
 

project. Recall tile
and casual acquaintances to develop a particular 


advice given under "Advice for Doing Business in Nigeria", and properly
 

investigate not only the partner but the project. Select only those part

ners who have either experience in agriculture or sufficient experience in
 

other aspects of business to suggest that they will succeed in agriculture.
 

3. 	 Be sure your partner is philosophically aligned with the project. Although
 

shares will formally determine whose opinion ultimately stands as
equity 

that you and your partner agree with the
policy, informally it is critical 


the Nigerian
philosophy and implementation plan for tile project. Even if 


partner assumes a passive minority role, the U.S. company will most likely
 

depend on the local partner to influence other Nigerians critical to the
 

success of the project. For example, the number of expatriates one can
 

in to work on a project can be influenced by the persuasiveness of
bring 

one's Nigerian partners about the need for such employees.
 

4. U.S. companies are well advised to seek help in selecting partners unless
 
U.S. comthey are strongly impressed with a specific early contact. 


panies sometimes comment that they are unable either to locate or to rate
 

partners. This problem is aggravated by the poor availability of published
 

information on company activities, financial ratings, reputation and
 
lists have 	been compiled ostensibly
future plans. Although various 


or
describing and rating potential partners in Nigeria, few are revealing 


up-to-date.
 

Despite the dearth of published formal information on potential agribusi

ness partners, there is an extensive informal network of information about
 
can benefit from this informal--and
Nigerian companies. U.S. companies 


usually accurate--information by enlisting the services of a third party
 

who is familiar with the Nigerian business environment. This information
 

can be obtained casually in exploratory conversations with banks, other
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U.S. companies and other com)aniLe in onels line of business. Or, one call 
more actively seek such information by hiring a consisltinj ftir to select a 
partner. 

5. 	 U.S. companies should be warned Lhit few Nijeri4n partatier!; Iave substantial 
financial backing. Although the country is nometiea iportrayed as a land 
of millionaires desperate to find U.S. tires to help them spend their 
money, reality is different. No moro than a small handful can easily 
produce more than a million naira for equaity, Certain partuers, however, 
have utrong influence with local h4nk:4. and may bring substantial plebt 
financing to a project. 

6. 	 There are special credit reportincj organizations in Nigeria (- j., re)re
senting the F.C.l.A.) who can provide iletaled information on coeasayos 
financial situation. The commercial section of the U.S. Emba.ssy In Lagos 
may also provide Insights into the characteristics of partners, 
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CRITERIA FOR SCREENING AGRIBUSINESS PROJECTS
 

ONE SET OF CRITERIA FOR SCREENING AGRIBUSINESS PROJECTS IS LISTED BELOW:
 

a satisfactory agribusiness framework. The political,
1. 	 There must be 

social 	and economic environment should be acceptable. Realistic
 

infrastructure, i.e.,
investment incentives are essential. Adequate 

transport, communications, water development, etc. is also Important.
 

2. 	 Market prospects must be clearly identified. rhis includes both
 

domestic and foreign opportunities.
 

3. 	 Raw materials should be adequate to meet production, processing and
 

marketing objectives.
 

4. 	 Project should be a realistic size--large enough to justify the time
 

and effoct required and take advantage of economies of scale and small
 

enough to use management effectively.
 

there should
5. 	 If agricultural production is a component of the project, 


be sufficient preliminary crop and/or livestock trials to justify pro

ject imDelementation.
 

6. 	 Investment and technical partners should be compatible. The investing
 

partners should be objective, recognizing that bottom line results are
 

the main objective of the project, And the possible sale of an
 

investing partner's product or services 's only a secondary benefit.
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7. 	 Manajement fees chlarpjad I)y the t:'l&ncjl parLter slould stimulate joo 4l 
performance Net -itll| remain compatille vith the eco.iomics of the 
project. It i.s preferable if the technical rmrtiter ldi some equity in 
the project.
 

8. 	 A complete feasibility study is essential.
 

9. 	 Subsidlies, available guarantees, ant) social benefits are also attrac
tive features, but salould not he the maiun imaletus for making tie 
investment. 

10. 	 Financing, both debt and equity, should| be lined up before the project 
is implemented. 
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LABOR AND MANAGEMENT
 

FOR SOME AGRIBUSINESS VENTURES, LABOR WILL, BE A MAJOR CONCERN. AN ADEQUATE 
SUPPLY OF LABOR IS AVAILABLE FOR MOST UNDERTAKINGS, AND THE COUNTRY FACES 
WIDESPREAD UNEMPLOYMENT. HOWEVER, SHORTAGES OF AGRICULTURAL AND SKILLED LABOR 

ARE BECOMING AN INCREASING PROBLEM. NIGERIAIS UNIONS ARE CURRENTLY PUSHIING F( 

A LARGE INCREASE IN THE MINIMUM WAGE, AN INCREASE WHICII IS WIDELY RESISTED. TilE 
TOP ECIIELON OF NIGERIAN MANAGEMENT IS USUALLY EXCELLENT. TOP NIGERIAN MANAGERS
 

ARE WELL EDUCATED, ARTICULATE AND FLEXIBLE. MIDDLE AND LOWER LEVEL MANAGEMENT 

IS GENERALLY FAR LESS QUALIFIED. MOST COMPANIES IIAVE CREATED PROGRAMS TO 
IMPROVE THE QUALITY OF THEIR WORKERS AND MANAGEMENT.
 

1. 	 The former military government rationalized Nigeria's labor movement into
 
forty-two unions under a single labor federation, The Nigerian Labor
 
Congress (NLC). However, historical divisions within the labor movement
 
have impacted On the effectiveness of the NLC in pressing for concrete
 
benefits and has left a strain between the NLC and some of the member
 
unions.
 

2. 	 Pent up labor demands which had been held in check by the military govern
ment surfaced relatively quickly with the transition to civillap government;
 
Between October 1979 and June 1980, there were almost 250 officially
 
registered trade disputes which resulted in the loss of over one million
 
work days. A frequent grievance in many of the industrial actions is the
 
failure of the government and private firms to implement the 100 Naira
 
minimum wage. Other work actions have focused on such issues as car,
 
housing and transport subsidies.
 

3. 	 In 1980, the government established a new minimum wage for government
 
employees of 100 Naira per month. This wrAge has set a de facto floor for
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all 	 sectors of t!;e ecosomy, inclulin] the Agricultural sector. Most
 
aJricultura! workers recoive compennations Includinj bonefits, equal to
 
about 120-140 Nalra per month. TI03 uage represents a significant increase
 
over previous levels ond has serioualy ch4llen'jed tide viibility of any
 
labor-intensive agricultur~il undertaking.
 

4. 	 Observers agree that agricultural projects in Nigeria usually Wcome more 
labor intensive than planned. Hachinery failures uhich require human 
substitution, productivity below expectations and problems In monitoring 
labor participation in projects are some axamples of why labor requirements 
exceed plane. 

5. 	 Although the NLC is currently pressintj for 4 300 Naira minimum waue, .'tho 
gjovernment and even some trade unions regard this as inflationary and it is 
not likely to be implemented. I1owever, it is likely that labor couts will 
continue to rise in the noAr future. Other wrker ilcoaanls include; 

Vree 	mdical care
 

* Rent subsidieu of at least 40 Naira per month 

* A 	 doubling of the minimum annual pension 

Better housing
 

* Incre4sed worker participation In Jecislon making
 

* Car loans
 

T
Transportation uuhsialies
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6. 	 The attractiveness of urban living has induced 'a migration from rural
 

areas. The declining rural work force makes it difficult to fill agri

cultural labor requirements in certain areas, especially at peak demand
 
times such as harvest and planting.
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fAjricultiagsiol krouction AjL2o-AlliCdl Indlustries 

Cnamsercial P-anks M3 
~1Lclan BlakR 

http:NTUNLI.A1


4. 	 Banks which do not satisfy these percentages lose the difference bet

ween the percentage of their portfolio commited to agriculture and the
 

required percentage. The difference is removed it the Central Bank
 

from deposits and with the Central Banik and deposited in the Nigerian
 
akes loans for agriculture).
Agricultural Dank (a government hank which 


5. 	 Interest rates are controlled. Thus the cost of debt capital for
 

agribusiness 	ventures is relatively low. Agricultural production is a
 
further. The
'favored sector' which lowers maximum lending rates 


cuirrent maximum lending rate to preferred sectors is 9.5% The current
 

maximum lending rate for agr;cultural production and agricultural cre
dit guarantees is 6%.
 

6. 	 Loan guarantees are availdble for most agricultural projects. The
 

guarantees do not eliminate All risk since they cover only /5% of the
 

loan, and payments on defaulted loans are made only after claims have
 

been made against certain hard-to-claim a;sets of the venture.
 

7. 	 The banking system is centered in the large cities. There are only
 

750 bank branches throughout Nigeria. Few rural areas are served by
 

banks. It takes a long time for transactions in the hinterland to
 

clear the central urban branch. The absence of a rural banking sysLemn
 

requires that agribusiness ventures away from the cities manage large
 

amounts of cash. This lhas posed security and logistic problems for
 
some companies.
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EMI1lOYING EXPATI1IATES IN NIGERIA 

N(IO JOINT VVNT1IiF.S IN NIG:ItIA WIlL. RIOUIE THAT EXPARIA'ES Ii: CPIDvYED ANI) 
.IVE IN TIll COu1NrRY. rCIINICAI. t:xPErTI:;t: AND KANA(;EMI:NT .';KiI.; ARE NWM Or "IL 
PtINCIPAL. CONTHI lUTION; Vf'I'UHL PARTNEIiS SVE)K FO FOI1GN OaMPANI;.5.WIl(CI RE .K 
P.;rAlII.ISlI1N(: AN EXPATRIATE IN NI.GUtIA CAN Il. I)IFFICULT I* 143!':(1 ALLY IV ONI:.:!; 
C(NPANY IDOf.S NOT AIWRADY IIAV& A PI(FSENCE. ESTAI.IL.SIIING AN EXPATIIATE IS 
:XPEN;IVE BUT 11SUAI.LY COST rFFECTIVE. 

I. 	 The cost of establishinq an expatriite employee in Iqt'lss, Nisjuria, is ablout 
$500,000 the first year. "dintaallinq 4n expdtriate in Nigeria costs 
about $200,000 per year. The high cost of expistriate employment is caused 
hy several factors; 

Real estate of a suitable quality for U.t, employees is scarce. If a 
company does not already have iccuss to hlouiaIng, it must enter the 
inflated open market. Landl,)rdS usually redloire a cish, deposit equal 
to 3-4 years remit. Ilouuinqj is the siliaje ,jreatest tirst year cost of 
eutal)lishing a U.S. employee.
 

'the cost of living in Hi,jenid is extremely hiqh. 'lime saira is over
valued which artificially inflaeLs foods 4nd 6e.vicL's In Nigeria paid 
for in converted dollars. Iumpolbteel consumer cgoodu are subject to hiijh 
tdrifts or.- are banned. IlIql aitarkups on most rxuls firtier dlcrease 
tle costs.,
 

To induce qool employees to wk in tliqJcri4, it i.s often sieces ary to 
offer them xl)nusus or htarlulilp al lowa:iceu. 

I1ouhle taxation to U.S. parent companies 1,ho prusvil cost of living 
adjutstmeitts or hasrdshmip allowaucoi incl:(4ses the c .t (If employing is 
U..,. 	 citizen in Niqeria hy 304 dcs:rdinJ to 50m- etstimatC. 
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To put these costs in perspective, osie should note that most foreign coin
panies believe they can justify these costs and indeed often seek to
 

incredse the number of expatriate employees in Nigeria.
 

The cost of living as an expatriate outside of Lagos is significantly less.
 

2. 	 Because there is a very high fixed cost to establishing expatriate managers
 

in Nigeria, most experts recommend that only the best managers be sent. By
 
sending fewer managers and technical experts of a high caliber, one cai
 
reduce one's total expense on personnel.
 

to
3. 	 Companies who cannot find suitable American employees or who do not wish 


pay the large amount of money required to maintain a U.S. manager can pur
sue one of two alternatives.
 

IHire a third party expatriate. Non-U.S. expatriates generally are
 
less costly than U.S. employees. But iion-U.S. expatriates may not
 
adequately understand the company's objectives, preferences and
 
operating style.
 

Attempt to manage the enterprise Prom the U.S., using occasional visits
 

to Nigeria. In the opinion of many observers, this is a risky alter
native since many ventures without direct supervision do not succeed.
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PAYM£NTS 

TillS IPItR'O', IN RECOGNITION O1 Tillt FAC' THAT 0PI"IdIW; IFFER ON '11114 RAITY ANI) 
AC(IC'TAIILITY OF TRANSACTIONS., SUC0 A; I.ARGE CONMIM;SIONS. INFI.ATEI) Ve.ES* GIr'aS 

AND KICKIBACKS WILL REF'IR 'O SUCi I'IHAN VI"IS6; AS *4PAYMNWS'. MANY IUSINESSMkEN 
wrI..s. riIA' 1111 IWlBlY, A WORD WITHi OIICAVY MOItAI. OVERI'IFl HI:;HrPIrSFIE-'NTS 1tH. NATJRE 

OF ;UCII IAYM:NTS0 WHICI ARE ItEGARDR!-. dY NOMIE AS A NOIRMA. PAIrr OF DOING USINE:SS 

IN NIt1:IIA, MOST U.S. UUSINESSMEN W1I-I. rFVLN'rUALI,Y FAC: ill:.' PRIUSLE OF PAYMENTS 

HEI.ATP.I) 'T BUSINESS W11101 AllF COMMON IN NIIZlRIA, 

ONE: mHO;' FIRST STRESS THAT MOST HUIAUCPATS BUSINrtSSM1:N AND OFFICIALS PIIORM 

TIl:IlR JOIL'e WITHOUT SOLICITING OR IXPFCTIII+; rXTRA IREMUNllATION. EYI'IIPS DO). MANY 

WI)IKFI; REGARD PAYMENTS AS A NF.Ca1S'SAltY SI;iPPLFEN'P '1) IIIIB 14)W SALARIKS. OTIIEtS 

IE(;AIIl) IT AS A COMMISSION FOR EXTRA WOlK< IMI'OSED ON 'MiIhM HY 111K PAYING PARTY. 

YE'T OlIF:ItS IItGARD r AS A DESIIRABlLE INIBICATrION OF GIIATITUfr WICHII HAS A STRONG 
P1IFCI.NI)FT IN A TRIADITIONAI. SOCI ETY. 

lP+(;ARl)l.r..';; o *PI RATIONAI0£ OR JUSTIFICATION I-llt4 PAYMENTS, U.S. FIRMS MIIST OF. 

CANCEINFI) AIOUT IR ISI;UF. OF GRI:.A'P IMP'ORTANCE 18 '1111. ISSUE OF '111l LEGALITY 
OF 'AYMENTS UNDER U.S. LAW. TIE FORPIt;N CORRUPT PRAC'ICES ACT* L.GISLATFI. IN 
19177, IAS IMPOSED STRICT 1tEGULA-rIONS o11 BIISINESS PAYHENTS. '1111S ACTIMAKEs Ip 

CIIMINAL TO MAKE.CERTAIN PAYMENTS INTENDED 'T0 IMILUeNCK IIIISINSS I)ECISIONS. f111F 

ACI' Im I'OSES sRICT I)IsCI.OSUItE A1CUIIEMEN .S ON CIITAIN TYPES OF PAYMENTS. 
AMHIICAN HUSINF.SSMEN SIIOUI.D ANTICIPA'PF. ni: ISSUE OF PAYMENTS AN) ADOPT POICCIES 
ON 110W InO IIANDI.F ITr. 

I. Payments are beat viewed as belonginj to oite of two cateJories; 

A. 'rhe first cateqjory is small payplalats (e,q., 1-100) to clerks, petty
 

bureaucrats and low-level ofticidls to expLedlte routine transactions. 

Dash, as It is commostly known in Nicjeria, is the JL-eziSe which1 keeps the 
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cogs and wheels of business moving. Dash, which in iKmst instances is 
no more Lhan generous tippinJ, is accepted Iby inont people as an ilaevi
table fact of life which can be handled according to the preferenlces 
of the individual. * 

B. 	 The second category is large payments to business.me and off icials tz 
obtain Freferential treatment for licenses, tenders for contracts, or 
business deals. For U.S. companies this second category of paymeit 
will 	complicate business in Nigeria.
 

2. 	 Companies can take action to avoid paynietits. A fr#?quently heard sugqestion 
is to follow procedures metictilously. As dir.cussei under "Advice for Doill 
Business in Nigeria", U.S. companies sometimes shortcut procedures. 
Whether it be entering the country prior to the 10-day incubation pe.riod 
for yellow fever shots, negle.cting to file an application for permission to 
repatriate profits or not having proper airplane reservations, businessmn 
can force themselves into a position where they ironically must dash to 
correct the situation. Titus, oie can reduce the likelihood of making 
payments by carefully following procedures and) r,.qulations governinq a 
circumstance. 

Patience and persistence are necessary partners to procedural attentivene..r. 
rv.n if one scrupulously follows procedure, one m,,ay find it takes nmu:Ih 
longer to accomplish ta;ks wi thout dashing Iureaucrats and clerks. 

Ignoring or refusing requests for clash may irecilpitat - a sudden lunch br,.idk 
for a shipping clerk. Application.s may be repeatedly relegated to the lot
tom of the pile at the expenise of those which were accompanied by dt 
inflated application fee. To somhe, the length of tim,.o it takes to complete 
a service without payments may be unacceptably long. 
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3. 	 TMe problem of large payments is far mre serious. in cases where awards 
are made on the hasis of suhbjective factors--is Opposed to caaes which 
invo!ve only procedure, a company will have 4 difficult time avoiding the 
issue of payments merely by following procedure anti havitij patience. A 
significant proportion of lartle project, licenses and service contracto 
involve payments to people involved in tile solec ioit process. 

4. 	 Asuuming that a company which negotiates a payme-nt to a decision-maker has 
a 'jreater probability of leing awar'leal a coltract comparel with one which 
doeu not, then a company which adopts a policy of never making payments 'to 
influence contract awards will be at a disadvantaqe. But not necessarily a 
fatal disadvantage. Certain analysts Ielievu companies may be more likely
to succeed in doing business in Hiijeria without making large payments if 
one's product, be it a good or service satisfies one or sore of -the 
following coiditiois: 

TThe product Is required by the country. 

'rhe product is clearly superior to alternative irods'cts or 
is proprietary 

TThe product falls within the nation's priorities 

All agricultural projects fall insilde the natIl.n's priorities. Addition
ally, certain U.S. firms may be uniquely qualified to satisfy certain needs
 
of Nigjerials agriculture. Therefore, some U.S. agrilbusiness firms may find
 
themselves less susceptihle to having to make payments.
 

5. 	~To help put the i ssue In perspective, many U.S. Ijuniae.smen claim they cast 
compete in Niqerlan business without making aeiy payments illegjal.,isder II.S. 
law. $)nce having estat-lished an onajoing Wisiness which does not lepend 
heavily on outside decisions o,, awards, one lco._± I,,ss vulnerable to 
payments. 
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BUSINESS PROCEDURES
 

TiIS SECTION PRESENTS A SUMMARY OF IMPORTANT PROCEDURES TIIAr FOREIGN BUSINESSMEN
 
MUST FOLLOW TO ESTABLIS1I A NEW VENTURE IN NIGERIA. TUlE SPECIAL CONDITIONS AND
 

PRIVILEGES ALLOWED TO AGRIBUSINESS VENTURES ALSO I1AVE BEEN OUTIINED IN TillIS
 
SFCTION. U.S. BUSINESSMEN ARE SOMETIMES FRUSTRATED BY TIIF CONFUSION ASSOCIATEI)
 

WITII FORMING A NEW BUSINESS. BY BI0i'rT.I UNDERSTANDING T11E PROCEDURES AND
 

INCENTIVES FOR AGRIBUSINESS INVESTMENTS BEFORE ONE BEGINS ACTIVITIES, OtSE CAN
 

AVOID MOST OF THE PROBLEMS COMMONLY ENCOUNTERED. A MAJORITY OF TIlE PROBLEMS FOR
 
NEWCOMERS ARISE BECAUSE TilEY DO NOT TAKE ACTIONS IN Tie INITIAL PHASES OF
 
ES'rABLISIIING A BUSINESS WHICIH, ALTIIOUGII NOT IMPORTANT AT T1lE TIME, TAKE ON FAR
 
GREATER SIGNIFICANCE IN TIlE FUTURE. IT IS POSSIBLE TO ADVANCE IIROUGII HiE FIRST
 
PIIASES OF A PROJECT WITHOUT SATISFYING CERTAIN PROCEDURES. IIOWEVER, IN NIGERIA. 
SOME OF TIlE CRITICAL CONDITIONS TO A PROJECTS SUCCESS ARE CONDITIONED UPON 

IIAVING METICULOUSLY SATISFIED PREVIOUS REQUIREMENTS. SEVERAl. AMERICAN COMPANIES 
W11O OPERATE IN NIGERIA COMMENT TIIAT LAWYERS AND ACCOUNTANTS MAY BE MOST USEFUL 
AT THE BEGINNING OF A PROJECT. THE BRASII AGRIBUSINESS ENTREPRENEUR WHO WANTS TO 
BEGIff BUILDING, EXPORTING OR ADVISING IMMEDIATELY WILL INEVITABLY ENCOUNTER 
PROBLEMS.
 

TIllS SECTION IS DIVIDED INTO TIIE FOLLOWING PARTS:
 

1. DOCUMENTS WHICII MUST BE FILED WHEN STARTING A BUSINESS
 

2 SPECIAl. INCENTIVES FOR AGRIBUSINESS VENTUI-S
 

3. OWNERSHIP AND INDIGENIZATION
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THREE COMMENTS ON PROCEDURE ARE APPROPRIATE I A BUSINESSMAN IN IE .ARI.Y WTAGES
 

OF AN AGRIBUSINESS PROJECT IN NIGERIA:
 

I. 	 Nigerian business depends on prior approval. The expeditious resolution of 

requests can only be expected if certain conditions were satisfied in the 
past. For example, repatriation of dividends depends on having received 
approved status in the early phases of the project. Issues which require 
prior approval include the following:
 

- Repatriation of dividends, royalties and interest
 

- Bringing in expatriate managers
 

- Payment on Technical Service Agreements
 

- Repatriation of equity or loan capital
 

2 	 When filing an application, do it right the first time. Some U.S.
 
companies, out of their eagerness to begin business, rush their applica

tions. The most common cause of undiue delay in the approval process for
 

new businesses is problems on the application. Omissions, vague or
 
incomplete data, or evasive explanations are almost certain to detain the
 

processing of a document. Once the document has been removed from normal
 
channels, it is unlikely that it will reenter them until the filing party
 
makes inquiries as to its whereabouts or the bureaucracy requests clarifi
cation or supplemental information--something which may take a long time.
 

3. 	 The support of the Nigerian partner is crucial in processing applications
 
and filing proper documents. The Nigerian partner usually will be able to
 
monitor the progress of an application and unblock problems far more effec
tively than the U.S. partner.
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2. SP.CIAI. INCENTIVES FOR AGRIBUSINESS VINWRIES 

THE (;OVERNMENT OP IIG IIA OPPIU AS'"'IACTIVE INCeNTIVEI' lFOt COMPANIPS 10 ["VlrSaT 
IN AGRICULTUR.. TO3 TAKE ADVANTAGE OF" WH Or '1IIWS INC:NTIVE:5e COPANWIS MUST 
APPI.Y TO 111F PROP£R ORGANIZATION. '1111: M)ST IMPORTANT INCENTJIVES ARE I.I.STHI) 

Pioneer Companies To encouraje investment In specific industries, the 
Government allows certain companies remission on their Income taxes 
for a period of three years. Tax relief can be extenled for, two 
years, contingent on certain condiitlopai. The following a9r'.cultisral 
industries have been declared pioneer; 

- cultivation and processing of food crops, vejetdhleis anti frults 

- manufacture of cocoa products 

- processing of oilseeds
 

- integrated dairy production
 

- cattle and other livestock ranchinij
 

- bone crushing 

- fishing 

- manufacture of stqrchi from plantation cro ) 

- manufacture of animal feedstuff 

- mantfacture of lejther 

- manufacture of ruler goods and rubjer prothdction 
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- processing of local wheat and flour milling 

- oil palm plantation and processing 

- gum arabic plantation and processing 

- integrated wood projects 

- manufacture of fertilizers 

Approved Users Scheme This scheme allows many agribusiness companies
 

to import raw materials at no or concessionary duty rates. Raw
 
materials must be used for an approved purpose.
 

Accelerated Depreciation Agribusiness compaiiies can depreciate their
 

assets against profits at an accelerated rate.
 

Excise Duty oliday Aqribusiness companies are eligible for substan
tial concessions in excise duty payments if the Ministry of Industries
 

> satisfied that they are fully integrated and tise the maximum amount
 
of locally available materials.
 

Majority Ownership for Foreigners Integrated agricultural .productiost
 

and processing has been shifted tq Schedule III from Schedule II of
 

the Enterprises Promotion Act. This allows foreign companies to have
 
a majority ownership in their ventures.
 

Loss Car'y Forward Losses can be carried forward indefinitely until
 
they can be written off against profits.
 

L.oan and Borrowing Breaks Interest on loans to agricultural ventures
 

are exempt from taxation. Agricultural ventures can borrow from coln

mercial banks at a low rate, 3-6%. Such loans art! guaranteed by the
 

Agricultural Credit Guarantee Scheme.
 

-42



atjribu-Availability of Debt Finaiscij(j Debt finatcinqj for worthwhile 
ofIs much easier LtO obtain than formerly because ifsiness projects 

national policy requiring hanks to put a minimum percentage of their 

loan portfolio in qriculture.
 

A ricultural Eguipment Duty All aqricultural equipment imported Into
 

Nigeria Is exempt fro. duty.
 

Investment Allowance Capital expenditure on atjricoltural plant atnd 

equipmentis jiven an additional 1o jnvoatment allowance. 
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3. 	 OWNERSHIP AND INDIGENIZATION
 

TIlE NIGERIAN ENTERPRISES PROMOTION DECREE OF 1977 WILL DIRECTLY INFLUENCE il' 
FORMATION OF ANY JOINT VENTURE IN NIGERIA. TIE INTENT OF '111E DECREE IS TO 
ENSURE THAT NIGERIANS FULLY SIIARE IN THE DEVELOPMENT OF THEIR ECONOMY. IN 
RECOGNITION OF THE NEED TO DEVELOP TIlE AGRICULTURAL SECTOR, TI,; GOVERNMENT 
ALLOWS U.S. AGRIBUSINESS COMPANIES MAXIMUM OWNERSHIP FOR MOST VENTURb. 

1. 	 The Decree contains three schedules which list the required amount of 
Nigerian participation in any joint venture. The maximum amount of 
equity which can be held by a foreigner is 60% (Schedule III). 

2. 	 The amended Schedules for Agribusiness ventures are presented on the 
following pages.
 

3. 	 Foreign companies which held equity in Nigerian businesses prior to
 
the promulgation of the decree were required to sell varying percen
tages of their stock to Nigerians at prices set by a special committee.
 

4. 	 Any "integrated" agricultural venture can be 60% foreign owned.
 
Integration is broadly interpreted, which allows U.S. agribusiness
 
firms to hold a majority position in most ventures.
 

5. A certain flexibility in dividend and voting rights is possible by 
using different classes of stock.
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ACRICULTURAL ENTERPRISES IN SCUBDULE I
 

FOR9ICN C0WANIES CANNOT W FUITT
 

I. Slending and bottling of alcokulic bever!ges 

"2. Bread and cake making 

3. 	 CAmercial tranportacion (wet ismi 4ry cargo asil (wel)
 

. CAmision agents
 

S. 	 Department stores and supormarkots' havtop annual salen turnover 

las than 2,000,000 nari 

6. 	 Diatribution agencies excluding motor velicles. machinery &n4
 

equipment and spare partd
 

7. 	 Ice cream adking wsest gnt ausaociated withtho masufacture
 

of other dairy products
 

a. Poultry farming 

9. 	 Retail trade (except by or within deparmeost astoreu and
 

supermarkets)
 

10. Rice milling 

11. Whofesale distribution at local manufacturers aod otlar locally 

produced goode
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AGRICULTURAL ENTERPRISES IN SCHEDULE I1 

FOF-IGN COMPANIES CAN OWN 40Z OF THlE E(jUITY 

1. Banking- commercial, merchant and development banking
 

2. Beer brewing
 

3. Bottling of soft driaks
 

4. Canning and preserving of fruits and vegetables
 

5. Coastal and inland waterways shipping
 

6. 	 Department stores and supermarkets having annual turnover of
 

not less than 2,000,000 naira
 

7. Distribution agencies for machines and technical equipment
 

8. 	 Distribution and servicing of motor vehicles, tractors and
 

spare parts thereof, of similar objects
 

9. Fish and shrimp trawling and processing
 

10. Fertilizer production
 

11. Grain milling products except rice milling
 

12. Insecticides. pesticides and fuP&icides
 

13. Manufacture of biscuits and similar dry bakery products
 

14. Nantsfacture of cocoa, chocolate and sugar confectionery
 

15. 	 Manufacture of dairy products, butter,.cheese, milk and
 

other milk products
 

16. 	 Manufacture of food products like yeast, starch, baking powder,
 

coffee roasting, and processing of tea leaves into black tea
 

17. Oil milling, cotton ginning and crushing Industries
 

18. Plantation sugar processing
 

19. 	 Plantation agriculture for tree crops, grains and other
 

cash crops
 

20. 	 Slaughtering storage associated with Industrial processing
 

and distribution of meat
 

21. Wholesale distribution of Imported goods
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ACEICULTUSAL ENTRPRISES IN SCUEDUIJR III
 

FOMRICN COMPANIES CAN OWN 601 OF TH1E EQUITY
 

I. 	 Distilling. recitfying au blesding of spirita such as etlhyl 

alcohol whisky, bratndy. gil aod thu like 

2. Integrated agricultural prodection 404 procoaaJdng1 induutriea 

3. Manufaccssre of agricultural machinery ao cqsipmosit 

P.. IManufacture of special Indisasrial maclijlury. raech a textile 

and food maclinery. paper laidtatry oachisatry. oil reftnianl 

machinery asui equIpmen a.s4 the like. 

S. Ocean transport ail shipping 

6. Storage and warehousing - Tho operation Of sturiJe facilities
 

and warehouses (Included bonded and refriglerated arelsoases) 

for hsire by the general ioublic 

7. Tobacco sanufactore 

B. 	 All othier asiterprisas not Inclts4led In Scliediules I ai it not 

*eing public sector uceserprises 
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SECTION III
 

NIGERIAN AGRICULTURE AND AGRICULTURA. POLICY
 

LIf
 



NIGERIA'-!; POST-WAR FOOD SYSTEM 

NIGERIA'S POST-WAR AGRICULTURAL. AND FOOl) SYSTEM, ONCI" 'flit l.EADING CONTRIBUTOR T) 

ECONOMIC DEVELOPMENT AND EMPLOYMFN'r, IIAS )ECINED 'O WIIERE IT IS NOW A BRAKIE ON 

TIlE ECONOMY, A MAJOR GENERATOR OF INILATION, AND 'il: CAUSE OF UIIAN MIGRAI'ION. 

UNTIL TrlE 1960'S, AN IMAGINATIVE POI.ICY WHICII I:OCItISED ON TRADITIONAL SMAI.L 

FARMERS GENERATED 011 ADEOUArE lOMrs'PIC SUPPmY AND EXPORTS. 

Nigeria once exported substantial amounts of cash crops, includinJ
 

cocoa, palm oil, groundnuts (peanuts) and rubber. After independence
 
in 1960, agricultural production began to falter and decline. L.arge 
food deficits arose a decade 	ago and were aggravated L," the neglect to
 

war and the first oil boom (1974-1977).
agriculture during the civil 


0 * 	 Since independence, and until recently, traditional producers have 
been ignored. Exports began to decline and Nigeria became a major 

food importer. With 70% of Nigeria's people still residing in the 
countryside, the 25% of public spending which has been devoted to the 
rural sector has been insufficient. 
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FUTURE DEMAND
 

FOOD IN NIGERIA WILL CONTINUE 7O EXCEED16 THE FORSEEABLE FUTURE. DEMAND FOR 
IF ONE ASSUMES AN OPTIuisriC 4% GROWTH RATE IN PRODUCTION. 7111SSUPPLY, EVEHi 


DEFICIT WILL. PROVIDE TRADING OPPORTrUNITIES AND SHOULD HELP CREATE h RECEPTIVE'
 
ENVIRO)NMENT FOR 30I[NT VENTURES IN PRODUCTION, PROCESSING AND MARKETING.
 

Nigeria's Food Deficit
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ECOLllGY 

MANY U.S. AGRIBUSINESS VENTURES IN NIGERIA WILL 9 CONCERINDI) WIT1 TIlE pROoUC'TION 

CAPABILITIES OF NIGERIAN AGRICUI.TURE. TiE GooVItNmNmer sTItONLY POUKAGES 
EVEN IF TIlE MAIN TIIRUST Of TIlECOMPANIES TO INVESTIGATE DOMESTIC PRODUCTIOI 

STATED OBJECTIVE OF TIlE GOVERNMENTBUSINESS IS ON PROCRSSING OR MARKETING. THE 
'lBERE RXISTS, INDIGENOUSIS TO SUBSTITUTE CURRENT IMPORTS OF COMMOITIES VWIIEHE 

PRODUCTION CIPABILITY. UNDERSTANDING TUE NATURAL ENVIRONMENT IN NIGERIA INi 

TIIEREFORE USEFUL. T118 FOLLOWING SECTION PRESENTS T71 RE EXIIIBITS 014 ECOLOGY: 

1. ECOLOGICAL ZONES 

2. RAINFALl. 

3. GROWING SEASONS FOR WAIOR CROPS 
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I.AND 	 TENURP. 

THlE ISSUE OP LAND TENURE IS IMPOHTANT 'IO ANY U.±. FINN IN'I'SIIE D IN LAND-I1ASKI) 

AGRIBUSINESS VENTURES. UNDERSTAN0I1G Atli) USING nil! sY:;iren I ONE'S ADVANTA(GE IS 

SOW.HIMES NOT EASY. 'WE SYS'EM CAN BE DIIVI)F.I) IN-1" 'iWO CATPGOltrISI.S; oilI. 

NORTHERN SYSTEN AND TiE SOUTIERN SYSTEM. 

1. Land use In Nigeria is theoretlrally regulated by the I.and Use Decree.
 

This decree estsblishes two) committees to oversee land use and zoning. 

It also vests power over lail use in the Stale Government. The. .and 

Use Decree has not beon enforced although thme Stdte Governments plAy 

an important role in many land use decisions. 

2. 	 Land tenure can be divided into two categories: the northern uystem
 

and the southern system. Rights to land ownership in the North are 

vested in the community. olhe individual does not have ay riqht to 

land unless he formally applies tor 4 title, somethingi which liappens 

infrequently. Therefore, a ctmp)any wishing to gain access to land for
 

an agribusiness venture needs to negotidte only with the local
 

authority. The local authority, be it a Chiet or council, will nego

tiate with the individual farmers currently occupying the land to free 

the land for commercial uhage. Land use prerojatives are clearly 
outlined and disputes over land rights are usicomnson. 

3. 	 In the South, land is owned by tme indivi'tual. The southern lasI 

tenure system is more complicated andi is gengerally less satisfactory 

for 	U.S. companies. Negotiations to use a large tract of land
 

necessarily involve negotiations wiLh many parties. Land tenure is 

further 1complicated h- unknown relativus who ,uitliZ place demands ulvjn 
a company for compensation even though the cowpany thought it h,%d 
negotiated a settlement. 

Farming risks can he reduced iii the Sout;i by ecisri~si a written cer
tlficate of Occupancy which ,jives one rith's to tose the land for s 

specified time (1-10O years). This certifict-! in recoived uuhject to 

negotiating a satistactory compensation packetije wisI h all concesmne 

par L ies. 
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4. 	 Although land tenure in the South complicates agribusiness ventures,
 

it does not present an insurmountable obstacle. Some analysts stiggest
 

that agribusiness firms keep the scale of farm projects in the South
 
modest so as to minimize the number of people with which one has to
 

negotiate.
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LAND USE
 

HOST OF NIGERIA'S 92 NILLION IIECTARES OP tAND IS SUITED FOR SOME TYPE OF AGIU-
CULTURE. CURRENTLY* ONLY A SNA.I, AREA IS ACIUALLY PAIED. HOST OP T119 PASTURE 
AND ARABLE LAND IS NOT BEING USED TO ITS POTEtNTIAL. 

Analysis ot Nigeria's Land Potential
 
Total Land Area: 92 Million Ilectares
 

Ares not suited
 
tor agriculture 

Arable lead e4a land under 
permamemt tree crops 

91 

....
34t2.. 
8Permanent 

pastures
 

suited for
.Ares 

::
...... egriculture 

292 

.................... .Forests
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AGRICULTURAL INSTITUTIONS IN NIGERIA
 

THE MINISTRY OF AGRICULTURE IS TIlE PRIMARY FEDERAL ORGANIZATION INVOLVED IN 
AGRICULTURE. iT IS THE RESPONSIBILITY OF TIE MINISTRY 7O DEVELOP AND IMPLEMENT 
AGRICULTURAL POLICY IN CONSULTA.TION AND COLLABORATION WITH THE VARIOUS STATE 
AGENCIES A1D MINISTRIES. SOME AGRIBUSINESS ACTIVITIES (NOTABLY SOME OF 1HE 
PROCESSING INDUSTRIES) ARE REGULATED PRIMARILIY BY TiE MINISTRY OF INDUSTRY. 

1. 	 Following independence, governmental responsibility for agricultural
 
development rested primarily at the regional level. The Federal
 
Government was limited mainly to bupport of agricultural research.
 
S!1e ^070, however, the Federal Government has assumed a steadily 
increasing role: 

1970-1974 Federal grants for livestock and fisheries, 
joint participation with the states in agri
culture development projects and national
 
credit institutions.
 

1975 	 Created Federal Ministry of Agricultural and
 
Natural Resources. Enacted uniform law for
 
establishment of River Basin Development
 
Authorities (RBDAs).
 

1977 	 Expanded role of FMA to include rural
 
development and created new Federal Ministry
 
of Agriculture and Rural Development (FMARD).
 

1978 	 Proposed merger of FMWR into a new Federal
 
Ministry of Agriculture and Water Resources.
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1979 	 New constitition further expanded role ot
 
F'ederal Government, primarily throuJh author
ity to implement agricultural develolment 
projects directly as well as in partnership 
with the states. In addition, sLate projects 
must be approved for tunding at the Federal 
level. 

1979 	 Ministry of Water Resources reestablished 
as separate entity. 

2. 	 By contrast, the institutional structure at the state level has changed
only moderately since before independence. There has been a proli
feration of semi-independent state agencies dealing with agriculture. 
In a number of states, wholly owned agjricultural development cor
porations have been created to engage in large-scale farming and other
 
commercial ventures.
 

3. 	 The new constitution also provided for local government councils
 
(LGCs) to work with state agencies in development planning for their 
respective areas. The I.GCs have become heavily involved in agri
cultural extension at the local level,
 

4. All multi-crop marketing boards were abolished in 1977. and succeeded 
by commodity boards for specific crops. They cover' domestic food 
crops as well as traditional export crops. For some crops and tor 
livestock, parastatal national production companies were also
 
estabiished, creating problems of overlapping responsibilities. The 
parastatals are discussed separately in another section.
 

The structure, functions and problems of each of the principal agri
cultural institutions are discussed briefly on the following pages.
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FEDERAL MINISTRY OF AGRICULTURE (FMA)
 

THE FMA IS THE PRIMARY FEDERAL ORGANIZATION INVOLVED IN AGRICULTURE. IT IS
 
RESPONSIBLE FOR DEVELOPING AND IMPLEMENTING AGRICULTURAL POLICY IN COLLABORATION
 
WITH THE STATES. IT ACCOMPLISHES THIS PRI%ARILY BY:
 

Recommending approval of state grants for agricultural
 

projects within the scope of the Five Year plan.
 

Monitoring performance of state plans and projects.
 

Participating directly in agricultural development
 
projects--alone or in partnership with the states.
 

IT SHOULD BE NOTED, HIOWEVER8 THAT THE FMA HAS NO DIRECT CONTROL OVER STATE
 
PROGRAMS. FURTHERMORE, CERTAIN AGRIBUSINESS ACTIVITIES (NOTABLY SOME OF 'HE
 
PROCESSING INDUSTRIES) ARE REGULATED BY THE MINISTRY OF INDUSTRY.
 

T14E ORGANIZATION CHART OF FMA APPEARS ON TIDE FOLLOWING PAGE. IN ADDITION TO TIIE
 
FUNCTIONS SHOWN, FMA HAS ASSUMED RESPONSIBILITY I'OR AGRICULTL.ZAL COOPERATIVES.
 

TIlE MAJOR PROBLEMS WHICH FMA MUST OVERCOME IN CARRYING OUT ITS RESPONSIBILITIES
 

INCLUDE THE FOLLOWING:
 

I. It may not have sufficient authority as suggested bys
 

Its control of state programs is limited to mon
itoring conformity with the Five Year plan.
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it plays only advisory roles in fundintj lucisiolls 
for agricultural prograws and in sLallishinq pro
ducer prices. (Note: Althouqh lNA does not 
have direct authority over these functions, the 
Ninistrt - perspectives influences state projects 
and commodity pricing.) 

2. 	 There is a severe shortage of trained manpower, espe
cially at senior levels. 

3. 	 The private sector appears better suited to carry
 
out many of the commercial activities in whicls the 
PNA participates directly.
 

4. 	 Planning, monitoring and evaluatinj activities are
 
handicapped by lack of reliable d4tA bases and by an
 
inefficient budgeting process.
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Orqanization Chart of the
 

Federal Ministry of Agriculture
 

Fl)
 

DIAR"~r ZPA"G= PARWATL PO-'4-sW"~awD~rR"GDEFAM DWARK~f 



MINISTRY OF WATER RESOURCES (FMW.WI
 

IS TO CORDIN+PoETiE ONE BASIC RESPONSIUILITY OF TIIE MINISTRY Or"WATER IBFSOUIRCES 
TIlE ACTIVITIES OP TIE IEGIONAI. RIVER 0ASiN DEVEI.OPMINT AirIIORITIES ({I1AIAs). 
TPIL RODAs ARE BECOMING INCRIASINGI.Y INVOLVED IN AGRICULTURAL AND I.IVESTOCK 

DEVELOPMENT IN TttEIR RESPECTIVE AREAS. 

TIE RESPONSIBILITII'S OP THE IIHODA'S .' IIEAVILY ORIENTE) '1OWARD roLAtNIG , POLICY 
ANALYSISe BUDGETING* EVALUATION AND MANIOWtER DRV£1.OPMENT FOR ifxmI AGIRICUL'IiUItJI. 

AND IIYOROLOGICAL DEVELOPMENT PROGRAMS. 'IFIIY COORDIINATE CEWIAItI FIROERAL. STATE 
AND LOCAL. PROGRAMS AND ARE INVOL.VED IN PROJECT 1I0)1NTIF'ICATIOt4 Aijs PRE PARATiION. 
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RIVER BASIN DEVELOPMENI AUTHORITIES (RBDAs)
 

THERE ARE ELEVEN REGIONAL RIVER BASIN DEVELOPMENT AUTHORITIES (RODA), ALTHOUGII 
ONLY THREE IN THE NORTH ARE ACTIVE. THEY ARE FEDERALLY FUNDED AND OPERATE UNDER 
ESSENTIALLY UNIFORM STATUTES. THEY ARE MANAGED BY BOARDS OF D!rEC'ORS COMPRISED 
OF EQUAL REPRESENTATION FROM THE FEDERAL AND THE STATE GOVERNMENTS. MOST OF TlE 
RODAs CUT ACROSS STATE LINES.
 

ESTABLISHMENT OF THE RBDAs REFLECTS TilE GROWING IMPORTANCE OF LARGE-FCALE 
IRRIGATION PROJECTS; BUT THEIR RESPONSIBILITIES ALSO INCLUDE WATER SUPPLY, FLOOD
 
AND POLLUTION CONTROl. AND RESETTLEMENT PROJECTS. MORE IMPORTANTLY, THE RBDAS 
ARE CHARGED WITH DEVELOPMENT OF IRRIGATED AGRICULTURE WITHIN THEIR AREAS. TillS 
IS A BROAD MANDATE WHICH INCLUDES EXTENSION, INPUT SUPPLY AND MARKETING 
ACTIVITIES FOR CROPS, LIVESTOCK, FIS!IERIES, FORESTRY AND COOPERATIVES. BY
 
DEFINITION, THE PROJECTS TEND TO BE LARGE-SCALE AND CAPITAL INTENSIVE IN NATURE.
 

AS THEE ACTIVITIES OF THE RBDAs FXPAND, TWO SERIOUS PROBLEMS HAVE EMERGED. 
FIRST, NEITHER THE JURISDICTIONAL NOR OPERATING MANDATES OF THE RBDAs ARE 
CLEARLY DEFINED. IN FACT, TIHEY ARE VIEWED AS A DISTINCT THREAT BY MANY STATE 
MINISTRIES AND AGENCIES. SECOND, THEY AGGRAVATE THE ALREADY ACUTE ShIORTAGE OF 
SKILLED MANPOW4ER BECUASE OF THEIR NEE) FOR HIGHILY SPECIALIZED ENGINEERING AND 
AGRICULTURAL PERSONNEL. THE RBDAS 1lAVE SOUGHT TO MEET ThIEIR NEEDS BOTH BY 
EMPLOYING NON-NATIONAL EXPERTS AND BY BIDDING SKILLED PERSONNEL AWAY FROM STATE 
AGE.NCIES VIA HIGHER PAY SCALES.
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STATE MINISTRIES OF AGRICULTURE HJIAN!I
 

1h19 STATE MINISTRIES OF AGRICULTURE AIld TIlE AGENCIES WITI IPRIMARY RESI'ONSIUII.ITY 
FOR PLANNING AND IMPLEMENTING AG1ICULTURAL rI'MJCTS AT '1I11 !rrATV. LEVEL. IN MOST 
STATES, RESPONSIBILITY IOR AGRICULTUHE AND NATURAL RESOUIRCES AE Ca)NuINL IN A 
SINGLE AGENCY (SMANR). TIE SHANks HAVE 1IlRER MAJOR FiNLI'INSt 

1. 	 Plan and execute agricultural development projects alone, jointly with 
PRA or with semi-autonooous bodies such as the World pank assisted 
integrated rural development projects. In any event, it is necessary 
for a state project to be approved for tundini at the Federal level. 

2. 	 Provide extension service and technical assistance to Individudl far
mers and/or cooperatives. The agricultural services uinits, includincj 
field staff* ara the largest within the S4ANRs. They are organized 
along both commodity and functional lines. 

3. 	 Coordinate their atilvities with those of the RBDAs and Local
 
Government Councils (LGCs). In both cases, this has created problems
 
of overlapping jurisdiction dnd duplication of activities.
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LOCAL GOVERNMENT COUNCILS (L-GCs) 

LOCAL GOVERNMENT PLANNING COUNCILS (LGCs) HAVE RECENTLY BEEN SET UP IN AN EFFORT 
TO IMPROVE THE EFFECorIVENESS OF DEVELOPMENT PROGRAMS AT TIlE LOCAL *GRA.SS rOOTS" 
LEVEL. THE AREAS OF RESPONSIBILITY OF TIIE LGCs AS SPECIFIED IN TIIE ENABLING 
LEGISLATION ARE VERY BROAD. THEY INCLUDE EXTENSION SERVICES FOR AGRICULTURE AND
 
LIVESTOCK, RURAL WATER SUPPLY, FEEDER ROADS, MARKETS, ABATTOIRS AND LAND CONTROL
 
UNDER ESTABLISHED TENURE SYSTEMS.
 

IT SEEMS CLEAR THAT TIlE LGCs HAVE BECOME INCREASINGLY ACTIVE PARTICIPANTS IN
 
AGRIBUSINESS, ESPECIALLY IN OFFERING TECHNICAL ASSISTANCE AND PROVIDING 
INPUTS 
TO LOCAL FARMERS. AS NOTED ABOVE* IIOWEVER, TIllS HAS COMPLICATED TIlE PROBLEMS OF 
COORDINATION WITH STATE AGENCIES. OF ALL THE INSTITUTIONS DIRECTLY INVOLVED 
WITH AGRICULTURE IN NIGERIA, THE LGCs APPEAR TO HAVE THE GREATEST LACK OF 
TRAINED PERSONNEL. 
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__*M1DTYARDC(Bs) 

SEVEN SPECIFIC COMMODITY BOARDS (CBS) WERE 1.STAPI,ISIWD IN 1977 TO REPlACE T1lE 
EXISTING MULTI-PRODUCT AND lEGIOHAL MARKETING BOARDS. 1I'1 SEVEN WEkE: 

BOARDS 	 COMMODITIES 

Cocoa Coco4, Coffee. Tea 
Cotton Cotton, Tobacco 
Groundnut Groundnuts, Soybeans, benniseeds, Shearnutst Ginger 
Rubber Rubber 
Grains Sorghum, Maize, M.llet, Milled Rice, Paddy 
Pal-u Produce Palm Oil, Palm Kerhelas, Copra 
Roots and 

Tuberas 	 Yams, Cassava 

1 Since abolished
 

1. 	 The CBs recommend minimum prices to be paid to growers based on tech
nical advice received from a Technic4l Committee on Producer Prices
 
(TCPP), which is chaired by the Permanent Secretary of the Ministry of
 
Finance and relies on the staff of the Central Bank for research and 
analysis. The FMA is represented on the TCPP along with the 
Ministries of Industry, Trade and gconomic Development- plus the 
Central Bank. Ultimate decisions on pricing policy are the respon
sibility of the President of the Republic. 

2. 	 In the ase of exports, the CBs are exclusively responsible for pro
curement and marketinj. For domestic markets, however, the CBs are 
only 	obligated to purchase amounts offered at the established minimum 
prices. In other respects, they compete directly with commercial 
participants. Althoujh it is intended that the Cos will eventually 
become self-financinj, this seems unlikely due to their role as resi
dual buyers. Seasonal financing is currently supplied by the Central
 
Bank.
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3. 	 It appears that at least two fundamental issues must be resolved if
 
the CBs are to function effectively.
 

There do not seem to be any clear priorities between long-term
 
objectives of stimulating growth in production and short-term
 
goals of promoting seasonal price stability.
 

There appear to be wide disparities in priorities, operating
 
systems, costs and managerial effectiveneis among the various CBs.
 

-70



INSTITUTIONAL COORDINATION
 

TWO CONFLICTING PRESSURES IIAVF SIIAPED lITE D.VEUI)PNFNT OF TIIv INSTITUTIONAL 
STRUCTURE OF NIGERIAN AGRICULTURE IN HF"CkNT YEAIS. ON '111. ONE BlAND* INCREA!;ED 
EMPHASIS O1 THlE AGIICULTURAL SECTOR CONBINED WITH 'ile ES'TABLISIIHMENT OF NEW 

POLITICAL UNITS IAS LED TO TIlE CREATION 1F A MULTIPLICITY OF 14MW AGENClsS W411OSI. 
ACTIVITIES ARE* AT BFSTo UNCOORDINATED AND WHII|C CONPETE FOR SCARCE MANPOWER. 
ON TIlE OTIIER HlAND. 1K0WEVERe TIlE NEED TOt REDEFINE AND CLARIVY IMSPONSIBILITIES 
AND TO MAKE THE INSTITUTIONAL FRAMEWORK REPONtSIBL.E TO NARKEO? NEEDS IS 
RECOGNIZCD DY GOVERNMENT. 

SOME PROGRESS IS VISIBLE, AT LEAST IN SPECIFIC INSTANCES. ThiERE IS STILL A LONG
 
WAY TO GO* I!.JtEVER* AND TIllE RATE OF FUTURE PROGRESS WILL. HE A MAJOR DE*'TaRMINANT
 
O TlE COUNTRYIS ABILITY TO CAPITALIZE ON ITS AGRICULTURAL POTENTIAL. -IN 'l1F
 
MEANTIME* IT IS IMPORTANT THAT POTENTIAL U.S. INVESTORS UNDERSTAND TIlE i*iSTING
 
INSTITUTIONS AND MAKE EVERY EFFORT TO W)RK WITHIN Tile STRUCTURE. 
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TIIE PARASTATALS
 

NIGERIA HAS CREATED SEVERAL GOVERNMENT OWNED CORPORATIONS TO HELP IN TIE
 
DEVELOPMENT OF THE AGRICULTURAL SECTOR, THE PARASTATALS. SINCE THEIR
 
REORGANIZATION INTO PROFIT-ORIENTED COMPANIES, THE PARASTATALS HAVE NO PROVEN
 
RECORD BY WHICH THEY CAN BE JUDGED. IT IS EXPECTED THAT THEY WILL HAVE A
 
CONTINUING ROLE IN THE FUTURE OF NIGERIA'S COMMERCIAL AGRICULTURE.
 

1. 	 The Parastatals have existed since the early 70's but were reorganized
 
in 1978 into profit oriented organizations. The new companies were
 
formed on the assumption that more commercial government organizations
 
would continue to be ineffective unless they were judged by some veri
fiable indicator, such as profit.
 

2. 	 The Parastatals were originally umbrella organizations for previous
 
government development projects. Rec2ntly they have begun to promote
 
actively new projects and to concern themselves with making a profit.
 

3. 	 The Parastatals actively seek joint ventures with foreign companies.
 
Such joint ventures will have a minimum of three equity holders, a
 
number necessitated by the political realities of Nigerian
 
agriculture. These three partners are:
 

* 	 Parastatals provide expediting, bank guarantees, some financing, 

fard labor, and access to official channels. 

• 	 The State provides access to land. All lqnd in Nigeria is under
 

uTmate control of the states.
 

• 	 The Foreign Partner provides technical expertise, management,
 

F---n-ancng and equipment.
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The Parastatals also welcome participation of private Nigerian capital 
but do not require such participation. 

4. 	 Several joint ventures have already heen formed between the 
parastatals, the States and foreign lartners. Several more are 
currently under negotiation. Parastatals are anxious for U.S.
 
companies to contact them and to investigate investment possibilities.
 

5. 	 The two most important parastatal organizations relating to agri
culture are listed below:
 

The National Grains Production Compan (NGPC) The objectives of 
the NGPC are to e~pand foodgrain production, Lo provide efficient 
storage and handling facilities, to develop foodgrain processing 
and to develop an efficient marketing system. In pursuit of 
these goals, the NGPC has undertaken to establish at least one 
large-scale mechanized farm of 4,000 hectares in each of the 19 
states, to build 7 sets of flour mills, rice mills and poultry
 
feed mills throughout the country and to continue building
 
storage facilities throughout Nigeria..
 

* 	 The National Livestock Production Company (NLPC) The objective 
of the NLPC is to increase the production of cattle, sheep, 
goats, poultry, pigs and dairy and to extend commercial under
takings in each of these commodity systems to all States. The
 
NLPC also has authority to participate in processing; '14stribu
tion and feed activities.
 

6. 	 President Shagari has set as a goal a 10% return on the capital
 
employed Py parastatal and government owned companies. The botal bxok
 
value of assets owned by parastatals Was estimated at $16 billion in
 
1980.
 

7. 	 The role of the parastatal organizations in Nigeria's agricultural
 
development has been controversial. Opponents to the parastatals.
 
accuse them of inefficiency and waste. The reorganization of the
 
parastatals towards joint ventures and comercial operation is a
 
response to that criticism.
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AGRICULTUR&L RESEARCH IN NIGERIA
 

NIGERIA HAS AN EXTENSIVE SYSTEM OP AGRICULTURAL RESEARCH INSTITUTIONS. WIEItE 
ARE 23 INSTITUTIONS LOCATED THROUGIIOUT TIE COUNTRY. THESE INSTITUTIONS COVER 
MOST OF TIE IMPORTANT COMMODITY SYSTEMS IN NIGERIA. PRIVATE COMPANIES CAN 
BENEFIT FROM THE 1UNDANCE OF INFORMATION AND ANALYSIS ACCUMULATED BY THESE
 
ORGANIZATIONS.
 

1. 	 A list --f the major research institutions in Nigeria is presented on
 
a following page.
 

2. 	 The breadth, depth and quality of information available from each
 
organization varies considerably. Although the domestic research
 
institutes in Nigeria have accumulated a wealth of information, they
 
are criticized for ineffective implementation as evidenced by the
 
decline of yields in Nigeria. The research institutes are also
 
troubled by underfinancing, understaffing and improper project
 
management. On balance, however, these organizations command signifi
cant amounts of useful information. Several researchers familiar with
 
the body of information on file at the institutes comment that most of
 
the information needed to succeed in Nigerian agriculture has already
 
been researched. The problem is how to put it to use.
 

3. 	 Some of: the research institutes charge for access to their
 
information. These charges compensate employees for time that they
 

must take from their normal duties to satisfy such requests. Those
 
organizations that do charqe normally request between $1,000-10,000
 
for their services, depending on the project. The price is negotiated
 
in advance.
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4. 	 The various research organizations are under the authority of the
 
Agricultural Services Department of tile Ministry of Sccience and
 
Technology. %his ministry has commited itself Lo taking a leading
 
role in developing a research and teclnological capability for Nigeria
 
and the rest of Africa.
 

5. 	 The international Institute for Troplcal Agriculture (JITA), located in 
Ibadan, Nigeria, is one at i network of international agricultural 
research centers which were initiated by Lite Ford and Rockefeller 
Foundations. The IITA is mandated to provide research which *will 
accelerate the production of tropical food cropu so as to increase tile 
standards of living of tile peoples in the humid tropics. The effo;ts 
of the IITA are divided into three crop improvement programs and one 
farming system program. The crop Improvement programs are summarized 
below: 

Cereals 	 Roots/Tubers Grain Legumes
 

Maize (corn) Cassava Cow Peas (black eye)
 
Rice Yams Pigeon Peas
 

Sweet Potatoes Soybeans
 

The Farming Systems Program works to design new farming systems based
 
on new machinery, better use and supply of inputs aftd improved
 
techniques. TlIA also has a training program for professionals (a
 

non-degree program) and a program to collaborate with governments on
 
food production planning and extenaion.
 

AlthoughIITA is an international organization which cannot'show pre
ference for Nigeria, businessmen can benefit from the wealth of
 
quality information available at tiis organization by independently
 
soliciting it. Since most of II'A's experimentation is'conducted in
 
Nigeria,. they have experience ill field crops which can benefit private 
ventures. 
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AGRICULTURAL RESEARCH INSTITUTES IN NIGERIA
 

Food Crops Research Institutes 


I. Institute for Agricultural Research (tAR) 

2. National Cereals Research Institute (NCRI) 

3. National Root Crops Research Institute 	(NRCRI) 

4. National Horticultural Research Institute (NIIWRT) 

5. Institute of Agricultural Research and 	Training (IARST) 


Tree Crops Research Institutes
 

6. Cocoa Research Institute of Nigeria (CRIN) 

7. Nigerian Institute for Oil Palm Research (NIFOR) 

8. Rubber Research Institute of Nigeria (RRIN) 

9. Forestry Research Institute of Nigeria (FRIN) 


Livestock Research Institutes
 

10. National Veterinary Research Institute 	(NVRI) 

11. National Animal Production Research Institute (NAPRI) 

12. Nigerian Institute for Trypanosomiasis 	Research (kITe) 

13. Leather Research Institute of Nigeria 

14. Lake Chad Research Institute (LCRI) 

15. Kainji Lake Research Institute (ULRI) 

16. 	 Nigerian Institute for Oceanography and Marine Research
 

(NIOHR) 


St.ation Headquarters
 

Samaru, Kaduna State
 
Ibadan, Oyo State
 
hmudike, Imo State
 
Ibadan, Oyo State
 
Ibadan, Oyo State
 

Oni Gambarl, Oyo State
 
Benin, Bendel State
 
lyanomo, Bendel State
 
Ibadar, Oyo State
 

Von, Plateau State
 
Shika, 	Kaduna State
 
Kaduna, Kaduna State
 
Zarta, Kaduna State
 
Hachoum Fatori, Borno State
 
New Buses, Kwara State
 

Lagos, 	Lagos State
 

General Services Research Institutes
 

17. Agricultural Extension and Research Liason Services (AERLS) 
 Samaru, Kaduna State
 
18. 	 Nigerian Stored Products Research Institute (NSPRI) Lagos, Lagos State
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NIGERIAN AGRICULTURAL POLICY 

ANY U.S. AGRIBUSINESS EXECUTIVE WIIO tK)PES I" SUCCEED IN NIGIRIA MUST BE FAMIiLIAR 
WITil THE OVERALL POLICY FRAMEIOIK INI1) WHIC! IIF IS TIIYING 'O FIT IIS SPECIFIC 
VENTURE. THIS SECTION PRESENTS A BRIEF HISTORY OF NIGIIIAN AGRICULTURAL 11OILICY 
AND AN ANALYSIS OF PROSPECTS FOR TIlE NEAR FUTURE, 

1. 	 Agricultural policies support overall national development plans. These 
plans are intended to coordinate systematically the activities of various 
sectors. To date, there have been three such plans (the civil war 
interrupted the series). A fourth plan Will begin in 1981 but has not yet 
been formally disclosed. The Fourth Plan should be closely scrutinized by 
any U.S. firm interested in agribusiness ventures in Nigeria when it is 
published. 

First Plan; 1962 - 1966
 

Second Plan; 1970 - 1974
 

Third Plan; 1975 - 1080
 

Fourth Plan; 1981 - 1985
 

2. 	 As part of the effort to develop the country's agriculture* Nigeria has had 
three major agricultural umbrella projrams, These irograms do not strictly 
correspond to the national development plans listed above, The three 
programs are'.as follows 

A. The National Accelerated Food Production Program (NAFPP)
 

B'. Operation Feed the Nation (OFN)
 

C. The Green Revolution
 

-77



3. 	 The following paragraphs summarize the first two of these programs. Because
 
the Fourth Development Plan (1981-1985) and The Green Revolution will
 
directly affect agribusiness ventures in the near future, they are analyzed
 
in greater depth in the following section.
 

a. 	 The National Accelerated Food Production Program (NAFPP) Introduced
 
during the Second National Development Plan, the NAFPP is intended to
 
stimulate the production of staples including rice, wheat, corn, millet
 
and cassava. This was to be accomplished by promoting the adoption of
 
modern farming techniques. The use of improved seeds, fertilizer,
 
credit marketing systems, storage facilities and processing plants are
 
all components of the program. The goaltof the program is to increase
 
national output, provide farmers a fair income and maintain consumer
 
prices at affordable levels. The NAFPP is still in effect.
 

b. 	 Operation Feed the Nation (OFN) This program was introduced in 1977.
 
The main thrust of the program was to increase the people's awareness
 
about Nigeria's food problem and the need to become self-reliant.
 
Extensive media programs and youth work projects were used to support
 
this 	end. Building on the initial efforts of the NAFPP, OFN distri
buted large quantities of fertilizer to farmers. Although fertilizer
 
use increased significantly, fertilizer and other inputs were some
times not available when needed, if at all. The program succeeded in
 
sensitizing Nigeria to the needs of the sector and demonstrating the
 
need for private foreign assistance in the development of agriculture.
 
The OFN is no longer in effect and has been replaced by the Green
 
Revolution.
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TIlE GREEN REVOLUTION AND TIlE FOURTH NATIONAL DEVEILOPNENT I.AN (1981 - 1985) 

NIGERIAIS AGRICULTURAL POLICY OVER TIlE NEXT FIVE YEARS (TILE SPAN OF THE FIUII'lI 
NATIONAL DEVELOPMEt4T PLAN) WILL BE MOI)ELED AFTER A NEW FOOD PLAN CALLED TIIE 
GREEN. REVOLUTION-. THIE PROPOSAL FOR 'llS NEW POJICY IS UElAILED IN A TWO VOLUME 
REPORT ENTITLED THE GREEN REVOLUTION: A FOOD PRODUCTION PLAN FOR NIGERIA. 

TIlE GREEN REVOLUTION WAS PRECEDED BY A SET 01 GENERAl. GUIDELINES FOl 11E 
COUNTRY*S FOURTH DEVELOPMENT PLAN E'rITI.Lf) GUIDELINES FOR TIlE FOURTH NATIONAL 
DEVELOPMENT PLAN, 1981 - 1985. 

TIlE HIGH POINTS OF TIlE GUIDELINES AND 'nilE GREEN REVOIAJTION ARE PRESENTED BELOW. 

1. 	 Guidelines for the Fourth National Development Plan, 1981 - 1985
 

A. 	 The purpose of the guidelines is "to provide the policy framework and 
resource projections which will serve an an indlspensable guide to all 
those who will be involved in the articulation of projects and 
proarms for inclusion in the Plan." 

B. 	 The guidelines address all the key areas of concern in the economy, 
divided into 16 groups, of which agriculture and rural devqlopment is 
one. 

C. 	 The guidelines analyze the dependence of the Nigerian economy oat oil 
and the implications this has for the countrys future development. 
In the .overview, constant reference Il made to agriculture and the 
Importance of developing this sector. 
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D. The guidelines cite the following as objectives for the Fourth Plan:
 

* increase per capita income;
 

* distribute income more equitably; 

* reduce unemployment and underemployment;
 

* increase the supply of skilled manpower;
 

* broaden the economy (i.e., away from oil);
 

* balance development geographically;
 

* increase ownership and management by the private sector;
 

* increase self-reliance;
 

* devclop technology locally;
 

* reduce immigration to the cities;
 

* rromote a better attitude toward wrck, and discipline. 

B. 	 Self-reliance, broad particIpation and an orientation toward people
 
is stressed throughout the document.
 

P. 	 Agricultural production and processing are singled out as the first
 
priority:
 

Oln the context of the next Plan, (1981 - 1985), aqricultural produc
tion 	anu processing will continue to en o the ir'st o it in the
 
aoca-on of scarze -i-sou-rces, for-the simple reason that this is the 
sector that is likely to contribute most toward the achievement of
 
self-reliance.*
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G. 	 Some highlights of the GuiJelines for Agriculture dnd Rural Ievelonment
 

are listed below:
 

ot 	 the fourth plan* ~Ooctives for the Plan Period The objectives 


are broadly We(|ined and fnclude;
 

-	 increased fcod production to Poet growing demanda; 

- increased fish and livestock production;
 

- increased production and processing of export crops;
 

- expanded employment opportunities to absorb part of the
 

Increasing labor force; 

- development of appropriate 4nstitutional and administrative 
apparatus; 

encouragement of commercial scale production. 

Government Involvement in Production The guidelines recognize the 

limited success of past government operated large scale farms and 

encourages joint ventures between private and public concerns. 

• 	 Agricultural Credit The government is committed to Increasing the
 

availability of agricultural credit through the Nigerian Agricul

tural and Cooperative Bank (NACIB), the Agricultu'l Credit
 
Guarfntee Scheme and private bank loans. 

.to
* 	 Aricultural Inputs The government will continue encourage 
supply of inputs to farmers to attain highet production. 

* 	 Subsidies The government will continue to subsidize key inputs 

such as seeds and fertilizers. 
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Land Use Policy Through the Land Use Decree, the government plans
 

to increase the availability of land for Agricultural undertaking.
 

* 	 Mechanization The government recognizes the need for increased 
mechanization to reduce the tedium of farming. New ways will be 
sought to give farmers access to both conventional and unconven
tional (e.g. hand planter) farm machinery.
 

* 	 Rural Development The government will continue to satisfy basic 
human needs In reiral life (e.g.. water, health, roads, electricity,
 
and education).
 

2. 	 The Green Revolution
 

A. 	 The Green Revolution strategy was conceived and written by a team of
 
Nigerian and World Bank specialists as the model for Nigeria's Fourth
 
Development Plan. The Plan roughly addresses the guidelines, listed
 
above, although it differs on several points and develops concepts not
 
covered in the guidelines.
 

B. 	 The Green Revolution suggests the Fourth Plan adopt a national food
 
and nutrition policy. The suggested objectives of the National Food
 
and Nutrition Policy are as follow:
 

L. provide adequate, reliable, safe and stable food supplies for
 
the country's rapidly rising population at prices Which average
 
people can afford.
 

to become self-reliant in basic food requirements and thereby
 
minimize the potential threats to national sovereignty from
 
excessive dependence on others for basic food needs as soon as
 
possible.
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* to raise and stabilize the nutritional standards of all Ng.jerians 
with particular emphasis on increaainj the share of animal protein
 

in total protein.
 

to ensure stabtlity in food commodities and input markets and
 

thereby avoid economic, social and, possibly, political disasters.
 

to ensure fair ,nA reasonable levels and distribution of incomes* 

among !ood producers.
 

C. 	 The suggested guiding principles ot the National Food policy, as writ

ten in The Green Revolution, are 4s follow;
 

One Nation. One National Market Food Production Plans and 
he within the context of one unified nationalPrograms should 

market. Production patterns shall be encouraged along agro
zones, While the nation strives toclimatological and ecological 

be self-reliant and even self-sufficient in some staples, states 
should be encouraged to produce primarily those crops for which 

they are best suited, with unimpeded domestic trade takjing care of 

spatial supply-demand japs. 

* 	 The Smallholder as the Centerpiece of Food Production Strategy 
i'. smallholder (small-scale tarer) shalJ, botrom the 

viewpoints of welfare of the majority and ralative production
 

efficiency, continue to be the centerpiece of the nation's food
 

production strategy.
 

Focus on Rural Infrastructures As a suq)lement to the small
holder strategy, public efforts should concentrate on the provi

sion of pliysical, institutional and social intrastructures. 
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D. The specific plan advancei in The Green Revolution is summarized below.
 

1. 	 The plan relies heavily on small farmers to increase food
 
production.
 

2. 	 The plan advocates using the private sector to procure and
 
distribute inputs (e.g., fertilizer, seed and credit).
 

3. 	 The plan advocates using organized farm, extens!on and marking

units called Accelerated Development Areas (ADA) as the cor
nerstone to increasing smallholder production.
 

4. 	 The plan calls for big government spending on rural infrastructure.
 
This includes roads, on farm storage and processing, minor irri
gation works and marketing facilities--among others.
 

5. 	 The plan calls for a consistent and rational system for input

subsidies, commodity pricing and agricultural development
 
planhing management.
 

6. 	 The plan finally calls for an expanded agricultural planning

capacity, especially with respect to project identification,
 
formulation, appraisal, monitoring, financial control, evaluation
 
and analysis.
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I Comments on The Green Revolution
 

The Green Revolution is a large development plan. The proposal 

calls for expenditures of 4.36 billion Naira over the next five 
years on Nigerian ajriculture.
 

* 	 The primary focus of the V'an is on developing the small farmer 
throujh integrated agriciltural projects (ADAs). These projects 

are based on the already successful World Dank Integrated rural 

development projects.* Defining a commercial role In the context 
of a small scale strategy may be unfamiliar to many U.S. agribu

siness fivms. However, the potential of the market warrants
 

examination of this market.
 

* 	 The role of Independent commercial operations (both public and 
private) is not addressed in detail in The Green Revolution. The 

Green Revolution takes a positive role toward participation by
 
the foreign private sector firms.
 

* 	 The Green Revolution is akeptical about the parastatals' poten

tial to increase production, even In joint vpntures with foreijn
 
partners.
 

Many of the inputs critical to the success of the strategy 

outlined in The Green Ruvolution (e.g.. seeds# .-fertilizer, 
pesticides. he~r1ci&J-T-willTiT ~cntrolled to a greater or lessor 

degree by the government. Although the participation of the 
government may be helpful in expedltin tsiness activities, the 
heaily requlated onviausmost may also hinder prJvatq business 
activities. Isaues ot lirocurement, pricing, subsidies, payment 
and disccetion over distribution are isues which should concern 
businessmen. 

S~Oe should note that asevural private comeqnies are already orga
nised to supply current Wirld Bank Iwolects (AI)ls) with Inputs 
suech as cradlit and lrtilizer. Thus., there is a precedent for 
private participation in decentralized adjricultural development
 
projects uriented towarI the mallholder. 
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AGRICULTURAL PRICE AND INPUT SUBSIDY PIOLICY 

FOR A VARIPIV OP UrASoN., NIGERIA IS ATTEMPTING TO USE FISCAL POLICY (VARIOIJ' 
PRICK AND INPUT S;UIL.SIDIIS) TO STIMULATE AND DIRECT AGRICULTURAL, PROI)UCTION. 
CURRENTLY, THE LASIST INPIT SUBS I8)ItO GO TO 1ERTiE IZER, TIlE COS? OF WHICII IS 
8o suRIslDIzED T) rAkiRVI;. Tilt GOVRNMEHNT DESIRES 'Il1AT IF.RTILIZER TIIR4OGIIOUT 
TIW COUNTRY SHOULD RE AVAIIABlE TO AL.L VARNF.RS AT "I. SAME PRICE. IF CURRENT 
FrIrlILIZE SUBSIDY POLICIES CorTrINUE, I1Y 1990 GOVERNMENT SUBSIDIES WOULD AMOUNT 
TO 200 MII.LIO NAINA (U.S. $160 FIlI,I)EQUAL TI) NEARLY A QUARTER OF ALL 
PUBLIC ?XPI2Il7URE. to NRICULrJHK. 

Inpkut and Price Subsidy Transfers 1978 and 198S fEstimated) 

INPT 1915rn1978 


elrt l izler 4 100 
Seed and Seedlinls 2 4 
Tractor Hire S'rvice I I
 
Livestock ree 6
Irriqat~nn - €)• a I 1 15 

- Capital Am)rtivatlo- 165 
Land Doeve Ioent 9 9 
Credit 13 13 

O • M 
0 Operation and Maintenance
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INDUSTRIAL POLICY AND ITS RELATION TO A(IBUSINESS
 

CERTAIN AGRIBUSINESS ACTIVITiES IN NIGERIA ARE REGULATEI) BY TRIl MINISTRY OF 

INDUSTRIES RATHER THAN THE MINISTRY OF AGRICULTUhE AND RURAL, DEVEIOPMENT. MoK1T 

NOTABLE AMONG THESE IS PROCESSING. TO UNDERSTAND IiE"l.it TIlE ATTITUDES OF 'nile 

MINISTRY* THE FOLLOWING PARAGRAPHS ANALYZE NIGERIA'S INDUSTRIAL POLICY AND 
STRA.TEGY. 

1. 	 Several of the stated objectives of N4eria's industrial policy relate
 
to agribusiness. Most important amang tllese are the following:
 

Maximization of local value-added. Agro-based industries must
 
uly exhaust efforts to supply themselves with locally produced
 

raw materials. Companies depending on currently imported raw
 
materials will be given a deadline for substituting.*their
 
feedstock with domestic production unless the Ministry of
 
Agriculture certifies such substitution. is not feasile on econo

mic grounds.
 

* 	 Backward Integration. Companies importing semi-finished products
 
which are not available locally Will be encouraged to integrate
 
backward into production of these products. Deadlines will be
 
established for such integration,
 

2. 	 Agro-industry is cited as ouie of the country's priority industries.
 
Analysts agree that the Federal Government is truly .coastted to the
 
development of the agro-Industry and will help smooth operations when
 
they have power to do so. The Guidelines list the fo)lowing as
 
exampleslof industries which are mrated very high by the Gqovernment":
 

Agro-based and food processing industries, e.g., cattle ranching
 
and meat procesilngi dairy industries; fruit growihg and fruit
 
juice productionj rice plantation and milling; sugar complexes,
 
plantation and processing of cocoa, groundnuts, coffee, and cotton..
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UNRESOLVED ISSUES
 

THE GOVERNMENT OF NIGERIA HAS EXPRESSED STRONGLY ITS INTENT TO PROMOTE THE 
AGRICULTURAL SECTOR AND FACILITATE JOINT VENTURES BETWEEN U.S. AND NIGERIAN 
COMPANIES. THE EMPHASIS WHICH TlE GOVERNMENT HAS PLACED ON AGRICULTURE IN ITS 
PUBLIC STATEMENTS AND PLANNING EFFORTS WILL BE REASON ENOUGH FOR SOME FIRMS TO 
JUSTIFY INVESTING IN NIGERIA. ONE CAN FIND EVIDENCE 'THATTHE BUSINESS ENVIRON-
MENT IN GENERAL AND THE AGRIBUSINESS ENVIRONMENT IN PARTICULAR HAVE IMPROVED FOR 
U.S. INVESTORS. HOWEVER, THE EVII)ENCE THAT THE INVESTMENT CLIMATE FOR 
AGRIBUSINESS dAS CHANGED ENOUGH TO JUSTIFY INVESTING FIXED ASSETS IN NIGERIA 
WILL BE HARD TO ASSESS FOR OTHER AMERICAN COMPANIES. 

IN THlE OPINION OF AGRIBUSINESS ASSOCIATES, PARTS OF THE NIGERIAN GOVERNMENT ARE 
TRULY COMMITTED TO IMPROVING THE BUSINESS ENVIRONMENT FOR JOINT VENTURES AN', 
IMPROVING THlE AGRICULTURAL SECTOR. YET THERE ARE SEVERAL SPECIFIC POLICY ISSUES 
WHICII WE BELIEVE MUST BE MONITORED BY U.S. AGRIBUSINESS FIRMS BECAUSE THEY MAY 
AFFECT THE PROFITABILITY OF CERTA!N VENTURES. ANY U.S. AGRIBUSINESS FIRH 
CONTRKPLATING INVESTMENT IN NIGERIAN AGRIBUSINESS SHOULD ASSESS THE IMPORTANCE 
OF THESE ISSUES TO ITS OWN BUSINESS AND MONITOR THEIR PROGRESS.
 

1. Import Policy vs. Domestic Production
 

Nigeria, like many other countries, is caught in the dilemma of how to 
balance two contradictory foot] policy objectives: a cheap food policy ver
sus a domestkc production policy. In Nigeria's particular case, subscribing 
to a cheap food policy Iecomes tantamount to subscribing to a liberal 
import policy. This is due to the fact that domestic produiction does not 
satisfy demand and most aericultural products can be landed' cheaper than 
they can he produced domestically. By contrast, a policy which promotes 
domestic production and self-reliance as its primary objective requires 
that the local market be insulated from imports. Protection from imports 
can come from import hans, tarif(H or licensing.
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In the past, the Government of Nijeria has not followedI a colssistent Imolicy 
on commodity and material imports. Certain products hIeve been alterseately 
imported freely, banned or licensed. U.S. firms shnuld ie concerned ilsbat 
a consistent import policy for two reasons, First, a tire oust be wn
cerned about an interruption of imported inputs. in the pant, Imports of 
certain materials have been interrupted and lave drcoutically affected cer
tain businesses. (For example* in the late 70's tote import of U.S. coris 
was Interrupted and the potiltry industry was forced to cull severely 
its flocks.) Second, a firm must he concerned that its market will not be 
undercut by cheap )sports. Hany food products; which U.S. firms miqht want 
to produce in Nigeria could be imported for les than their local prodluc
tion cost. (For example, the military government in 1978 issesed fleport 
licenses for broilers after such imports Jlad been Vsanned tor several years 
to promote the local broiler industry. A subsequent wave of cheap broiler 
imports undercut the domestic market and caused losses for most domestic 
producers.) 

The Government has said it will adopt consistent and clear policies on
 
imports in the future.
 

2. Domestic Pricing Policy
 

Related to the issue of import policy and domestic lircductloi ia pricincj 
for commodities. lost commodities in Nigeria are sold at a price deter
mined by market forces of supply and demanid. Other commodlt.e, n' ibly 
palm oil, cocoa, cotton, and rubber, are sold exclusively to government com
modity boards at predetermined prices. Commodity boards for grains asid 
groundnuts set purchase prices for producers who may either sell their com
modities on the free market or to the commodity boards. Commodity'board pri
ces for these commodities* thuu provide a safety net for the producer, not 
dissimilar to the function served by the farmer loan p)rogram in the United 
States. Thus, depending op the commodity system in which onq. is involved, 
.the Issue of government prices is important to a lesser or greater de'jree.
 
The level at which purchase prices are set may determine whether projects
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make or lose money. The government has not followed any consistent pattern
 
in pricing for commodities with the commodity Woards. On occasion, the 
government has been short of funds and has not been able to pay farmers for
 
their products.
 

Any businessman involved in production in one of the controlled commodity 
systems should be aware that lie will depend either directly or indirectly 
on government agencies for his price. Businessmen should also understand 
that pricing may not follow any consistent pattern until the government
 
implements its own strategy for domestic price supports. In general, the
 
commodity boards have been increasing their support prices to induce local
 
production. Prices have been announced prior to the planting season for
 
most crops, which aids farmers in planning.
 

Furthermore, it should 5e noted that some commodities pass through the
 
hands of several intermediaries who tend to charge significant commissions
 
for their function. As a result, there is often a wide difference between
 
the official price and the actual price received by farmers--a f-2t which
 
is anticipated by farmers who consequently produce less than the government
 
price setterq may assume. The same phenomenon occurs between intermediary
 
and end user who may pay a delivered price at a premium to the "official*
 
price.
 

3. Overall Agricultural Policy
 

At the time this document was prepared, the Nigerian government had not
 
officially announced its 1981-1985 agricultural development plan. Although
 
guidelines a,,d a tentative plan exist, the specific program is unknown.
 
The new plan will affect the business environment for joint ventures inso
far as the venture supports or contradicts the objectives stated therein.
 

4. The Agricultural Budget
 

* .tcal and State hudgeting for agriculture is also important because it
 
will affect the financing of agribusiness ventures, the infrastructure in
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which agribusiness ventures mutst olprate ansd she overall attitude that 
lhas statedNigerians take toward Agriculture in tile future. lhe government 

that agriculture is among its top priorities anid han made some upecific 
budget proposals. But the level of this commitment cannot yet We verified 
since the budget has not been iapproved. Nor can it be affirmed which sub
sectors of agriculture will receive the most attention and financing. Part
 
of this uncertainty will be allayed when the new development plan is
 
published, more when the budget for the upcoming year is finalized.
 
Nigeria is simultaneously debating the issue of allocation between State
 
and Federal budgeting and the* proportion of each of those budgets which
 
will go to agriculture. The issue of public finance is important 'because
 
some private U.S. firms may have to rely on puhlic funding, loan guarantees
 
or participation from government-finance4 and owned companies.
 

5. Business Expediting
 

Foreign investors are sometimes discouraged by delays in approvals of
 
investment projects. fte government has recently created an inter
ministerial committee which is designed to facilitate and expedite the
 
approval of new ventures, including joint ventures. Since the committee is
 
new, It is too early to judge its effectiveness. It is encouraying
 
however, that the present government recognized the need to facilitate
 
investment.
 

6. Technical Realities
 

A final isue which concerns U.S. agribusiness firms is the, debate over 
which proddction and processing technologies are appropriate in Nigeria. 
Although the individual firm is usually most qualified to judge the rele
vance and feasibility of specific technologies, many firep will want to 
turn to local experts to evaluate technical problems. On many technical 
issues, opinions as to what is feasible or advisable vary greatly and 
are often mutually exclusive. For example, there currently is a debate 
among experts in Nigeria about the suitability of large-scale mechanized 
farming on tropical soils. Such contradiction and controversy may make it 
difficult to design projects. 
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SECTION IV
 

COMMODITY SYSTEM REVIEW
 



INTRODUCTION TO NIGERIA'S COMMODITY SYSTEMS
 

"BEAUTY IS IN THE EYES OF THE BEIIOLDER" IS AN EXPRESSION WHICH CAPTURES TIE 
PIILOSOPHY WITH WHICH TIlS SECTION WAS WRITTEN. ONE §1F THE INITIALLY STATED 
GOALS OF THIS 'PROJECT WAS TO ANALYZE PROJECTS AND SUBSECTORS OF NIGERIAN 
AGRIBUSINESS IN WHICH U.S. COMPANIES CAN PARTICIPATE. ALTHOUGH! CERTAIN
 
REASONABLE GENERALIZATIONS CAN BE MADE ABOUT OPPORTUNITIES IN NIGERIAN 
AGRIBUSINESS* AGRIBUSINESS ASSOCIATES HAS PURPOSELY AVOIDED MAKING STRONG 

RECOMMENDATIONS FOR OR AGAINST SPECIFIC SUBSECTORS. ills PIIILOSOPIIY WAS ADOPTED 
FOR SEVERAL REASONS: 

I. CIRCUMSTANCES IN A COMMODITY SYSTEM WHICH MAY PRESENT AN INSURMOUNTABLE 
OBSTACLE FOR THE MAJORITY OF U.S. AGRIBUSINESS FIRMS KAY NOT BE A 
PROBLEM FOR A SPECIFIC COMPANY. 

2. 	 ThIERE IS ROOM FOR INNOVATION IN NIGERIAN AGRIBUSINESS WHICH MIGHT BE 
STIFLE) BY PRESENTING FOREGONE CONCLUSIONS ABOUT THE OPPORTUNITIES. 

3. 	 CIRCUMSTANCES IN SOME COMMODITY SYSTEMS VARY SIGNIFICANTLY BETWEEN
 

REGIONS OF THE COUNTRY. BROAD STATEMENTS ABOUT A COMMODITY SYSTEM 
MIGHT OBSCURE P)ROBLEMS AND OPPORTUNITIES IN PARTICULAR REGIONS. 

4. 	 THE QUALITY OF INFORMATION AVAILABLE TO AGRIBUSINESS ASSOCIATES
 
VARIED PROM ONE COmMODITY SYSTEM TO ANOTIIEII. IN T7lE TIME FRAME OF 
THIS PROJECT, IT WAS IMPOSSIBLE TO CONDUCT TlE KIND OF IN-DEPTh1 
RESEARCH NECESSARY TO CHOOSE OR REJECT A PARTICULAR COMMODITY SYSTEM. 
SOME COMMODITY SYSTEMS WILL REQUIRE DETAIILED FEASIBILITY STUDIES 
BEFORE PRUDENT DECISIONS ABOUT W|ETHIER TO INVEST OR NOT CAN BE MADE. 
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TIIEREF ARE INDISPUTABLE CIRCIISTANCES AND FACTS WHICII ARGUE FOR AND AGAIN!iT 1.S.
 
PARTICIPATION IN NIGERIA. IN TIlE FOI.IOWING SCCTION, COHCI.1J IONS AND RECOMM.N-

I)ATIONS ARE DERIVED IRON SUCII HARD INFIRMATION INSOIAR AS P( SSIBLE. OilINIONS
 
ARE USED IN OUR ANALYSIS ONLY WHEN .()U4 RESItARCII REVEAIED A STRONG CONSENSUS ON
 

AN 	 ISSUE. 

SUILJECT TO THE PRECEDING CAVEATS, AGRIBUSINESS ASSOCIATES RAS IDENTIVIED TilE
 

FOLLOWING AREAS AS AMONG TIlE MOST PROMISING TO U.S. FIRHS F"OR DIRECT INVESTMENT: 

* 	 INTEGRATED POULTRY (EGGS AND BROILERS)
 

FERTILIZER AND SEED DISTRIBUTION
 

* 	 PROCESSING (SUBJECT TO T'iIe AVAIL.ABILITY OF-RAW MATERIALS) 

MILLING AND BAKING
 

FRUITS AND VEGETABLES
 

SMALL SCALE PRODUCTION AND DISTRIBUTION OF FRESII PRODUCE
 

INTEGRATED RICE PRODUCTION/PROCESSING
 

a 	 PRODUCTION OF GRAIN LEGUMES, NOTABLY COWPEAS 
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STRUCTURE OF NIGERIA'S AGRI-SYSTEM
 

NIGERIAN AGRICULTURE IS MARKED BY A DIVERSITY OF OUTPUT. NIGERIA*S ECOLOGY
 

FOSTERS A WIDE RANGE OF CROPPING PATTERNS, FROM THEE CROPS IN THE RAINY SOUTH '10
 

GROUNDNUTS, COTTON AND LIVESTOCK IN THE NORTH. IN BETWEEN, THE CENTRAI. ZONE 
PRODUCES MAIZE, CASSAVA, RICE AND YAMS. DESPITE THIS CROPPING VARIATION,
 

ACCORDING TO IBRD SOURCES, NO MORE TIAN 20% OF NIGERIA'S FOOD PRODUIrION IS
 
MARKETED, MOST OF IT FROM THE CENTRAL FOOD CROP BELT TO THE DEFICIT AREA'S IN TIE
 
SOUTH.
 

LAND IS NOT A CONSTRAINT TO NIGERIAN AGRICULTURE. OF NIGERIA'S TOTAL LAND AREA
 

OF 228 MILLION ACRES, THE WORLD BANK FEELS 84 MILLION ARE JUDGED TO BE OF MEDIUM
 
AND HIGH PRODUCTIVITY AND REASONABLY SUITED FOR AGRICULTURE. WITH OODERN
 
TECHNOLOGY, "THIS AREA COULD POTENTIALLY BE INCREASED TO ABOUT 179 MILLION
 
ACRES." UTILIZATION OF THESE LAND RESOURCES IS LOW: ONLY 30% OF TIlE CURRENTLY
 
USABLE LAND. WITH ADEQUATE RAINFALL THROUGH MUCH OF NIGERIA, THE BULK OF OUTPUT 
GROWTH WILL LIKELY COME FROM BOTH INTENSIFICATION AND EXPANSION IN RAINFED 
AGRICULTURE. THE WORLD BANK CALCULATED THAT, EVEN ON VERY OPTIMISTIC ESTIMATES, 

NO MORE THAN 500,000 ACRES CAN BE BROUGHT UNDER IRRIGATION BY 1985, CONTRIBUTING 
AN INCREASE IN AGRICULTURAL OUTPUT OF ONLY 3%. TIlE SAME RESULT CAN BE ACHIEVED 
WITH LESS INVESTMENT BY EXTENDING TIlE AREA CROPPED UNDER RAINFED CULTIVATION. 

FARM POWER IS PRIMARILY IIUMAN AND ANIMAl,, WITH ABOUT 10,000 SERVICEABLE TRACTORS 
WORKING ON NIGERIA'S FARM HOLDINGS. 

FARM UNITS IN NIGERIA ARE SMALL, TYPICALLY 2-3 HA. YET 90-95% OF AGRICULTURAL 
PRODUCTION COMES FROM THESE IOLDINGS. RATHER THAN MAKING SERIOUS EFFORTS 70 
STIMULATE TIIS SECTOR, NIGERIA OPTED IN THE 70's TO INVEST IN LARGE SCALE 
IRRIGATICN AND MECIIANIZATION SCIIEMES. THERE IS A BODY OF OPINION THAT THEf;E 
SCHEMES WOULD BE BETTwrER RUN BY PRIVATE COMMERCIAL CONCERNS, LEAVING NIGERIA'S 
SCARCE AGRICULTURAL MANPOWER TO UNDERTAKE THE CHALLENGE OF RAISING PRODUCTIVITY 
ON THE SMA[.LIIOLDER SECTOR. 
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TIlE GRAIN SYSTEM 



TIE GRAIN SYSTEM
 

CEREALS ARE AN IMPORTANT COMPONENT IN TIE NIGERIAN DIET, PROVIDING 424 OF THE
 
TOTAL CALORIES AND 491 OF THE TOTAl. PROTEIN. CEREAL CONSUMPTION VARIES BY
 
REGION; SORGHUM AND MILLET ARE THE MOST IMPORTANT CEREALS. MAIZE IS CONSUMED
 
PRIMARILY IN THE SOUTH, ALTHOUGH RECENTLY IT HAS GROWN IN POPULARITY THROUGIIOUT
 
THE COUNTRY.
 

Cereal Consumption in Selected Regions
 
(Kg. Per Capita Per Year)
 

OYO
 
ONDO 

CEREAL LAGOS KADUNA KANO OGUN RIVERS
 

SORGHUM n 100 93 1 n
 

MILLET n 76 99 1 n
 

MAIZE 2 4 N 8 8
 

RICE 3 1 1 3 6
 

n indicaten negligible
 

Source: G.I. Abalu and B. D'Silva's "Nigeria's Food Situation Problems and 
ProspectsO 
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1. CURRAPKH PRODUCTION 

NIGERIAN FARMERS* 9S% SMALLIIOLDERSo CROP 16 mII.LIIom BIEARES. AVZRAGE IKOLDINGS 
APPROXIMATE 3 11A. PRODUCTIVI'Y IS WOW, AT ABOUT 600 KGS. Or GRAiN PER 11A. 
YT, TIlIE POTENTIAL FOR PRODUCTIVITY INCREASES ( TESE SMALL FARS IS GOOD AND* 
IN SOME INS3TANCES* EXCELLENT. IN TI11E GUINEA SAVANNAII ZONES* ON-PARR MAIZE 
DIONSTRATION PLOTS INDICATED TIIA? e WITH FE'rlILIZER MAIZE YIELDS OF UP TO 6 
TONS (6*000 KGS) WERE REALIZED. 

The main grains produced in Nigeria are sorghum, milset, maizd and 
rice. Rice has been the best performer (4.61 growth annually) pri
marily due to the widespread adoption of a variety called OS-6, whose
 
introduction and spread in the 19600s and 1970*s Is *one ot the jreat
 
success stories of Nigeria's research and extension service.*
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PRINCIPAL NIGERIAN FOOD CROPS (1976)
 

AREA YIELDS 
(000 HA) (KG/HA) 

GRAINS 

MAIZE 1#470 840 
MILLET 4,769 500 
SORGHUM 3,977 650 
RICE 705 1,200 
WHEAT 6 1 500 

TUBERS 

YAMS 1•055 7,000 
CASSAVA 988 6,500 
COCOYAN 406 3.900 

OTHER 

GROUNUNUTS 1,163 580 
COWPEAS 2,953 270 

SOURCE: lORD, PAO, PEDERAL OFFICE OF STATISTICS 

PRODUCTION 
(1,000 K TONS) 

1,244
 
2,349
 
21579
 

878
 
7
 

7,453
 
6o,412
 
1,601
 

683 
8G0 
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PROJECTED GRAIN DEMAND
 

VERY LARGE FOOD DEFICIT BY
NMOS PROJECTIONS CONCLUDE TAT NIGERIA WILL FACE A 

FOREIGN EXCHANGE OUTLAYS FOR
T1iF END OF THE 1980*S. IF Tt"IS DEFICIT OCCURS* 

ABOUT TRIPLE INTERNAL GOVERNNENTFPrOD WILL EQUAL ONE-THIRD OF INPORT'S AND fli 

GUTLAYS FOR AGRICULTURAL DEVELOPMENT.
 

A CEREAL GRAIN IOUIVAhENTr,, ESTIMATES OF *CURRENT TRENDO DEFICITS INDICATE 
FOOD DEFICIT OF 20 MILLIOII TONS BY 1990: 

ESTIMATED SUPPLY ESTIMATED DEMAND KSTIMATED DEFICIT 

(000 TONS) 

IFPRI 191304 36*414 17.110
 

WORLD BANK 220800 41t900 19,100
 

GRE^tESTOVERCOMING TIS ANTICIPATED FOOD DEFICIT W1l. BE OHE OF NIGERIAIS 
POLITICAL AND ECOWMIC CHALLENGES IN THE CM ING DECADE. IT IS INTERESTING TO 

NOTE THAT NIGERIA HAS TWIC SINCE THE SECOND WAR DE)NSTRATED ITS CAPABILITY TO 

REACT TO AGRICULTURAL NEEDS AND TO STIMULATE TiE SIALLHOLDER SECTOR TO PRODUCE 

FOOD, ONCE FOR EXPORT (1940-1960) AND ONCE FOR INTERNAL USE (1960-19701. 
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GRAIN IMPORTS
 

.TATIC INTERNAL PRODUCTION AND A BOOMING URBANI7ATION HAVE LED TO SIZABLE GRAIN 
iMPORTS (ESPECIALLY WHEAT AND RICE) TO FEED T'dZ CITIES. URBAN DISTRIBUTORS AND 
BAKING HOUSES ARE DETTER PLACED TO HANDLE A GRAIN-LIKE WHEAT FOR BAKING INTO 
BREAD THAN MORE TRADITIONAL, LESS MOBILE PRODUCTS. RICL HAS ALWAYS BEEN AN 
URBAN STAPLE OF WEST AFRICA BUT RECENTLY HAS GAINED IN POPULARITY. 

THE URBAN FOOD SYSTEM FINDS IT EASIER TO SUPPLY ITSELF WITH GRAINS VIA IMPORTS
 
RATHER THAN TO INTEGRATE BACKWARD TO RURAL NIGERIA TO PROCURE RICE, ETC. FROM 
THE MYRIAD OF SKALLHOLDERS IN TilE COUNTRY. GIVEN THE INADEQUATE PROCESSING 
FACILITIES FOR ROOTS AND TUBERS (ESSENTIAL FOR SUCH CROPS AS YAMS AND CASSAVA), 
URBAN FOOD DISTRIBUTION AND BAKERS HAVE TENDED TOWARD THE EASIER GRAIN IMP)RTS. 

VALUE OF BASIC GRAIN IMPORTS
 

(1972-1977 MILLION NAIRA)
 

WHEAT RICE MAIZE
 

1972 22 1.0 0.4
 
1973 33 0.3 0.2
 
1974 52 1.5 0.i.
 

1975 54 2.4 0.4
 
1976 98 20.0 1.4
 
1977 52 66.3 3.3
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GRAIN MARKETING AND STORAGE
 

NIGERIA IS RAPIDLY DEVELOPING TWO LAI(GEI.Y IN9)9P1IDENT FIOOD GRAIN DISTRILUTION 
SYSTEMS, ONE INCREASINGLY BASED ON IMPORTS, 111 SCCOND ON TRAI)ITIONAL SYSTEIL;. 
CONTINUED LACK OF RURAl. INFRASTRUCTURE ('EEDER I1eA05 AN) !;TORAGE) AND TRANS14ir 
INCREASE TIE TIME VARNrRS MUST COMMIT 10 MHARKTI'I"G. ACCORDING TO ONE OUSKR-

VATION, IT TAKES ABOUT A WEEKK -0 DISPOSE OF ONEi TON OF GRAIN. 

TIlE WORLD BANK VERLS "IIAT GRAIN-MARK.TING PRO0l9I.S IN lil: 19701S ARE ADDINq 301 

TO FOOD PRICES ANNUALLY. THIS SYSTEM IS CHARACMkRIZED BY MANY SNAL1,1OLDER 
SELLERS AND LAROE NUMBERS OF SMALL AS.SEMBLER, LINKING FARMERS AND T118 VNAL 
CONSUMER IN A COMPLEX AND INCREAS INGILY COSTLY SYSTEM VOR DISTRIBUTING 

SINCE THE BULK OF DEMAND IS URBAN-DASED,
DOMESTICALLY PRODUCED F0D, 

THE EASIEST WAY TO IJLFILL THIS NEED IS VIA ULK IM4PORTS.
 

Commercial grain production ventures have several alternatives for
 

marketing and distribution of their product;
 

- Use the grain Internally through Integration. Killing or poultry 
operations are two examples of internal use. 

- Sell the grain to the marketing boards, subject to the availabi
lity of funds to buy the grain And the availability .t a buying 
agent. 

- Market the grain oneself 1hy arranging with a local merchandiser to 
buy the grain or by delivering the grain on one's own trucks to an 

urbah market. 

Grain storage capacity in Nigeria is low. Although the Grains Board
 
is planning to expand capacity in the near future, commercial ventures
 
rely on their own storagce capacity, Dy storing grain for several
 
months, one can raise average revenues significantly since seasonal
 
variations in price are great. Storage loss from insects and rot is a
 

serious problem foe certain.crops (notably the grain legumes),
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Attractive agribusiness opportunities exist in providing technical 
expertise and building for the government grain processing and stcracje

system. 

The domestic and imported grain marketing systems do not significantly 
overlap. Most of the grains consumed in or near the urban areas are 
imported, although some of the grain produced in the middle region of 
the country moves toward the major urban areas, mostly south. Most 
domestically produced grains are consumed in the imediate vicinity of 
product ion.
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OPPORTUNITIES IN GRAIN PRODUCTION
 

THE ADVISABILITY OF ENTERING BASIC GRAIN PRODUCTION IN NIGERIA IS A 
CONTROVERSIA SUBJECT. FARMING ANYWHERE IN THE WORLD IS DIFFICULT AND IN 
NIGERIA IT IS AS HARD AS ANYWIIERE. MOST ANALYSTS AGREE TPAT THE ECOLOGY OF 

NIGERIA IS SUITED 'O PRODUCING A VARIETY OF CROPS. HOWEVER, THERE IS 

CONTROVERSY ABOUT THE PROPER MEANS OF TAKING ADVANTAGE OF THIS POTENTIAL. 
QUESTIONS OF LARGE SCALE PRODUCTION VERSUS SMALL, SCALE PRODUCTION, MECIIANIZATION 
"VERSUS LABOR INTENSIVE TECHNIOUES, TRADITIONAL TILLAGE VERSUS MINIMUM TILLAGE, 
MARKET PRICING, INPUT PRICIKG AND AVAIIABILITY, LAND TENURE AND MANAGEMENT ARE 
ONLY SOME OF THE ISSUES WHICH ONE MUST ADDRESS IN ANALYZING PRIMARY PRODUCTPION.
 

TIlE FOLLOWING CHART SUMMARIZES SOME OF 'IE PROS AND CONS OF ENTERING LARGE SCALE
 
MECHANIZED FARMING, THE KIND OF FARMING THAT MOST U.S. AGRICUSINESS COMPANIES
 
WOULD CONSIDER IN NIGERIA.
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A SUMMARY OF THE ADVANTAGES OF LARGE SCALE MECHANIZED FARMING IN NIGERIA
 

The governnent has acknowledged the need to build large scale mechanized
 
farms as an element of Nigeria's overall effort to increase agricultural
 
production. Many high-level government officials express strong interest
 
in developing such farms as a supplement to smallholder improvement,
 
including members of the Green Revolution Committee.
 

The National Grain Production Company has been mandated to develop a 4,000
 
hectare large scale farm in each of the country's 19 states. The NGPC is
 
actively seeking U.S. partners to contribute to joint ventures in large
 
scale mechanized farming. Several farms have already been developed, dnd
 
several others are being negotiated--primarily with non-U.S. companies.
 

These ventures can be highly leveraged. Officials at the NGPC stated that
 
most large scale mechanized farms will cost about 7-8 million Naira of
 
which it is anticipated 1 million Naira will be equity and 6-7 million
 
Naira is bank debt financing (guaranteed by the NGPC).
 

U.S. partners are believed by a number of private and public officials to
 

be the best partners for the development of such large farms. Nigerians
 
believe that U.S. farm technology is unsurpassed.
 

Many farm experts believe that large 3cale farming in Nigeria is agronomi
cally feasible although they acknowledge the problem of -thin soil and
 
erosion. T.hese experts believe there is potential to develop farming tech
niques which will reduce erosion in those areas where it is a problem. In
 
the north central areas of Nigeria where the land is flat and the rainfall
 
moderate, erosion is not a serious problem.
 

Some of the largest commercial groups in Nigeria (e.g., Ashamu Holdings)
 

have begun extensive large scale farming and are committed to developing
 
such farms into profitable ventures.
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Large scale farming may be one of the most promising ways to tackle the
 

problem of rapidly escalating labor costs, Although mechanized tars will
 
their early phases, the long term potential
require a high labor content in 


for lowering dependence on expensive labor Is greater.
 

U.S. companies can make a profit on supplying imported machinery, technical
 
scaleconsultancies and replacement equipment as part of a turnkey large 

Mschinery can be used as a contribution toward equity.
farm. 


There Is a probability that prices ot major grains and other tarm crops 

will remain very high which will help he profitability of large'scale 
farms. 
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A SUMMARY'OF THE DISADVANTAGES OF LARGE SCALE MECHANIZED FARMING IN NIGERIA
 

* 	 There exists a body of opinion among experts that traditional large scale 
farming which depends on ctaltivation and tillage is not a viable method for 
food production in the tropics. Because the topsoil is so thin and the
 
rains so hard, water erosion can devastate cleared land if it is not very

carefully managed. Most large scale mechanized farms suffer at least 10%
 
erosion.
 

Traditional land clearing techniques also badly damage tropical 
land. By

destroying the coot systems and making holes 
in the ground, one increases
 
the chances of erosion.
 

* 	 The performance record of the NGPC as a joint venture partner in profitable
 
commercial large scale farming is not encouraging. Ongoing operations of
 
the NGPC have not maintained any Income Statements or Balance Sheets, so
 
it is impossible to determine the profitability of such operations. Most
 
analysts agree that these farms have probably lost money in the past.
 

The NGPC has said that it intends to start one 4,000 hectare farm in each
 
of the country's 19 states. The NGPC will doubtlessly be an Amportant

influence 
in many large scale farms over the next few years.' The NGPC has
 
wants to build one farm in each of 
the states before it builds two farms in
 
the same state. Thus, early ventures will probably claim the best
 
opportunities, and the NGPC may push less desirable 
projects to later
 
foreign paxtners. Some of the most desirable areas (Kaduna, Kano, Bauchi)
 
already have ventures planned on Uiem and will not be available for other
 
projects with the NGPC for a long time. However, ventures in these 
more
 
desirable states can be made with private companies.
 

Current commercial farming efforts by U.S companies (e.g., Tiffany and
 
Texaco) have had problems. However, the lessons learned by these pioneer
 
efforts may help future projects make money.
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are exposed to more potential
Large aoale mechanized comercial farm 


problem than almost any other type 	 ot ventures land tenuce problem, 
Inputs in a timely manners marketproblems of obtaining and applying 

facilities, difficulties
vulnerability, poor access to coammnictilona and 

who are willing to live in the hinterland,in finding competent eperts 

etc.
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E::aaples of Projects Between the NGPC and Foreign Partners
 

Name of Project Foreign Partner Location IState) 

Elero Mechanized Farms, Ltd. Greenland Company Oyo 

Jemad Mechanized Farms, Ltd. Cotia Kaduna 

Maiwa Mechanized Farms, Ltd.* (Brazil) Bauchi 

Imo Grains Farms, Ltd.* (Canada) Imo 

Gaya Mechanized Farms, Ltd.* (Denmark) Kano 

* Had not begun operations as of January, 1981. 
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RICE 

RICE HAS BEEN USED FOR CENTURIES IN 
POPULARITY AS AN URBAN STAPLE. NIGERIA 
PRODUCTION. INDEED, RICE I8 ONE OF THE 
IN RECENT YEARS (4.6% PER ANNUM). 

NIGERIA 
HAS GOOD 

FEW CROPS 

BUT RECENTLY HAS GAINED IN 
POTENTIAL FOR INCREASING RICE 
WHICH HAS INCREASED IN OUTPUT 

* 	 Nigerians have a strong preference for. white long grain parboiled
 
rice* much of which Is imported. The traditional varieties Ore red
 
rices.
 

* 	 Nigeria has several promising areas for rice production. A map which
 
summarizes the most promising areas for rice production is presented
 
on a late page.
 

* 	 60% of all rice area in Nigeria is upland rice, but these areas pro
duce only 42% of total tonnage. upland rice farmers have proven more
 
difficult to reorient and retrain to increase production.
 

Lowland rice shows the greatest promise for increasing production. By
 
managing water resources, many experts believe that yfi;ids could be
 
easily increased to 3-4 t/Bia., compared to the current l.2-a.3 t/Hla.
 
average.
 

Opportunities exist for private U.S. firms to become involved in the
 
rice system. Rice farmers in some areas are extremely excited about
 
improving their production and would probably cooperatowith a private
 
venture which provided management, milling and marketing channels.
 

The current rice system involves many layers of middlemen and agents
 
who could easily be shortcircuited with an Integrated rice venture.
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Rice Imports and demand has become a highly pollticized Issue in 
Nigeria as domestic demand has Increased. The country Imported 
350,000 metric tons .of rice last year, and the government is anxious 
to counter the country's increasing dependence on rice imports. Any 
company which set up a business in the rice system could expect sup
port from the government. 

The high price of rice (1,000-2,000 Haira per ton at the retail level)
 
increases the attractiveness of this commodity system as a commercial
 
crop. 
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GRAIN LEGUMES 

GRAIN LEGUMES ARE A SMALL PROPORTION OF THE NIGERIAN DIET BUT ARK A POPULAR 
ITEM. FINDING A MARKET FOR GRN LEGUMES IS NOT A PROBLEM. TH9 PRICK F)R GRAIN 
LEGUMES IS VERY HIGH. 

The cowpea (black eye pee) is the most popular grain legume in 
Nigeria. The co'pea was originally grown in the dry savanna but has 
spread south and east in recent years, The cowpea is a luxury food in 
the traditional diet.
 

Cowpea production in Nigeria is a risky business. The plant is suscep
tible to a large variety of pests and diseases. Storage loss -is high 
in Nigeria for smallholder3. It is not unusual to lose 50 of a crnp 
in four months of storae because of weevils. 

IITA is developing several pest- and disease-resistant strains of
 
cowpea. It is unlikely that any significant progress can be made for
 
at least another five years,
 

Several top researchers bolleve there are significant opportunities in
 
*large scaleg cowpea production, i.e,, 20-1,000 hectares. Because
 
most of the pests and diseases can be controlled effectively by good 
farm management techniques, these researchers believa the large scale
 
modern farmer has an advartage over the less sr-histicated small
 
farmer.
 

The risk for growing cowpeas can be more easily Justified by the high
 

prices for this commoditys
 

Harvest Price Recent Annual ligh
 

400-500 Naira/ht 1,600-1,800 Naira/Nt
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The average cos4 of production and storage can be as low as Naira 

250/t, thus giving an attractive gross margin to the efficient 

producer. 

Soybeans have not beeo successful in Nigeria. Problems in producing
 

varieties which are suited to the photoperiod, the soil type and which
 

store well have pruvented the proliferation of this crop. Nigeria is
 

anxious to develop its soybean industry, but it will take several
 

years before current varieties whicn show promise can be tested and
 

multiplied.
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GROUNONUTS (PEANUTS) 

NIGERIA WAS ONCE ONE Of TilE WORlD'S LARGEST PRODUCERS AND EXPORTERS O 
GROUNDNUTS. DROUGHTe DISEASE, POORLY PLANNED COMHOITY PRICING AND VARNEIRS 
NATURAL RISK AVERSION DEVASTATED NIGERIA'S PRODUCTION. NIGERIA HAS TAKEN ACTION 
TO STIMULATE THE GROUNDNUT INDUSTRY BY PROVIDING AN ATTRACTIVE SUPPORT PRICE AND 
DISTRIBUTING IMPROVED SEED. 

* 	 There is a strong tradition for using groundnuts iq NigeriA. The 
local diet uses both oil and meal for many of its dishes. 

• 	 Production peaked in the late 60's at over 1 million metric tons. ite 
Sahelian drought reduced yields from over I mt to 200,000 mt .in 1973. 
The following year many of the seeds had been eater, and thd harvest 
was even lower. In 1975 acreage planted was high again, but the 
rosette problem reduced the harvest even further. In 1976 farmers 
were discouraged and moved out of groundnuts into sorghum and maize. 
Poor 	support prices in 1977, 1978 and 1979 kept farmer interest low.
 

• 	 Recently, the Groundnut Doard established attractive support prices
 
uhich they hope will stimulate farmer interest. There is evidence 
that farmers are once again turning their attention to groundneuts. 
The distribution of higher yielding disease- and inect-reslstant
 
strains of groundnut has helped this shift.
 

* 	 The estimated cost of production, revenues and profit for large and 
small producers Is listed below: 

Large Producer Smaller Producer
 
(Naira/ton)
 

Revenue
 
(Board Price) 420 	 420
 

Cost 	of
 

Production 290 	 350
 

Profit 130 	 70
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1hese numbers suggest private agribusiness firms could make a positive
 

return on production assuming sufficient yields could be obtained.
 

There are several problems in groundnut production of which U.S. agri

business should be aware:
 

- There are no effective mechanical harvesting techniques in 

Nigeria. Harvesting would probably have to depend on local labor, 

which can be expensive and scarce. 

- As with any land-based agribusineis venture, 

must be addressed. 

issues of land tenure 

- The recent past suggests that production risk in groundnuts is 

high. Four crops since 1973 have failed. It is not clear how new
 

seed varieties or efficient farm management might mitigate the
 

chances of production risk.
 

- Rainfall in many of the northern areas (those formerly suited for 

groundnut production) has fallen 30% in the recent past and is 

likely to fall further in the future. 

Nigeria has a groundnut crush capability of 1.2 mat, centered around
 

Kano in the North. Only 15% of crush capacity is cur:intly used.
 

This excess capacity may present opportunities for U.S. agribusiness
 

firms.
 

Opportunities also exist for designing and manufacturing small scale
 

machiqery for planting and harvesting. Analysts believe that the pri

vate sector would invest in groundnuts if the labor intensity could be
 

reduced.
 

Groundnuts are an attractive rotation crop in Nigeria.
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THE HEAT SYSTEM
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TIlE MEAT SYSTEM
 

SURPRISINGLY* NIGERIA*S LIVESTOCK SECTOR ISi A SMAI.L (51) PART OF TIE 
MUCH STRAIN AS ANYAGRICULTURAL SYSTEM. TillS SECT.0k, HOWEVCR, IS UNDERGOING AS 

SECTOR OF THE COUNTRY'S FOOD S'!STEM. WITH URBAN POPULATION AND INCOH EXPANDING 

FIVEFOLD IN THIS DECADE* DEMAN.) FOR MEAT HIAS INCREASED. AS NIGERIAIS PASTURES 

ARE ALREADY OVERSTOCKED BY A LACTOR OF IIREE0 T1ilS DEMAND WILL HAVE TO BE MET 

PRIMARILY BY IMPORTS OF BEEF, BY A SIIFT TO POULTRY PRODUCTION OR BOTH. PqULTRY 

FEED WILL ALSO PROBBLY REQUIRE SUBSTANTIAL IMPORTS.
 

PAO data indicate a falking per capita consumption ot livestock
 
products, an untenable situation politically in a rapidly urbanizing
 

economy.
 

CONSUKFTION OF LIVESTOCK PRODUCTS 

(Kg. per capita)
 

1968 1974
 

BEEF 3.34 2.49
 
GOAT MEAT 1.84 0.86
 

MUTTON 0.42 0.30
 

POULTRY 0.84 0.71 

PORK 0.48 0.40 
OTHER MEAT 9.99 1.86 

EGGS 0.84 1.40 

FISH1 13.38 7.79 
MILK 2.76 1.90 
CIhrESE 0.03 0.09 

TOTAL 33.92 17.80 

SOURCEs FAO Production Yearbook
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While these data are probably contradictory and perhaps even
 
inaccurate, the trends are significant. Protein consumed from
 
livestock dropped from 8% to 5% from 1968 to 1974. Especially severe
 
was the fall in other meats (offal and game), fish and milk. Poultry
 
products (eggs and meat) held their place in Nigeria's diet. Despite
 
beef imports of 13,000 tons in the mid-1970's, beef consumption trends
 
are falling.
 

Livestock data are particularly difficult to accurately and con

sistently analyze. Available data are broadly consistent with per
 
capita consumption changes.
 

LIVESTOCK POPULATION ESTIMATES
 

1971 1974 1977
 

CATTLE 8,243 10,918 8,216
 
SHEEP 6,025 7,545 7,375
 
GOATS 17,000 22,390 22,125
 

PIGS 300 865 N.A.
 
POULTRY 88,119 91,931 132,004
 

SOURCR: CDC, PAO, IBRD 

Dairying is the least-developed subsector in the livestock system.
 

While demand for milk and cheese is likely to rise substantially, most
 
consumption will have to be supplied from powdered milk and cheese
 
imports. Imported dairy cows do very poorlyl what industry exists is
 
based on-Pulani/Holstein crosses and on the existing cattle population
 
on the Jos and Mambella plateaus.
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CURRENT AND PROJECTED MILK PRODUCTION
 

1978 1990
 

COwS (000) 293 293
 
LITRES/COW 80 127
 
MILK PRODUCTION
 
(Metric Ton) 23,400 37,147
 

Poultry is emerging as a significant source of animal protein in
 
Nigeria's diet. The village poultry operation is traditional in rural 
areas, with chickens scavenging for food and laying 40 eggs per year
for household use. Disease is a problem in raising the size of 
flocks. The commercial industry is expanding fast, mostly to supply
the urban population. Eggs are sel|ing for $3.50 per dozen in the 
large urban markets; chickens for about ;8.00 for a small bird.
 

Commercial operations range from 5,000 to 30,000 birds. Constraints 
to expansion includes 

1. Shortages of chic,4s
 
2. Feed shortages
 
3. Inadequate management
 
4. Insufficient fixed and working capital
 

Much of the poultry meat Is derived from the layer flocks. production
 
of broilers directly for meat is riskier since ravenue is generated

only once at the end of the bird's life and depends on uinterrupted
 
feed sdpplies for the bird's entire cycle. In the past the broiler
 
market has been undercut by cheap imports, while the ban on egg imports
 
has been enforced without interruption.
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PROSPECTS FOR MEAT PRODUCTION
 

TilE PRINCIPLE CONSTRAINT TO INCREASED RED HEAT AND DAIRY PRODUCTION IN NIGERIA
 

WILl. HE INTERNAL SUPPLY. NIGERIA ALREADY HAS A SEVERE OVER-GRAZING PROBLEM.
 

TIlE WORLD BANK BELIEVES NIGERIA HAS ADEOUATE GRAZING CAPABILITIES TO SUSTAIN
 

ONLY HALF (50%) OF THE CURRENT SHEEP, GOAT AND CATTLE HERD. OTHER ANALYSTS 
BELIEVE OVERGRAZING IS NOT SUCH A SERIOUS PROBLEM. THERE IS GREAT DEMAND ON 

PASTURES AND CROP RESIDUES FOR BUILDING AND FENCING (SORGHUM/MILLET STALKS) AND 

FOR FEEDING TO ANIMALS USED FOR CULTIVATION AND TRANSPORT. THE OTHER MAJOR 

CONSTRAINT ON CATTLE PRODUCTION IS TSETSE FLY INFESTATION WHICH STILL COVERS 601 

OF TIlE BETTER GRAZING AREAS. TSETSE CAUSES PARTICULAR LOSS (20% OF LIVE WEIGHT) 

TO CATTLE TREKKED THROUGH THESE AREAS FROM THE NORTH TO THE SOUTHERN CONSUMING 
AREAS.
 

GIVEN THESE CONSTRAINTS ON CATTLE* THE PRINCIPLE INCREASE IN LIVESTOCK 

PRODUCTION WILL HAVE TO COME FROM COMMERCIAL OPERATIONS FEEDING SUPPLEMENTARY
 

COMPOUND FEEDS TO POULTRY* HOGS AND THE EXISTING CATTLEHERD (DAIRY) ON THE JOS
 

PLATEAU. HOWEVER, SHORTAGES OF COARSE GRAINS THREATEN TO IMPEDE THE GROWTH OF
 

THE SUPPLEMENTAL FEED INDUSTRY. THE DRAMATIC DROP IN THE PRODUCTION OF OIL SEED
 

CAKES lAS COMPOUNDED THIS PROBLEM. NIGERIA WAS ONCE THE WORLD'S LARGEST 

EXPORTER OF OIL SEED CAKE FOR ANIMAL FEED FROM GROUNDNUTS. 

ESTIMATED LIVESTOCK PRODUCTION 1978 TO 1980 

(000 tons) 

1978 1980 

BEEF 117 150
 

GOATS 85 90
 

SHEEP 35 40
 

POULTRY 
Village 20 25 

Commercial 5 10
 
MILK 23 35
 
EGGS 175 500 
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INVESTMENT OPPOWR'NITIES IN THE MEAT SYSTEM
 

Major opportunities exist in Nigeria's meat system for investment. The
 
field of greatest growth is poultry. Commercial poultry operations are now
 
well established and promise to provide a growing market for the following
 
businesses:
 

- Grandparent stock
 
- Live chick imports
 
- Medications 
- Equipment, including housing and cages 
- Processing equipment 
- Basic feudatuffs 

* 	 Beef is another area with promise. The most attractive opportunities are
 
in management and organizing intermittent beef imports. Some private com
panies, however, are negotiating ventures with the Nigerian Livestock
 
Production Company (NLPC) to begin breeding and ranching, CotIa of Brazil
 
is an example of such a company.
 

• 	 Demand for dairy products is likely to be satisfied largoly by milk powder 
imports and concentrated milk. The Nigerian climate Is harsh on imported, 
high-quality dairy stock, Excess dairy procesoing capacity exists la 
Nigeria. 

* 	 Investment in feed manufacturing facilities should be carefully studied 
since there are supply risks and tile industry faces direct competition from 
government mAlls. The National Grains Production Company is planning to 
build a serf*s of feed mills throughout the country. Private livestock 
companies may be able to take advantage of the excess capacity by neijo
tiating supply contracts with the mills. Note, however, that there are 
certain advantages to building a mill as part of a vonture'since it may 
qualify a venture as being integrated (thus allowinq 60% U.S. ownership)
and may provide significant savings on the largest cost component in
 
raisinq livestock.
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Schematic Diagram of the
 
Broiler Industry in Nigeria
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Schematic Diaqram of the
 

Nigerian Beef System
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SUGAR
 



SUGAR
 

DESPITE EFFORTS TO PRODUCE SUGAR LOCALLY, SOARING DEMAND IS CAUSING A RISE IN 
SUGAR IMPORTS. IF ALL SUGAR PROJECTS CURRENTLY UNDER STUDY ENTER PRODUCTION BY
 
THE MIDDLE OF THIS DECADE, NIGERIA'S TOTAL PRODUCTION CAPACITY WOULD BE 250,000
 
TONS ANNUALLY. DEMAND, IS INCREASING AT 6-81 PER ANNUM. TOTAL SUGAR SUPPLY IN
 
1979 WAS 450,000 TONS, MOST OF WHICH1 WAS IMPORTED.
 

In the middle 1970's, Nigeria commissioned a review of its sugar
 
potential. The study identified the Benue Valley, the Niger Valley
 
and 	the Hadejia area in Northern Kano as among the most promising
 
areas.
 

* 	 Projects under development or in pilot operation include: 

1. Savannah Sugar Corp. Denue/Gongola Rivers 100,000 t
 
2. Sunti Estate Niger River 	 100,000 t
 
3. Lafiagi Estate Niger River 	 60,000 t
 

* 	 Most interest in sugar to date has been in technical and consulting 
services. 

Demand for sugar is driven by increasing consumption of soft drinks,
 

baked goods and sweeteners. The statistics in this report which
 
earlier showed only a moderate increase in per capita consumption are
 
disputed by some experts. They cite the speed of the shift toward
 
sugar consumption and the precedent set in oth.r developing countries
 
where demand increased rapidly at the stage of development in which
 
Nigeria now finds itself as evidence that demand will increase faster
 
than the data indicate.
 

As with other commo '.ties, the local sugar market has been undercut in
 
the past by cheap ima orts.
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TIE FORESTRY SECTOR 

EXPORTS OF WOOD AND WOOD PRODUCTS, ONCE A SIGNIFICANT EARNER OF FOREIGN 
EXCHANGE, WERE BANNED IN 1976. FORESTRY ACCOUNTS FOR ONLY ONE TO IWO PERCENT OF 
TIlE NATIONAL OUTPUT EVEN THOUGH IT EMPLOYS SOME 1.5 MILLION PEOPLE, CHIEFLY IN 
FIREWOOD COLLECTION AND POLEMAKING.
 

Imports of paper, paper products and pulp are substantial and
 

increasing. Nigeria has one paper factory with an annual production
 
of 12,000 tons. This factory depends largely on imported raw
 

materials. Imports of paper amount to over $200 million, reaching
 
nearly 200,000 tons. Demand is projected as follows:
 

1976 1985 	 1995
 
(COU-ns) 

27 	 59 122
Newsprint 

Printing and Writing
 

Paper 57 105 224
 
Industrial Paper 70 200 580
 

With Nigeria's industry focusing on fuelwood, poles and plywood, its
 

booming paper needs will be nerved by imports.
 

To achieve self-sufficiency against projected demand, 500,000 Ila. of 
fast-growing forest species would have to be planted. 30,000 Ila.
 
would have to be planted each year. This area, in full production,
 
would provide the industrial roundwood needed for timbgr, wood-based
 

panels, transmission and distribution poles, pitprops for mining, and
 
the domestic paper industry. It is unlikely that this planting will
 
be achieved given the current capabilities of the forest services.
 

* 	 Until the 1970's, most of Nigeria's wood processing industry was in 

the private sector. During this decade, fodr large capital-intensive 

plants were built in paper, pulp and integrated wood working. 

Primary opportunities for private sector involvement in the future are
 
in consultation and technical support to the forest services for plan
tation development and supplying paper and pulp from abroad.
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INPUTS 

AS NIGERIA EXPANDS AGRICULTURAl. INVESTMENT ,N THE 1980'13 DEMAND FOR INPUTS WIl.i 
GROW. TO INCREASE AGRICULTURAL GROWIII RATES FROM TIlE CURRE4T It TO TIE NEEDED 
41 WILL REQUIRE SOME EXTEN$ION OF CIII.TIVATEn AREA BUT WILL D13PEND MOSTLY ON 
IMPROVING YIELDS ON EXISTING SMALL FARMS. Tills STRATEGY IS TIlE FOCAL POINT OF 
THE GREEN REVOLUTION. IT IS THUS IMPORTANT T'IFP-.r U.S. AGRIBUSINESS FIRMS 
UNDERSTAND THE SERVICES AND PRODUCTS INVOlWVFP JN INTENSIFYING SHA.LL FARM 
PRODUCTION AND UNDERSTANDING THE ROLF TiAT PRIVATE FOREIGN COMPANIES CAN PROVIDE 
IN SUPPLYING THESE, 

TIllS SECTION COVERS THE FOLLOWING INPUTS:
 

1. FERTILIZER
 

2, AGRICULTURAL CHEMICALS 

3. IRRIGATtON
 

4. SEEDS
 

THERE IS MUCH POTENTIAL FOR CONSTRUCTIVELY PARTICIPATING IN THE INPU SYSTEM FOR
 
SMALL FARMERS. HOWEVER# TIERE ARE ALSO OBVI43US PROBLEMS. TIlE FOLLOWING CHART 
SUMMARIZES THE OVERALL PROBLEMS AND OPPORTUNITIES WHICH MOST INPUT-RELATED 
BUSINESSES HAVE IN COMMON.
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PROS AND CONS TO PARTICIPATING IN TiHE INPUT SYSTEN
 

PRO 


a Nigerl'as next agricultural develop-

ment plan will focus on improving 

the smallholder by providing him 

with inputs. This will create a 

large market.
 

The Government has openly welcomed 

private participation in providing 

these inputs on a timely basis. 


Distribution channels for one input 
can later be used for other inputs, 

a Business ventures to procure and dis-
tribute inputs are less capital-in-
tensive than other ventures, notably 
land-based ventures. Procurement 
generally carries ftwer risks than 
production. 

a The success of World Bank integrated 

rural development projects on which 
the new agricultural policy is based 
has already proved successful. There 
is a precedent for supplying inputs, 

a The facilities and personnel from 

the World Bank programs can 
tate new business ventures. 

facili-
Advice 

can be solicited from people who 
know. 

CON
 

Programs to supply inputs necessi
sarily deal with many people and
 
are spread over a wide area. This
 
can complicate operations.
 

Input programs will be directly or
 
indirectly influenced by Federal,
 
State and local governments. The
 
programs to provide farmers with
 
inputs will be highly visible and
 
will probably draw political atten
tion. There is a danger chat a
 
private venture might get caught in
 
the middle of a controversy which
 
might seriously affect its oper
ations, or, worse, tarnish its
 
reputation;
 

* The inputs which private companies
 
would be dealing with are heavily
 

regulated by the government and
 
are subsidized. Private ventures
 
may find their supply or demand
 
affected by government policy changes.
 

a 	Because the projects are located in
 

the hinterland, problems of com
munication, logistics, staffing and
 
coordination will be greater.
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1. FERTILIZER
 

NIGERIAN FARMERS USED RELATIVELY LITTLE rETILIZER* AROUND 100s000 "ONS,OR 10 KG.
 

PER FARMERs IN 1978. APPLIED RESEARCH ON WORLD BANK PROJECTS INDICATES
 
FERTILIZER APPLICATION RATES OF 200 KG./IlA. (UP 70 ONE TON PER FARMER) ARE
 

ECONOMICAL. WITH THE LIKELY CONTINUATION OF SOME TYPE OkP FEDERAL SUBSIDY ON
 
FERTILIZER. DEMAND WILL INCREASE NEARLY 100% PER YEAR. DEMAND SHOULD REACH
 
500t000 TONS BY 1985 AND A MILLION TONS SOON THEREAFTER. THIS INCREASE IN
 
UTILIZATION PROVIDES OPPORTUNITIES IN PRODUCTION, PROCUItEMENT AND DISTRIBUTION
 
TO U.S. AGRIBUSINESS FIRMS.
 

Nigerian fertilizer is imported solely by the Government's fertilizer
 

unit of the Federal Ministry of Water Resources and Agriculture.
 
Distribution is also handled by the Government through the exteqsion 
system,
 

If Nigeria is to deal seriously with its food deficit, Nigerian based 
fertilizer plants are requirea, and 4 more balanced distribution
 
system between the public and private sectors is needed to service
 
small farmers.
 

Agribusiness opportunities exist in several areas of the fertilizer
 
industry:
 

- Exports to Nigeria
 
- Construction of plants in Nigeria
 
- Construction of depots for distribution
 
- Businepses and consultancies for ipproving procurement and distri

bution'
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2. AGRICULTURAL CH1EMICALS 

MUCH OF THE CURRENT UTILIZATION OF AGRICULTURAL CJIEMICALS IS i'OR EXPORT CROPS, 

ESPECIALLY COCOA. AS NIGERIA INCREASES DOMESTIC FOOD PRODUCTION, HEROICIDE USE 

BOTH FOR WFEED CONTROL AND MINIMUM TILLAGE FARMING WILL INCREASE. THE ADOPTION 

OF ULTRA-LOW VOLUME SPRAYERS FOR SMALL VARMEPS IS EXPANDING. WEEDING IS OFTEN A 

BOTTLENECK TO INCREASED PLANTING SINCE FARIERS WILL PLANT ONLY WHAT TNEY AND 
TIIRIR FAMILIES CAN WEED BY HIANI). WMILE ADDITIONAL TECHNICAL WORK IS NEEDED ON 

IRBICIDES FOR SMALL F .RM CONDITIONS, EARLY WORK LOOKS PROMISING. 

Current agricultural chemical imports are running at 25,000 tons per
 

year, with the National Oil and Chemical Marketing Company (NOCMO)
 

holding 50% of this rapidly growing market. Private foreign chemical
 

companies have the balance of the market. These companies are
 

seemingly reluctant to make major Investments in distribution systems.
 

as they are concerned that the government may itself take oit the role
 

of distributing chemicals as they did for fertilizer.
 

As with fertilizer, the government has stressed that it would
 

prefer the private .sector to handle procurement and distribution.
 

* As small farmers increase herbicide and insecticide applications, the
 

demand for these chemicals rill increase. Markets for inexpenbive
 

applicators and containers which can be easily used will also develop.
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3. 	 IRRIGATION
 

IN THE PAST* NIGERIA IIAS INVESTED LITTI.E PUBLIC MONEY IN IRRIGATION. DRAINAGE 
AND RELATED WATER-CONTROL SYSTEMS. TODAY* ONLY ABOUT 10000 IA. Or IRRIGATED 

LAND 	 BUILT UNDER GOVERNMENT AUSPICES IS IN PRODUCTION. 

THE MAIN WATER CONTROL SYSTEMS ARE OUTSIDE FIE r" ZRHMENTOS SPIIERE OF INFLUrNCE, 
EXISTING PRIMARILY ON SHALLHOLDER RICE FAPSI, "IESE TRADITIONAL SYSTEMS ARE 
EXPANDING PAST. THE ACREAGE UNDER IRRIGATION INCREASES RAPIDLY EACII YEAR.
 

PRIVATE COMPANIES CAN BENEFIT PROM 1llS INCREASE BY SUPPLYING PUMPS, PIPES AND
 

EXPERTISE,
 

The drought in the 700a prompted the government to make large invest
ments In irrigation, both for drought-proofing and becaude the
 

country's major imported foods (wheat, rice) grew beat With irrigation.
 

Nigeria allocated 30% of its food crop investment in public irrigation
 
schemes during the third plan. A separate department was formed to
 

handle irrigation named the Ministry of Water Resources. Eleven river
 
basin authorities were also formed to manage this large allocation of
 
funds,
 

* 	 A total of 250,000 Ila. of land is currently under one of eight irriga
tion plans. Theso projects are scheduled for completion by 1990.
 

Another 250#000 Ita. of irrigation is planned after the first set of
 
projects is completed.
 

* 	 While it is unclear how fast Nigeria will proceed with large scale
 
irrigation projects, the commitment the government has made will
 
create significant opportunities for a range of services and
 
investments:
 

- Land use consultancien
 
- Soil analysis and maping
 
- Civil works and engineering
 
- Small pump equipment, especially low lift pumps
 
- -Land leveling equipment
- Turnkey projects
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4. SEEDS 

NIGERIAN FARMERS# 8OT11 LARGE AND SMALL IIAVE 1EFN USING INCREASING AMOUNTS OF 
INPROVED SEED. TlE GOVERNMENT HAS STATED ITS OBJECTIVE TO IURTIER INTEGRATE THE 
PRIVATE SECTOR INTO TIE PRODUCTION AND DISTRIBUTION OF IMPROVED VARIETIES OF 
SEEDS WHICH ARE A KEY COMPONENT TO INCItASED AGRICULTURAL PRODUCTIVITY. 

A National Seed Service (NSS) was established in 1976 with the
 
cooperation of the PAO of the United Nations. The function of the
 
NSS is to coordinate the development, multiplication and distribution
 
of Improved varieties. An organization chart of the NSS is presented
 
on a later page.
 

To date, the NSS has been moderately successful at achieving its goals
 
but is constrained by various institutional, financial, staffing and
 
capital problems.
 

To redress these problems, the government haL proposed several
 
measures of which one is to entrust seed product.., and marketinq to
 
comercial channels. U.S. firms, in partnerohip with State and
 
parastatal organizations, can play an importanL role in developing
 
this growth industry. U.S. firms can provide equipment, farming tech
niques and logistic expertise. Seed farming has an advantage over
 
regular crop production. Since the demand is great, the, scale is
 
smaller and the value added higher.
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NIGERIA'S SEED DISTRIBUTION ORCANIZATION 

MAMMOAL SUKD COt ITME 

RESEARCH INSTITUTES Recommended Varieties 
for Entry Into Seed 

Breeder Seed Program after minikit 
Variety Testing trials. 
Variety Development 

FOUNDATION SEED PRODUCTION 

National Seed Service 

I 
CERTIFIED SEED PRODUCTION 

By - State Seed Ns~tiplication Unit 

- Private Seed Companies 
- Cooperative Seed Producers 
- Progressive Farmers 

SEED DISTRIMUION - KARX9TING 

- State Seed Multiplication Unit 

- Aaro-Service Centrea 
- Cooperative 
- Private Seed Companies 

FAMRS 
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FISH
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FISH 

SOURCE OF PROTEIN IN THE NIGERIAN DIET. POTENTIAL DEMAND
FISHI IS THIE PRINCIPAL 
FOR FISH FAR OUTSTRIPS CURRENT SUPPLY. OPPORTUNITIES FOR AQUACULTURE EXIST 

SIIOULP BE STUDIRD VERY CAREFULLY. IMPORT ANDALTHOUGH SUCH VENTURES 
DISTRIBUTION OF FROZEN FISHI OFFERS PROMISE, ALBEIT AT A HIGH CAPITAL COST. DEEP 

MAY HAVE PROMISE BUT WITH GREAT RISKS.
SEA FISHING OFF THE COAST OF WEST AFRICA 

EXPERTS DIFFER ON TIE SIZE OF COMMERCIAL SCHOOLS OFF TIE COAST.
 

in West Africa. Most consumpa 	 Nigeria is the largest market for fish 

the coast where there is an active system
tion is in the South along 


of fish sellers, mostly women merchandizers. Imports, equaling
 
a third of total consumption.
75,000 tons in 1978, comprise about 


are from rivers and the coast. There is no major
Domestic catches 

contribution to consumption from Nigerian owned boats.
 

* 	 One of the large commercial groups, IBRU, handles a majority of the 

frozen fish importation and distribution. 

* 	 For years Nigeria was the largest market for stockfish, primarily from 

Norway. These were sold for soup and stew flavorings. Frozen fish 

imports have grown in importance recently, substituting for stockfish. 

Marketing is rudimentary. Fish are offloaded at the large ports,
 

mainly Lagos, and trucked into other urban areas in insulated trucks.
 

a system of cold storage for frozen fish is

• 	 Surprisingly, the need for 


reduced.by the great demand for fish. Inventories are quickly reduced
 
port of arriupon arrival by erchandizers. The exception is at the 


val where large vessels can unload many tons in a short while.
 

fish 	farming should be examined-
Opportunities in fish importation and 

farming is capital intensive and requires
closely. Although fish 


the 	investment the
meticulous management, the size of the market, 

and other useable infrastructure and
government is putting into dams 


the high price of fish may outweigh possible disadvantages.
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TREE CROPS
 

RUBBER - HAVE EIN IMPORTANTHISTORICALLY* TREE CROPS - OIL PALM* COCOA* AND 
COMPONENTS OF TOTAL AGRICULTURAL PRODUCTION AND MAJOR PRODUCERS OF FOREIGN 

EXCHANGE. DU1. IG THE LAST 7W DECADES, HOWEVP:R OUTPUT HAS STABILIZED OR 
DECLINED* AND NIGE96.1,'S-SHARE OF WORLD MAHKETS IBAS FALLEN. 

NIGERIA 

AVERAGE ANNUAL PRODUCTION 

(000 METRIC TONS) 

1961-65 1970-74 1975-79 

PALM OIL 521 454 506 

PALM KERNELS 419 285 328 

COCOA BEANS 215 257 li 
RUBBER 65 66 63 

UNLESS LARGE-SCALE PLANTINGS ARE UNDERTAKEN IN THE NEAR FUTUPEs PROIPUCTIOW 
DECLINES WILL ACCELERATE DURING THE 1980S. MUCH OF THE EXISTING ACREAGE IS 
ALREADY OVER-AGE, AND LONG GESTATION PERIODS ARE RJOUIRED OR NEW TRUES TO REACH 

THEIR FULL POTENTIAL. THE GOVERNMENT IHAS RECOGNIZED IlE NtFED AND ANNOUNCED 
PLANS TO REHABILITATE AND EXPAND BOTII OIL PAILM AND COCOA ACREAGE. IN ADDITION* 
THERE ARE WORLD BANK ASSISTED PROJECTS IN BOT11 OF THESE CROPS, TIlE NEW 
COMMODITY BOARDS HAYE ATTEMPTED TO MAINTAIN DOMESTIC PRICES ADOVE WORLp MARKET 
LEVELS IN AN ATTEMPT' TO STIMULATE PRODUCTION. TO DATE, HOWEVER* THESE EFFOWrS 
APPEAR TO HAVE MET WITH RELATIVELY LITTLE SUCCESS, THE NET RESULT IS THAT IIIERE 

IS SUBSTANTIAL EXCESS PROCESSING CAPACITY AT PRESENT, ALTHOUGH MUCII OF IT 
APPEARS TO BE OLD AND INEFFICIENT.
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POTENTIALLY ATTRACTIVE INVESTMENT OPPORTUNITIES FOR U.S. AGR;BUSINESSES ARE
 
LIMITED BY TWO MAJOR FACTORS:
 

RCTURNS ON INVESTMENT IN TREE CROP PRODUCTION ARE HIGHLY RISKY BECAUSE
 
OP THE LONG WAITING PERIOD - UP TO 7 OR 8 YEARS - BEFORE SIGNIFICANT 
CASH FLOWS ARE REALIZED. 

OPPORTUNITIES TO INVEST IN PROCESSING WILL BE LIMITED UNTIL AR UNLESS
 
THE REPLANTING PROGRAMS BEGIN TO PRODUCE SUBSTANTIAL RESULTS.
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PALM OIL
 

Production of African oil palm declined between the aid-1960s and early IS0s.
 
There has been a modest recovery to an average level of about 500,000 metric
 
tons per year during the last five years, but output is still below the levels
 
of twenty years ago. Peak output of 580,000 tons was.reached in 1966 just prior
 
to the Civil War. The war severely disrupted production, which is concentrated in
 
the central and eastern tropical coastal areas,
 

World production and trade of palm oil has increased sharply in recent years
 
due to large plantings in Malaysia, the leading producer. NigerIa's share of
 
world production fell from about 251 prior to the C'vil War to only 10-12%
 
currently. Indonesia recently surpassed Nigeria to Iecome the second largest
 
producing country. Nigeria has not exported significant quantities of palm oil
 
since 1966 and became a net importer for the first time in 1979. In 1980, it is
 
estimated that imports will be as much as 200,000 metric tons, aout 40% of
 
total production.
 

In addition to declining production, the shift in the palm oil trade balance
 
reflects expanding domestic demand for fats and oils. Palm oil accounts for
 
about 85-901 of total fats and oils with the balance coming from cottonseed oil,
 
groundnut oil and small amounts of imported soybean oil.
 

Total acreage planted to oil palm is cifficult to estimate because thore are no
 
good statistics and as much as 90% of the crop comes from wild groves rather
 
than estate production. It is clear, however, that many existing stands are
 
very mature and likely to suffer future declines in production. The govornment
 
has announced an amktitious 750 million Naira planting program for 78,000 hec
tares in nucleus estates and 152,000 hectares in small holdings during the
 
Fourth Plan Period (1981-85). Even if this is achieved and the existing World
 
Bank assisted projects proceed on schedule, Nigeria will not eliminato its trade
 
deficit during the 1980s. Estimates of internal demand for 1990 are in the
 
range of 900,000 to 1,000,000 metric tons - nearly double current production.
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Another factor limiting Nigeria's ability to compete in the world market is the
 
relatively low yield of existing traditional varieties compared to Malaysia. It
 
is estimated that current yields for mature plantings are about 4.5 metric tons
 
per hectaLa with an oil yield of about 10%. On an oil basis, this is only about
 
25% of Malaysian yields. Experimental plantings with improved varieties in
 
Nigeria have produced yields approaching Malaysian levels.
 

Nigeria still exports a significant volume of palm kernels, although the long
term trend is downward. Kernel yields are about 5% of fresh fruit bunch weight.
 
The relationship betwees. producer and export prices has not proded an incen
tive to crush the kernels domestically. It is estimated that domestic crushing
 
capacity is in the range of 350,000 to 400,000 metric tons per year of which
 
only about 10% is currently utilized.
 

Palm production will continue to be a significant crop in Nigeria, but it
 
remains to be seen whether the negative trends can be reversed. One major
 
problem, for example, is that cultivation and harvest are still highly labor
 
intensive, and costs will rise if the minimum wage is raised substantially.
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COCOA
 

Cocoa production has also declined during the recent past. Production fluc
tuates significantly from year-to-year due to recurrnnt weathriv and disease
 
problems. During* 1975-1979 production of beans averaied about i10,000 metric
 
tons per year and ranged from a low of 139,000 tons in i978-1979 to a high of
 
218,000 tons In 1975-1976. The peak was reached in 1970-1971 at 308,000 tons.
 

Until the mid-1910s, Nigeria was the number two cocoa producer behind Ghana and
 
accounted for 20 to 25% of world production. Since then, however, Njigerian pro
duction has also fallen below both Brazil and the Ivory Coast, and its share of
 
world output has declined to about 12%. Although small amounts have been pro
cessed domestically since the 1960s, virtually all of the crop is exported.
 
Despite recent declines, cocoa still accounts for 40% of non-petroleum exports.
 

About 85% of the cocoa acreage Is in the forest zones of Ogun, Oyo and Ondo
 
states. The total io estimated to he about 500,000 hectares and has not changed
 
significantly. Most of the production is accounted for by smallholders although
 
there is some evidence that a few large producers account for a disproportionate
 
share of output. The average holding is about 2.5 hectares with 50% of the
 
units under one hectare. Average yields appear to be less than 500 kg. per hoc
tare compared with test results as high as 2200 kg. per hectare using high
 
yielding hybrid varieties.
 

Again, a substantial replanting program will be required for Nigeria to maintain
 
its present reduced world market share. Many trees are over 30 years old. It
 
would require a pro.uction increase from under 200,000 now to about '300,000
 
metric tons In 1990 fn order for Nigeria to retain about one-eighth of the world
 
market. This, in turn, would require that at least 200,000 hectares be
 
replanted by the mid-1980's, allowing for the time required to reach bearing
 
age. Announced government plans plus World Dank assisted projects amount to
 
about one-half of this.
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The Cocoa Board has increased producer prices to levels two to three times
 
higher than equivalent prices in other African exporting countries. It remains
 
to be seen whether this will produce a significant grower response. To date*
 
the evidence is not encouraging. Export earnings will continue to fluctuate in
 
a world market characterized by uncertain production, inelastic demand and
 
volatile prices. The high producer price will result in periodic severe imba
lances between domestic and world prices. Cooperatives have traditionally
 
played the dominant role in coordinating procurement and exports in the cocoa
 
system. Some new mechanism may be required in the light of current policies and
 
market conditions.
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RUBBER
 

Rubber production has been relatively stable at 60,000 to 65,000 metric tons 
per
 

77,000 tons in 1966. Nigeria is the
 year since independence.. The high was 

producer but is much less important on a world basis


second largest African 

In 1979-80, Nigeria's share of world producthan in either palm oil or cocoa. 


tion was about 1.5% compared with a generally accepted traditional share of 3%.
 

use increased
Exports have declined somewhat more than production since domestic 

It now appears to have stabilized at about 15,000
between the 1960s and 1970s. 


metric tons per year leaving an exportable surplus of up to 45,000
to 20,000 

to over-
Even this could be eliminated by 1990 if production declines due
tons. 


and internal demand increases as projected to around 40,000 tons per
age trees 

year.
 

in Bendel state which is reported to have
Production is heavily concentrated 

250,000 hectares in bearing. An estimated 40% of this is in small
about 


in estates. These latter have their own processing
holdings with the balance 

facilities, but there is substantial excess capacity outside the estates. A
 

been closed recently, including a Goodyear facility in
number of plants have 

Benin.
 

World Bank estimated current smallholder yields at about 300-350 kg. per
The 

24-year economic life of
hectare compared with potential average yields over a 


1,000 kg. per hectare using new varieties and modern tapping methods. They also
 

of the trees are tapped compared with 501 as
estimated that only about 30% 

recently as 1974.
 

Until the Rubber Board was established in 1977, rubber was not controlled and 
markets.
 was sold through commercial channels in both domestic and export 


There is no established quality
Private firms marketed under their own labels. 

as a result, it has always sold at a discount
standard for Nigerian rubber, and 


to Malaysia. The Commodity Board has established a guaranteed price signifi

but so far, there is little evidence of producer
cantly above the world price, 

response.
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PROCESSING
 

SPECIFIC PROCESSING OPPORTUNITIES ARE BEST JUDGED IN IE CONTEXT OF WhEIR 

PARTICULAR COMMODITY SYSTEM. CERTAIN GENERAI12ATIONS ABOUT PROCESSING CAN 01E 

MADE: 

Processing is attractive to foreign firms for several reasonss 

- Building a processing facility offers a chance to make a profit 
on machinery, technical expertise and management.
 

- Processing facilities are concentrated and therefore more
 
easily managed.
 

- Processing may be a natural step, either forward or backwards 
for increasing value to an ongoing business. 

- Building a processing facility may give a company access to 

imports as a stopgap measure to provide the facility with 
feedstock. 

Dangers also exists
 

- Processing facilities are capital intensive. Capital intensive
 
projects in Nigeria carry with them the risks conco*Aitant with
 
Illiquidity, dependence on outside maintenance and dependence
 
on having trained personnel to run the facility.
 

- Securing a reliable source of feedstock is an Important con
siaeration for companies considering processing. Domestic
 
supply of certain comodities is unreliable. Depending on
 

imported feedstock can be equally dangerous. flistory suggests
 
that one can draw distinctions between different industries and
 

that certain processing industries are more likely to have
 
interruptions.
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*Oae model for processing facilities which is often cited favorably Is 
facility in the middle of outgrowers and
establishing a processing 


providing the coordination, pricing and marketing for these farmers.
 

This system allows the processor to shed r:oduction risk and gives the
 

farmer a sure home for his product. Booker McConnell used this model
 

successfully in Kenya for the Mumias sugar project.
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FRUITS AND VIETABLES
 



FRUITS AND VEGETABLES 

TIE FRUIT AND VEGETABLE SYSTEM IN NIGERIA is FRACTURED. FEN ORGANIZED 
COMMERCIAL VENTURES EXIST. THE MARKUP ON FRUITS AND VEGETABLES IS LARGE. A 
VARIETY OF FRUITS AND VEGETABLES CAN BE GROWN IN NIGERIA'S DIVERSE CLIMATE. 

Most fruits and vegetables are marketed through small merchandizers. 
Few organized production schemes exist. 

* 	 Prices for fruits and vegetables vary but are in general high. In the
 
urban areas, the prices are almost prohibitive. By one estimate the
 
average prcfit margin for each middlemen in the fruit and vegetable
 
system is over 40%. A papaya in Lagos can sell for $4.00. Two pounds
 
of bananas can cost $2.00-$4.00.
 

0 	 Much produce moves through a rural bulk market and is then moved to 

the urban market.
 

* 	 Vegetable cultivation on a commercial scale carries certain risks but 

can be extremely profitable, even on a small farm.
 

Tree crops such as citrus do not yield a positive cash flow for 4-S 
years but are potentially very profitable. 

* 	 Juice factories are also a possible area for investment, taking advan
tage of the seasonal variations in supply and price.
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SZCTION v
 

HIGBRIAt COU"TRY OVBRVIRN
 



BeCTION INTIROD FION
 

TIS SUCTION iPUSWmS An OVaVIw or NIRA As A XmXWnRY. wHE sUCTION BIEinLY 
ReviEmS i Eofe BK3W* " RAPfT, POLITICS, DNOGRAPHICS AND SOCIOLOGY 
TO PWOVIDI MUSIESSAN "IT A PtSIPMCTIVl ON "NI DViW#NNINT To IC1 IsT"B PO 
BUSINES oMT FIT. ONTAILED ""YSu ?ND DUCRPTION8 OF "a OUNTRY AR 
READILY AVAILABLE WI RMU TO ' 8 BUSINUSHAN WO WISHES TO LEARN MORS ABOUT 
TIl COUNTRY. 

TWO EXAMPLES Or PUBLICATIONS UMICU PROVIDE A NOS PMAILED REVIEW OF TM CUMTRY 
ARE LIBTRD BE9At 

* 	 U.S. Dpartment of Commerce 
Ni 2rlat A Survey of U.S. Business pportunities
Bureau of Internationl] commerce -


Washingtooe D.C.
 
(Notes an vpdated version vii be released soon)
 

* 	 U.S. 5 pertment of Commerc/Department of State 
Higerfas economic Trends Report
Foreign economic Trends
 
Washington D.C.
 
(order numbers PUT 80-097)
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STATISTICS IN NIGERIA
 

STATISTICS IN

AN INITIAL CAUTIONARY WORD IS NEEDED ABOUT STATISTICS IN NIGERIA. 


IN QUALITY AND AVAILABILITY. MOST DATA--INCLUDING THE DATA IN

NIGERIA ARE POOR 
THIS REPORT--SHOULD BE REGARDED ONLY AS INDICATORS OF TREND AND MAGNITUDE. DES-

PITE THE POOR QUALITY OF PUBLIC DATA, PRIVATE CONPANIES MAY SATISFY THEIR PAR-

CONDUCTING THEIR ONN SPECIALIZED RESEARCH.TICULAR INFORMATIONAL NEEDS BY 

All current population estimates and pro1. 	 Demographic data varies widely. 

jections are derived from the 1963 census which was extremely controversial.
 

2. 	 Internal comercial and trade statistics are poor. Much of Nigeria's eco
to even under
 nomy is subsistence activity and is therefore hard measure, 


for agriculture. A
the best of circumstances. This is especially true 

not
large black market based on smuggling, notably in luxury goods, is 


up to 30% of the
recorded by official statistics although accounting for 


sales of certain products.
 

trade data are more reliable than internal data especially
3. 	 International 

where documented at coastal ports.
 

at the Federal Office of Statistics, most
4. 	 Because of a processing backlog 

date. However, current
Nigerian statistics are two to three years out of 


activity are often available from
oral estimates of current economic 

government and private organizations.
 

published data, U.S. agribusiness firms can

5. 	 Despite the d6arth of useful 


satisfy their own information needs through surveys or assembling informal
 

data from informed local sources.
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CURRENCY
 

THE CUPRENCY OF NIGaRIA aS "hE NAIRA (pronounced ntqh-eh-ra ).
 

* 	As of January, 1980, one Naira was worth $1.80.
 

Ths Nair& is overvalued. Most analysts believe the Naira would
 
settle at about $1.20-1.40 it it were freely traded.
 

* 	 The government monitors imports and exports of the NaIrF. All 

foreign currency exchanges into Hairs must be documented. 
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MAP OF NIGERIA
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IN FRASTRUCTURE 

NIGERIASS INFRASTRUCTURE 1IAS IMPROVED IN TilE RC9NT PAST. POOR INFRASTRUCTURE 
ONCE PRESENTED A SERIOUS OBSTACLE TO SUCCESSFUL IUSINESS. NOW, ALTIIOUG STILL IN 
NEED OF MUCU WORK, NIGERIA'S INFRASTRUCTURE IS GOOD IN CERTAIN AREAS. A IHIGIIWAY 
SYSTEM LINKING MAJOR URBAN AREAS AND RELIEVING HUCII OF T1i L-OIGESTION IN IAGOS* 
AN EXPANDED PORT SYSTEM, AN EXTENSIVE INTERNAL AIR SYSTEM AND IMPROVED INTER-
NATIONAL TELECOMMUNICATIONS ARE AMONG tIIESE ARRAS. MUCll OP TE INFRASTRUCTURE 
IS INADEWUATE. NOTABLY TE INTERNAL PliONZ SYSTEM AND TIlE [0NTRY6S HOTEL 
CAPACITY. INFRASTRUCTURE IN NIGERIA WNLL CONTINUE TO IMPROVE AS ON(OING
 
PROJECTS ARE OMPLETED. 

Roads Nigeria is building a Federal highway system which connects the 
country's major cities. Much of this sytem is completed and reduces 
the effort of travelling between large urban areas. Driving on* these 
roads is dangerous, and some of the roads have fallen Into disrepair. 
Once off the major roads, progress Is difficult since few roads are 
paved. A new system of highways in and around Lagos has helped elimi
nate the severe congestion which brought the city to crisis in the mid 
70's. Long, hot traffic Jams are atilP common and cars are allowed in 
the city only on alternate days according to the number on their 
license plate. 

* 	 Ports There are several major ports in Nigeria. The Lag" Apapa/Tin 
Can Island complex is the largest with about 50 berths. Waiting time 
for unloading (once as long as ten montts) is about one week. The 
draft of the Lagoa ports is 27 ft. The Lagos harbors are good for 
containersg poor for bulk unloading and liquids. Since bulk facili
ties areipoor, most companies import their agricultural cmmdities in 
bags.
 

The 	 other aorts in Nigeria are Port Harcourt (used mostly for oil),
Calabar (with much excess capacit7). WarrI and Burutu (with a 19 foot 
draft because of a sandbar), and Sapele and Koko (also with shallow 
drafts). 
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Airports Nigeria has an extensive domestic air system. Nigerian
 
A rways, the national carrie., flies most of the Internal flights.
 
There are airports at Benin, Calabar, Enugu, Ibadan, Ilorin, Joe,
 
Kaduna* Kano, Lagos, Maiduguri, Port Ilarcourt, Sokoto, and Vola.
 

International travel has been greatly eased by the completion of the
 
modern Murtaia Muhammad International Airport in Lagos. Direct
 
flights to New York fly twice a week. Daily flights to Europe are
 
available. Businessmen can also use the international airport in Kano
 
where many ingoing and outgoing flights stop. International air
 
travel is still tiring and time consuming.
 

Railroads There are about 3,500 km. of small gauge railroads in
 
Nigeria although some of the lines are not working. Passenger rail
 
service to some northern cities has improved in the last year.
 

Telecommunicaitons Telecommunications in Nigeria are improving. The
 
domestic phone system is unreliable because of poor maintenances but
 
has slowly been brought back into service. Large contracts to extend
 
and itwprove the telecommunications network have been awarded. Local
 
businessmen comment frequently that internal phoning is now easier.
 
Many businesses depend on radios for business communication.
 

International telecommunications ironically, are better than internal
 
telecommunications. Calls to Nigeria can be made with reasonable
 
eftortj calls originating in Nigeria are more difficult to place.
 

Electricity Nigeria has problems with its electrical power.
 
Backouts #re common and can last as long as a week. Voltage is erra
tic and can damage equipment without voltage regulators. Many com
panies and individuals install generators to provide a secondary
 
source of electricity.
 

IHotels Nigeria has several modern hotels although their quality and
 
service is inconsistent. Reservations are no guarantee for a room.
 
U.S. businessmen are strongly urged to arrange hotel accomodations
 
through a local contact.
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NIGERIAN DIET
 

'141E NIGERIAN DIET IS BASED PRIMARILY OtI ROOTS, TUERS AND CEREAL (SORGHUM, 
MILLET* MAIZE, RICE AND WHEAT. ANIMAl. IROTEIN ACCOUNTS FOR A SMALL PROPORTION 
OF THE DIET. OVERALL CONSUMPTION IS EXPECTED TO INCREASE AT 3.S% PER ANNUM 
BECAUSE OF A COMBINATION OF INCREASING POPULATION AND INCREASING PER CAPITA
 
CONSUMPTION AS INCOMES RISE. TIlE OVERALL COMPOSITION (A0 '141E NIGERIAN DIET IS 
NOT PROJECTED TO CHANGE SIGNIFICANTY IN TiE NEXT DECADE ALTIIOIGN MOST EXPERTS 
FORESEE IMPORTANT SHIFTS IN DIET IN SPECIFIC GROUPS, NOTABLY TIIE URAN POPULA-
TION WHICH SHOULD CONTINUE TO EAT MORE RICE* BREAD AND HEAT. CERTAIN ANALYSTS 
BELIEVE THAT AS DOMESTIC LIVESTOCK INDUSTRY DEVELOPS THE NIGERIAN DIET WILL SHOW 
A STRONG SHIFT TO ANIMAL PROTEINS. 

Average Annual Per Capita Consumption
 
in Nlqeria: Kg per year and percentage
 

by Category. 1976 1990
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REVIEW OF ECONOMIC DYNAMICS AND DEVELOPMENT POLICIES 

NIGERIAOS NATURAL RESOURCES (LAND* OIL. AND PEOPLE) GIVE TIlE COUNTRY GREAT 
PROSPECT FOR DEVELOPMENT. 

[LAND NIGERIA IS BIG, 924,000 SOUARE MILES, THE SIZE OF TEXAS AND 
ARIZONA TOGETIIER. 

OIL PROVEN RESERVES ARE OVER 20 BILLION BARRELS. DAILY PRODUCTION IS 
25 MILLION BARRELS A DAY AND PROVIDES SIGNIFICANT ANNUAL FOREIGN 
EXCHANGE ($25 BILLION IN 1980).
 

PEOPLE NIGERIA HAS AN ESTIMATED POPULATION OF 80 MILLION. TillS 
UNDERPINS THE LARGEST MARKET IN AFRICA. 

GOVERNMENT POLICIES lHAVE FAVORED MANUFACTURING AND SERVICES OVER AGRICULTURE, 
UPON WHICH NEARLY 701 OP THE POPULATION STILL DEPENDS. GROWTH, WHILE HIGH 
OVERALL, HAS BEEN UNEVENLY DISTRIBUTED BETWEEN THE URBAN MINORITIES AND TIlE 
RURAL MAJORITY. ANNUAL PER CAPITA INCOME NOW STANDS AT OVER $SOP ON AVERAGE, 
BUT MOST RURAL NIGERIANS STILL SURVIVE ON $100 PER YEAR. 

NIGERIAOS ECONOMY IS NOW FUNDAMENTALLY GEARED TO OIL* WHICH GENERATES .NEARLY 45% 
OF TIlE GDP. AGRICULTURAL PRODUCES LESS THAN 231 OF THE GDP DEPSITE 7i1lS SECTORIS 
OVERWHELMING IMPORTANCE IN EMPLOYMENT. 

Nigeria is a $50 billion economy. Among its 80 million people, per
 
capita income Is about $500. The largest country on the African
 
continent, its income is rising 6% annually, fueled privately by reve
nues generated from the petroleum sector. Nigeria is in a similar 
position to other countries receiving sudden infusions of oil wealth:
 
the public and private economic managers have had difficulty in achiev
ing a balanced structural adjustment. Agriculture has declined.
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During the decade of the 704s the government led the economy while the 
role of the private sector was sluggish. This was due in large part 
to involuntary transfer of savings froam the private to public sector 
because of inflation and insufficient credit for the private sector.
 

Nigeria had difficulty converting oil-generated foreign uxchango into 
modorqization of its agriculture and manufacturinj sectors. 

Like Nexico, Nigeria has discovered that revenues from oil, unless 
spent on productive Imports or deposited overseas, fosters Inflation 
and therefore distorts the cost structure of agriculture. 

Agricultural performance in the 1970's was poor, barely growing at one 
percent. While the great Sahelian drought of 1972 and 1973 was partly
at fault, government neglect of this sector was the primary cause. 
Rural feeder roads deteriorated and distribution systemse especially 
of inputs# were not 4eveloped. Relative farm prices shifted in favor 
of urban consumers. Rural income declined relative to urban Income, 
causing urban migration. 
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Breakdown of Higeriala Gross Domestic Product--1977
 

ORIGIN OP GOODS AND SERVICES 

Mining (Oil) a Quarrying 

Agriculture 

Distribution 
Government 
Construct ion 
Manutacturing 

education 

Transport & Coianication 

Other Services 

Slealth 

Electricity & Water 


TOTAL GDP 


SOURCE& INIP Financial Statistics
 

NAIRA BILLION 

6.89 44.6 
3.49 22.6 
1.07 6.9 
1.04 6.7 
0.94 6.1 
0.75 4.9 
0.45 2.9 
0.37 2.4 
0.23 1.5 
0.15 1.0 
0.06 0.4 

15.44 100 
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Sumary Ot Key Nacroeconomic indicatoru for 
the Nigerian 8conomy
 

Constant GOP
 
at Market Constant Agricltural Foroin Reserves Intlation 

Prices GOP at Factor Costs (Net) Hate 

Maira Billion Maira Billion Haira Bilon " 


1974 13.2 3.4 3,5 13.4 


1975 14.4 3.5 3,6 33,0 


1-76 14.3 3.4 3.3 22.0 


1977 15.9 3.5 2.9 21,5 


1976 16.7 3.6 1,2 16.6 


SOURCESI Central Banke Federal Ottco of Statistics
 

Domestic Investment
 
Naira Billion
 
(Constant Prices)
 

1.9
 

2.4
 

3.6
 

4.6
 

5.8
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INPIATION 

INFI TION IN NIGERIA IS NO AVERAGING 25 TO 30% ANNUALI.Y. WCH OF TE PRICE 
INDEX RISE HAS BEEN, AND IS LIKELY TO HE, VUBLED BY iW'OD PRICE RISES. 

Since most Nigerians spend 50% or more of their incomes on food, the 
consumer price index CPI) is heavily based on food costs. During the 
1970' food prices roee 5001. 

Nigeria Inflation (1970-1977)
 
(1960-100)
 

All 1item 	 Food (48%) Other (521)
 

1970 ISO 164 138
 
1971 174 211 140
 
1972 179 217 145
 

1973 189 224 153
 
1974 214 259 174
 
1975 287 367 213
 

1976 348 465 	 240
 

1977 415 575 	 265
 

Source: Central Bank and IMP Statistics
 

* 	 Food inflation, especially in urban areas, is likely to be an
 
important economic managemont issue of this decade.
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INVESYI POLICY 

DURING TII PAO? DCADU* NIGERIA SSARKD ON A IASSIVE CAPITAL 69PIITURS 
PXOGI. Ye? tILE CUR33W IPDITUMB ALUWCTIONS INCREASD TINRtFOLDO 
BUDGETED CAPITAL ALLOCAT IONS ONLY DCXIBIND. (ACTUAL CAPITAL EXPRIDIURM MWRS 
GS EIGNEI DUE TO TE Pf6-1973 OIL 1100H.1 

TUE SECTO OREAEDON OF ACTUAL TIRD PLAN EXPPODITUPM RBVLCTS TIlE 1 PRIORITY 
GIVRN TO AGRICULTURE BY NIERIiAN PLANNBRS IN TilE EARLY 197008. 

Distribution of Federal Capital Expenditures

For Selected Categories
 

Third Plan Actual Investment 
Allocation (197S-19781 

(Percent of Total ) 

Agriculture .S 2.S

Howf Aturing 19.0 140 
Pmr S.0 3.0 

Transport 27. S 28. I 
education 7.5 10.9 
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NIGERIAOS POLITICS SINCE INDEPENDENCE
 

SINCE INDEPENDENCE IN 1960. NIGERIA HAS HAD A TUIWLIT POLITICAL HISTORY. 
THRE HAVE UEN THREE MAJOR POLITICAL PERIODS SINCE INIEPENDENCE: THE IIRST 
REPUBLIC* MILITARY RULE AND THE CURRENT SECOND REPUBI.IC. TIE FIRST TWO PERIODS 
ARE BRIEFLY SUNNARIZ.D BELOW. THE CURRENT GOVERNMENT IS EXAMINED IN GREATER 
DETAIL IN T"E NEXT SECTION. 

The First Republic (1960-1966)
 

* 	 Independence gained on October 1. 1960, from the 
United Zinqdom. 

The country was divided into three regions, North, East 
and West. Each region had a government. These regions 
were coordinated into a federation headed by a central 
government in Lagos. 

Power in the Federal Legislature was held by two poli
tical parties, the NPC and the NCNC. The Action Group 
formed the opposition although it lacer split into 
two factors.
 

The First Republic was characterized by early infight
ing and competition between different political fac
tions. One result of this activity was the formation
 
of a new Mid-West Regiona.
 

In.October, 1963, Nigeria became a Federal Republ ic but 
remained a member of the Commonwealth. 
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A general election was held in 1964o but no party won 
a majority. A consolidation of political parties
 
resulted in a ruling coalition known as the Nigerian
 
National Alliance and an opposition coalition known 
as the United Progressive Grand Alliance. 

To try to eae political frictions which threatene4 
to break up the country, a cabinet which drew from 
all political parties was formed.
 

* 	 Local elections were held in 1965 after the national 
elections in 1964, These elections were typified by 
contusion and strife, notably in the "astern Region 
where rioting broke out..
 

* The turmoil of Nigeria.s first five years prompted a 
group of young army officers to topple the civilian 
government. In this coup, several leading politi
cians and army officers were killed. 

The Military Government (1966-1979) 

* 	 For t)he next thirteen years Nigeria was ruled by a 
sequence of three military governments. Although 
the military governments replace4 the civilian 
government in 1966, one should note that the mili
tary continued to a great extent to govern Utrough 
the civilian civil service and subsequently volun
tarily returned power to the Nigerian people. Some 
facts about each of the military regimes are listed 
below.
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First ftegime (January-July 1966)
 

- General Ironsi became Head of State
 

- The Constitution was suspended, and military 
governors were appointed to each region 

- Constitution reforms were proposed which would 
abolish the regional governments in favor of a 
strong central unitary government. 

- Riots ensued in certain parts of the country in 
protest of the proposed changeover to unitary 
rule. 

- The first regime ended with a coup d~etat by 
another group of army officers. General Ironsi 
was killed. 

Second Regime (July 1966-July 1975)
 

- General Gowon became Head of State
 

- The Federal System of government was restored 
in August, 1966. 

- Lt. Col. Ojukwu of the Eastern Region objected 
to Gowon's appointment to head of the army and 
Federal Government. 

- Violence against Easterners, primarily Ibos4 
coupled with the overall disatisfaction in the
 
Eastern Region with events in the country led
 
to the secession of that region from the
 
Federation. The breakaway region called itself
 
the Republic of Biafra.
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General Govon announced the creation of twelve 
states from the former tour regions as a means 
of meting demands for more local control and 
trying to forestall the seceio0 Ot the Cast. 

What began in June 1967 4s a police action to 
reunify the country broke out Into full scale 
war later in 1967 when Si11afraO invaded the 
Mid-West State. 

The Civil War lasted for two anid a halt years, 
and like all such wars caused much suffering 
and death. 

The country was reunitied In 1970 after the
 
surrender of the mBiatrans. efforts at
 
national reconciliation and reconstruction of
 
the war torn areas were implemented.
 

Gowon's government published a nine point plan 
to return the country to civilian rule by 1976 
-rnd to bring peacetim prosperity. 

The government later announce4 a delay in its
 
plans to return to civilian rule by 1976. This
 
action when added to overall disat istaction
 
toith the status quo--notably because of corrup

:.tion and abuse of office of some members of 
'Gowan's government--precipitated a bloodless
 
coup in July 1975.
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Third Regime (July 1975-October 1979)
 

- General Muhammed was Head of State from July 
1975 to February 1976.
 

- Measures were taken to rid the country of 
corruption and waste. 

- In February 1976, the government restructured 
the country into nineteen States hcdded by 
Military Governors. 

- A SO-man Constitution Drafting Committee for 
returning the country to civilian rule by
 
October, 1979, whs created. (This deadline was
 
met.)
 

Muhammed was killed in February 1976 in an
 
aborted coup attempt. He was replaced by his
 
Chief of Staff, General Obasanjo, who remained
 
Head of State until civilian government was
 
restored.
 

Obasanjo continued the economic policies ini
tiated under Muhammed.
 

In 1977 the local Government system was
 
reformed, and a Constituent Assembly was
 
inaugurated to debate and adopt the
 
constitution drafted by the Committee.
 

In 1978, all Military Governors were replaced
 
with Military Administrators to prepare the
 
withdrawal of the army from political life.
 

In July and August 1979, elections were held
 
for State and Federal executives and
 
legislatures, and the new government was
 
inaugurated on October 1, 1979.
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CURRENT POLIICS 

IN OCTOBER 1979t NIGERIA RETURNED TO CIVILIAN GOVERNNENT AFTER 14 YEARS OF 
MILITARY RUIE. AIJWI SHEIU SIIAGARI OF THE NATIONAL PARTY OF NIGERIA (NP) WON 
34% OF THE VOTE. A WORKING ALLIANCE WAS VORNJD WIT11 TlE NIGERIAN PNOPLE' PARTY 
(NPP) WHICH PROVIDED SUFFICIE.NT BASIS FOR 11W FORMATION OF WORKING MAJORITIES IN 
THE HOUSE AND SENATE. THE POLITICAL SYSTEM IN NIGERIA IS MODELED AFTER lIIE U.S. 
FEDERAL SYSTEM. CURRENT POLITICAL ACTIVITY IN NIGERIA FOCUSES ON THE DBLINBA-
TION OF STATE AND- FEDERAL PONER. 711 DEBATE INCLUDES ISSUES OF FINANCE9 LEGAL 
JURISDICTION AND COORDINATION. ThZ CURRENT GOVERNMENT IS RECEPTIVE TO FOREIGN 
INVESTNZNT. IT 18 LIKELY THAT FUTURE GOVERNMENTS WILL ALSO WELCOME FOREIGN 
BUSINESSNEN. 

1. 	 The election in 1979 was controversial. It included close elect~ons
 
for certain seats and court challenges to power. In all cases, the 
decisions by the courts were accepted peacefully. The election was
 
held according to a timetable set by a previous military government.
 

2. 	 The first year of the Shagarl government has been marked by attempts 
to build a consensus between the states and to promote the concept 
of national unity, while retaining the separatioi, of powers at the 
national level and local initiative at the state level.
 

3. 	 The current system of government appears appropriate for .a country
 
with 	such diversities as Nigeria. The system provides for represen
tation -of the various political and ethnic interests. (One should
 
note that the government is trying to deemphasize tribal distinctions 
and to shift loyalties to the states.) It also has given each of the 
five partids control of at least one dtate government, an well as some
 
representation in both Houses of the National Assembly.
 

4. 	 Sensitive to the broad range of interests represented In NlJerials 19
 
states, the Shagari government has moved slowly and quietly in
 
exerting Federal authority. States controlled by opposition parties
 
are critical of the Federal Government hut nevertheless operate within
 
the federal structure.
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5. 	 The national budget and revenuu sharing formula is the current focal
 
point for the issue of state versus tederdl prerogatives.
 

6. 	 The election in 1983 is on the minds of many politicians. Several
 
contenders for the Presidency have already announced their candidacy.
 
The Shagari government appears to be sensitive to the fact that it
 
faces an election in two years and is anxious to develop a favorable
 
performance record.
 

7. 	 Some of the political news about Nigeria covered in the U.S. papers in
 
the future will probably not bc favorable as Nigeria goes through
 
political growth pains. However, Nigerians stress that domestic poli
tics should not affect the investment climate. They point out that
 
even during the civil war and the military regimes, foreign-owned
 
businesses operated with a minimum of disruption. It is probable that
 
subsequent governments will continue to welcome business and foreign
 
investment in Nigeria. and will attempt to facilitate business
 
operations and will honor the legal commitments of previous regimes.
 

a. 	 Nigeria has a mixed economy. Combining government (State and Federal)
 
ownership of much business with a great deal of private capital
 
enterprise. Nigerians are natural entreleneurs, and their sense of
 
individualism and initiative gives them a spirited interest in
 
establishing trading relationships with the U.S. and any other country
 
that can efficiently provide goods and services needed in Nigeria.
 

9. 	 Nigeria has no external threats to its internal security.
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POLITICAL MAP OF NIGERIA
 

NIGERIA (UPN) ARE TileTlE NATIONAL PARTY OF NIGERIA (NPN) Ah. TIlE UNITY PARTY OF 
A WORKING ALLIANCELARGEST POLITICAL PARTIES IN NIGERIA. THE NPN HAS VORNED 

PARTY (GNPP)WITH THE NIGERIAN PEWPUCS PARTY (NPP). T1E GREAT NIGERIAN PEOPLES 
LIST OF RECOGNIZED POLITICAL
AND THE PEOPLES REDEMPTION PARTY (PRP) COMPLETE TIlE 

PARTIES. 

Political Map of Nigeria
 
2 VOTE

FOR WINNING 

STATE lPART PArTY 

I1 SOKOTO S." 751 
2 NIGER N" 602 

3 KiARA N 51 

4 FED. DISTRICT -

S BACHI IwU 552 

6 BOME N 602 

I CROSS RIM MP- 60 

a RIVERS w" 652 

9 LAGOS up" 602 

30 OrIN u1p 932 

11Ow U ass 
12l OO "uPm 942 

:.:: 13 11911m:: up"rn 

: U 14 KANO PP 192 

isPP 451 

rP 16 NO GNPP 551 

is PITEAU ill 6" 

9 AH~lU NIP 
- 20 INO wr s0] 
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THE 	1981 BUDGE?
 

PRESIDENT SiIAGARIO8 BUDGER PROPOSAL VOR 1981 CALLS FOR RECURRENT EXPCHDIURES OF 
3.3 BILLION NAIRA AND A CAPITAl. BUDGET OF 9.0 BILLION NAIRA. lE PERCKSAGE OF 
TIIE CAPITAL BUDGET ALLCATED TO AGRICULTURE INCREASED FROM 11 to 13t. 

1. 	 The Federal Government's i)rn. osal for revenue allocation, as recommended 

by a special commission, is as followas 

Federal Government SS.0 

State Governments 34.St 

Local Government 8.0% 

Development of Federal Capital 
Terri tory 	 2.S%
 

2. 	 Although agriculture is listel as one of the priority programs, the 
percentage of the Capical Budget allocated to agriculture increased by 
only 	 2%. Total allocation to agriculture is proposed 1.162 Naira 
billion. Althouqh the exact breakdown of this amount. i not 
presented, two specific allocations were citeds 

Nigorian Agricultural and
 
Cooperative hank 4.0 Million Nair&
 

Agricultural Credit Guarantee
 
Scheme 32 Million Nalra
 

3. 	 he government states in its budget proposal that producer prices will 

be "sufticiently attractive' to jtimulate production. 
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