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Agricultural Input Marketsin Nigeria: An Assessment
and a Strategy for Development

Preface

In 1997 The Carter Center and the United States Agency for | nternational Development (USAI D) commissioned
a joint study on “constraints to sustainable agricultural intensification in Sub-Sahara Africa.” The study team,
consisting of well-known specialists, identified several constraintsincluding macroeconomic instability, poor infra-
structure and financial markets, and underdeveloped output and input markets. | neffective and inefficient input
supply systems, especially for modern inputs (improved seeds and mineral fertilizers), were identified as a critical
constraint to the adoption of modern technologiesin African agriculture. Thisconclusion wasreinforced by several
studies undertaken in recent years by the I nternational Fertilizer Development Center (IFDC), the Food and Agri-
culture Organization of the United Nations (FAO), the World Bank, and other institutions under the soil fertility
initiative (SFI) aimed at improving and sustaining soil fertility management in sub-Saharan Africa.

Motivated by The Carter Center/USAID study’s findings, IFDC and SG 2000* formed a partnership in 1998 to
conduct studies and develop action plans for strengthening the functioning of input supply systems, especially
fertilizer markets, in Africa. During thefirst round three countries, namely, Mozambique, Uganda, and Tanzania,
were selected. The fertilizer market studies were completed in these countries during 1998 and 1999. For the year
2000, Ghana and Nigeria were identified as key countries for fertilizer policy and marketing studies. SG 2000
therefore provided partial funding support for this assessment work.

While | FDC was getting ready to start work in Nigeria, USAID made a request to prepare an assessment of the
agricultural input marketsin Nigeria. The USAI D wanted to cover all threeinputs—improved seeds, fertilizers, and
crop protection products (CPPs). Because of their expertise and long-term presence in Nigeria, | FDC approached
the International Institute for Tropical Agriculture (11 TA) and the West Africa Rice Development Association
(WARDA) to collaboratein thiseffort. Consequently, IFDC, 11 TA, and WARDA pooled their resourcesto preparean
assessment of theagricultural input marketsin Nigeria and to develop a strategy for an effective participation of the
private sector in the functioning of the agricultural input markets.

When the Federal Government of Nigeria (FGN) was approached to approve the assessment work, FGN wel-
comed the effort and contributed to it by seconding two of its staff members—one each from the Federal Ministry of
Agriculture and Rural Development (FMARD) and the Food Security Office of the Presidency.

The Assessment Team consisted of the following members:
B. L. Bumb, Policy Economist and Team Leader (IFDC)
A. M. Babandi, Agronomist (FGN/Projects Coordinating Unit, FMARD)
K. Debrah, Marketing Economist (IFDC-Africa)
G Gardner, Agricultural Economist (USAID/Washington)
R. |. Giwa, Agricultural Economist (FGN/Food Security Office of the Presidency)
A. Gudugi, Agricultural Economist (USAID/Nigeria)
P. Kormawa, Agricultural Economist (11 TA)
B. Ogunfowora, I nput Specialist (Formerly Professor at the University of | badan)
0. Osiname, Soil Scientist (WARDA)

1. SG 2000 is ajoint program of the Sasakawa Africa Association (headed by Nobel Laureate Dr. Norman Borlaug) and the
Global 2000 Program of the Carter Center (presided over by former U. S. President Jimmy Carter). Funding for the program
comes from the Nippon Foundation (whose chairperson is Ayako Sono and president is Yohei Sasakawa).

Vil



The Assessment Team visited Nigeria during August 7-25. Field visits were made to | badan, Lagos, Abuja, Kano,
Kaduna, Rano, and Zaria to interact with stakeholders—donors, policymakers, farmers, bankers, nongovernmen-
tal organizations (NGOs), and private sector participants (Annex |). The team met with the management staff of the
National Fertilizer Company of Nigeria (NAFCON) in Abuja.

In 1994 | FDC developed a strategy for theliberalization of thefertilizer market in Nigeria. That strategy stressed
the need for phased withdrawal of subsidies and privatization accompanied by an adequate program of capacity
building. However, the FGN initiated the liberalization of input marketsin 1997 without supporting devel opments
in policy, human capital, and marketing infrastructures. Consequently, input markets remain underdeveloped and
fragmented and farmers do not receive good-quality inputs on time and pay unreasonably high prices. The private
sector in Nigeria has a potential to supply agricultural inputsin a cost-effective manner. However, it needs support
in the form of a conducive policy environment, development of management and marketing skills, accessto afford-
able finance and market information, and effective enforcement of regulatory mechanismsto realize that potential.
The assessment team recommends a holistic approach to strengthen the liberalization process and to develop effi-
cient and sustainable agricultural input marketsin Nigeria.

The preliminary impressions of the assessment team were discussed at a debriefing organized by the FMARD on
August 24, 2000, in Abuja. The debriefing was attended by various stakeholders—policymakers, donors, NGOs,
and private sector participants. It was decided that a stakeholders’ workshop be organized to build a consensus for
the proposed actions and policy measures to strengthen the input delivery system in Nigeria.

The Stakeholders’ Workshop was held on October 19, 2000, in Abuja. The workshop was coordinated by the
Project Coordinating Unit (PCU) of the FMARD. Over 110 stakeholdersrepresenting all segments of the marketing
chain participated in theworkshop. The keynote address by the Honorable Minister of Agricultureand Rural Devel-
opment highlighted the need to create a conducive policy environment and to strengthen the institutional capacity
for encouraging private sector participation in the agricultural input markets (Annex I1).

The workshop delegates endor sed the policy and program measures proposed by the assessment team. The sum-
mary of discussions at the workshop isincluded in Annex 1 11.

Logistic support provided by the FMARD and |1 TA for the assessment work and the stakeholders’ workshop is
gratefully acknowledged.
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Agricultural Input Marketsin Nigeria: An Assessment
and a Strategy for Development

Executive Summary

I Socioeconomic Context

At the dawn of the 21 Century, Nigeria launched a bold experiment of participatory democracy and
market-based economic growth. To sustain these goal's, Nigeriamust confront its socioeconomic challenges
of food security, environmental protection, and poverty alleviation. Without significant progress in these
areas, democracy and economic development are not sustainable. Rapid growth in agriculture is essential
for broad-based economic growth, but accelerating agricultural growth requires sound use of science and
technology embodied in improved seed, fertilizers, CPPs, and other agronomic practices. However, without
an efficient and cost-effective supply of these inputs at the farm gate, science-based growth in agricultural
productivity cannot be achieved.

I1. Scope and Objectives of the Study
Because of various distortionsin the input supply chain, this assessment focused primarily on the issues
related to the input supply system. Nonetheless, measures proposed for technology transfer and supply
system improvements will strengthen input demand by improving the efficiency of input use and reducing
input costs. The main objectives of the assessment are:
1. To review the structure and functioning of the agricultural input markets.
2. To assess the potential s of the private sector to supply agricultural inputs efficiently and in a sustainable
manner.
3. To identify constraints to the private sector participation in input markets.
4. To develop programs and policies for strengthening the functioning of agricultural input markets.
5. To prepare an action plan for implementing the proposed policies and programs.

I11. Assessment of the Agricultural Input Markets

Agricultural input markets are fragmented and underdeveloped in Nigeria. During the 1990s, Nigeria
introduced input market reforms without adequate supporting developments in institutional capacity and
human capital formation. Asaresult, fertilizer use decreased from over 500,000 nutrient tonsin 1993/94 to
approximately 100,000 nutrient tonsin 1999/2000. The use of improved seed and pesticides al so decreased.
Because the input markets are not functioning properly, the transaction cost of acquiring inputsis high and
even then inputs are not readily available on time and in good quality. Quality control regulations are not
enforced properly. In the seed sector, funding arrangements for the National Seed Service (NSS) remain
inadequate and uncertain for performing training and quality control functions. Dealer networks in rural
areas are not well developed, and farmers must travel long distances to acquire inputs.

Accessto finance for devel oping medium and small-scale enterprisesis prohibitive. Market information
is nearly absent. The Federal Fertilizer Department (FFD, formerly Fertilizer and Procurement Division
[FPDD]) responsible for collecting and disseminating agronomic data (fertilizer response rates) and market
information (input and crop output prices), is severely constrained to perform its functions. The lack of
reliable data makes it difficult to calculate value-cost ratios and other relevant parameters for proper busi-
ness planning.

Although the production of certified seed is managed by the private sector, arrangements for the produc-
tion of foundation seed are not clearly defined. Thelack of clarity about intellectual property rights discour-
ages breeder seed production in the private sector.



Lack of proper monitoring and regulation has led to the widespread sales of outdated pesticides by un-
trained and unscrupulous traders endangering human health and the environment.

IV. Potential of the Private Sector to Supply Agricultural Inputs

The private sector in Nigeria has the potential to supply agricultural inputs in a cost-effective manner.
There are several private companies who have entered the fertilizer, seed, and CPP business during the last
few years. There are fertilizer manufacturing and blending plants who have started acquiring marketing
skills for developing dealer networks. The agricultural or farm supply companies in various states are also
involved in the distribution of inputs. Commercialization or privatization of these companies offer addi-
tional potential for developing private sector-based distribution channels in rural areas. Large-scale com-
modity importers may become potentia tradersin bulk imports.

However, because of public-sector monopoaly in the past, al these organizations and structures did not
have an opportunity to devel op the necessary skills needed for efficient marketing and market development.
Years of neglect and distrust have | eft the private sector handicapped to perform efficiently. Macroeconomic
instability, policy inconsistency, lack of access to affordable finance and market information, and poor
enforcement of quality control mechanisms further discourage the active participation of the private sector
in the input market development.

To redlize its full potential, the private sector needs genuine support and encouragement to build the
necessary human capital and develop marketing infrastructures and supporting institutions. It may be pre-
mature to conclude from the half-hearted experience of the 1997-2000 period of liberalization that the
private sector is not capable of supplying inputs. Building well-functioning markets requires time and re-
SOUrCeS.

V. Strategy for Developing Efficient Input Markets: A Holistic Approach

This report, based on the field work in Nigeria and drawing from market development experiences in
other countries, recommends a holistic approach to strengthen the liberalization process and to develop
efficient and sustainable agricultural input markets in Nigeria. Such an approach encompasses concurrent
developments in several areas to realize synergy in various efforts. It requires creating an effective policy
environment, building human capital for private-sector participants and supporting public-sector institu-
tions, improving access to finance and market information, and strengthening and enforcing quality control
regulations. It also mandates focusing on technology transfer activities and supporting research capacity for
the private seed industry. Proposed measures are summarized below.

1. Create a Conducive M acropolicy Environment—M acroeconomic instability resulting from the de-
preciating exchange rate remains the single most important macropolicy factor that inhibits the growth in
fertilizer use and the development of input markets. Suitable monetary and fiscal policies should be insti-
tuted to stabilize the value of domestic currency so that unnecessary risksin devel oping import business and
domestic production of inputs could be minimized. Macroeconomic stability should be supported by devel-
opments in physical and financial infrastructures and greater security of property and life in rural aress.
Such developments are essential to reduce transactions costs of input supply and to enhance output prices
for farm produce, thereby creating a double incentive for the promotion of input markets.

2. Declareand Adhereto a Consistent | nput Marketing Policy—Ad hoc and inconsistent policy pro-
nouncements and proclamations of the past have | eft the private sector leery of the FGN intention. To restore
confidence in the liberalization policy, the FGN should enact | egislation about the “ Freedom of Marketing”
to demonstrate its support and commitment for the liberalization policy. Thislegislation should clearly state



that the FGN will not interfere in marketing or distribution of inputsin any way, nor will it interfere with the
pricing of inputs. Similar legislation will be needed at the state level.

3. Build Human Capital for Market Development—The modern input business is highly skill inten-
sive. To create the necessary cadre of dealers at all levels—import, wholesale, and retail—training and
technical assistance programs should be implemented for imparting necessary business and technical skills
to people (men and women) who want to develop input businesses in rural and urban areas. Technical
training programs should also be organized for seed growersin both formal and informal sectorsand NSS's
training and technical assistance capabilities should be strengthened. Human capital should be built in the
public sector to strengthen the implementation of regulatory and quality control laws and to develop and
operate market information systems.

4. ImproveAccessto Finance—Technical and business skills are necessary but not sufficient to develop
input business enterprises. Access to finance is indispensable because finance is the life blood of any busi-
ness activity. Given the distortions in the financial marketsin Nigeria, there is a need to create an Agricul-
tura Inputs Business Development Fund (AIBDF) so that the trained, viable, and creditworthy dealers can
have accessto finance to devel op input business. Likewise, accessto foreign exchange, especialy the letter
of credit (LC), for fertilizer imports should be improved by creating an Agricultural Inputs Import Fund
(AlF). Both funds should be managed by viable and reputable banking enterprises.

5. Develop and Implement Regulatory Framewor ks—Quality control and anti-monopoly measures
are essentia for well-functioning input markets. FGN should ensure the proper implementation of quality
control regulation and truth-in-labeling measures so that poor quality seed and fertilizers and outdated CPPs
are not sold to innocent farmers.

6. Promote Market Transparency Through a Market Information System (M1S)—Efficient func-
tioning of competitive marketing systems depends on the continuous flow of market information and free-
dom of entry and exit from the market. To facilitate this function, an MIS should be developed to collect,
analyze, and disseminateinformation about prices, deliveries, and stocks at variouslocations. FGN, through
the FFD, should take alead in developing and implementing the MIS. Gradually, this function should be
performed by agri-input dealers' association and seed growers' association. Technical assistance should be
provided to strengthen the development of input dealers and seed growers' associations.

7. Promote Technology Transfer Activities—Modern agriculture is science based and knowledge in-
tensive. To educate farmers about new technol ogies, widespread farm demonstrations should be conducted.
In this respect, the work done by SG 2000 in collaboration with the Ministry of Agriculture in Kano and
other states should be strengthened. To improve the efficiency of fertilizer use, farmers should be allowed
access to soil testing facilities and knowledge about fertilizer recommendations.

8. Srengthen Research Capacity for Promoting Private Seed | ndustry—During the last few years,
national capacity for agricultural research, especially for breeder seed production, has been allowed to
deteriorate rapidly. NSS's capacity for quality control and monitoring and training and technical assistance
for seed production has also suffered significantly. There are considerable delaysin releasing new varieties.
To promote the devel opment of a healthy private sector-based seed industry, additional resources should be
targeted to revitalize the national research capacity, linkageswith international agricultural research centers,
and NSS capacity to support seed growers.
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VI. Action Plan for Developing Input Markets
TheAction Plan is divided into three phases, namely, short term, medium term, and long term.

Phase |—Short-Term: Sakeholder s Wor kshop—A stakeholders' workshop was organized to discuss
the assessment report and recommendations and to build a consensus among stakeholders (policymakers,
donors, private sector participants, bankers, farmers, and NGOs) about the proposed recommendations.
Over 110 stakeholders representing all segments of the market chain participated in the workshop and
validated the measures proposed in the assessment report.

Phase | |—M edium-Term: Enactment of L egislation About the Freedom of Marketing—During the
medium term, FGN should enact legislation about the freedom of marketing of agricultural inputs. The
purpose of such legiglation is to ensure the private sector that FGN supports the development of a private
sector-based input marketing system in Nigeria. Similar measures should be introduced at the state level.

Phaselll—L ong-Term: Capacity Building Activities—During the long term, capacity building activi-
tiesrelated to human capital development, regulatory frameworks and market information systems, creation
of input development funds, strengthening of NSS and national research institutes and technology transfer
should be undertaken.

Implementation of the Action Plan—A long-term project should be designed to implement the activi-
ties proposed in the Action Plan. The project should clearly prioritize the implementation of activities and
therolesthat various stakehol ders (national and international) will play inthe implementation of the project.

VII. Linkages With USAID/Nigeria’'s Srategic Objectives

The proposed Action Plan is expected to contribute directly to the achievement of USAID/Nigeria's
Strategic Objective 2: “ Strengthen the institutional capacity for economic reform and enhance capacity to
revive agricultural growth.” More specifically, the proposed Action Plan will contribute to Intermediate
Result 2.2: “Private sector enabling environment enhanced, with emphasis on agriculture.” The activities
proposed will directly address the factors that constrain the effective participation of the Nigerian private
sector in the agricultural inputs market.

xii



Agricultural Input Marketsin Nigeria:
An Assessment and a Strategy for Development

|. Introduction

A. Sacioeconomic Challenges

At the dawn of the 21% Century, Nigeriaembarked
on abold experiment of participatory democracy and
market-based economic growth. Properly imple-
mented, both instruments of social change can em-
power individuals and organi zationsto transform the
socia landscape of Nigeria. Nevertheless, success-
ful pursuit of these goals mandates well-focused at-
tackson food insecurity, poverty, hunger and disease,
and environmental degradation. Peace and prosper-
ity cannot be built on empty stomachs. Over 70% of
the Nigerians are estimated to be poor, and a signifi-
cant proportion of the population is food-insecure.
Until recently, agricultural growth and food produc-
tion trends have not been ableto keep pace with over
3% annual growth in population on a sustainable
basis. This hasresulted in increasing dependence on
food imports. Nigerianeedsto accelerate agricultural
growth and development to reduce deficit in itsfood
balance sheet.

Nigeria's balance sheet for soil nutrient manage-
ment is also in deficit. During the mid-1990s when
Nigeria was using over 1 million product tons of
mineral fertilizers, per hectare nutrient depletion was
estimated to be over 80 kg/ha. Since the mid-1990s,
fertilizer use has decreased by over one-half. In fact,
decreasing fertilizer useiscontributing to theincreas-
ing nutrient depletion and decreasing per capitafood
production in the country. The deficits in both food
and soil nutrient management cannot be sustained
without compromising food security and environmen-
tal protection. Moreover, slow growth in agricultural
output also preventsthe growth of agro-based indus-
tries and employment generation.

Accelerated agricultural growth and devel opment
remains an essential prerequisite to macroeconomic
growth and stability, food security, poverty allevia-
tion, and sustainable management of natural re-
sources. Most poor people live in rural areas and
depend on agriculture for livelihood. Thus, one way

to increase the incomes of the poor isto increase the
productivity of their most important resource—land.
Without increasesin agricultural productivity, Nige-
rig, or any other African country, cannot increasefood
security and reduce poverty in a sustai nable manner.
Inaddition, increasesin agricultural productivity are
possible only through judicious management of natu-
ral resources and sound application of science and
technology to agriculture. The science-based agricul-
ture depends on theincreased use of improved seeds,
organic and mineral fertilizers, CPPs, skillful water
management, and better agronomic practices.

B. Roleof Agricultural Input Marketsin
Confronting Socioeconomic Challenges

To promote science-based agriculture among mil-
lions of small farmers—the backbone of Nigerian ag-
riculture, supply of modern inputs—seed, fertilizers,
and other associated inputs—should be increased.
Farmers should have an easy access to these inputs
at an affordable price. However, recent devel opments
in Nigeriaindicate that not only are farmers having
difficulty in obtaining the necessary inputs on time
and in good quality, but also they are paying very
high prices. Fertilizer prices have increased from
N50/bag (50 kg) in 1990 to N1,400-N1,500/bag of
urea in 1999. The quality of fertilizer products has
also declined. Improved seeds of different crops are
not easily available at the farm gate. It iscritical that
the input supply system be improved to promote the
adoption of new technologies for achieving various
socioeconomic goals mentioned earlier. To develop
efficient and sustainableinput supply systemsin Ni-
geria, this assessment was conducted with the fol-
lowing objectives:

1. To review the structure, functioning, and con-
straints of the agricultural input markets.

2. To assessthe potential of the private sector to sup-
ply agricultural inputs efficiently and in asustain-
able manner.

3. To identify constraints to the private sector par-
ticipation in input markets.



4. To develop programs and policies for strengthen-
ing the functioning of agricultural input markets.

5. To develop an operational strategy or action plan
for managing the transition from public to private
sector driven agricultural input markets.

Sincethemid-1990s, Nigeriahad been experiment-
ing with different organizational arrangements for
supplying agri-inputs. These experiments haveintro-
duced many distortionsin theinput supply chain and
have made inputs inaccessible and costly. This as-
sessment has therefore focused mainly on the issues
related to the supply-side of the marketing system.
Theunderlying assumption hereisthat thereisacon-
siderable potential demand for agri-inputs, which
remains unfulfilled due to high transaction costs re-
sulting from distortions in the supply chain. With
improvementsin the supply system leading to lower
prices, better quality, and timely delivery of inputs,
input use could be increased significantly from cur-
rent low levels. Theseimprovements can also reduce
the need for input subsidy by shifting the supply curve
to theright from S1 to S2 (Figure 1).
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Figure 1. The Conceptual Framework.

Thisisnot to suggest that the issues related to de-
mand-side are not relevant. Definitely, they are rel-
evant but require a separate study. Nonetheless,
measures recommended for promoting technology
transfer activitieswill have a positive impact on fer-
tilizer and other input use by improving the efficiency

of nutrient use and thereby shifting the crop produc-
tion function upward. I ntegrated nutrient management
practices recommended for sustaining soil fertility
will aso contribute to improving demand for mod-
ern inputs—improved seeds, mineral fertilizers, and
CPPs.

Theremainder of thereport includes six additional
sections. Section || provides an assessment of thefer-
tilizer, seed, and CPP markets in Nigeria. Then the
next two sections are devoted to the potential of the
private sector in supplying inputsin an efficient and
cost-effective manner and the constraints it facesin
realizing that potential. These sections are followed
by a section on the elaboration of the strategy for
developing efficient input markets based on a holis-
tic approach. Section V1 includes the action plan for
implementing the proposed strategy while Section
VIl establishes linkages of the action plan with
USAID/Nigeria's strategic objectives.

1. The Agricultural Input Marketsin
Nigeria: An Assessment

A. Overview of the Policy Environment

The Federal Government of Nigeriaformulatedits
first comprehensive agricultural policy in 1985. The
policy instruments, which were to remain valid for
the next 15 years, were composed of macro-economic
policies, agricultural-sector policies, and policiesfor
the support services. The macro-economic policies
included pricing, trade, exchange rate, and agricul-
tural land policies. The sector-specific policies in-
cluded food production, input supply and subsidy
policies while the support services policiesincluded
agricultural technology generation and extension,
agricultura credit, insurance, produce marketing, and
research policies. The primary objective of these
policies was to reinforce agriculture’s contribution
to food security, employment, and provision of raw
materials and foreign exchange in the Nigerian
economy.

Fertilizer Policy Overview—Prior to 1976, the
state governments were responsible for the procure-
ment and distribution of fertilizer until the Federa
government established the Fertilizer Procurement
and Distribution Division (FPDD) within the Fed-



eral Ministry of Agriculture asthe cen-

tral procurement and distribution unit.
Two granulation plants, Federal Su-
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Limited (FSFC) and NAFCON, were
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tween the FGN and the States were
experimented. They included the in-
volvement of the states and state or-

Figure 2. Nigeria: Fertilizer Use, 1979/80-1999/00.
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gans in the transportation and

distribution of imported and domestically produced
fertilizers, the establishment of fertilizer depots as
distribution pointsto the States, and the involvement
of NAFCON in the distribution of locally produced
fertilizers. Asconsumption of fertilizer increased, the
inadequacies of public sector controlled procurement
and distribution arrangements began to manifest in
leakage and transit losses, late and non-deliveries of
fertilizersto designated depots, artificial scarcity, and
unsustainable subsidy burden.

Realizing that an efficient and sustainable agricul-
tural input supply system could be achieved through
the participation of the private sector, the Govern-
ment started reforming the fertilizer sector in 1994
and adopted afertilizer liberalization policy in 1996.
That policy aimed at improving production, procure-
ment and marketing efficiency and encouraging trans-
parency and competition. The Federal government
completely withdrew from procurement and distri-
bution activities and discontinued the subsidization
of fertilizer. To give relief to farmers, it reduced the
import tariff on fertilizers from 10% in 1996 to 5%
in 1997 and zero percent in 2000; it also abolished
the value-added tax (VAT) and excise duty. However,
because the reform process was not supported by de-
velopmentsininstitutional capacity and human capi-
tal formation, fertilizer use decreased from over
500,000 nutrient tons in 1994 to approximately
100,000 nutrient tons in 1999 (Figure 2).

The private sector and some states have now as-
sumed greater responsibilities for production, pro-
curement and marketing activities. Most of the states
have established blending plants to increase the lo-
cal supply of blended products while others such as
Oyo State procure fertilizers from the main private
sector producers and importers at market prices and
distribute them to farmers at subsidized prices.

Seed Poalicy Over view—The national seed policy,
formulated in 1992, provides guidelines for the de-
velopment of the seed sector. The national agency
responsible for coordinating devel opment, monitor-
ing policy, and implementing quality control in the
national seed systemisNSSof theFMARD. Togive
alega backing to the seed policy, a National Agri-
cultural Seed Decree No. 72 (1992) was enacted for
regulating the various aspects of seed production,
marketing, and quality control activitiesin Nigeria.
The national seed policy isin line with regional/in-
ternational standards and makes provisions for the
withdrawal of public sector agenciesin favor of the
private sector in key areas of the seed industry. How-
ever, in practice, public- and private-sector roles are
not clearly delineated. Today, the NSSrolesare lim-
ited to seed technology training, quality control, and
the coordination of breeder seed production. The pro-
duction of breeder seed is the responsibility of agri-
cultural research institutes, while that of foundation
seed is handled by both the NSS and the private sec-



tor. Certified seed production is now in the domain
of the private sector, using contract farmers.

CPP Policy Overview—Government strategy on
agro-chemicals supply isto encourage the establish-
ment of plantsto manufacture or process agro-chemi-
cals in Nigeria. For imported agro-chemicals the
government’s strategy isto ensure the timely supply
in adequate quantities by providing the necessary
assistance for their importation. There is currently
no manufacture of CPPsin the country athough some
companies have formulation and packaging plants.
The marketing of CPPs in Nigeria is very unorga-
nized and lacks proper legislative control. The de-
regulation policy has attracted many unprofessional
dealersin CPPs subsector with serious implications
for quality, human health, and the environment. No
public sector agencies (except Agricultural Devel-
opment Projects[ADPs]) aredirectly involvedinthe
pricing or marketing of CPPs.

B. Fertilizer Market: Structure, Functioning,
and Constraints
Figure 3 describes the current fertilizer produc-
tion, procurement and marketing chain in Nigeria.
About ten large fertilizer companies dominate the
fertilizer market (Table 1). Some are engaged in the
importation of raw materials and finished fertilizer

Table 1. Primary Fertilizer Companies Operatingin
Nigeria, August 2000

Company Location
Akkad group of companies Lagos and Kano
BUA Nig. Ltd Lagos
Chemimex Kaduna
Fertilizers & Chemicals Kano
Dan Hydro Kano
Dantata Kano
Golden Fertilizer Lagos
Morris Nig. Ltd. Minna
Muka Nigeria Ltd. Sango
Rim Merchant Bank Lagos
Vita Pharm Lagos

products while others are engaged in both produc-
tion and importation of fertilizers. NAFCON and
FSFC, the foundation of domestic fertilizer produc-
tion in Nigeria, are currently out of production.
NAFCON is currently being rehabilitated and may
come on stream at about 60% of its capacity within
six months of its rehabilitation. Nineteen blending
plants (6 private and 13 public sector) of varying
capacities are currently engaged in fertilizer produc-
tion (Table 2). The public sector plants obtain their
raw material sfrom the private sector companieswhile
the private sector plants procure all their raw materi-
asthrough imports.

Importation/
Procurement by private
fertilizer companies

Raw Materials

Domestically
Blended
Fertilizer

Total supply

State Input Supply
Companies

N

—»| ADPs

Large-scale farmers

Imported
fertilizer

A
State Gover nment Private Sector
(Ministry of Agriculture) Distributors

Small-scalefarmers

The fertilizers produced
by the blending plants or
imported into the country
enter the market through
both public sector and pri-
vate sector marketing chan-
nels. The states distribute
their products to farmers
through ADPsand the Farm
Service Centers (FSCs).
Theprivate sector suppliers

—  Reallers reach the farmers through
J their network of distributors
Local Agents and retailers and to a lim-

ited extent, through the
ADPs and FSCs. A few
s large-scalefarmersget their

by A —

Figure 3. The Fertilizer Market Structure of Nigeria, 2000.

supplies directly from the
private and public sector
warehouses.




Table 2. Blending Plantsin Nigeria, August 2000

F & C Blending Plant Kaduna State
Morris Blending Plant Niger State
Zungeru Fertilizer Company Niger State
Funtuna Blending Plant Katsina State
Bauchi Blending Plant Bauchi State
Gombe Blending Plant Gombe State
Borno Blending Plant Borno State
Agro Nutrient and Chemical Company Kano State
KASCO Blending Plant Kano State
Edo State Blending Plant Edo State
SCENTUM Al Fertilizers Enugu State
Gaskia Fertilizer Company Kano State
Sasisa Fertilizer Company Kano State
Zamfara Blending Plant Zamfara State
Sokoto Blending Plant Sokoto State
Kebbi Blending Plant Kebbi State
Adamawa Blending Plant Adamawa State
NAFCON Plant River State
Crystal Fertilizer Blending Plant Niger State

Fertilizer Market Constraints—The develop-
ment of the fertilizer market is constrained by sev-
eral factors, the most important of which include:

e The instability of the policy environment leading
to inadequate investments in the establishment of
distribution channels, capacity building, and pro-
motional activities.

» Weak legal and regulatory framework supporting
theliberalization of thefertilizer market leading to
the flooding of the market by dubious quality
products.

* Instability of the macroeconomic variables (inter-
est rates, foreign exchange, tariffs, etc.). This has
increased therisk of investmentsin fertilizer mar-
ket development.

* Inadequate financia services including the high
cost of procurement and distribution credit.

* Lack of market information on prices, availability,
supply sources and overall market conditions.

» Poorly developed rura infrastructure leading to
high transportation and high costs of fertilizer at
the farm gate.

* Inadequate and sometimes obsolete port facilities
and inefficient custom clearing bureaucracy that
increase the landed cost of fertilizer.

» Thelow demand for fertilizer arising from theweak
purchasing power of farmers.

C. Seed Market: Sructure, Functioning, and
Constraints

The seed market in Nigeria consists of both for-
mal and informal sectors. Included under the formal
sector are the public seed production and distribu-
tion organizations and the registered limited liability
private seed companies, whereas the informal sector
includes seed production through community-based
organizationsand NGOs. The National Seed Service,
agricultural development projects (ADPs), and other
government agencies constitute the main playersin
the public seed production and distribution network.
FMARD regulates the seed industry. Private seed
companies are registered under the Companies Act
and with the NSS.

The National Seed Program recognizesthree main
categories of seeds: breeder, foundation, and certi-
fied seeds. Breeder seeds for both the NSS and pri-
vate seed companies are supplied by the national
agricultural research institutes (NARIs) and the in-
ternational agricultural research centers (IARCs). In
Nigeria, IITA, WARDA, and International Crops
Research Institute for the Semi-Arid Tropics
(ICRISAT) are the main IARCswaorking in collabo-
ration with NARIs to develop breeder seeds. The
NARIs have mandates to work on specific crops for
producing breeder seeds (Table 3). Breeder seeds
from the research ingtitutes are passed on to the NSS
and private companies for foundation seed produc-
tion. Both public and private sector organi zations use
contract growers to produce foundation seed. Certi-
fied seed production is primarily in the domain of
the private sector. Production, distribution, and mar-
keting of seedsin Nigeriais shown in Figure 4.

Public Sector Seed Development—This sector
consists of the government departments or agencies
within the Federal Ministry of Agricultureand Rural
Development whose actions and activities influence
or regulate the seed industry. Activities of this sector
are supposed to facilitate marketing functions and
foster the devel opment of the seed industry. The 1992
Seed Decree established the National Seed Council,
under which four main bodies were constituted to
facilitate the devel opment of the seed industry. These
include the National Seed Service, the Crop Variety
Registration and Rel ease Committee, the Seeds Stan-
dard Committee, and the Department of Training,
Information and Seed Extension.



Table 3. Research Institutes and Their Mandate Crops

Crop Research Institute Location Mandate Crops
IAR Zaria Sorghum, Maize, Groundnut, Cotton and Cowpea
NIHORT Ibadan Vegetable and Horticultural Seeds
NCRI Badeggi Rice and Soybeans
LCRI Maiduguri Wheat and Millet
IAR& T Ibadan ‘Maize
NRCRI Umudike Cassava, Yam, and Irish Potato
IITA Ibadan Cowpea, Yam, Maize, Soybeans and Cassava
ICRISAT Kano Sorghum, Millet, Pigeon Pea, Groundnut
WARDA (c/o IITA) Ibadan Rice

Source: NSS, 2000.
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Figure4. Production and Distribution of Improved Seedsin Nigeria.

Among the responsibilities provided in the Na-
tional Agricultural Seeds Decree of 1992, the NSSis
responsible for the production and distribution of
foundation seeds and monitoring of certified seeds.
Infulfillment of thisfunction, the NSS producesfoun-
dation seed using contract growers and monitors the
production and distribution of certified seed through-
out the country. The certified seed is sold to farmers
through farm-service centers (of the FMARD), agri-
cultural marketing companies of different states,
ADPs, and cooperative societies. Table 4 shows the
uptake of foundation seeds by ADPs in 1999 and

2000. Of the five crops included in the table, only
for cotton, foundation seed uptake increased in 2000
over the 1999 level.

Private Sector Seed M ar ket—Currently thereare
five private seed companies operating in Nigeria
(Table 5). Likethe NSS, the private seed companies
obtain breeder seeds from the NARIsand IARCsin
the country. In addition, the private seed companies
purchase foundation seeds from the NSS to comple-
ment the stocks produced from their own farms or
through contract farmers. Figure 5 describesthe mar-



Table 4. Foundation Seed Uptake by ADPsin 1999 and 2000 (metric tons)

Year
1999 2000
Soybean 6.8 5.2
Groundnut 12.2 7.8
Rice 93.9 51.8
Cotton 302.8 455.6
Wheat 5.5 7.0 (proposed)
Source: NSS, 2000.
Table 5. Private Seed Companies Registered With the NSS, 2000
Company Name Location Type of Seeds Marketed

Premier Seeds (Nigeria), Ltd. Zaria - OP maize, rice, sorghum, cowpea, millet, wheat

- Hybrid maize, and sorghum

- Assorted vegetables
UAC Seed (Nigeria), Ltd. Zaria - OP maize, rice, cowpea, and sorghum
Alheri Seed (Nigeria), Ltd. Zaria - OP maize, and rice

- Hybrid maize

- Assorted vegetables
UT Seed, Ltd. Tenti, Jos | - OP maize, and wheat
Savannah Seed Enterprises Ltd. | Jos - OP maize

- Hybrid maize

Source: NSS, 2000.
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Figureb5. Private Seed Sector Marketing in Nigeria, 2000.




keting system presently operated by the private seed
sector in Nigeria. Each of the companies produce and
market open-pollinated certified seeds of maize and
hybrid maize. Other types of seeds handled by the
companiesincluderice, sorghum, wheat, millet, cow-
pea, and different vegetables.

Total certified seed produced through the NSS and
the private seed companies was only 4,324 tons.
There are no reliable data on the demand for various
seeds either by state or agroecological zones. This
poses a significant problem regarding planning for
the seed sector. Certified seeds produced by the pri-
vate companies enter the market through two main
channels—state and private. At the state level, the
Ministries of Agriculture make bulk purchases from
the companies and sell at subsidized prices to farm-
ers through FSCs. Although each company has de-
veloped its own dealership networks because of
financia constraintsand low demand for seeds, deal -
ership networks are primarily concentrated in urban
areas. Thus, farmers at the village level, where the
seeds are primarily needed, do not have an easy ac-
cess to seeds from the private companies.

Informal Seed Sector—Due to unavailability of
certified seeds at the village level, programs to pro-
duce seeds of high-yielding varieties could be found
in certain communities. Such community-based seed
production and distribution programs focus mainly
on the rapid multiplication and diffusion of specific
seedsamong farmers. The farmer-to-farmer seed dif-
fusion approach is used in such programs. The [ TA
in collaboration with the Kano State Agricultural and
Rura Development Authority (KNARDA) ispromot-
ing the adoption of improved cowpea seedsin Kano
state. Such seeds are not certified; farmers make de-
cisions about the quality and adoption at their own
risk.

Seed M arket Constraints—Constraints affecting
the development of the seed market are as follows:
* Inadequate arrangementsfor seed certification and

quality control.
» Slow release of new varietiesduetoirregular meet-
ings of variety rel ease committee and seed council.
* Inadequate and delayed funding for public sector
institutionsto perform quality control functionsand
research support activities.

« Insufficient resources for training and technical
assistance to contract growers.

 Conflicting rolesfor public sector institutions and
private sector organizations.

« Lack of adherenceto thefunctionsassigned to vari-
ous entities in seed production.

« Discontinuance of financesfor ADPs, thereby pre-
venting them from producing and disseminating
quality seeds.

e Conflicting goals of agricultural development
policy.

e Lack of clarity on intellectual property rights for
developing breeder seeds in the private sector.

* NSS involvement in the foundation seed produc-
tion sends conflicting signals.

 Lack of clarity in the seed pricing policy.

* Lack of credit for farmersand seed dedlersfor busi-
ness development in rural areas.

* |nadequate extension services due to poor funding
of the ADPs.

* Poor rural infrastructures.

D. The CPP Market: Sructure, Functioning,
and Constraints

The procurement and marketing of CCPsin Nige-
ria have always been in the private sector domain
except for supplies of the ADPs and the Japanese
aid-in-kind, KR2. The market and marketing of CPPs
in Nigeria are unorganized and not properly regu-
lated. The trade deregulation has brought all kinds
of traders into the CPP market making it difficult to
determine various market shares and sizes. It isesti-
mated that the private sector agrochemical compa-
nies supply about 70% of the total CPP demand of
approximately N500 million. The total CPP supply
is usually composed of 30% herbicides, 40% insec-
ticides, 15% fungicides, 8% growth regulators and
seed treatment chemicals, and 7% rodenticides,
nematicidesand others. Over theyears, there hasbeen
little growth inthe size (in quantity terms) of the CPP
market.

The CPP market is dominated by eight large com-
panies. Each company has full marketing supports
from their multinational counterpartsin Europe and
America. They are: Chemical and Allied Products
(ICI), Swiss Nigerian Chemical Company Limited
(Ciba-Geigy), National Oil and Chemical Marketing
Company (Shell), BASF Nigeria Limited (BASF),



Unichem Nigeria Ltd (Bayer), Ibachem Nigeria Ltd
(Dow Elanco), NigeriaHoechst (Hoechst), and Rhone
Total (Rhone Poulenc). The structure and distribu-
tion channel for the CPPsin Nigeriaisshownin Fig-
ure 6. The CPP companies supply the Federal
government at the national level that in turn supplies
their field officesin the statesand eventually to small-
scalefarmerseither directly or through the farm ser-
vice centers. At the statelevel, the companiesdirectly
supply state ministries of agriculture, the ADPs, and
established CPP distributors. Theregistered distribu-
tors supply to large-scale farmers either directly or
through their local agentsat theretail level. Itisesti-
mated that by volume, 60% is sold to the large-scale
farmsthrough direct sales by the companiesand dis-
tributors and 40% through government agencies and
ADPsto small-scale farmers.

CPP Market Constraints—The main problems
facing the CPP market in Nigeriainclude:

» Thetediousand incoherent registration procedures
limiting the market to afew companies with prod-
uct loyalty to their parent companies thereby lim-
iting the choice of CPPsin the market.

* Inadequate information on the agrochemical needs
of the country making it difficult for the dealersto
forecast and plan their supplies accordingly.

» Unorganized CPP distribution system with weak
regulatory system resulting in the sale of fake, adul-
terated or out-dated products.

 High cost of capital for procurement and distribu-
tion.

» Low demand as a result of the weak purchasing
power of farmers.

E. Sail Fertility- and Nutrient Management-
Related |ssues

Sail fertility management practicesin Nigeriaare
currently based on information derived from geol ogi-
cal, vegetation and soil maps. On this basis, soils
derived from sandstones have been shown to be low
in exchangeable potassium and phosphorus while
those derived from basement complex and igneous
rocks are likely to be rich in Ca, Mg, K, and trace
elements. Phosphorus deficiency islikely to bemore
widespread and severe in the forest than in the sa-
vanna ecology.

A review of crop responses to fertilizer indicates
that:
1. Responseto N iscommon to all ecological zones.
The magnitude, however, increases from the for-
est to the savanna zone.

Federal Ministry
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A
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Figure 6. Sructure of the CPP Market in Nigeria.




2. When N requirements are met, the deficiencies of
P, K and other elements are likely to manifest
themselves.

3. The severities of nutrient deficiencies are largely
in the following order:

a N > P> K in the forest and forest transition
ZOnes.

b. N > P =K on soils derived from sedimentary
rocks like sandstones.

c. N>P>K =Sinthe savannazone.

4. Pockets of trace element responses, particularly
Zn, B and Fe, arelikely inlight-textured soilslow
in organic matter.

5. Maintenance of soil organic matter isthe key
to soil fertility sustenance.

Other soil fertility-related issues revolve around
improper use of fertilizers (e.g., inappropriate fertil-
izer formulations), suboptimal and untimely appli-
cations, and the lack of quality control regulatory
servicein Nigeria.

Compound (NPK) fertilizer products used in Ni-
geriainclude 25-10-10, 17-5-5+17(Ca), 15-15-15, 20-
10-10+2Mg and 20-10-10 + B+S. However, some of
these formulations are not well supported by sound
agronomic requirements. For example, continued use
of calcium in blended products may upset Ca/Mg
balance in the soil and when used on cotton, islikely
to further aggravate B deficiency by depressing B
uptake. Moreover, continued use of thismaterial may
upset Ca/lMg balancein the sail. It was also reported
that Nigerian farmers are not receiving guaranteed
nutrient contentsin their purchases. Thereisevidence
of underweight bags ex-factory and farmers usually
have no means of verifying if the bags are 1-3 kg
short. Underweight bags therefore are undetected at
the retail level. According to information collected
from dealers, this problem also exists with imported
and locally blended materials.

Ancther problem is the increase in the amount of
fake products reaching the local markets. The mis-
sion was shown samples of fakefertilizers packaged
in the bush usually the day before market days. The
material contained only 14.35% N and traces of P
and K. Thetotal water solubility waslessthan 1.0%.
Such materials are offered at very low prices to at-
tract the farmers. If the Nigerian farmers areto gain
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access to high quality fertilizers and use them effi-
ciently, the fertilizer quality control mechanism and
the regulatory framework of fertilizer laws must be
fortified. Nigeria's current capacity for monitoring
input quality istoo weak to cope with the volume of
inputs being imported into or produced within the
country.

Thelack of facilitiesfor soil testing isanother sig-
nificant constraint. Soil testing isachemica method
of determining adequacy of essential plant nutrients
in the soil. Where soil calibrations have been per-
fected for crops, soil testing saves the farmer the
money used to purchase the fertilizer that is not re-
quired for the crop. At present there are four labora-
toriesfor soil testing in the country. These are grossly
inadequate to meet the expected demand for soil test-
ing that will arise from increased use of fertilizers.
An essentia attribute of soil testing laboratories is
their ability to analyze a large number of samples
within a short period of time so that results meet the
desires and need of farmers. Modernization of exist-
ing facilities, establishment of more laboratories at
more strategic locationsin the country and manpower
development will be essential. Because soil testing
facilities generate externality, they should be devel-
oped and supported through public funds.

[11. Potential of the Private Sector in
Supplying Agricultural Inputs

Considerable untapped potential isavailableinthe
Nigerian private sector to support liberalization and
devel op well-functioning agricultural input markets.
After the liberalization of the fertilizer market in
1997, private sector companies have acquired con-
siderable experience in the management of produc-
tion, importation and marketing of agricultural inputs.
These companies have been making dependable busi-
ness connections with both local and international
financial and market institutions and have established
long-term beneficial and dependable business rela-
tions with local and foreign banking systems. There
is also a considerable potential in the product and
input marketing at the grassroots. Prominent among
the companies and distribution agents currently op-
erating in a competitive agricultural input markets
are:



Fertilizer, seed, and CPP companies engaged inthe
manufacture, importation and marketing of mod-
ern agricultural inputs.

Bulk commoadity companieswith considerable ex-
perience and facilitiesfor theimportation and mar-
keting of bulk commodities similar to fertilizers.
Nigerian importing companies that have depend-
able connections with international suppliers, fi-
nancial institutions, both local and foreign.
State-supported limited liability companies with
considerable potential for improved efficiency and
wider coverage after privatization.

The ADPs, FSCs, community-based farmer groups
and cooperative societies as agents of agricultural
input retailing activities at the grassroots.

However, amore conducive business environment
needs to be pursued to encourage new entrants into
the agricultural input market, thus furthering com-
petition

Fertilizer Production Facilities—As explained
earlier, there were two main government-owned
granulation plants in Nigeria, namely, NAFCON
Onne, Rivers State, and Federal Superphosphate Fer-
tilizer Company (FSFC), Kaduna, Kaduna State.
NAFCON has an installed capacity of 1,000 tpd of
ammonia; 1,500 tpd of urea; 1,000 tpd of NPK; and
586,000 tons blending capacity. However, the NPK
plant has been damaged beyond repair and may there-
fore be scrapped. The NAFCON plant was closed in
1999 and is currently undergoing significant repairs.
The plant is projected to produce at about 60% ca-
pacity after the first phase, increasing to 80%-85%
capacity after the second phase of repairs estimated
to be completed in 18 months.

FSFC hasaninstalled capacity of 100,000 tons of
SSP. The company iscurrently out of production, but
there are plans to compl ete repairs and restructuring
with aloan from Economic Community of West Af-
rican States (ECOWAS) to enable it produce at full
capacity. Both companies are till parastatals of the
Federal Ministries of Industry, but plans are under-
way to privatize them after rehabilitation. When these
plantsarefully rehabilitated and privatized, therewill
be an increase in the supply of fertilizer products,
particularly urea—an essential ingredient for blend-
ing operations. Privatization will increase their effi-
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ciency and cost effectiveness while their operations
will be more competitive and transparent. The drive
to be competitive and maximize profit will encour-
age them to further expand their distribution chan-
nels, undertake promotional activities, and render
moreintensive marketing servicesto farmers. There
are plans to install four more granulation plants of
the capacity of NAFCON and two more similar to
that of FSFC. In fact, the foundation stone of
NAFCON Il waslaidin 1998, but construction work
was suspended for unknown reasons. The resultant
effects of all these effortsisto increase the potential
for increased capacity utilization, reduce the cost of
production, supply cheaper fertilizer products to the
Nigerian market, and create effective demand for
local consumption and export.

Bulk Blending Plants—There are 19 bulk blend-
ing plants of varying capacities located in different
parts of the country. Six of these are privately owned
whilethe otherswere established by Federal and State
governments. In contrast to six blending plants in
1994, liberalization of the fertilizer sector hasled to
asignificant increase in both private and public sec-
tor blending plants. As the process of liberalization
advances and as the business environment becomes
more conducive, increased commercialization or
privatization, particularly of the state owned blend-
ing plants, may occur. There are positive indications
that existing plants will expand their scale of opera-
tions while prospective investors will be attracted to
the bulk blending business.

There are other fertilizer companies that are cur-
rently involved in the production, importation, and
marketing of fertilizers. Most of them indicated their
willingnessto continuein operation, establish amar-
keting organization to distribute and sell their prod-
ucts under a liberalized system, provided the
environment ismade morefriendly. NAFCON, Dan-
Hydro, and Golden Fertilizers have in fact set up
marketing channels to distribute and sell fertilizer
products after the government withdrew from fertil-
izer operations. F & C and Morris have also begun
implementing a marketing organization to distribute
and sell their products. Because of the public sector
monopoly in distribution of inputsin the past, these
companies have had little experience in developing
marketing networks and infrastructures. However,



with adequate training and technical assistance, they
could also become good marketers.

Seed M arket—Asindicated earlier, therearefive
main private sector seed companies in Nigeria. Be-
cause of the nonconducive policy environment and
other technical and financial constraints, these com-
panies have not been able to devel op marketing out-
lets in rural areas. However, considerable potential
exists for more seed companies to emerge if the en-
vironment could be made more conducivefor invest-
ment through the enactment of regulatory laws;
effective quality control mechanisms; and the estab-
lishment of wholesale and retail outlets. The forma-
tion of the National Seed Association will represent
a potent vehicle for regulating the seed industry in
Nigeria. Liketheir fertilizer counterparts, these com-
panies also lack experiencein devel oping dealer net-
worksand will need training and technical assistance
to build integrated dealer networks.

CPP Market—There is a large market for agro-
chemicalsin Nigeria. Themarket, dominated by eight
large companies was estimated to be N500 ($12 mil-
lion) in 1997. These agrochemical companies con-
trol 70% of the market for agrochemicals. They have
full marketing support from their international affili-
ates. However, due to extensive deval uation and de-
creased agricultural activities, many of the
multinational agrochemical companies|eft the coun-
try. However, as indicated in the Petroleum Trust
Fund (PTF) agrochemical contractors list (Table 6),
many more Nigerian agrochemical companies have

Table 6. PTF Agrochemical Contractors (1998)

Rhodia I\Tig Ltd

C. Zard & Company Ltd
Novartis Nig Ltd

Candel Company Ltd

Dizengoff W.A Ltd

Saro Agrochemicals Ltd
Nigerian-German Chemicals Plc
Henkel Chemicals Nig Ltd
Chemicals & Allied Products Plc
Gaskiya Chemicals Nig Ltd

=] O 0| 0] N O A B WD

s

CPL Industries Ltd
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entered the business to fill the gap created by the
departure of the multinational companies.

There is no doubt that the potential for CPP mar-
ket development existsin Nigeria. The multinational
companies that withdrew from Nigeria will find it
most compelling to re-enter the market either directly
or through their Nigerian counterparts. The Agro-
chemical Association of Nigeriawas formed to con-
sider the interest of the members—manufacturers,
importers, distributors, local marketers, and users of
agrochemical products. The establishment of this
association will further enhance the performance of
the sector and serve to attract new entrants in the
business.

Capacity for Imports and Marketing of Agri-
cultural Inputs—Many companies have been sup-
plying fertilizersto governmental agenciesinthe pagt,
and many more have demonstrated capacitiesto sup-
ply through imports. Largefertilizer companies, such
as Golden Fertilizers, Dan Hydro, Fertilizers and
Chemicals, and NAFCON, have capabilities to im-
port fertilizers on alarge scaleto benefit from econo-
mies of scale. However, these companies will need
support in terms of having access to finance for im-
ports, letters of credit, and networking in the global
market.

Many agricultural input companies have estab-
lished or are planning to establish wholesale and re-
tail marketing structures in their command areas.
However, many of them depend largely on the mar-
keting infrastructure and facilities provided by state
limited liability companies such as the Banchi State
Agricultural Company (BASAC), the Farmer Sup-
ply Company (FASCOM), Kano Agricultural Sup-
ply Company (KASCO), and the Farmer Supply
Company, Katsina (FASCKT) in Bauchi, Kaduna,
Kano, and Katsina States, respectively. Similar agri-
cultural input companies exist in the southern parts
of the country. These companies have long years of
experience, trained staff, storage capacities and mar-
keting skills to manage the marketing of all agricul-
tural inputs. Plans are being made to privatize these
companies to make them more efficient and profit
oriented. If and when this happens, expanded market
outlets will be created to absorb the products of ex-
isting and emerging agricultural input companies.



Most of the companies also use the FSCs as their
retail outlets. Many states have also established prod-
uct marketing and input retailing cooperativesto pro-
vide serviceto their members. Oyo State, for example,
has 99 such societies, each having approximately 50—
100 members.

A recent development in retailing activity isthe use
of community-based farmer groupsthat act as agents
to distributors of agricultural inputs in Kano State.
The United Nations Development Program (UNDP)
and many other NGOsarevigoroudly promoting com-
munity-based farmer groups as agents of change,
technology transfer, and agricultural input market
development. All these facilities and organizations
could be strengthened to devel op efficient and sus-
tainable agricultural input marketsin Nigeria.

V. Constraintsto Effective
Private Sector Participation

It was explained in the previous section that the
private sector has a considerable latent potential to
supply inputs efficiently and cost effectively. How-
ever, due to severa constraints, this latent potential
has not been realized. These constraints can broadly
be divided into three groups:

A. Macropolicy constraints
B. Market development-related constraints
C. Technical constraints

A. Macropolicy Constraints

Macropolicy constraints and issues deal with cre-
ating an enabling environment for market develop-
ment. A conducive environment is essential for
promoting the development of input markets. Vari-
ous stakehol ders and the assessment team identified
several constraints, which make the environment
nonconducive for private sector participation in in-
put markets. Macroeconomic instability and its as-
soci ated manifestations—depreciating exchange rate,
inflationary pressures, and high interest rates—have
generally discouraged the private sector from mak-
ing the necessary investments. The value of Naira
has depreciated from N8/US $in 1990 to over N100/
US$ in the year 2000. The depreciating Naira not
only increases the local currency costs of imported
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inputs but also discourages importers from making
necessary investments for import commitments be-
cause it introduces uncertainty and risksin potential
returnsoninvestment. Importsof agricultural inputs,
especialy fertilizers, are capital intensiveand require
along gestation period. It takes about 3-4 monthsto
receive deliveries after ordering inputsfrom the glo-
bal markets and another 6-9 months to recover in-
vestments from farmers. Thus, one has to commit
resources for nearly one year. Any depreciation of
the currency after placing orders can lead to high
prices and low demand resulting in excessiveinven-
tories. High interest rates (25%-30%), stringent col-
lateral requirements, and 100% down payment for a
letter of credit (LC) maketheimport of fertilizersan
extremely risky business. Therefore, many private
sector participantsinvest in high turn-over and low-
gestation period commaodities like electronics and
other consumer goods. Stabilizing the value of cur-
rency and reducing interest rates are essential to en-
courage the private sector participation in input
business.

Poor infrastructures, especialy rural roads, have
led to the concentration of input dealersin urban and
semi-urban areas. Consequently, farmers have to
travel 30-40 km to buy seeds, fertilizers, and other
agrochemicals. Such distances not only add to trans-
action costs but also discourage farmers from adopt-
ing productivity-enhancing technologies. Congestion
at the port further addsto the cost of imported fertil-
izers. The absence of banking officesin the country-
side also discourages the development of retail
networks because traders have no access to safe de-
posit of currency and other valuables resulting from
trading activities. |solated rural communities due to
lack of roads and communication facilities have cre-
ated fragmented output markets. The lack of integra-
tion of output markets results in low prices for the
produce in the local community and reduces incen-
tive for the adoption of new technologies. The de-
velopment of well-functioning crop output markets
(maize, rice, cowpeas, soybean, sorghum, millet,
fruits and vegetables, etc.) is essential to promote
input markets.!

1. FGN has recently completed a study on improving output
marketing in Nigeria. The recommendations of the study are
under discussion.



Physical insecurity to life and property is another
critical constraint to the deeper penetration of dealer
networks in rural areas. Due to the fear of being
robbed, small dealers are hesitant to invest in large
stocks of fertilizersand other costly inputsand leave
them in the villages. Bank robberies and armed as-
saults on traders further discourage investment in
input market development in rural areas.

B. Market Development-Related Constraints
Unlike macropolicy constraintsthat affect the over-
all environment in which various markets function,
market development-related constraints impinge di-
rectly on marketing activities and functions. Policy
uncertainty isthesingle most critical constraint dis-
couraging private sector participation in seed and
fertilizer markets. Policy uncertainty iscompounded
by policy instability and policy inconsistency. Ad hoc
changes in input distribution and pricing policy in
recent years have |eft the private sector bewildered
and unenthusiastic, if not lost. For example, in 1997,
fertilizer distribution was liberalized and fertilizer
subsidieswere removed. This policy change encour-
aged the private sector participants (traders and blend-
ers alike) to make the necessary investments in
developing fertilizer business. In 1999, the FGN an-
nounced a25% subsidy on fertilizersand forced many
fertilizer dealersto supply fertilizersin various states
and local government areas below the cost of acqui-
sition. This experiment was a half-hearted success
and thereforein the year 2000, FGN withdrew subsi-
dies and granted concessionsin the form of tariff re-
moval (5% on fertilizer imports). However, this
policy change at the federal level was partialy nulli-
fied by some state governmentswho introduced sub-
sidies in their states. To implement subsidies at the
state levels, some states bought fertilizers directly
from importers and blenders and thereby “crowded
out” the private deaers from getting the necessary
supplies for their customers. Since agriculture is a
state subject and stateshave thefull freedomtoimple-
ment any policy that they wish to, one cannot criti-
cize the state governmentsfor subsidizing fertilizers
or other inputs. What is at stake is the uncertainty
their actions create for the private sector business
planning. To reduce uncertainty, state governments
should announce in advance the quantity of fertiliz-
ers and seed they are likely to purchase from the
market so that importers and blenders can ensure
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adequate supplies for both state governments and
private dealers. Unless al states follow a uniform
subsidy policy, fragmented state-level subsidies may
encourage cross-border |eakage. Fiscal sustainability
of subsidiesfrom the state budgetsis doubtful; many
states are not as endowed with resources asthe FGN
was, and even FGN was not able to sustain fertilizer
subsidies and make them reach the truly needy farm-
ers. Thus, budgetary constraints may compel the
states to phase out subsidy in the not-too-distant
future.

The lack of human capital is another constraint
preventing the active participation of the private sec-
tor. Skills needed for management, business planning,
marketing, forecasting demand and supply, and tech-
nical knowledge about seeds, fertilizers, and CPPs
are lacking at all levels below the importers and
blenders. Because most blenders and importers are
concentrated in urban areas, thereisadearth of dealer
networksin the countryside. Few large-scale dealers
have established downstream retail networksfor two
reasons. First, they operated in the sheltered market
in the past where the Federal government used to
purchase all seed and fertilizers for distribution to
farmers. Second, contract enforcement mechanisms
are still weak in Nigeria. One large-scale company
sold fertilizers on credit to dealers but ended up in-
curring heavy losses dueto poor loan recovery. Con-
sequently, most wholesalers do not sell fertilizerson
credit to retailers; they practice a “cash and carry”
system. In a country where access to finance is pro-
hibitive, a*“cash and carry” system may be good for
the large-scale risk-averse enterprises, but it is not
good for devel oping well-functioning markets. Sub-
stantial improvements will be needed in both con-
tract enforcement and access to finance for business
development. A large-scal e program of human capi-
tal formation will be required to make input markets
perform efficiently.

Theabsenceof regulatory frameworksfor qual-
ity control and truth-in-labeling and for preventing
the formation of monopoalies is another obstacle to
private sector participation. The withdrawal of FGN
from marketing and distribution without adequate
mechanismsfor quality control and truth-in-labeling
has resulted in adulteration and low quality products
inthe market. In some cases, unscrupul ous profiteers



have marketed fake products (products having less
than 1% water-soluble nitrogen) in brand name bags
(NAFCON and F & C). Likewise, lack of regulation
and monitoring has resulted in the sale of out-dated
pesticides. To promote healthy marketing of inputs,
enforcement of quality and standards is an essential
desirable governmental activity.

Thelack of accessto finance and market infor -
mation (about global, regional, and nationa markets)
for business development also prevents the growth
of the private sector involvement in the input mar-
kets. Obtaining finance for imports or business de-
velopment for a new entrepreneur is almost
impossible. Thelimited efforts at technology trans-
fer restrict the devel opment of the market by restrict-
ing the demand. Although SG-2000 is doing a
commendablejob of educating and demonstrating the
adoption of new technologies, its efforts are limited
to apilot scale. The government must support tech-
nology transfer activities on a large scale to create
demand for inputs and market development.

C. Technical and Input Specific Constraints

Several technical factors have also prevented the
growth of input marketsin Nigeria. Some of theim-
portant ones are as follows:

e The lack of soil testing facilities and appropriate
fertilizer recommendationsrestrictsthe demand for
and supply of blended fertilizer products.

Lack of a market and management information
system for guiding policy formulation, implemen-
tation, and business planning.

The delaysin releasing the seed varieties for vari-
ous crops slow down the development of the pri-
vate seed industry.

Thelack of training for contract growers prevents
many able farmers to produce quality commercial
seed for the market.

Thesale of out-dated cheap agrochemicals* crowds
out’ the honest and quality-conscious dealersfrom
business.

Inadequate funding support to NSS and NARIs
restricts the supply of breeder seeds for various
crops.

15

V. Strategy for Developing Efficient I nput
Markets. A Holistic Approach

Nigeria's moveinto liberalization of the fertilizer
distribution system was ad hoc, sudden, and ill pre-
pared. The necessary preconditionsrecommended by
the 1994 |FDC study were not properly implemented.
In addition, adequate institutional capacity needed
to make marketsrun efficiently wasnot created. Years
of neglect and distrust have left the private sector
handicapped to perform efficiently. It requires genu-
ine support and encouragement to build the neces-
sary human capital and develop marketing
infrastructures and supporting institutions. The fer-
tilizer market remains underdeveloped and frag-
mented. It may be premature to draw conclusions
from the half-hearted experience of the 1997-2000
period of liberalization. Building well-functioning
markets requires time and resources.

To strengthen the functioning of liberalized mar-
kets, actions and policy measures are needed in sev-
era areas including policy reform, human capital
formation, financial markets, regulatory frameworks,
technology transfer activities, market information,
output market development, and macropolicy issues.
Several of these actions should be undertaken in a
holistic manner so that synergistic effects could be
realized.

A. Create a Conducive Macropalicy
Environment

Macroeconomic instability resulting from the de-
preciating exchange rate remainsthe single most im-
portant macropolicy factor that inhibits the growth
in fertilizer use and the development of input mar-
kets. Suitable monetary and fiscal policies should be
instituted to stabilize the value of domestic currency
so that unnecessary risks in devel oping import busi-
ness and domestic production of inputs could be
minimized.

The development of physical and financial infra-
structures and crop output marketsin the rural areas
should receive priority in development programs.
These developments are essential to link input and
output markets and promote more economic interac-
tions between rural and urban areas. More signifi-



cantly, such developments reduce transaction costs
of input supply and enhance output prices for farm
produce, thereby creating a double incentive for the
promotion of input markets. Ensuring security of
property and life in rural areas will aso add to the
devel opment of the agricultural sector in general and
input markets in particular.

B. Declare and Adhereto a Consistent Input
Marketing Policy

Ad hoc and inconsistent policy pronouncements
and proclamations of the past have left the private
sector leery of the FGN intention. To restore confi-
dence in the liberalization policy, the FGN should
enact legidation about the “Freedom of Marketing”
to demonstrate its support and commitment for the
liberalization policy. The legislation should clearly
state that the FGN will not interfere in marketing or
distribution of inputsin any way, nor will it interfere
with the pricing of inputs. Moreover, it should also
include FGN support for building necessary market-
ing infrastructures.

The present seed laws should be reviewed to fo-
cus attention on seed pricing policy that encourages
competitive market growth. This should also focus
on the harmonization of functions of participating
organizationg/ingtitutions to avoid overlapping and
duplication of efforts. In addition, intellectual prop-
erty rights should be granted for privately developed
lines while avoiding monopoly of foundation seeds.

C. Build Human Capital for Market
Development

The modern input business is highly skill inten-
sive. To create the necessary cadre of dealers at all
levels—import, wholesale, and retail, large-scale
training and technical assistance programs should be
implemented. Such programs should focus onimpart-
ing necessary business and technical skillsto people
(men and women) who want to develop input busi-
ness in the rural and urban areas. Technical training
programs should also be organized for farmers who
want to produce commercial (certified) seed. In this
context, NSS's training and technical assistance ca-
pabilities should be strengthened. Short-term repeat
training programs for dealers and farmers must be
conducted throughout the country. Human capital
should also be built in the public sector to strengthen
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the implementation of regulatory and quality control
laws and to develop and operate market information
systems. During theinitial phase of market devel op-
ment, the FGN should shoulder this responsibility
because such services are of “public goods’ nature,
and private entities are unlikely to undertake such
functions.

D. Improve Access to Finance

Technical and business skillsare necessary but not
sufficient to devel op input business enterprises. Ac-
cess to finance is indispensable because finance is
the lifeblood of any business activity. Given the dis-
tortionsinthefinancial marketsin Nigeria, thereisa
need to create an Agricultura Inputs Business De-
velopment Fund (A1BDF) so that thetrained, viable,
and creditworthy dealers can have access to finance
to develop input business. Such a fund should be
managed by a commercia bank with the provision
that the fund will be used as a credit guarantee fund
in extreme cases of default. To prevent the forma-
tion of monopoliesor oligopoliesin fertilizer imports,
competition should be promoted by training a new
cadre of importers and dealers and by strengthening
the skills of existing and prospective importers and
dealers who will have access to global markets and
lower prices. For such importers, access to foreign
exchange, especially access to an LC, should be
strengthened by creating an Agricultural Inputs Im-
port Fund (AllF). Currently, asindicated earlier, com-
mercia banks require 100% down payment for an
L C guaranteeing the payment. Such requirementsare
inimical to business development. In most countries
in Asia, commercia banks require only 30% down
payment for an LC. To encourage the import busi-
ness, atripartite risk-sharing arrangement should be
developed, so that theimporter, the commercial bank,
and the AIIF share risks in the ratio of 30%, 40%,
and 30%, respectively. Mechanismsfor making credit
available to farmers should al so be strengthened.

E. Develop and Implement Regulatory
Frameworks

Quality control and anti-monopoly measures are
essential for well-functioning input markets. Initially,
FGN should take a lead in developing and imple-
menting these measures and system. Gradually, these
functions could be performed by agri-input dealers
association and seed growers' association. Training



and technical assistance should also be provided to
build such associations.

F. Develop MIS
The establishment of an efficient MISisanindis-

pensable component of any successful market reform

program. The MIS should be designed to monitor

and evaluate the results of each step of the imple-

mentation process. Among other elements, coverage

of the MIS should include:

1. Domestic production, imports, sales, exports and
stocks of production plants and distributors.

2. Factory-gate prices and world market prices of
different inputs at different times

3. Farm-gate prices of different inputs and outputs
in different locations.

4. Supply and demand for different inputs at differ-
ent locations.

5. Sales and price trends of different inputs.

6. Input-output data for different crops in different
agroecological zones, etc.

G. Promote Technology Transfer Activities

Modern agriculture is science based and knowl-
edge intensive. To educate farmers about new tech-
nologies, widespread farm demonstrations should be
conducted. In this respect, the work conducted by
SG 2000 in collaboration with the Ministry of Agri-
culture in Kano and other states should be strength-
ened. To improve the efficiency of fertilizer use,
farmers should have effective access to soil testing
facilities and knowledge about fertilizer
recommendations.

Public sector agenciesresponsiblefor research and
extension must be adequately funded. Also, the per-
sonnel should be adequately trained and motivated.
The ADPsand farmers’ supply companies should be
reactivated to enable them to facilitate technology
transfer and input delivery to farmers.

H. Srengthen Technical and Monitoring
Capacity for Promoting Private Sector Seed
Market Development

During the last few years, national capacity for
agricultural research and for agricultural inputs, par-
ticularly for breeder seed production, has been al-
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lowed to deterioraterapidly. NSS's capacity for qual-
ity control and monitoring, training, and technical
assistance for seed production has also suffered sig-
nificantly. There are considerable delays in releas-
ing new varieties. To promote the development of a
healthy private sector-based seed industry, additional
resources should be targeted to revitalize national
research capacity, linkages with international agri-
cultura research centers, and NSS capacity to sup-
port foundation seed production.

Seed Certification and Quality Control—Devel-
opment of a dependable seed certification and qual-
ity control program is required to boost activities of
private sector seed companies. There is a need for
satellite seed testing laboratories across the country
to work in concert with the main laboratory at NSS
in Abuja. Quality control standards should be a ma-
jor pre-occupation of the NSS. However, the NSS
will regquire both technical and financial assistance
to fulfill this role. To enable NSS to function effi-
ciently, it may be necessary to evaluate the need for
NSS to be an autonomous unit within the FMARD.
Such an evauation should also focus on redefining
theroles of the NSS to support the development of a
viable private seed industry in Nigeria.

Variety Release M echanism—The slow pace of
the new variety rel ease mechanism can be addressed
through a participatory variety selection processin-
volving farmers and researchers. This method con-
fersthe definition of what is an acceptableimproved
variety on the users. After two years of on-farm test-
ing, the farmers themselves can select a desirable
variety that then goes immediately into nationally
coordinated testing. It is expected that the process
can reduce the time lapse for the release of avariety
to about three years after emerging from replicated
advanced yield trials.

Resear ch Policy and Property Rights | ssues—
To stimulate investment in developing more supe-
rior seed varieties, there is a need to reassess the
research funding mechanism with the aim of devel-
oping astrategy for introducing intellectual property
rightsin plant breeding. Such assessment will include
both technical and legal issues.



V1. Action Plan for
Developing Input Markets

The development of well-functioning agricultural
input markets requires a public-private sector part-
nership. Itisnot an either-this-or-that sector approach.
Both sectors have to work hand-in-hand to realize
potential benefits of each one’'s comparative advan-
tages. Similarly the management of the transition
from public to private sector driven agricultural in-
put market and the phasing and prioritization of the
various component activities will to a large extent
determine the efficiency and sustainability of the
system. A badly managed transition program can lead
to achaotic and inefficient supply system, whereasa
well-managed transition program can result in an ef-
ficient and sustainable system. Therefore, it is nec-
essary to develop an action plan and implementation
strategy for an effective and efficient input market
development.

For maximum effect, the primary focus of the
Action Planisontheissuesrelated to the supply side
of the input delivery system. Measures for promot-
ing of input use (demand) through technology trans-
fer, credit to farmers, output market, infrastructure
development, exchange rate stability and financial
sector restructuring will complement strategies for
promoting the supply side and further improve the
functioning of the input markets.

Phase |: Short Term—Stakeholders Workshop

A Stakeholders Workshop was organized on Oc-
tober 19, 2000, in Abuja. It was designed to discuss
the assessment report and validate the recommended
strategy for input market development and to build
consensus among stakeholders about the proposed
recommendations.

The workshop was attended by over 110 stake-
holders—policymakers, donors, private sector par-
ticipants, bankers, farmers, and NGOs.

The keynote address by Ambassador (Dr.) Hassan
Adamu, Honorable Minister of Agriculture and Ru-
ral Development (Annex 1) stressed the need for
undertaking efforts to strengthen the reform process
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and promote a private sector-based input supply sys-
tem as follows:

Although the current policy has liberalized
the fertilizer subsector, it is still absolutely
necessary that the government hasto provide
a conducive policy environment for al the
stakeholders.

The aim is to pave the way for developing
sound policy on fertilizer and other agricul-
tural inputs in Nigeria and greater involve-
ment of the private sector in the supply of
inputs and enhancing distribution systems
throughout the country.

The workshop delegates endorsed the policy and
program measures proposed by the assessment team.
The summary of discussions at the workshop isin-
cluded in Annex I11.

Phase I1: Medium-Term—Enactment of
L egislation about the Freedom of Marketing
During the medium term, FGN should enact legis-
lation about the freedom of marketing of agricultural
inputs. The purpose of such legisation is to ensure
the private sector that FGN supportsthe devel opment
of a private sector-based input marketing system in
Nigeria

Phase I11: Long-Term—Capacity Building
Activities

During the long-term, capacity building activities
related to human capital development, regulatory
frameworksand market information systems, creation
of input development funds, strengthening of FFD,
NSS and national research institutes, and technol-
ogy transfer should be undertaken.

Implementation of the Action Plan

A long-term project should be designed to imple-
ment the activities proposed in the Action Plan. The
project should clearly prioritize the implementation
of activities and the roles various stakeholders (na-
tional and international) will play in the implemen-
tation of the project.



VII. Linkages With USAID/Nigeria’'s
Strategic Objectives

The proposed Action Plan will contribute directly
to the achievement of USAID/Nigeria's Strategic Ob-
jective (SO) 2: “ Strengthen the institutional capacity
for economic reform and enhance capacity to revive
agricultural growth” (Figure 7).

SO-2 will strengthen Nigeria sinstitutional capac-
ity for economic reforms and enhance its capacity to
revive agricultural growth. This objective supports
Nigerian sound budgetary and audit processes and
the development of an action plan to revive the agri-
cultural sector and ensures economic empowerment
of lower income farmers, especially women. More
specifically, the proposed Action Plan will contrib-
ute to Intermediate Result 2.2, “Private sector en-

abling environment enhanced, with emphasis on
agriculture.”

The activities proposed will directly address the
factors that constrain the effective participation of
the Nigerian private sector in the agricultural inputs
market. The assessment report hasidentified anum-
ber of those constraints in three general areas. mac-
roeconomic policy constraints, market development
constraints, and technical constraintsand issues. The
activities proposed, when considered together, con-
stitute a holistic approach. Such an approach will si-
multaneoudly create asupportive policy environment,
build human capital, improve access to finance for
suppliersand users of agricultural inputs, implement
effective regulatory systems, develop a market in-
formation system, and generally strengthen agricul-
tura technology transfer to farmers.

GOAL: Assist Nigeria's Transition to Economic, Social and Political Stability
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E-mail: saingawa@yahoo.com
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Annex 11

Keynote Address by the Honour able Minister of Agriculture and Rural Development,
Ambassador (Dr.) Hassan Adamu, at Stakeholders Workshop on the National Consulta-
tion on Developing Sustainable Agricultural Input Supply System in Nigeria Holding at

Nicon Hilton Hotel, Abuja, October 19", 2000

The Special Adviser to the President on Food Security,

The Permanent Secretary, FMARD,

The Representatives of the United StatesAgency for International Devel opment (USAID), Washington DC,
The Representative of Sasakawa Global, 2000,

The Team Leader from the International Fertilizer Development Center (IFDC), Muscle Shoals, Alabama,
USA,

Directorsin the Federal Ministry of Agricultural and Rural Development,
Representatives of the Organised Private Sector,

Representatives of the Farmers' Union/Federation,

Representatives of Financial Institutions and Agencies,

Representatives of various Agenciesinvolved in Agricultural Inputs activities,
Members of the Press,

Participants,

Distinguished Ladies and Gentlemen.

1. Itismy pleasure and privilege to address this gathering of Distinguished Stakeholders in the Agricul-
tural Input marketsin Nigeria. My pleasure stemsfrom thefact that we are going to discuss an important
aspect of Agriculture—the aspect of Inputs Supply and Distribution. Thisworkshop could not have been
held at a more appropriate time than now and | want to first of all take this opportunity to thank the
United States Government for theinterest it has shown in our Agricultural Devel opment efforts through
USAID. | recall aso the recent visit of some United States Department of Agriculture (USDA) Experts
to Nigeriawith similar objective. Thisiswhat it should be particularly as the existing cordial relation-
ship between both countriesis expected to significantly improve based on the new democratic setting in
Nigeria. Both countries now share similar views on many issues including Agricultural development
and it is hoped that the outcome of these recent interactions/studies/'workshops would be of special
blessing and benefit to both countries.
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2. Agricultural inputs such as seeds, fertilizers, Agro-chemicals etc. are key ingredients for increasing
agricultural productivity and their introduction and use have played a pivotal role in the country’s agri-
cultural development. Although the current policy has liberalised the fertilizer sub-sector, it is still
absolutely necessary that government has to provide conducive environment for all the Stakeholders to
enhance the growth and development of its production and usage.

3. Todate, anumber of policies have been put in place to make all Agricultural inputs available to Farmers
at the right time, right place and at affordable prices with varying degrees of success. The Federal
Government of Nigeria has been spending huge amount of money on agricultural inputs, especialy
fertilizers, every year. 1n 1999, for example, the Federal Government purchased fertilizersworth about 3
billion Nairaand allocated to State Governments for distribution to farmers. However, the distributions
were not without some problems in the States as cases of inflated prices, politicization, etc. were re-
ported. Also, most of the State Governorsdid not account for thefertilizersthey collected in 1999. Inthe
light of the aforementioned, the Federal Government decided to support the fertilizer prices at source,
hence the charging of zero custom duty and VAT on the commodity. The effect of this zero duty isyet to
be fully felt because there had been cases of unexpected risein fertilizer pricesin the States.

4. The essence of thisworkshop | understand, is to discuss the findings and recommendations of the study
on “Agricultural Inputs Marketsin Nigeria: An Assessment and a Strategy for Development” by IFDC/
[ITA/WARDA sponsored by FMARD, USAID and SG 2000. The aim is to pave way for developing
sound policy on fertilizer and other agricultural inputsin Nigeriaand greater involvement of the private
sector in the supply of inputs and enhancing distribution systems throughout the country.

| therefore expect the deliberations to include but not limited to:

« ldentifying constraints to supply and distribution of agricultural inputs as related to policy and
market information and suggest measures to alleviate such constraints.

« Assisting all the stakeholders to clearly understand their relevance by bringing out realistic and
definite strategies for proper sequencing and phasing for implementation of suggested measures.

« Clarify the individual stakeholders' contributions, role and responsibilities towards a successful
implementation of your recommendations.

5. The support of Government towards hosting of thisworkshop isin realization of the need to practically
demonstrate its readiness to address the modalities of making sure that agricultural inputs of good qual-
ity especidly fertilizers are in the markets in sufficient quantities and they reach their end-users— THE
FARMERS. Government is no longer interested in projects that are not sustainable and therefore the
need to carry all the stakeholders along in channeling the course and direction of any project. Thisidea
isin linewith the modern concept of participation whereby beneficiariesand all interest groups (i.e. key
players and stakeholders) activity influence the design, direction and execution of projects, rather than
merely receiving a share of the project benefits.

6. Theinvolvement of all the stakeholdersin this discussion has numerous advantages. Firstly, the partici-

pation from the on-set would definitely improve the design of any project that may emanate asaresult of
these deliberations. Secondly, the involvement of all stakeholders would increase the social acceptabil -
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ity of any proposed project and thereby making all to willingly contribute their quota towards execution
of the project activities.

Whilethis Government isvery well disposed to fulfilling its obligationsto Nigerians most especially our
cherished farmers who constitute the largest majority every effort should be made to proffer fool-proof
solutions to such identified problems among which are:

« distribution network in the States, Local Government Areas and Wards,

« credit to farmers to procure the inputs;

« fake or adulteration of fertilizers, herbicides, pesticides and other Agro-chemicals; and

* high prices of the inputs most especialy fertilizers.

The issue of subsidy in agriculture particularly on fertilizer had been discussed in many for a and it
would be difficult to ignore thisin our present day Nigeria. Oursis a listening Government therefore
whatever solutions that thisforum would proffer to achieve our objective of making these inputs readily
available, affordable and sustainable, | can assure you Government would be willing to consider them
accordingly.

To enable ustackle the problem of adulteration of fertilizersaswell, my Ministry is presently compiling
alist of all fertilizer suppliersto facilitate quality monitoring in conjunction with Standards Organi sation
of Nigeria(SON). Itisalso envisaged that adequate legislation would be put in place to check adultera-
tion and thus making it a punishable offence to market fake or adulterated fertilizers or any other Agri-
cultural input for that matter.

10.1 would like at this juncture, to urge all the participants at this workshop to ponder over some critical

11.

issues, whichto my mind could facilitate the fashioning-out of appropriate supply and distribution mecha-

nism to make the inputs reach the farmerswithout distortion and also how accountability can be ensured

in the distribution system:

* Greater involvement of the private sector in the supply of inputsand related servicesin an efficient and
reliable manner.

* Suitability, adequacy and efficiency of the organisational arrangements of public, private and NGO
enterprises involved in marketing and distribution of inputs.

| expect the outcome of thisworkshop to throw more light into these questions and come up with appro-
priate and suitable recommendations.

| want to convey the sincere greetings of the President, Chief Olusegun Obasanjo, GCFR, to this work-
shop. | want again to thank the United States Agency for International Development and Sasakawa
Global 2000 for their cooperation support, understanding and facilitation for this workshop.

I look forward to receiving the proceedings of the workshop as soon aspossible. | wish all of you fruitful
deliberations.

12. Thank you all and God Bless!
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Annex |11

A Report on the National Stakeholders Workshop on the
Agricultural Input Marketsin Nigeria:
An Assessment and a Strategy for Development

PREAMBLE

Agricultural Development in Nigeria cannot be achieved without adequate attention to input situation
in the country.

Over theyears, various attempts have been made by the government single-handedly and in conjunc-
tion with various International Development agencies to address the inputs problems in the country.

The United States Agency for International Development (USAID), through the International Fertil-
izer Development Center (IFDC), WARDA and IITA in its contribution to the development of the
Agricultural sector in Nigeria, liaised with the FMA&RD and constituted a team that undertook a
critical study on“The Agricultural Input Marketsin Nigeria. An assessment and astrategy for Devel-
opment.”

The team visited some states of the country with aview to:
i. Reviewing the structure and functioning of the agricultural input markets.

ii. Assessing the potentia of the private sector to supply agricultural inputs efficiently and in a
sustainable manner.

iii. Identifying constraints to the private sector participation in input markets.
iv. Developing programsand policiesfor strengthening the functioning of Agricultural input markets.

The team visited over 200 stakeholders that included farmers, input dealers, bankers, state-owned
enterprises, NGOs, policy makers and donor agencies.

The essence of the stakeholder’s workshop therefore was to discuss the findings and recommenda-
tions of the study.

The study team membership wasdrawn from IFDC, I TA, WARDA, the office of the Special
Adviser to the President on Food Security and FMA&RD, while the workshop was spon-
sored by FMARD, USAID and SG-2000.

The participants to the workshop were drawn from the farmers' groups, agro-input dealers,
seed producers/companies, agro-chemical manufacturers, fertilizer manufacturers/dealers, the
banking sector, NGOs, policy makers, donor agencies, Research Institutes/Universities and
the public sectors.
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2.3

24

2.5

OPENING CEREMONY

Various government dignitaries, representatives of the International Development agencies
and the private sector graced the opening ceremony.

Among the dignitaries were the Honourable Minister of Agriculture and Rural Devel opment
represented by the Honourable Minister of State for Agriculture and Rural Development —
Chief Chris Agbogu, the Permanent Secretary — FMARD — Alhaji Umar Alkaleri, Director
FDA — Mr. O.A. Edache, Head of Unit — PCU — Dr. SAA. Ingawa, the Special Adviser to
President on Food Security, represented by Dr. Ramadan Giwa, the Director USAID, Team
leader — IFDC — Dr. Balu Bumb and a host of others. A total of 112 participants were at the
workshop.

Welcome Address by the Permanent Secretary (FMARD)

The Permanent Secretary (FMARD) formally wel comed the participantsto Nicon Hilton, the
venue of the workshop. He expressed delight at the turnout, noting that it was an indication
of indepth concern for the growth of the Agricultural sector in Nigeria

He especially thanked the International Devel opment agenciesfor their concernin the devel-
opment of agriculture in Nigeria. He promised the support of the Nigerian government to-
wards achieving this noble mission.

The Permanent Secretary concluded by charging the participants to evolve aviable strategy
that will provide solutions to constraints of input procurement and distribution.

Comments by Team Leader - IFDC

The Team Leader, Dr. Balu Bumb expressed his delight at the prompt response of the stake-
holders despite the short notice to the workshop. The study, he noted accorded the team
opportunity for personal interaction with the stakeholders and the workshop has brought the
stakeholders together with a view to rubbing minds together to serve as a basis for advising
the Nigerian government on appropriate strategy for the resolution of the lingering input
supply distribution problems in the country.

He ended by expressing his appreciation to the team members for their participation in the
study and contributions to the production of the report.

OBSERVATION BY DONOR REPRESENTATIVES (USAID)

The Director, USAID, Lagos considered it agreat honour and privilege to be at a workshop
designed to devel op a sustainable system of input markets in the country.

He noted that USAID has contributed over the years in the development of the Nigerian
economy along with other agencies particularly in the agricultural sector. He mentioned the
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2.7

2.8

collaboration of USAID with FMARD invarious analytical studiesand guaranteed USAID’s
readiness to continue supporting agricultural development in Nigeria.

OBSERVATION BY FOOD SECURITY OFFICE (PRESIDENCY)

The representative of the Special Adviser to President on food security, expressed apprecia-
tion to the International donor agencies (USAID, WARDA, SG-2000 and IFDC) who have
consistently showed great concern for the development of agriculture in Nigeria

He was delighted at the efforts of the various agencies towards ensuring that the country
developsaviable policy on agriculture, noting that the present regime has a strong resolve at
developing the agricultural sector through sustainable input delivery system.

KEYNOTE ADDRESS BY THE HONOURABLE MINISTER OF AGRICULTURE
AND RURAL DEVELOPMENT

The Honourable Minister thanked God for the journey mercies granted the team that went
round the country on their fact-finding mission.

He expressed thanks to the donors on behalf of the Nigerian farmers for showing interest in
their plight. Agricultural inputs such as seeds, fertilizers, Agro-chemicals etc, according to
him, are key ingredients for increasing agricultural productivity and their introduction and
use play a pivotal rolein the country’s agricultural development.

The Minister charged the workshop to include the following in its deliberations:

i. ldentifying constraintsto supply and distribution of agricultural inputsasrelated to policy
and market information and suggest measures to alleviate such constraints.

ii. Assisting all the stakeholdersto clearly understand their relevance by bringing out realis-
tic and definite strategies for proper sequencing and phasing for implementation of sug-
gested measures.

iii. Clarify theindividual stakeholders contributions, role and responsibilitiestowards a suc-
cessful implementation of the recommendations.

He expressed the hope that the workshop will pave way for developing sound policy on
fertilizer and other agricultural inputs in Nigeria and the greater involvement of the private
sector in the supply of inputs and enhance the distribution systems throughout the country.

He ended by wishing the participants a successful deliberation.
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VOTE OF THANKSBY THE HEAD OF PCU

The HOU-PCU, Dr. S.A. Ingawa thanked the Honourable Minister FMARD for accepting
theinvitation at short notice and actually making surethat heisrepresented by the Honourable
Minister of State.

He thanked the Director USAID for making time to be at the workshop despite his crowded
schedules.

The Head of PCU appreciated the presence of the Permanent Secretary FMARD and his
Directors who have found time to be at the workshop at short notice.

The Special Adviser to the President on Food Security was highly appreciated for sending
his Special Assistant to represent him at the workshop.

The stakeholder’s contributions to the discussions at the workshop were highly appreciated.

The Head of PCU concluded with the hope that the workshop will yield the desired divi-
dend, while assuring the Minister of prompt delivery of the workshop proceedings.

PLENARY SESSION
The chairman of the session, Mr. O.A. Edache (Director FDA) in his opening remarks noted
that the use of input has been on the decline and this has direct effect on the productivity of

the farmers.

He pointed out that the workshop isintended to address this problem and possibly come-up
with a sustainable strategy for input procurement and distribution system in Nigeria.

Thissession featured apaper presentation titled, “ Assessment of Agricultural Input Markets
in Nigeria: An overview” by the team leader.

TEAM LEADERS REPORT

The team leader noted that various studies on need assessment had been conducted into
various sectors of the economy and the recommendations therefrom are often not imple-
mented. He called on the Federal Government to look critically into the findings of theteam
and the recommendations from the workshop.

The findings of the team were as follows:

i. That the input markets in Nigeria are in transition and are generally fragmented and
under-devel oped.
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41

4.2

4.3

ii. That theliberalization process was ad-hoc, sudden and unaccompanied by necessary insti-
tutional support system.

Syndicate Group

After the presentation of reports, three syndicate groups were formed to deliberate on the
following topics:

i. Fertilizer Markets Structure, Functioning and Constraints.

ii. Seed Market: Structure, Functioning and Constraints.

iii. Crop Protection Products (CPP): Structure, Functioning and Constraints.

Participants were asked to freely join any of the groups based on area of interest and/or
specialization. The groupswent into session and critically assessed the working paper of the
workshop, made and presented their recommendations.

Presentation of syndicate group Reports:

The various reports were presented and subjected to discussions and comments.

SYNDICATE GROUP-I REPORT

TOPIC: FERTILIZER MARKET: STRUCTURE, FUNCTIONSAND
CONSTRAINTS

The syndicate group considered fertilizer asavery important input. The group considered all
available interventions that would improve the productions, distribution and utilization of
fertilizer in the country. Some of the issues discussed include: policy, finance, soil testing,
technology transfer, subsidy and quality control.

The recommendations of the group are as follows:

Recommendation from the Group on Fertilizer

i. Policy Consistency:

Intheformulation of agricultural policy, aparticipatory approach by all stakeholdersshould
be adopted.

ii. Government should in addition consider the situation in the neighboring countries in the
West-African Sub-Regions before making policies.

iii. The pronouncement of agricultural policy should be timely to enable the stakeholders

plan their activities especially those that are time specific. Policy should bein placefor at
least 5 years and continuity should be ensured in the event of change of government.
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4.5

5.0

6.0

iv. Finance

The group adopted the IFDC team recommendation on finance with the following amend-
ments. In the tripartite risk sharing arrangement in respect to farmers, Central Bank of
Nigeria(CBN) commercial Bank and donor agencies of 30%; 40%; 30% respectively, the
ratio should now be 10%, 60% and 30% respectively.

Quality Control

Government should enact alaw to punish adulterators of fertilizers.

. Ensure that only agronomically sound fertilizer formulation are produced or imported

into the country.

Government should mandate all fertilizer manufacturers/blending plants and major im-
porters to establish fertilizer-testing laboratories for an enhanced quality control.

Fertilizer Quality monitoring and enforcement should be executed by the Federal Fertil-
izer Department (FFD) in collaboration with the Standard Organi sation of Nigeria(SON).

Soil Testing

The group endorsed the team’s recommendation on soil testing; in addition all fertilizer
manufacturers/companies should provide soil analysis services for farmersin their areas
of operation.

The complimentary use of organic and inorganic fertilizers is recommended.

Technology Transfer

The group endorsed the team’s recommendation and added with fertilizer producers and im-
porters should fund research in respect of efficient use of fertilizer.

Subsidy

Group agreed that the problem is not subsidy but subsidy administration. In view of the
above, as aform of an indirect subsidy administration, government should maintain the
freeze onimport dutieson fertilizer and raw materials. Government should increase tariff
on all imported grains such as wheat, maize, rice, barley etc. so that farmers can obtain
good prices for their produce and can afford to purchase fertilizer at market prices.

. Government should guarantee a consistently guaranteed minimum price for agricultural

produce for at least 3 years.
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7.0 SYNDICATE GROUP-2 REPORT

71

TOPIC: SEED MARKET: STRUCTURE, FUNCTIONING AND CONSTRAINTS

INTRODUCTION

The syndicate group considered seed, as all planting materials for different types of crops.
The group noted that in recognition of Root and Tuber Crops in Nigeria, the N.S.S. set up a
programme for the multiplication and distribution of root and tuber cropsin ljebu-1fe, Ogun
State. The programme now covers cassava, yam, potatoes, cocoyam etc. This programme
under a name called ROOT AND TUBER EXPANDED PROGRAMME (RTEP) is to be
assisted by the World Bank. The syndicate group discussion on the subject matter was based
on the structure, functions and constraints. They agreed that the public and private sector
partnership isan acceptable system approved to effectively address theissue of seed produc-
tion and distribution in the country. Other recommendations made by the groupsareasfollows:

Vi.

Vil.

viii.

Thereisneed to provide human and material resourcesfor seed certification and quality
control programme of NSS viz mobility i.e. vehicles, staff training, supportive equip-
ment for field inspection, more staff etc.

There is need to strengthen the capacity of ADPs for Internal Quality Control through
provision of seed testing laboratories, and training

Variety evaluation and rel ease of new varieties should be concluded within 2-3years. In
order to enhance the effectiveness of Variety Release Committee, the secretariat of the
committee should be domiciled in the FMARD where all the NARIs are domiciled.

There should be adequate and timely funding of all public institutionsthat are involved
in seed development activities.

There should be regular training for out growers and provision of necessary support in
order to facilitate seed production activities, improve the skill and entrepreneurial abil-
ity of the out growers.

In order to have a better focus of the Nigerian Seed Industry, the National Seed Council
(NSC) should meet twice ayear.

On the strategiesto propose for an efficient seed distribution and marketing in Nigeria.
The key strategy is to generate enough seed demand in the rural area and empower the
farmers to buy improved seeds.

The organ gram, on flow of improved seedsto farmers, on page 15 has been modified as

corrected: ADPsand private seed companies are to produce and market certified seeds.
(They obtain foundation seed from NSS and use there out growers to produce certified
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seeds. Seed companies may obtain Breeder Seed to produce foundation seed for their
internal use).

Thereisneed to create effective seed demand in therural areathrough avira extension
and seed promotional activities.

Use of Community seed Delivery system to nucleate community seed men who will be
responsible for supply and marketing of improved seeds and new seed technology dis-
semination in the rural areas.

There is need for Farmers Empowerment programme through improved economy of
rural seed delivery system.

Need to adequately strengthen NSSin order to perform their mandatory roles.
Whatever private seed companies can produce, public sector agencies need not produce.
Need for urgent implementation of approved incentives for the Nigerian seed industry.
Good grain prices to enhance and encourage seed demand.

Biotechnology to be emphasised in seed varietal development. Thereisneed to put in
place a bio-safety guidelines and develop local capacity to analyse GMOs.

Need to develop and promote rural seed storage structures for small-scale seed produc-
ersinrural areasin order to prolong shelve lives of improved seeds.

SYNDICATE GROUP-3 REPORT

TOPIC: CROPPROTECTION PRODUCTSMARKET:

The group considered the Team’s Report and the constraints facing the Crop Protection Pro-
duction (CPP) market in Nigeria and made the following comments, observations and rec-
ommendations:

LEGISLATION

i. Thereis presently a pesticide registration decree of 1996, which is not all encompassing
and universally acceptable. Though Nigeriaisasignatory to the International Legislature
on Pesticides, thereisaneed for Nigeriato urgently enact an all encompassing and univer-
sally acceptabl e legidation on Pesticides and Agro-chemica swithin the next twelve months.
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ENABLING ENVIRONMENT

a. Theneedto empower the farmersthrough appropriate training on effective use of agro-

chemical in order to achieve the best results (as increased income) and thereby stimu-
late demands. This will tranglate to increased sales by the agro-chemical companies
with the potential of providing suitable environment for local production.

. Farmer’s access to micro credits through proper implementation of the provisions of

the NAC & RDB and Community Banks.

. Support to farmers associations and community based associations to procure agro-

chemical inputs at affordable prices.

POLICY IMPLEMENTATION

There should be a consistent policy in agriculture that will allow for adequate planning
and enhancement of the private sector involvement in the agrochemical sector.

iv. TRANSFER OF TECHNOLOGY

V.

a. Theneed for training and retraining of marketer/handlersin the agrochemical industry

to ensure quality retention and bio safety.

. Training and licensing of youthsto serve asdistributors and applicators (contract spray-

ers). Thiswill assist in mopping up the unemployed youthsin the communities besides
the expansion of agrochemical markets. 1t will asofacilitate proper use of agro-chemicals.

. The Extension Agents should bewell trained to ensure appropriate technol ogy transfer.

They should also work in concert with the trained applicatorsin the community for the
farmer to derive the expected benefit.

. Fostering adequate corporation between two agrochemical industries, NGOs and dis-

tributors.
SUBSIDY

This should be in the form of support to the farmer in such away that it is not open to
abuse as has been witnessed in recent times.
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