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Abstract

Nigeria is over-dependent on exports of petrolewmndpcts despite enormous efforts in policy design
and implementation to encourage exports of trangddr agricultural products. It is necessary teediify the
sources of its foreign exchange earnings. In thimection, this paper examined the trends and redmist of some
selected macroeconomic policy instruments on afjuial development. Findings showed that excharge, r
wage rate, interest rate and expenditure in aguiciwitnessed high instability which tends to pldpigh cost of
production. High cost of production is exemplifiey rising cost of capital in terms of interest rateagricultural
loans. This has almost permanently shut the do@inag farm loans. Also, expenditure on agriculture
represented only a small proportion and its rekashare in total expenditure did not show any disitée
improvement, reflecting a declining trend in invastt priority in the sector. Under this conditidwigh cost

of production tends to make locally produced aducal products less competitive. Policy strategyehhance
agricultural development should focus on maintajnenstable macroeconomic policy environment, priogd
loans at single digit interest rate, and developnodémrural infrastructures that will enhance markakages,
promote industrialization as a driver of economggelopment, revenue diversification and wealtht@waa
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1. Introduction

Nigeria has set an ambitious target to become éieectop 20 economies in the world by the year@0the

Vision 2020 seeks to expand the country's GDP 88212 to US$900 billion and achieve a GDP pertaayfi
US$4000. The agricultural sector is strategic t@ting the ambition of this economic blueprint. Aatiog to

the Report of the Vision 2020 national technicalugr on Agriculture and Food security (2009), Nigeséeks to
achieve a technology driven agricultural sectott kaprofitable, sustainable and meets the socomemic

aspirations of the nation. This sector specifiéorisvill be delivered with the following broad aims

Firstly, the vision aims at ensuring food securitjtis goal seeks to achieve a three-fold increasgoimestic
agriculture productivity by 2015 and six-fold inase by 2020; transform the Nigerian agriculturaldpiction
system to a substantially mechanized system by ;202tand dairy production and milk yield from th&rrent
level of less than 2000 kg to 5,000 kg per cowlaetation by 2015; achieve 20per cent farm-gateage, 75per
cent commercial storage and 5per cent strategerwves by 2020 and achieve a fully digital, greed bio-
technology driven agriculture by the year 2020.d8dlty, the vision seeks to enhance generation tiémal and
social wealth through greater exports and impobsttution. To achieve this goal, the country seekderive
over 50 per cent of the nation's foreign excharagaiegs through agro-industrial exports by 202@ educe the
percentage level of food import that worth overifid per annum by 50 per cent in the year 2018 lay 90per
cent in the year 2020. Thirdly, the vision intendsnhance capacity building for increased indaktation and
employment creation. This goal seeks to reducedisé harvest loss of agricultural produce byasarage of 50
per cent in 2015 and 90per cent in 2020. Fourtthlg, vision aspires to enhance resource use eféigidn
achieving this goal the Federal Government wilréase the size of irrigated land from current 10 qemt of
cultivable land to 25per cent by 2020; review &unther develop an agricultural land and water gyothat will
address the problems of soil fertility, water a&hility, land and environmental degradation by 2@ increase
area of land planted with diversified biomass idalg economic species in agro-forestry programmaas turrent
3per cent to 10 per cent in 2015 and to 20per lme@020. Fifthly, the vision intends to enhance degelopment
and dissemination of modern technologies. This geeks to achieve an efficient agricultural extmslelivery
system which includes extension worker: farmerorati 1:500 by 2020; and achieve the adoption ofrawgd
varieties/species of seed and brood stock by E@peof the farmers by 2015 and 75per cent by 2020

In recognition of the fundamental role of agricutun the economy, Nigerian government had expended
enormous efforts in policy design and implementatiwhich were directed toward provision of inceatvfor
stakeholders in the sector to expand the supphgdtultural raw materials to meet an increasingaied of the
industrial sector. The efforts were also intende@&nhance non-oil export earnings. Among theseciesliwas
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reduction or elimination of export restrictions taxes, and exchange rate devaluation, which wanted to
reduce overvaluation of the real exchange rate. réodity marketing boards were dissolved to createepr
incentives to farmers.

Furthermore, post-liberalization era saw the rerha¥fanandatory sectoral allocation of credit andegulated
interest rate regime. Interest rates were geneliadyalized, while a number of incentives were jpuplace to
enhance lending to the real sector. Some of thentives included creation of an agricultural creglitarantee
scheme by the Central Bank of Nigeria (CBN), redtrting of the former Nigerian Agricultural and
Cooperative Bank, now bank of agriculture, and egbient increase in subvention allocation to thekkan
meet increasing demand for agricultural credit. A\fram the dramatic structural adjustments dutimg second
half of the eighties, the civilian administratiosince 1999, had implemented some initiatives orncalgural
commodities to increase production and processfnggdcultural export commodities, increase theirefgn
exchange earning capacity and further diversify ¢bentry's export base and sources of foreign ewgsha
earnings.

These policies and programmes have been implementbel the assumption that they would result iraeged
domestic supply of agricultural commodities, ins@@ profitability and income to farmers and expdrstirces of
foreign exchange earnings for the country. None#iglsignificant growth potentials in agricultuavé not been
fully exploited and the economy had become overeddpnt on the oil sector which provided about 95cpat of
foreign exchange earnings, as well as 65per cdmiddgetary revenues (CBN 2003), indicating theaussiefforts
at promoting investment and export diversificatioio agricultural sector have not yielded appreleiab
dividend and progress in poverty reduction in thantry has been very slow. Improvement in growtNigeria
over the last decade has not translated to reduictipoverty as indicated in Table 1.1.

In this regard, some questions may be asked; do/dhieus macroeconomic policy instruments posskss t
potentials to expand agricultural exports? Whatthesconstraints inherent in the policy instrumethet may
limit production and marketing of agricultural comdities? What are the policy modifications requited
unlock rigidity in macroeconomic policy environmett enhance agro-industrial development and promote
diversification of sources of foreign exchange @ws in the country? These are the main issuepaper
addresses. The remaining sections of the papargamized as follows. Section two presented conegjigsue
and review of literature. Section three discussethodology. Section four presented empirical resuithile
section five presented policy recommendations amtlasion.

2. Conceptual framework and literature review

Macroeconomic policy climate dictates the environti@ which agricultural activities are carried otihe
macroeconomic policies comprise fiscal, monetargglé, and budgetary policies that govern macroegric
These policies usually have major impact on profitey of the agricultural system and the welfaré o
farmers as they affect the flow of funds to thetsein terms of budgetary allocation, credit subssd and
taxes. Some elements of macroeconomic policy caimgtrsuch as high exchange rate, high interest rat
poor trade policy, and policy inconsistencies h&een identified as causing high cost of production
Nigerian agriculture (Manyong et al 2003). Thiseeff manifests in two forms. One is the high cost of
investment and the other is the high cost of adagiall necessary inputs required in the agricaltwector

of the economy.

Macroeconomic policies affect the farmers' reabme, terms of trade between rural and urban asasethe
terms of trade between tradable and non-tradablan{iigi 1997). Macroeconomic policies generally
result in RER effect, which ultimately affect outparice. Nominal exchange rate sets an upper bamd
prices paid to farmers for exported commoditiesthe same way, exchange rates together with imjaoes
and other restrictions set prices of inputs andicagpural imports, which compete with domestic
production. Exchange rate depreciation exerts lsttbngthening and weakening impacts on export crop
production and trade, the former through provisadrprice incentives, and the latter through infatry
process it sets in motion as well as the needrforeiased resource outlay, which may be met at higteelit
costs and higher wage rate to producers and expo(¥heyis 1994; Kamin 1993). Exchange rate and
inflation may have adverse effect on the pricesdomestic inputs such as transport, electricity, and
infrastructure maintenance and, to some extengugbwhich would lead to high cost of productiorhel
high cost of production may limit investment in iggiture, which ultimately reduces the level of putt

Similarly, macroeconomic policies can affect farnofgtability through control over output and inppitices.
They exert control on wages and interest rategituti®nal arrangements such as access to cregiyts,
information and actions that affect profitabilitywé productivity in other sectors (Jaeger 1992).ebtir
government policies such as price fixing for praduar inputs, or the taxation of their trade affpatfitability
of farming directly, and may result in shifting ofsources between crops or in moving resourcesobut
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agriculture into other sectors. Agricultural pricetong with non-price factors determine agricultura
production and supply in the forms of yield, aceay output. Some macroeconomic policy indicatach as wage
rates, interest rates, as well as market impediecind information affect farm profits and henceicadtural
growth. High inflation, negative real interest igtand restricted access to credit add to the hhmifects on
investments in both agriculture and non-agricultsectors. Construction of transport infrastructwi# lower
transport costs, reduce input prices and raisqaubprices at the farm-gate, while extension sessican reduce
costs of information. While rural credit instituti® make credit available at lower costs to farmegsearch
attempts to raise profits by way of technologidahmge. In addition, government expenditure andstment in
the agricultural sector can have important effectdarm profits and they are critical to long-tecompetitiveness
and agricultural growth.

Effects of government expenditure on agricultune lsa traced from two perspectives. First, is tmeatieffect on
agricultural output. This output effect refers lte fpossibility of having increases in agricultuwatput as farmers
begin to have access to improved technology andisitg infrastructure, which are financed by publiads
(Olomola 1998). Second, is the effect on farm imgerhand. Government investment in agriculture Gamukate
demand for agricultural inputs directly or indifgche direct effect on input demand manifestfaimmers' use of
inputs whose procurement internally or from extesmaurces, forms a component of expenditure orcalipre.
The effect is indirect when the demand for suchuigps affected by projects or programmes finanogdhe
public funds. There is a link between governmemteexliture on agriculture and some critical inpugsoaiated
with farming in Nigeria. Expenditures on some oérthare direct components of government expendduore
agriculture. For instance, expenditures on fedilizand irrigation represent a considerable proportdf
government expenditure on agriculture. Agricultangl land use can be enhanced with the availabilitgrtilizer
and irrigation water. Government expenditure oricadfure can affect not only the supply of farm gwots but
also the quality and quantity demanded of farm tispBy and large, these policy measures aimediatiieg costs
of production as well as increasing profits.

3. Methodology

Largely, the study was based on secondary data @atindicators of macroeconomic policies includegicro-
prices such as exchange rate, interest rate, aatlwage rate as well as government expendituagiiculture.
Data were also collected on export values and sifagricultural exports in total merchandise expdn terms of
scope, the data extended from 1970 to 2011. Theemwf data included various issues of Annual Regud
Statement of Accounts, and Statistical Bulletirthmy Central Banks of Nigeria (CBN), Annual Abstgaof Statistics
by the National Bureau of statistics (NBS) as vasllWorld Development Reports by the World Bank alDvetre
analyzed using descriptive statistics such as n&angdard deviation and coefficient of variatioor Elarity and
understanding of results, tables have been usquidsentation and discussion of results.

4. Results and discussion

The trends, potential effects and limitations ahsoselected macroeconomic policy instruments oicwgral
growth are discussed in this section.

4.1. Interest rate

Generally, during the period 1970 to 2011, as destnated by Table 4.1, interest rates on loans werg high,
compared to that on savings. This had led to a kigly and widening spread between savings andrgndites.
Instability in the trend of interest rate on loamss highest (CV=30.35) during the period 1986 t8QlPDuring
this period, coefficient of variation in interestte was 30 percent. This period coincided with gkegod of
deregulation of interest rate when the structudalstment programme was implemented in Nigeria.

Before the implementation of Structural AdjustmeaPtogramme (SAP), monetary policy had emphasized
concessionary interest on agricultural loans agria fof incentive. The strategy involved compellingnks and
other forms of financial intermediaries to suppagticultural activities through stipulated credi&hs and interest
rate ceiling, which implied implicit subsidies. Rbiis purpose, specialized institutions were eghbétl including
the rural banking scheme and the agricultural trgdarantee scheme (ACGS) that were aimed to giggran
exposure of commercial banks to high risk lendifmcty agricultural loans have been.

Before implementation of SAP, agriculture enjoyedést interest rate in the economy and this vdrimu 6 per
cent per annum to 12per cent per annum. Probalolguse these interest rates were the lowest inciieoeny,
financial intermediaries were not keen to extendn{ to agriculture. Even if the credits were awdda
agricultural producers would consider the costayital too high to secure the expected returngytaaltural
investments. The monetary policy of the period Wwhitcorporated instruments designed to ease diteditto
agriculture, was expected to influence prices oifcatjural inputs, costs of production as well aieg of output.
The low interest rate of agricultural loans togetivéth other specific policies before the implenatian of SAP
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was expected to lower the cost of production asd ebnsumer prices.

During the 1986-90sub-period, under SAP, the coneetis to stabilize the economy and to create a etark
oriented financial system for effective mobilizatiof savings and efficient allocation of resourcEs.achieve
these objectives, several measures were takenintdrest rates were liberalized in a bid to allvw tmarket
forces influence the inflow of savings and allogatof credit. The conditions for licensing banksreveelaxed to
permit easy entry into the banking sector and twerereate a competitive environment. The practite o
prescribing sectoral credit allocation for aboute®nomic sectors was replaced with a classifinatito only
two sectors namely, priority sectors and all theeptsectors. The priority sector, (agriculture, ofaoturing and
construction) was expected to receive a minimurBper cent of the credit to the private sectol.tiéé other
sectors were also expected to receive a minimus® gler cent of credit allocated to the privateaect

Under liberalization and consolidation of the fio&al sector in the recent time, it was impossibde t
prescribe interest rates for the agricultural sedt®nce, agriculture had to compete for credithat market
determined interest rates. Agriculture, being a kveampetitor, must have been greatly constraineth@
liberalized credit and interest rate market. Theedalation of the banking system had led to a shegin
the interest rate. The lending rate rose from ayem@ 11.60 per cent per annum during 1981-85sulnge
to 24.58 per cent per annum during 2001-2005 sulpgeThis would raise cost of production, whichyma
lead to reduction in farm size and farm output.

Clearly, unstable pattern and the high level otiiest rates on loans that emerged from liberatimatf
financial market have a tendency to discourage stment in the primary sector of the economy while
encouraging tertiary sector activities. It shoule moted that distributive operators who deal maiimly
imported finished goods dominate the tertiary sectthey have a short turnaround time, which oftees
not exceed three months. For primary sector opgratoich is dominated by farmers, average turnadoun
time could be much higher if the other constratotprimary sector operations were taken into actoline
implication of this situation is that the effectilending rate will be more affordable by traderghe tertiary
sector compared to the smallholding farmers who idate the primary agricultural sector. Moreoverg th
high bank lending rate would make locally producagticultural export crops and their products less
competitive in the markeBearing in mind that the Nigerian primary sectod@ninated by agriculture, which
is basically the small scale subsistent type angtmithe low literacy rate in the rural areas aslasl
bureaucratic lending procedure of banks, smallestaimers would face formidable structural problams
patronizing the formal financial institutions fardns.

They would tend to seek loans from the informakfinial institutions as an alternative source beedhsy
lack sufficient equity capital. They also have tmtend with a longer gestation period. Farmersirequuge
capital investment for productivity enhancing teclugy, especially in the purchase and use of
agrochemicals. However, the cost of capital in tefrmterest rate charges on agricultural loansshdsen as a
result of deregulation of credit market followingplementation of structural adjustment programmtés has
almost permanently shut the door against farm |laenthe returns to farm enterprises would hardieco
the cost of capital. Currently, the bankers' conmeeitplanned to introduce a special interest ragame on
credit for small and medium enterprises (SMES)pad of its effort to expand the productive capacit
such entities. Bankers committee is comprised @fobxecutive of banks and top Central Bank of Kige
(CBN) officials with the CBN Governor as chairmdiine proposed plan is to enable micro enterprisestess
bank credit at lower interest rates. It would hatpaddressing one of the constraints militating iaga
optimal performance of small businesses and cremtee jobs with the attendant multiplier effects tbe
economy.

4.2. Exchange rate

Table 4.1 revealed the mean value and variabifigxohange rates in the official markets duringpgbdod 1970 to
2011. The exchange rate declined from annual agesyl0.66 to $1 during 1970-75sub-period to anavatage
of NO.61 to $1 during 1976-80sub-period. Thereaiftanse to annual average of N116 to $1 over Z2WI5sub-
period. When the government decided to raise tbhange rate from around N22 to $1 to N85 to $19@61in a
bid to close up the gap between official excharge and the parallel market rate, the exchangeaateto annual
average of N96.70 to $1 during 1996-2000sub-peiitw. trend witnessed highest instability during 1:98sub-
period, when the coefficient of variation was 95 gent.

Under this condition, a highly fluctuating and depating exchange rate may raise the cost of ptmauehich, like
high bank lending rate may tend to make locallydpoed agricultural products less competitive, campao
imports from other producing countries. Deprecg#xchange rate may crowd out marginal investmeqqsals
on account of high investment costs in a high Han#ling rate regime. High exchange rate combinet aihigh
bank lending rate profile may create enabling emrirent for importation and distribution of finishptbducts
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while creating a disabling environment for existipgopducers and thus could discourage investorshén t
production of agricultural products. The resultstie following Table 4.2 showed the high propendity
importation of food. Dependence on imported foods heen on the increase. It showed that as grdovled,
output became increasingly inadequate to meegrid@mand for food and industrial raw materials. €amuently
the country became food import dependent with gigimport bills.

4.3. Urban and rural wage rate

Agricultural production practices in Nigeria relystly on manual labour, which accounts for 50- é0gent of total
production cost, and the use of simple implementstaols. Government never legislated any agricaltwage
rate but the minimum wage policy of government &htb influence agricultural wage rates. Althoulgé twin
problem of unemployment and underemployment madkkilled labour more readily available to agricuétur
this situation changed with the oil boom which madean employment much more lucrative than ruriividies
and thus igniting rural-urban population drift. T¢tmnsequences of this were the shortages of favoutaand the
attendant rapid increases in farm wage rate asstwgwable 4.3.

A large wage and salary increase was awarded thicpand private sector workers in 1974. This getetaan
upward pressure on inflation rate and a widening lopatween urban and rural wages as depicted by Tabl
Again in 1998, there was an increase in publicosaghges in order to restore real purchasing paferorkers.
This again resulted in widening of the differenbatween the urban and theal wage rates. Also, there was high
degree of instability in urban-rural wage diffeiahtas shown by its high coefficient of variatiamhich was
about 100 per cent during 1996-2000 sub-period. Widening of the differential between urban andatuvage
rate would aggravate the influx of labour from fu@ urban areas. This would reduce the amoungldur
available in the agricultural sector. This wayatwage rate would rise, which would ultimately ®aa reduction in
the supply of agricultural commaodities.

4.4. Government investment in agriculture

When government expenditure is directed at enhandiesearch and extension work, transport
infrastructure, irrigation facilities, educationahd health institutions, it stimulates productivetivaties and
enhances efficiency of economic agents particulaglycultural investors. In order to fulfill the gloof government
expenditure on agriculture in funding developmemagrammes in the sector the budgetary expenddare
agriculture by the Federal government increaseth fawverage of N78.10million during 1970-75sub-period
average of N616.26million during 1981-85sub-pef(itable 4.4). This appears to be a substantial &sereghowever,
in real terms; this may not be the case. Both pubid private agricultural investment failed toaat the desired
priority. Public investment in agriculture has befalling for years. For instance, in Nigeria, gaweent
commitment to agricultural funding has been verakvever the years and the situation became mocanwes
after SAP.

When compared with other sectors, the share ofalgsre in government spending was 2.05 per cenhglthe
boom period [1970-1975), 4.70 per cent during theiscperiod (1981-1985) and 4.03 per cent aftercstral
adjustment (2001-2005). The low level and dwindlingestment in agriculture may be attributed toklad
political influence by the smallholders. The snfatimers are largely unorganized and therefore, lertabgarner
the necessary political support to attract pulmli@stment into the sector. Thus, in spite of thimgi consciousness
among policy makers to improve agricultural perfante, the political variables are not within thatcol of the
farmers, and without the political backing, the Brfeamers are easily squeezed out of the pridi#tyfor public
investment. Thus expenditure on agriculture represkonly a small proportion and its relative shargotal
expenditure did not show any discernible improvemesflecting a declining trend in investment pitiplin the
sector.

Moreover, a tight fiscal discipline that characted reduction in extra budgetary expenditures dé agein
budgetary deficit, which occurred during the secdradf of the 1980s and the 1990s, might have partly
influenced the budget share going to the sectoemdimgnizance is taken of the fact that it is @gikpenditure
that is actually an investment, the situation appdéghly unstable. The share of agriculture iraltaapital
expenditure decreased from annual average of I&perduring 1981-85 sub-period to annual averag&®per
cent during 2007-2011 sub-period. Expenditure amcaljure also reflected high instability as shotbw high
coefficient of variation. This is one of the majmoblems generally associated with financing ofiadture
apart from under-funding. Both instability of intesent and under-funding of agricultural sector wbbk a
constraint to the functions of government instaas involved in agricultural development.

45. General instability in macroeconomic policy idicators

Unstable movement in macroeconomic policy indicatamould create potential for instability in credit
market, exchange rate market and labour markes Woiuld bring about instability in prices of inpwad
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output. With this instability in input markets, faers and potential innovators will become more icastin
their demand for inputs. When the input marketswarstable especially on the supply side, farmeesnat
assured of reliable input supplies or suppliesrates they can afford. This would adversely affeoth the
rate of application of new inputs as well as thelsof operations. Adequate planning of farmingrapens
and output expansion plans will be hampered. Inegeain prices of inputs such as fertilizer and
agrochemicals are reflection of instability andtlesteck in the input market and distribution of ihputs in

the country, notwithstanding government subsidiEse bottleneck may render access by farmers and
application of inputs impossible. Delay in inpugspéication could lead to total crop loss. Unleserfars
have reasonable assurance that inputs are goihg teadily available and at affordable prices, theyld

not grow more crop. Thus, production of agriculte@mmodities will be limited.

Another observation in the policy environment i tmflationary pressure the urban-rural wage rate
differential will engender on farm labour market$e farmer contemplating his scale of operationthat
beginning of the season would not simply be sure/loéther hired labour will be available at a prieecan
afford during peak farming operations such as wegdind harvesting. The urban-rural wage differéntia
coupled with urban bias in the provision of infrastures and the shortage of farm labour would aegpe
the inflationary pressure in the rural labour marKehis would lead to a rise in farm wage rates.rdbwer,
instability of interest rate on agricultural loansuld hinder access to credit resulting into inpibf
farmers to finance new technology thereby limitexgpansion of domestic supply of agricultural praduc

4.6. Rural road condition

Rural roads constitute perhaps the most importiaugiies factor in the physical transformation of duaaeas.
Poor network of rural feeder roads as demonstratediable 4.6 would result in large farm-gate-refaice
spreads, inflated farm-gate prices of farm inpdtkis would greatly distort the structure, conduahd
performance of rural markets. As a consequenceyyhpast-harvest losses from ineffective evacuatibn
farm produce would act as major production disiibeys. Poor rural transportation facilities would
encourage spatial production inefficiencies, ay thheuld hamper the emergence of specialized aduiall
production patterns. The network of rural feededoto service and feed the national road remaiagprimitive
state, with only about 30.9 per cent being pavetP@7-2004(Table4.6) and only 10 per cent of ttedl feeder
roads remained all-season roads. As a result,pioatagion costs and input prices remain high omaetof high
time costs, and road user charges, especiallyleatperating cost.

The nature of primary roads in Nigeria would leachbor network of rural markets and market stall®ligeria.
Nigerian rural markets are highly-undercapitaliaed inefficient. Arising from poor rural roads, isaction costs
of reaching the market and the risk of transactingural agriculture markets are extremely highfact, only
one third of agricultural output produced in Nigegven reaches the market. Absence of necessatetmar
institutions, such as market information, graded atandards, and reliable ways of connecting buieeithe
sellers makes the Nigerian agro-commodities markey weak. Hence, commodity buyers and sellerc#lyi
transact in small circles, in narrow network of plecthey know and trust. Small farmers, who prodiiecbulk of
our agricultural output in Nigeria, come to the kadrwith virtually no information at all, blind artdusting that
they are going to have some sort of demand for ffreiduce, and completely at the mercy of the rmanthin
the only market, the nearest local market they know

This would render the implied elasticities of syppl agricultural commodities with respect to pgli@riables low.
Poor rural road condition would encourage oligagimi and oligopolistic market structures and distiion of
marketing margins that are often contemptuoushcrilesd as exploitative. Poor rural roads would aesiy

constrain effectiveness of other policies such @aranteed producer price scheme. This would notagtee
anything when middlemen, because of poor ruralgoaould buy up available marketable surplusesdig@unt.
The consequence is that the benefits of the schveoudd flow to an unintended group of beneficiarighe

middlemen tend to exploit the farmers by offeringvifarm gate prices while taking advantage of sgamf

commodities in the urban market place. Thus theorese of farmers to favourable prices would be basause
they are being shielded from receiving approprigeals. The benefits of devaluation to export gapwers are
seriously limited by poor rural roads network, whjzrevent the farmers from receiving the higherogixprices at
farm gate. Aside, the benefits of farm input suggphre often cornered by untargeted middlemen wiiaip large
quantities at subsidized prices only to sell tarfars in fragmented markets at farm gate prices whiatbe

sometimes higher than they would have been had tesn no subsidy, making farmers worse off thay tould

have been without subsidy.

Furthermore, as a result of poor nature of ruratisp extension workers would be unable to visittnfersning
communities, as these would remain largely inadalesby car and quite often by motor cycle, witle tiesult that
even if the village-level extension agent is ableisit villages, however infrequently, the supeori or the zonal
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extension officer would hardly visit remote villageo monitor the performance of the village-levetesmsion
worker. Moreover, formal credit institutions woulik seriously constrained to penetrate the grassroot
largely because of the poor state of rural infrastires which result in high operating costs for
commercial banks. Finally, attempts at buildingngiional networks of on-farm adaptive researchgria
would be frustrated by the inability to attract aretain senior experienced researchers who caruput
with the inadequacies of remote and isolated statitue to poor rural roads networks.

The deplorable conditions of the roads in the cgunbnstitute a major impediment in the value chairf
many agricultural commodities. The various typegazds in the country (highways, express roadgjdee
roads, urban roads, rural roads] are in terribld bhape and in need of significant repair, rehtitn
reconstruction as about 41per cent of all categooroad in Nigeria remained unpaved in 1992-1998
(Annual Abstracts of Statistics, 1999, NBS, Abujdn) many rural areas, only footpaths are availald this
makes transport of products to the market time womsg, expensive and sometimes virtually impossibiie
view of the poor road conditions, perishable farraducts are at risk of spoiling or at least, losqlity
before they are sold in the desired market placzeAs to modern farm inputs is also constrainedisTh
poor condition of roads reduces profitability obducers and limits availability of agricultural jiucts.

4.7. Escalating cost of farm input

Generally, a major problem inhibiting investmentaigriculture is the escalating cost of major fanputs as
reflected by the data in Table 4.7.1. Average rioé major farm inputs such as hoe, matchet, spraye
tractor, and agrochemicals have been rising ovelydars. The rising prices of inputs are the resufitpoor
condition of rural roads, instability in the factorarkets arising from instability in macroeconomialicy
instruments that is related to inflationary pregsyrhigh interest rates, and volatile exchange. rate
Interaction of these constraints would limit grovethinvestment in agriculture. This has a tendettcgause
high factor cost to the farmers. The rising prioésuel have compounded the rising cost of trantgan

of farm inputs and output thus aggravating thengstost of production. The rising costs of farmutg
combined with dearth of investible funds would p@seerious constraint to investment in agricultdrieis
would lead to reduction in production and domestipplies of agricultural products. The high intexd®rges
on loans to agriculture have resulted in escalatiboosts. In addition, most of the agrochemicalbzad by
farmers are often imported as shown by Table 41m2. situation not only made procurement of thearten
inputs difficult but also would result in cost elst@n arising from depreciated naira exchange rate

4.8. Domestic supply of agricultural products

In spite of many laudable programmes and politias have been implemented in the country by themgorent,
growths in output supply of major agricultural eRpeommaodities remained unstable, low and declifiilmgsome
years (Table4.8).

There is unsteadiness and irregularity in outpppluof agricultural commodities such as cocoabanpcotton and
palm-kernel. This has limited primary sources ok nmaterials for agro-industry resulting into! Steagé of
agricultural raw materials and the closedown of samanufacturing factories such as textile! Industry
the country.

4.9. Share of Agriculture in Total Exports

From 1970s, relative share of the agricultural @eat foreign exchange earnings declined from ayeraf

10.95per cent per annum in the 1970-1975 period,&8 per cent per annum in 1991- 1995 periodurthér

declined to average of 1.19 per cent per annund@122004 sub-period (Table 4.9). Thereafter it roseginally

to 1.36 per cent in 2006-2011. Two major reasonge wesponsible for the decline. The first is disgvand

exploitation of crude oil. Emergence of crude dil the economic scene and its exploitation into maoental

revenue earner in the 1970s brought major compicsitincluding disarticulation of domestic prodocti

structures and entrenchment of monoculturalism. $eeond reason is the instability and inconsisteincy
macroeconomic policies, which are not in harmortyagricultural policies.

4.10. Agro-Commodity Export Market

Agricultural commodity export markets are preseitiiing controlled by very few dominant buyers thave
turned Nigerian farmers into price takers as showthe Table4.10. With the marketing structure wetesingle
buyer is controlling 39percent to 45per cent of éxport market for agricultural produce, it will biéficult to
achieve meaningful export promotion if what is dem&thiopia is not done in Nigeria by promotingding of
export commodities on a Commodity Exchange whexdiig activities are based on rules and regulatiors
the Top 100 non-oil exporters, only 42 of them ageo commodity exporters and of this figure, on6y df
them have one per cent and above of the markeeshdis may even be worse if the market share is
determined commaodity by commaodity.
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5. Policy Recommendations and Conclusion
5.1. Banks to provide low interest loans for SMES

One major reason for the country's dismal perforgean agricultural export can be traced to its $ysde
constraints in terms of lack of adequate infragticad development and access to finance by smallesc
enterprises. While the demand is large, the Nigesgaallholder farmers are unable to scale up their
production to make them become competitive in pgciln this regard, the bankers' committee decigion
his meeting of April 2013 planned a special intermase regime on credit for small and medium ernisgs
which would be implemented as part of its efforetgand the productive capacity of such entitidgs Time
around the policy decision of the bankers committbeuld not be of sloganeering type, it should bsxo
operational and effective now. The special interas¢ regime should be extensive enough to suppert
real sector, the stallholder farmers, the smallaoldnd medium scale processors, the retail sedttieo
market, the micro, medium and small scale industrighere is need to support those areas of theoatpn
that have hitherto not benefited as much as otketoss for the reason that it would help to enhance
productive capacity in agriculture and thereby gatieg employment and empowering a lot of peopl¢him
economy.

Cheaper lending rates to micro, medium and smallesindustries would encourage them to thrive and
generate employment, reduce inflation reduce, amdeiase productivity generally in the country. This
policy strategy will bring about increased creditpply to farmers a low interest rate. Rural finalci
markets especially those, which confer easy actte$armers, should be strengthened. In this reghed
Bank of Agriculture should be strengthened to pdevicope for reduced interest rate on agriculioaais to
smallholders and resource poor farmers, who are@ed)in production of agricultural commodities. Ban
of Agriculture should work with local credit uniorte enhance fast delivery of small loans to thenfrs.
The banks could be encouraged to offer long-teramsoat lower interest rates to farmers. The farmersat
the mercy of middlemen unless they have accessatowithout high and rising interest rates.

5.2. Develop infrastructure

Infrastructure and economic growth are mutuallyf@icing and necessary for wealth creation andaguwble
development. Within the Nigerian context, theredsgainsaying that the present state of infragtrectannot
guarantee the attainment of the national aspiratidibeing in the league of the first twenty legdé@tonomies in
the world by the Year 2020 with a GDP size of $&lllon and a per capita income of $4,000 per anrasn
enshrined in Nigerian Vision 20:2020 (NV20: 2028part from severe deficit or total absence of eakn
infrastructure in the rural sector of the econotimg existing system is not linked and is withowgacl legal,
regulatory and institutional framework for coordina. Suffice to state that only a number of infrastural plans
exist in isolation at sectoral level. These inclutthe Power Sector Roadmap; the National Trandpaster Plan;
the Gas Master Plan and the Port Master Plan. feilng process for the development of a Nationegiated
Infrastructure Master Plan (NIIMP) (2012-2043) amonthers has the potential to accelerate Nigeria's
transition to a modern manufacturing and indugedl nation integrating into the global value cbkaifhe
NIIMP which is being developed to address infrastical challenges including inadequacy of availatek and
inter-sectoral linkages should be effectively impdamted. The development of the NIIMP should be eagkdinated
by the National Planning Commission and should igethe necessary impetus towards the realizafitred\V20:
2020 Economic Transformation Blueprint and the $fammation Agenda.

Furthermore, the reform in the infrastructure sethwough the development of NIIMP should amongeosh
provide the opportunity for resource-based indaliation as raw materials and agricultural prodoeeome
easier to be evacuated to functional processingrartifacturing plants for conversion to value adoiediucts for

the local and international markets. Moreover Statecal Governments, towns, villages and hamibtsils
ultimately become networked with effective transption, telecommunication and energy systems (hard
infrastructure). The plan should ultimately, faeite increased productivity, wealth creation, eckaguality of

life and equity under effective legal and regulatostitutions (soft infrastructure).

5.3. Effective market linkages

Market linkage is a key to increasing agricultupabduction, because it provides a powerful incentior
smallholder farmers to invest in productivity enbiag technologies. It is a fallacy to assume thatkat access
is available in most cases for outlying rural artbes are remote or subject to large productioratians, usually
because of poor technology and infrastructuregr&fshould be intensified to develop both domestid export
market outlets by the government through provisminadequate rural infrastructures. This will also
strengthen the flow of market information and tipusmotes agricultural production. Effective markekages
will include the following basic elements. These affective transportation for moving the produdoten where
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they are produced to final end users, safe andiefti storage system to ensure continuous suppagacultural
commodities in the market. It must also includécafht financing for the market to ensure prompgmant to
farmers, as well as processing system that stiesifatoduction by furnishing continuous outletstfer farmers to
produce over a long period of timdoreover, it also requires a functioning and dyrmamformation system in
which both the buyers and sellers are linked tagetiforts should therefore be intensified in thaseas so as to
extend networks of producers to local, national iatetnational markets.

5.4. Efficient use of Agricultural Budget Share

An efficient use of investment capital and capidcumulation is required in agriculture to propel
development of rural infrastructures. Improving radtructures such as roads, electricity, water,
telecommunication, irrigation, markets, health liies and capacity building has a direct impact on
employment, commercialization and diversificatiod agricultural industries, market linkages, and
expansion as well as health and general welfarefaoiers. This is required to provide adequate
infrastructure like roads, bridges, water, and telgty that are lacking or in a deplorable conalitiin the rural
areas. Similarly, this will encourage diversificati of investment in agriculture. Adequate provisioihrural
infrastructures will facilitate processing of primaommodities into intermediate and final produotgprove the
market opportunities for agricultural products gmdmote their commercialization. It will also enkbamot only
competitiveness in the market but also the ratetfrn on investment. When the infrastructuresaalexqjuate in
the rural sector, it would reverse the influx ofaldabour to urban centres. In this way, it woettthance increased
utilization of abundant unemployed labour. Simjlaitl will facilitate movement of inputs and farmaglucts as well
as regular supply of raw materials to agro-industry

5.5. Stable macroeconomic policies

A stable macroeconomic environment characterisegrime stability should be maintained and sustaibgd
government since price stability will facilitat@rers access to agricultural inputs.

5.6. Organization of farmers into viable cooperatie societies

Commodity Exchange will be able to promote non-edports particularly in the agricultural sector if
government can assist in organizing farmers inkblei cooperative societies for volume building andnomies
of scale and support the introduction of warehaeseipt financing. Achievement of improved prodoctin the
agricultural sector and export promotion will béfidult if there is no efficient local market suels a commodity
exchange that can stimulate improved productioratee of the price discovery and improved livelihaddhe
Nigerian farmers that will be impacted.

In addition viable collective bargaining power dbie farmers' cooperatives will facilitate inpugapply to
smallholder farmers at affordable prices in ordeptovide opportunities to expand their farm siZdse farmers
must procure support for inputs from cooperativ@aigtion at reasonable price.

References

Central Bank of Nigeria (various years), "AnnualpBds and Statement of Accounts”, Central Bank igeNa,
Abuja, Nigeria.

Central Bank of Nigeria (various years), "CenBahk of Nigeria Statistical Bulletin", Abuja, Nigar

Enwere, D.(1998) “Investment and Labour Flows irgédian Agriculture under structural Adjustment”, in
Tshikala T.(Ed.), Structural Adjustment and Agrtcué in West Africa”, Codestria, Senegal, pp51-60.

Mamingi, N (1997), “The impact of prices and macmomic policies on agricultural supply: a synthesi
available results”, Journal of the Internationakdaation of Agricultural Economists, Vol. 16 No (dp
17-34.

Manyong, V.M, lkpi, A, Olayemi, J.K., Yusuf, S.AQmonona, B.T., Okoruwa, V. and Idachaba, F.S. 3200
Agriculture in Nigeria, "ldentifying Opportunitiefor Increased Commercialization and Investment”,
International Institute of Tropical Agriculture TW), Nigeria.

National Bureau of Statistics (Various Years), "&lign Trade Summary”, National Bureau of Statist#idsuja,
Nigeria.

National Planning Commission (2009), "Nigeria visi®2020 economic blueprint”, National Planning
Commission, Nigeria.

Jaeger , W.K.(1992), “ The effects of Economic &lel on African Agriculture, Discussion Paper N@ 1%he
World Bank, Washington,D.C.,1992.

92



European Journal of Business and Management

www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) [T
Vol.5, No.32, 2013 IISTE

Kamin, S.B. (1993), "Devaluation, Exchange contratsl Black Market for Foreign Exchange in Develgpin
countries", Journal of Development Economics, Vautd No 1, pp 151-169.

Olomola, A.S.(1998), “Structural Adjustment and RuExpenditure on Agriculture in Nigeria”,

in shikala,

T(Ed.), Structural Adjustment and Agriculture in $¥&frica, Codestria, Senegal, pp 87-95.

Oni, T.0.(2007), “Supply Response of Traditionatl &fon-Traditional Export Commodities to Macroecomnom
Policies in Nigeria”, Unpublished PhD Thesis, Umaity of Ibadan, Nigeria.

Variable

Year

1970-75
1976-80
1981-85
1986-90
1991-95
1996-2000
2001-2005
2006-2011

Source:

Table 1.1: Nigeria’s Poverty Profile

2004 2010 2011

Estimated Population(Million) 126.3 163 168
Relative Poverty(%) 54.4 69 715
Absolute Poverty(%) 54.7 60.9 61.9
Dollar Per Day (%) 62.8 61.2 62.8

Source: Central Bank of Nigeria Annual Report 2011

Table 4.1: Variability in Interest rates, and Exchange Rates, Nigeria 1970-2011.

Minimum Rediscount

Interest Rate Saving: Interest Rate Lending Rate Exchange Rate
Mean Std cv Mean Std cv Mean Std Ccv Mean Std cv
(%) Dev (%) (%) Dev (%) (%) Dev (%) Nto$ Dev (%)
3.17 0.41 12.89 9.33 1.21 1298 4.5 0 0 6 0.6 0.04 5.45

4.6 0.89 19.44 9.5 2.06 21.7 4.7 0.97 20.740.61 0.04 6.2

8 1.5 18.75 11.6 1.07 9.22 8.4 1.67 1992 730 011 14.46
14.64 344 2348 20.22 6.14 30.35 145 3.826.35 5.2 2.49 47.87
14.63 171 1172 22.42 5.03 2243 17 5291138  30.7 29.28 95.4
6.52 29 445 22.85 2.6 11.37 14.56 1.933.42 96.7 26.27 27.17
491 0.69 14.03 24.58 4.67 19.01 16.35 4 2. 14.69 116 4 3.45
2.65 0.79  29.62 20.58 219 10.66 8.93 212347 13768 15.06 10.94

Note: Std Dev = Standard Deviation, C.V.= CoefficienMafiation.

Underlying data obtained from the Central BanKaferia, and National Bureau of Statistics, Abuja.
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Year

1970-75
1976-80
1981-85
1986-90
1991-95

1996-
2000

2001-
2007

2008-
2012

Table 4.2 Nigerian Food Import Bill: 2000-2011

Value of Total Food and Animal Import

Year (NGN billion) Value of Total Food and Animal Import
(USS$ billion)
2000 113.63 111
2001 160.2 1.43
2002 144.3 1.19
2003 201.65 1.56
2004 178.75 1.34
2005 193.26 1.46
2006 214.49 1.67
2007 269.92 2.15
2008 311.38 2.63
2009 446.9 3
2010 693.25 4.61
2011 1077.84 7.01
Average 333.8 2.43

Source: Central Bank of Nigeria Statistical Buheti

Table 4.3: Urban and Rural Wage Rates

Monthly Urban wage Monthly Rural Wage Urbarré®Wage differential
Mean SD Ccv Mean SD Ccv Mean SD Ccv
54.83 6.01 10.97 40.9 0 0 13.93 6.01 13.38
79.3 28.7 36.2 60.24 28.62 40.75 19.06 4.5650.28
155 0 0 121.44 0 0 19.38 0 0
226.65 65.41 28.86 177.04 55.12 31.13 279.7268.94 89.64
1165.25 461.7 39.62 874.83 232.27 26.55 .5895 206.49 52.2

4524.63  2969.24 65.62 3000.63 1313.67 43.7883.38 1695.85 100.04

7500 0 0 3960 0 0 3540 0 0

7500 0 0 3960 0 0 3540 0 0

Notes: Mean is in Naira; SD is Standard Deviationad CV is Coefficient of Variation in %
Source: Underlying data obtained from National Burau of Statistics, Abuja, Enwere,1998.
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Year

1970-75
1976-80
1981-85
1986-90
1991-95
1996-2000
2001-2006
2007-2011

Table4.4: Mean and Variability of Expenditure in Agriculture by the Federal Government

Total Expenditure

Mean
Nm
3063.93
14685.42
13882.54
33567.62
152054.4
556043.94
1087379.57
3386776.37

Year

1994
1995
1996
1997-2004

Std. Dev

Dev
2797.55
4924.86
3619.99
17448.8
73795.02

269665.11 48.5
120011.34 11.04
753051.31 22.24
Notes Mean Nm = Mean in Million Naira; Std.Dev= Stand&eviation;
CV= Coefficient of Variation; CEA= Capital Expendit in Agriculture.

Source: Underlying data obtained from the Central BanNajferia, and National Bureau of Statistics.

Share of Agric in

Expend. in Agric Total CEA
Ccv Mean Std CV Mean Std CV Mean
(%) Nm Dev (%) Nm Dev Nm
91.31 781 92.34 98.2 2.09 44 61.45
33.54 207.66 146.87 70.37 1 0.55 40.12 224.12
26.08 616.26 299.79 487 4 295 62.69 846.66
51.98 1082.36 729.5 67.03 3 0.92 30.32 916.66
48.53 2605.84 1143.5 43.97 0.32 18.01 2125.2
9837.16 3105.88.6 1.9 0.41 21.65 6338.22
41930.97 2857558.6 4.03 256 63.42 34356.03
133921.25 8109 23.2 4.2 152 36.13 95980

Table4.6: Nature of Primary Roads in Nigeria
Paved Primary Roads
As % of Total Roads

21.3
18.8
18.8
30.9

Unpaved Primary Roads
As % of Total Roads
78.7
81.2
81.2
69.1

Source: World Development Indicators (2006), Wd&hk.

Table 4.7.1: Average prices of Major Farm Inputs inNigeria.

Type of Input 1980 1985 1990 1995 1999 2007 2011
Hoe(N/Unit) 2 20 105 200 Na 400
Matchet(N/Unit 5 8 35 150 250 500
Sprayer(N/Unit 75 150 850 2200 4500 Na 7000
Tractor Hire(N/ha) 25 55 250 850 2000 Na 3000
Fuel (N/Litre) 0.2 0.44 7.39 17.8 Na 97
Fertilizer(N/25kg 2 15 50 500 1250 Na 5000
Agrochem(N/litre) - 65 280 850 1500 2026 2500

Source: Oni, T.0.(2007): and CBN Annual Report 2011
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Total
4.98
2.92
12.55
10.83
7.67
5.04
8.93
10.23
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Table 4.7.2: Growth Rates of Imported Agrochemicain Nigeria, 1970-2005.
1996- 2001-
Variables 1970-75 1976-80 1981-85 1986-90 1991-95 2000 2005
Insecticide imports
Average
guantity(‘000Kg) 460.43 20721.96 20127.44  4146.3 4237 Na Na
Growth Rate (%) 1050.82 22.26 -34.38 -16.08 -9.75 Na Na
Fungicide imports
Average
guantity(‘000Kg) 201.97 1001.85 879.64 4024.89 992. Na Na
Growth Rate (%) 217.04 1.24 694.87 393.21 -75.84 Na Na

Source: Underlying data obtained from the Nigefieade Summary, National Bureau of Statistics, N&ger
Table 4.8: Five-year Average Growth in Domestic Sygy of Major Agricultural Export Commodities(%).

Period Cocoa Rubber Cotton Palm Kernel
1986-90 11.8 25.27 25.24 36.09
1991-95 -1.6 15.7 1.62 -8.31
1996-2000 16.27 1.56 7.33 3
2001-2005 3.42 4.62 5.03 4.43
2006-2011 6.48 5.56 4.8 7.83

Source: Central Bank of Nigeria's Annual Report Statement of Accounts, Various Years.

Table4.9: Five Year Average Value of Agricultural @mmaodities exports ($ million) and Percentage in
Total Merchandise exports.

Value of Total Value of Agricultural Percent of Agricultural Exports in Total

Period Exports($million) Exports($million) Exports(%)
1970-75 3741.07 291.76 10.95
1976-80 12266.3 498.12 4.55
1981-85 11572.3 272.55 2.44
1986-90 5208.48 204.33 4.29
1991-95 11829.24 200.46 1.83
1996-2000 26106.22 261.08 0.7
2001-2005 20084.43 281.14 1.19
2006-2011 75362.69 1028.69 1.36

Source: Central Bank of Nigeria’s Annual Report &tatement of Accounts, various years.
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Table4.10: Agro- Commodities Exporters with 1Per cet and Above Market Share in 2010 and 2011:

2010

Exporters in 2010 (US$million)

Olam Nig. Ltd 426.354

Saro Agro Allied Ltd 87.218

Agro Traders Ltd 73.742
Rubber Estates Nig.

Ltd. 37.936
Tulip Cocoa
Processing Ltd 34.71
Imonyame  Holdings

Ltd. 34.5

Atlantic Shrimpers Ltd  30.721
Maviga West Africa

Ltd 21.509
Multi-Trex Integrated
Foods Plc 19.101

Enhuat Industries Ltd 18.066

Stanmark Cocoa
Processing Company

Ltd. 13.139
RMM Global
Company Ltd. 11.921
The Okomu Oil Palm
Company Ltd 11.987
Starlink Global & Ideal

Ltd 11.185

2010
(% of Total)

45.74

9.36
7.91

4.07

3.72

3.7

3.3

2.31

2.05

1.94

1.41

1.28

1.29

1.2

Source: Nigerian Export Promotion Council
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Exporters 2011 2011(%
in 2011 (US$million) Total)
Olam Nig. Ltd 444.021 9.1%
Imonyame  Holdings
Ltd 97.779 8.62
Saro Agro Allied Ltd  9.457 7.01
Rubber Estates Nig.

Ltd 72.348 6.38
Agro Traders Ltd 56.086 954
Atlantic Shrimpers Ltd  36.023 3.23

Tulip Cocoa
Processing Ltd. 34.943 3.18
Multi-Trex Integrated
Foods Plc 28.121 3.08

Enhuat Industries Ltd 28.121 3.08
Vakorede Nig. Ltd  18.377 2.19

Stanmark Cocoa
Processing Company

Ltd. 15.914 1.62
Maviga West Africa
Ltd 15.914 1.4
Armajaro Nig. Ltd 15.249 341.
Armajaro Nig. Ltd 13.483 1.19
Yara Commodities Ltd  12.608 1.11
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