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1.1, Introduction:~

Higeria, like rmost LﬁCs, relies heavily on the agricﬁltural
sector for 1is cconocic developucnt cspecially as this 1s the
predominant sector, providing ewployment for about seventy-nine .
per cent (797) of the population and contrihuting fifty-six per-
. cent (567) to the GNP, Agricultural exports also contributies

fifty-eight per cent (587%) of the total exports.(l)

One of the coswon characteristic of an LDC is what is referred
to as "dualism", The term dualism has come fﬁrhavélalnumbcr of
meanings but basically it refers to a persistent and increasing
gap, on an international level between_thq developed and less
developed countfies,.and within LDCs befwéen the advanced, modern
exchange sector and the traoditional agricultural secior, Econonmic
development in the context of the dunl economy involves a majoxr
transformation of the economy frow ovne which is derminantly

cricultural to one containing a Iarge and growing urhan indusirial
sector, See Fei and Ranis (15), Jorgeason (24), Lewis (29),.
Agricultural taxation is thus the chosen instrument charged with

the vital task of transferring surplus food, labour and capital

to the nonagricultural scctor, as well as with reallocating resources
within agriculture to increcsc the transferable surplus, Toxes

o1 nrriculture zre also needed to restraiv a rise ia rurnl food
consuntion vhich wonld inc}éhéé ﬁrhan food prices.and lrence the

rate of inflation,

R

(1), ©Cource: F20 "The stote of Food and aopriculiage YoTnt,



It is thercfore not surprising that the Nigerian govermuent
depends heavily on this fiscal tool in its developiiental e fort,
altlhiongh the fact should be conceeded that its dependence on this
source of revenue has been declining in recent years as a result
of the discovery of petroleum which now becomes Nigeria's najor
source of revenue, Nevertheless, the continued coatribution of
the arricultural scctor in order to maintain a balance between the
agricultural sector and the nonagricultural sector must be
emphasized since such balance in my opinion is necesszary for
(1)

‘0ptinall developnental results,

(1) Fei and Ranis in their analysis stated that for successful
development in LICs, & 'balanced!investment program is
required in the industrial and agricultural sector.
Overinvestzent in one sector and underinvestient in the
other sector results in developnental constraints. For
a detaited analysis, see (15) and (30) I'p 37-%0,



1,2, Aim and Scope of the Dissertation:-

The aim of this dissertation is to undertake a study of the
role of agricultural taxation in the economic development of
Nizeria, There has not been any specific study done in this area
in this form even though I must admit that previous related
studies have concentrated only on the activities of marketing boards.
In particular, P T. Bauer's studies (5) and (6) of marketing
boards vere focussed on output effects of nnrketing board taxes,
so also were studies made by G. K. IMelleiner (19), Olatunbosun and
Olayide (40), Olayide, Ogunfowora and Essang (%42), Terba and
Olakanpo (M examined the fiscal, munétary aad investient ioplications

of the hoards.

I believe that there is a need to reecxamine the literature
largely becouse of new facts and developuents. In particular with
rechect to new liternture, consicder tlie iipact of agricultural
taxation on employment since uneuployient is one of the major
economic prodblems which Yigerians must a’dress therselves to, While
the writer relies heavily on existing and available literature in
this field of study, I am able to bring in soune original ideas
which previous writers have inadvertently neglected or were not
existine at the time of their vriting,

The writer is ot pretending in this dissertation io Licve
provided an exhaustive and detailed e :position of existing literature
but is providing a spadeworik upon which future theoretical and

quantitative studies would bhe undertaken,

(1). See '"Fiscal, Lonetary and Tuvestient Inplicotions of the
Marketing Boards' (Mizieo) Paper preseiuted at Internntional
Conference on the 'artetin~ Noard system, Ibadan, 1971,



One of the imrediote flaws nﬁticeable in this dissertation
is lack of recent data, The principal reason being my inability
to obtaln currecnt data from the most convenient sources in Britain.
The time coﬁstrﬁiﬁf also means that 1t is impossible to obtain
ther from Nigeria and submit the dissertation within the stipulated
period, Neveriheless, these figures to the hest of wy knowladge"éive
‘an alrost accurate picture of the existing situation and conclusions
which would hove heen rezched with more recent data are not

S

atversely affected,

. Obvipusly, a vork of this nature camnot hepe to cover the
multituce of msues involved in the study of the role of agricultural
taoxation in the economic development of Wizeria, his is why one
has to moke a decision as to vhat aspects one f£eels are worthy of
drmediate exploraiion, This dissertalon is therefofc concerned
with an analysis of ithe effects of agricultural taxation on the
ng‘tput mnd erployment of Nigeria and then consider some of the
policy recormencotions that can be riven in the lizht of exieting

study,

B



1.3, Outline of the dissertation,

Since the major ecvriasis is on £he 1role of acricultural
taxation in the economic developient of Nigeria, o loglcal starting
point of Chapter 2 is to describe the various forms of agricultural

axation that have been used, In particular, I shall consider
the structure and adainistrotion of land taxes, tavntion of

agricultural produce and taxation of income from agricultural land.

In considering the effect of agriculteral taxation oun output,
in Chapter 3, it is relevant to start with some theoreiical
analysis, The fiscal role of NI\B particularly as their activities
affect pgrowth will be exanined and the irplication of export taxes
on Nigeria's arricaliurscl output wili be discusseds A leglcal

xiension is to congsider sowme non- tax factors affecting agricultural

production,

Chapter 4 considers the effect of agriculiural taxation on
ermloyment, In doing this, our attention will first of 21l be
directe® to the supply and demeond for labour and examine lhow
toxation affecct their relevant varianbles, /e shall then be in a
good position to exanine wvhetlher t-xation has increased or reduced
employment in agriculture or whether iis impact on ermployment is

neutral,

The concluding Chapter 5 shall be devoted to an appraisal of
agricultural tnxation in the light of the Nigerian experience and

policy recormendation arising frow this siudy,



CIATTER 2:  An Overview of Nigerian Agricultural Tax Svstem,

2.1, Methods of Taxing Agriculture

2,2, The Structure and Adninistration of Agricultural
Taxation

(2) Land Taxes
(b) Taxation of Agricultural Produce

(¢) Taxation of Income from Agricultural Lanud,
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2.1. Methods of Taxlﬁﬁ Arriculture: -

There are pasically three forms of taxing agrieuliure in
Nigeria. For this purpese, taralion of agricuiture is defined

to include:-

(a) Taxation‘of agricultural land proper ..i' - o qf'luljf?vi
(b) Taxation of agricultural prodace. Pireal monopolic;, purcﬁasing
boards, and differential exchange rates are ineludsed in this
definition kecause they involve concenled taxation of the

agricultural scetor and ~an be termed as faxation of

agricultural produce, ' | .

{c) Toaxation of income from agricultural Yand, ~wu



2. he Structure and Administration of A -ricuitural Taxation:-
242 1 ur

The stucture and admiristration of agriculturnl taxation are
tied up with the overall fiscal arrangement in Nigeria, Vhile
some Torms of agsricultural taxotion are administered by the central
government, for example export taxes, others are aduinisierad for
the state governments by their agents (State larketing Dcards),
others still are administered by the local authorities either for
themselves or for the state govermuents. Let me now conalder these

forms of taxes in turn.

(a). Land Toxes

This principal means of taxing agriculture in LDCs is umfortunately
relatively unlnovn in Nigeiia, There are many ways of taxing
agricultural land. An anrmual tax nay he levied on the capiial
value of land or on the value of land plus icprovemeat oy its renin
value, Alternatively, the gross income from land may be taxed, or,
with some nllovance for expenscs, an attempt may be made do tox
net land income, A quite different approach to taxinz land is te
levy periodic tax om increments in land value, or to impose bettieruent
taxes or special assessnents in connection with financing of public

improvement.,

A third approach is to tax land as part of a more general
wealth tax or capital levy, on either an anmmual or periodic basis,
Finally, transfers of agricultural land may either be subjected
to special taxation or else fall within the sceope of more general

taxes on wealth transfers,



10

Most countric: croploy at least one or two of these appioaches to

land taxation, though with highly varying degree of rigor and effective-

ness, (1)

In Nigeria vhere there is varied political, econonic, social
and religinus haclgrounds, there has been greater Jiversity in the
taxation of agricultural land and this form of taxation has not
been developed to the extent found in other LDC, for exarple Ghana,
The property rate program is well developed in Lagos, ¢4 of winor
conscquences elsevhere; Ihadan and Abeolkuta, which are two of the
largest Africﬁn cities have no properiy ratings at all, Hating is
facilitatea in Lagos by a valatively good property title and regisztiry
system vherzas in the Eastern and Vestern Siztes of Nigeria, the
title situation is, for ihe moct part chaotic, with a mixture of
commt:nial and private owncrship; In the Northerm Stetes of Nigeria,

on the other hand, record system of occupancy appear BOTe satislactory,

The Lagos prejerty rates are based on annual value aud taxes
are paid by the landlords., In the other parts of the country not
mich use is made of land taxes, The communal lands are generally
adninistered by Obas vwho may lease out part of the land to tenants,

These tenants pay a Tixed percentage of their output to the Oba.

(1). Apart from improper docuzentation of land, assessment
problem (i.e. whethcer land sliould he asscssed by reference
to capital value, gros: ralue or some other variant) is
considered as one of the reasons for the minor role
whiéh land taxntion is playing in the tax structure of
most contemporarxy LDC!s. A, A. Al in o vecent article
'Landowners' behaviour under gelf-assessment' in
Jourmal of Pevelonzient Zconorics Volume 3, a2, July 1976,
investizates some aspects of the self-asscssient scheme vwhich
has been put forward as a solution to the assessment problem,




In pgeneral, the inadequucy of the existing property rate
program e:xcept for Lagos is wilely recoginized, and urgent neced for
addftional governnent revenue for development preozranr ie stirmlating
national interest in gaining additional sums frewm both preperty
rates and rentals on land, Douh represent a source of revenue that
is likely to be less detrimeintal to development than continued
increases in other taxes. Tuand taxes ore normally fixed and
therefore do not discourage Increecred production, This is because
individual farmers would nor.ally strive for greater output
thereby reducing the burden >f the land tax, If also land taxes
are paid in cash, they way have the ancillairy advantare of
encouragiug commerciclization of production particularly in the
production of food crops. Vhen faced with the necd for cash payment
of taxes, subesistence farmors musti increase their salces of
commondities, make fuller cuntaci wiillh the markei, feel the
changing pressures of price rel-tionships, and conforn their
production pattern to the dynawies of chanrcing demand in a

developmental context,

The Nigerian government has recently launched 'operation feced
the Nation Campaign'. This is largely an attempt to enable people
make maximum use of the abundant supply of land and discourage
idleness, Land taxes if properly administered in Nireria could
&o a long way towards achieving this desired goal of iapid
agricultural production since ovners of land would hasten to mnke

good use of their land in order to meet tax payrents,
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{(b). Taxation of Agricultural Produce.

This is the most imporiant form of agricultural taxctien in
INigeria. There are basically three types of this ferm of taxation-
H marketing board price fixing (tax), produce sales tax and export

taxes. The Nigerian Produc3 Marketing Boa;ds"(ﬁPMB} are statutory
mohoposonies handling Nigeriat's major agricultural exports, The
bpads hgvg license buying agents.(LBA) in éll-the major producing
areas who buy up all thes agricultural brﬁﬁuce. They fix producer
prices at which the produce are bought wéll'balqw the world prices
- thereby accunulating huge reserves. These reserves are “hc share

~of the total ea?nings on exported produce which would hcove heen
distributed to Nigerian peasant produccrs. This r&le of NPMB fixing

. b
producer prices is an 1mportant role which is tantamont t¢ taxation,

""_ Nor is this all. Purthor amounts are withdrawn on state basis
as produce sales taxes, ¥roduce Sales Taxes are state taxes levicd
a9 specific duties upon eoch ton of produce sold to the markeding

board. The rate of the duly vary between crops and even from year

to year but all the stétes_have established the pame rates. The

rates for 1966 as an example were as follows:- (1)
Sheanuts - £2.10/- per ton
Rubhber : %d per 1b, '
. . Cottén .. 1/10 per lb. |
. _ _ Cocoa £4 per ton.
. c . 2alm Kernel =~ . £1 pexr ton, L
Hides s £22 per ton. SR
“Groundnuts £1 per ton,
Soya beans .+ 2/6d per ton, '

1. Sources:; Adebayo Adedeji, Nigerian Federal Finance Page 163
. Jo F. Due, Taxation and gconomic [evelopment in
Tropical Africa Page 99, : '
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The thiyvd type of this form of taxation is expoart duties
izposed on exportable commodities., This form of taxe: vere
introduced in 1916 but did not @ttailn any sisnificance until the
post world war 2, It Decane significnut when ihe prices of pricary
products rese very ropidly after the var, This.wns considered s
a windfall to tlie exporters and® the povernment decicded te get
at some of thelr excess profits, Taxes on windfall were considered
noi to have adverse effect on growth, Another recason frr iis
introduction yas that with rising incone, the income of exporters
would increanse and as exporiers have low marginal propensity to
save it may leal to inflation. Export taxes were therefore used

to stabilize prices.

There was also the conslideration that mest export procducers
vere in the rural seclor of the economy and income taxation couid
not easily reach them. This form of taxes therefore was meant to
corpliment the inadequacy of income taxation to reach at their
income, Adninistratively, export taxes were efficient since all
the produce are exported through the marketing board and the task

of accurate accounting and levying the tax is greatly eased as a resuli,

Export taxes is now the third major source of revenue for the
federation as a vhole excceded only by petroleum and personal
income tax, In the early fifties, the total share of wmajor export
crops amounted to about seventy-five per cent (75%:) of total
export tax but with the growth of petrolenm, they now account for

about forty-cizht per cent (487)., Nigerian export tax burden are



guch higher than these of a number of coratries of about the snwme
level of income, The export tax burden in Ghana are higher than
that in Nigeria,

On the question of cguity, theie is immediate discrivinatory
effect on export producers and exerpting people engaged in the
production for home economy, It docs of course penalize a type
of production that deserves a lot of cmcourazenent. 7This discrimiaatory
nature of export tnxes mneans tuat thes effect on production is not
neutrnl, This matter is fast becoiiing an important issue eiice
thiere has been a general des~line in mixed foarning and an increase

in specialization of producztion arong Nigerisn farmers, .

Table 1.
EXpeRT TAYES
Year Value Zn Share of total -IExport tax Burden,
exnorts.
1950 24,6 46,17 4.7 27.87
1954 28.1 38.93% 1, 25 19,2
1960 22,3 19.17 9. 47" 13.5%

1962 8345 14,97 7.4 154437
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v ' Major Exnnrt Crons Tax Burdcns
Ycar Cocon FPalm 0il Puln Wernel Ground nuts Cotton
1950 51.2% . 28,47 26,7% . 59.4% 61,1%
1954 51.3% 7.65 19.2% 18,17 32,76
1960 3 3% 20,97 - - 38,25 19. 4% 2., 4%
1961 28,95 20.9¢ . 20,9% 12,2 -
1947-1961 31,97 21,0 28,1% 24, 9%

22,1%

(¢}, Taxotion of Inceme from Arricultural Land.

The Nigerian I.iceme tax systiem is tied with her politlical
arrangerzent, 1) The first reoderm income tax was introduced in 19:4Q,
although there was a simplified typc of tax dating bacit tn 1927 =2nd B
the Northern States of Nigéria vas ome of the first scctions in
Africa te usc direct personal taxation, undex the Fulani Emirs prior
to the advent of the British. The colonial government before Lhis
made a rough estimate on"vhat each person can earn, that is,
ca.m,;lated an aver"age income, ©On thils basis, an average tax was
imﬁosed Inown as poll tax, . After this, in 1940 dif{ferent categorics
of taxes were brought in, The basis of the present system of
income taxatlion was enacted under the Licome Tax Management - |

Act of 19061, (2)

H
(1) Tor a compreheusivy survey of Nigerian Piscal Development, sce
“Pe ¥, C. Okighbo, Mimerian Prhlic Finance .

(2) N.igcria, Incore Tux Managenent Act, 19561,
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The specific system operating in cacli state vary, but in general
erployces were taxed under the Pay As You Larn (PAYL) system vhile
nonemployees with low incomes pay the commmmnity personnl tax

ratner than the income tax,

Specificnlly, taxation of income from agricultural land

in Nigeria refers to the 'personal tax', since over ninety per

ceat (90%) of thase in this category are in the agzricultural sector

of the economy. The tax differ in its structure from state to
stote as this form of tax is under state jurlsdiction. DBut they
are basically very similor with the following major fea' .ces:-

(1) Application of a minimum tax to all persons (more specifically
‘dn most instances, to all acult matea), except n small number
of disabled, elderly, or destiinte persons exempted by
adninistirative discretion.

(2} There is in mwost casecs a lirited desree of graduntion, Sone
jurisdiction exploy a flat rate but there is a tendency in
the last ten years tovards use of progression, lntes are
fixed amounts per braclket of income rather than percertares.

(3) Assessment is madc by local eormittee~- layment by direct
assessment vithout the use of returans,

(%) There are no allovances and deductions as in incone tax,

{(5) The tax is generaily collected for the statc governnents by
the local authoriiies.

These taxes all develosed from poll taxes irposed at uniform
rates by the central govermnent under the British colonial
adwinistration. The oldest of the system is that of the foruer

Northern States of Nireria, With respect to its administration,
-® -



in general for Nigeria, tax liablility is not actually measured
ﬁy income, but by very rongh indices, in teins of wealth or
consumption thereof, Ilovever, for formers there is sudbstantial
reliance on figures of t;pical poteutial earnings for particular
acreages and‘crops but in less scientific foshion., Under the
present policy, the goverment is sceling to ensure that people
are assesscd on the basis of actual income ond taxed rt standard
rates throughout the state, The colleciion is donp on hehinlf of
the state government by the local anthorities but the acinal work

is done by the village hecad or Oba,

It muzst however be enphasized that there is consicdaorable
difficulties in administering and enforcing this tax, This is
because a lavge proporiion of incene earners are in the rusel
sector and it is diff'cult Lo collect taxes from thewm, There is

no effective weans of caleulating the incomes of the farmers for

the purpose of taxation since the farmers do rot keep account of

thelr activities, To gelt an estiuate of their Incowes, the assessors
have to make a calculation of the productivity of the various incone
yeilding sources, for an exanple get the productivity of the

average yeild per acre of cotton which is then used Lo multiply

the acre under cultivation to obtain a rough estimate of their incomes,
Unfortunately, apart from the fact that accounts are not kept,

acreage under cultivation are not docuzentced and plots of faimlands
are scattered in the areas., In the case of livestock, many farmers

believe that if they are counted, a pgood nurber of them will die,



18

hence assessors generally make a rough estimate and in all cases

the Tarmers are under-assessed,

There is also a great deal of tax evasion., The head of the
family normally zives a false number of the adults in the family
so that the tax assessed for the family is eventually shared by
all thereby recucing the tax burden, In the case of llvestock,
the owners generzlly misrate to states where phcuu tnﬁcs are nol
adninistered durinz the assessment period in orﬂer'to evede toax
payment, It has been estinated that about eichty per cent (807) 1)

of the pcople evale tax paynents in Nigeria,

" As a result of these administrative problems, this source of
revenue to governrents hac not been as succcssiul as it siould he
and the fact that each state has its separate iax law micans ithet
there 1s no basis of comparing the tax burden in the statss, The
miltiplicity of the tax laws and the aduludisirative problems
emmierated above means that the taxation of agricultural income
is not an important fiscal tool, These problems vere ohserverd by
Adedeji (1) when he commented that 'Personal income taxation in
Nigcfia therefore suffers from a nuwber of problens. Some of these

are lagacies of the past, vhile others are political and aduiuilstrative,

Many of these problems have risen, however, because the income tax

]
is regional (2) and not a federal tax, and also because the rec~ions,

(1) See Regional Tax Doard, Vestern Nizeria inistry of Finance,

(2) The Nigerian Federaturec goveri .ent structure is no longer
run on resional basis, At the zoment, the country is divided
into 19 states with the states performing essentially those
functions previously performed by the re_ions,.
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with the exception of the East, have remained content to administer
the income tex in conjuction with local authorities, Thus,if
personal income taxation is to become an important and growing
source of revenue in Nigeria, the government will have to brenk
conpletely frouin the tradition of dirccei taxation, separate it {rom
local govermment taxation, reduce the number and scaic of“persoral
allovances and reliefs, increase the tax rates, and improve
administrative machinery, In other words, a uniform t:  systienm

(1)

is to be preferred'. The present federal government has

realised these problems and efforts have been made to put income
taxation under {he jurisdiction of the ceniral governnent to ensuve
unifornity and equal tax burden throughout the federition, There
is also a nunmber of reforms which are being introd@uced in other

to moake this scurce ¢f revenue contribute more to economic
developuent as well as make it an effeclive fiscal tool of the

governuent,

(1) Adebayo Adedeji, Nizerian Federal Finance Pages 200-1,




CIIAPTER 3: Effects of Agricultural Taxation on Output,

3.1. A theorciical anproach to ithe effects of agricultural

taxation on output.,

3.2, The fiscal rola cof the Migorian Produce Marketing
" Docrd,

3.3, Implication of export taves cn Nigeria's agriculturzl

ontnut,

3.he Yon-tax factors affecting agricultural output,
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'-_3.1. A theoreticndl nnoronch {o Lthe effeets of Lerieulturnl

taxation on outnut,

In analyzing the vnfious vieﬁs, one must distinguish, for .
exazple, the effects on total production froia ihese on marketed
- surplus and fro:: those on a single crop, as vell as conslcder the
relevant time peried (troe crops have lenger gestation puried and

hence may respond more slowly),

The first quedtion to bhe answered 1s the supply roéponso of

traditional farmers. This questlon ahout response is es=euntiully
an empirical one and must studics zppear to supporiy the hypothesis
that farmers in developing countries respond siguniflcantly and
substantially to econeonic incentives. (1) From a tax point of
view, important faclors In deterning the noture and strongth ay
sucii effects cre the extent te which food crops atre invelved, the
length of the gestation period, and the tenurial situation., I
tonurial systew provide no barrier to the operation of econcmie
incentives and Af price elasticity of marketcd surplus is greater.
than that of total supply, a reduction in export taxes and hence
in a rise in domestic price sihould lead to & responde in marketed
cutput, In general, as one would expect, the elasticity of
supnly 1s greater vhen other cconomically profitable crops can

W

he grown, regardless of tenancy, or any other factoy. (7)

This assessnent is not generally accopted, It has, for

axarple been argued that in some LDC's where two-third of

1, The question of positive price iuncentive hnas been shown to be
theoretically valid for developing countries, This has to bhe
welshed with the specifie tax viructure of particular countries
before any valid conilusion con be wade, sec also (40). o,
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agricultural production 1s consumed within tiie agricuvliural
sector itself, nost farmers are still so poorly fed that their -
response to an inecvease in agricultural prices i1s likely to be to
scll less paid ponsu@ pore, On the other hand, since nutritional
teficiences arc marked, more foed intake wiil {end to ilnercase
production sorevhat, so thati the net cffects of n clhango in

prices on narketed output arxre far from clear even in Lthis extreme

anse, (1 - f : o e

LVhatever the theoretical casé ﬁay.be,.agricﬁiﬁurﬁl té#es'aloﬁé
will do little to increose proﬂuctiun unless, at the same tire,
roads and markeling organization cre improved, price policy is
correctly étrnctured, and ﬁccessary inputs, includiﬁg credit are
provided, Vithout tltese conditions, cconomically rational fafmera
canniot realistically be expceccted o believe that risk {alking |

fimovation would indced improve thelr position in lifc,

Agriculiural tﬁxcs may also infTluence the composition of
production, The opportunitiecs for such influcnce tend to be
limited in ecenonies dorminated by o single crop or vhere the
land is not reatily adaptable to growing other crops. The possibility
of redirecting aoricultural cutpul is especially greal vhere cash
crops are -zrovm, because of the more marhket-eriented: attitude of

cultivators and their greater use of purchased inputs, Cocoa

producers in Niegeria proved very responsive in this regard. Attemﬁt
to coutrol food prices widle nllowing those of cormercizl crops

to rise may seonetimes result in an inercase in the production of

the lattier nt the expense of the former, whiéh presunehly is not

the desired resulti, Others foals of arricultural tav policy may&jfi"

1. Sce Myxdal, Asion Drama Pp 2140.2158,



be to encourage crops {or other forms of agricultural output)
vhich promise hisher raturans relative to the input of productive
factors, or are a lucrntive sournc of foreign exchange, or are

needed to irprove national diziary habite,

Almost any type of arriciltiural rax affords opportunities for
favouring certain kinds of arriculturnal activity and penaliziag
others. A neutral tax wouid lhave to exzet precisely the same
proportion of net income from each product, thereby leaving
undigturhed the relative atilinctiveness of cifferent productive
activities, Vhen o tax exncts unequal proportions, it tends to
encourage farmers to shift to more hisghly tnxed products, It would
also affect verk-leisure choice, But in general, it is howvever
difficult to speccify how sirzahle tax differentials st be licfore

such shifts will actually ouecur in specific circumsionces,

Vith gross production or lnad area as the tax base, the taox
mgy represcent considerably different proportions of net incorne
for crops that require relatively large outlays for seeds, fertilizer,
irrization, and hired labour than for crops that are ecasily
cultivated, and the resulting differentials might be large cneough
to induce some shift of production., MNarketins taxes also fall with
an even welight on net earnings from different kinds of output, Rental
value taxes, based on either anntual rental value or capital volue,
probably are more neutral than most other types, since the rental
value base allowve for differences in the production capacity of
land, The effects depends more on how the tax is adrministered

than on the formal definition of tox base.
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Some agricultaral taxes may have sone non-fiseal effect
because of the lizht weight of the tox, Other faciors like
camplbmentary inputs necded to increase production, the laclk of
narketing chamnels or the inability to imnovate becaunse of fear
of losing in the 'game azainst noture' also usually ontweigh the
importance of tax effecis. Nevertheless since tax effccls on
the composition of production do exist and are largely under the
control of government, they shonld clearly be token info reccount

in the foruation of azrienltural and tax policy.

Another point worth mentioning is that agricul tur:l taxes
result in lover domestic prices for asricultural inputs to proce<.ing
establishments than they would pay on world markets, This in effect
constitute industri.l rubsidies, DIxport tosics are most 1ikely (o
yelld this resuli, It{ has been argued that in Tanzania, for
instance, relstively low levels of export tormtion on primars products
pay be used to éffset the disincentive to domestic processing
afforded by the high ratcs of effective protection (ovning to hizher
rates of duty on more highly proceszed goods) imposed in many

(1)

importing countries, The effective protection of one-hmndred
and sixty per cent (1607) in the “uropean Zconomic Coimunity for
its processors of soyabean o0il could for example, be offset by an

export tax on soyabeans of only ten per cent (107), This factor

calls for careful re-evaluation of export tax policy. .

The effect of agricultural taxes on cgricultural production

viren not employed in the agricultural sector depend prirmarily upon

l. G, K, Helleiner, Azricultural Zxmort Pricine startine in Tanzania.
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the 1elevant clasticities in the factor and proluct markets and
seceadly on the form of the tax., lNost forms of such tazes

in effect impose a short ran marginal tax rate of zero on incrcosed
production, and since the income effect of the tax reduces in the
noriinl cose an attewpt to recoup income, the production effect

of the tax often is considered positive,

This view 1s naive for it can be seen that a tax will
inevitably inpingze on investment and hence acet as a detorrent to
increasing production if one assurmes that additional investient
bave to be incurred in order to increase production. In generczl,
it is not possibie to make any prediction of the effect of the tax
on production, vhether positive or nagative without a close

exanination of the particular circuostances in question,

The effects on marketed supply are similar, A tax levied on
marketing discourares it and detrimentzl to developuent, Sowre vriters
have ar-ued that such a tax may mean better-fed and healtbier [amers-
a desired end of developuwent itself, but also it may lead to rore
marlceted gurplus,

I macde a remark in the iantroductory part of this section that
time is also an importont element in the effect of asricultural
taxation on production, This is particularly true of countries
that have tree cash crops. A very good example is cocoa in Nireria,
It:-takes five good years to plant cocoz and mature eneough to

produce cocoa pocdsy Any effect of taxation on its production will



take a 10ngef tize 1o have iivact becouse the production comiot

be ndjusted within n short tvine, A positive effeet of tiie tox can
aniy tcke effect aftor ahout five years-the duratisi necessory
for planting and rmaturity to bear fruits, The na_ative effcet

of a tax may not affeet output instancously but will eventually
affect it hy discouraging replanting of "od trees and increased

acreare of procduction,
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) The Piscnal role of the Ni~eriaon ProMuce Marketing Moord.

The Nir~erian Produce Yarketing Donrds nre statutory mononconies
handling Wigeria's major acricultiural exports, The bonrd vas

set np vith express purpose of fulfilling five specific obhjicetives,

(1) To stabilise producer prices by fixing legel nimimam buyinz
prices for a vhole geason =2t a time and by seclune lo rininice
price fluctuations between one scason and the nexct,

(ii) To nnintain and control on efficient organizalion for the
purchose of procduce, through the appointnent of licenzed
buying agents vho would undertake the handling of produce
under the hoards direction from the point of purchase to
the point of delivery at the port of shipuent.

(iii) To help maintain legally prescribed rades and stond»d of
quality of export produce by all nmenns,

(iv) To alloc~te funds to the appropriate authoritics by :iieoans of
rrants, loans, investments and endovients for the purpase
of econnnic develonment and research,

(v) To supply produce to local processors for processinz their plants,

One of the main arca of criticism of the I/P''B since it wos
established in 1947 was its fiscal role in Nizeria's econouic
development, The NP'DB fix producer nrices well below the world
prices thereby accunulating huge reserves, Tihese reserves werc
their chare of the total earaings on exported produce vihieh wonld
have been distrihuted to Nigerinn peasant producers and this

I shall call 'potential producer income'., This vas not the only levy



on this potentinl producer incone, Further nrmounts wvere withhelqd
in the forn of export duties and a stote produce sales tax vere
levied ns specific duties npon each ton of produrce sold to n

Varteting Bonrrd. Table 3 surmarises these withdrawals durias 1947/62,

It can Le secen that during 1947/54 period oves fourty-tio per
cent (427) of potential producer incore earned from cotton, fourty
per cent, (40°) of that from sround-nuts, over thirty-nine of that
from cccoa, over tventy-aine per cent (297) of that fr . palm-
kernels and seventeen per cent (177) of that frow palm-oil vere
wvithheld by the Governmenl through toxes and NPT trading surpluses.
By for the grectest share of this total in cash case except that
of palm-0il, in respect of wvhich, substantial trading losscs vere
incurred in 1953 and 1954, vas made up of lMarketing Doard tracdiacg
surpluses, In peak years MNI™3B alone withheld over fourty, [ifty
and sixty per cent of potentinl inconies of producers of perticular

crops. See Tahles 4-8,

The best way of analysing tlhe effect of NMB priecing (t~xation)
policy on the output of the agricrnltiural sector is to exaine the
structure and contributions of the six wajor corniodity exports-
cocoa, palz-oil, palm-keraels, ground-nuis, rubber and cotton- to
Nigeria's export earnings, as well as our share of world noriet
transactions in tliese corrodities, The major causes of dovmwnrrd
trend in ecoisrodity export enrnings were fluetuations in world

cormodity market prices, and a repressive dorectic producers' price

on production. In Table 9 I present data on the individual and
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Table 3

Government Withdrawals from Major Components of the Marketing Board Controlled Agricultural |,

Exnort Sector in Nigeria, 1947-G2

Export duties Varketing Doard Produce purchase Total
. Trading Surplus. Tax Total Potential Wk S
rawals
with- producer as a % of
% of % of % of AMMMMWNH HMMMNWu. potential
£000's, potential  £005°s. potential  £000's, potential Rrogaces
producer nroducer procuder
income. income. income.
Cocoa .
1947/48 to 1953/54 . 27,565 17.6 33,797 21.6 390 © 0.2 61,752 165,829 39.4
1954/55 to 1961/62 36,917 17.9 17,841 6.2 4,163 2.0 53,920 206,216 26,1
Total 64,481 17.8 46,538 12.8 4,553 1.3 115,672 363,046 31.9
Jroundnuts 5 m«
1947/48 to 1953/54 11,329 11,3 27,797 28,1 425 0.4 39,459 98,776 40,0
1954/55 to 1960/64 20,825 14,0 -2,052 =1l.4 3,574 2.4 22,346 149,660 Hr.u. N
Total 32,154 12.9 25,743 10,4 3,998 1.6 61,895 248,436 24,9
palm Hernels
1947/54 - i 11,872 9.4 25,096 19.9 —-— - 36,968 126,438 29,2
1955/ 61 . . 15,125 13.1 11,883 10.3 4,327 3.7 31,335 116,558 27.1
Total 26,997 11.1 36,978 15.3 4,327 1.8 68,303 242,996 28.1
Palmlir . 7,356 9.0 6,544 8.0 = - 13,899 81, 608 17.0
1955/ 61 . . 9,646 13.3 4,305 5.9 4,592 6.3 18,543 72,421 25.6
Total 17,002 11,0 10,849 7.0 4,592 3.0 32,442 154,028 21.0
Cotton .
1949/50 to 1953/54 2,087 11.7 6,969 30.3 70 0.3 9,726 23,014 k2.3
1954/55 to 1960/61 9,771 13.5 -1,696 =%.0 722 1.7 4,796 42,753 11,2
Total §,458 12.9 5.272 8.0 792 1,2 14,522 65,767 22,1

®* [éTent daila are not immedintely available,
would have been reached by more dated (\ta,

Tho data presen.ed here although outdated, do not change the conclusions that

B L e o e e SR B . -
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*
Table Cocoa .
< ! Total
Export duties. Marketing Ooard Produce purchase Total .
Trading surplus. tax. with Prodacey Potential with
drawals, PR producer draowals
" o « £000'8. “poans’ income as % of
% of % ef * X £000'ss  -£000's, potential
: £000's, Potential £000's, Potential £000's Potential ¥, SUVEUSAE
" producer
producer producer producer Snoame
incone, income. income. ’
1947/48 . . . 307.1 2,2 9,201.8 66,2 — 9,508.9 4,380.4 13,889.0 63,5
19L8/49 . “ % 700.1 5.1 20,6 3.1 —_— 1,120,7 12,589,323 13,710.0 8.2
1949/50 . . . gne.2 3k 6,479,k  36.2 o 7,087.5 10,729.54 17,879,9 39.6
1°50/51 , . . Mk,461.8 15.2 10,549.6  36.0 — 15,011.4 14,316.6 29,328,0 51,2
1951/52 . & .« 5,492 2149 1,438.7 5.7 — 6,932.9 18,164.5 25,097.4 27.6
1952/53 . . . +527. 19.6 87.3 0.4 _ L,614.8 18,435.1 23,049.9 20,0
1953/54 . . . 11,4G6.0 33.8 5,620,0 16.6 389.7 1.2 17,475.7 16,398.9 33,874,6 51,6
Subtotal, 1947/48
to 1953/54 . . 27,504.8 17.6 33,797, 21.6 389.7 0.2 61,751.9 9%,077.2 15(,829,1 39.4
1950/55 o . . n P 19.0 94,3 1.3 10,929.9 15,540.5 :26,470.4 41,3
105%/56 . . ” m.m__u_o.m " .H.H.a M.mn‘:w ;w 6 423.9 2.1 99.4 20,101.4 20,200,8 0.3
1086/57 &« . & Stann’s i - > "
1957758 w.mmw.p 14.8 ~1,266.0 ~5.8 513.7 - 2.4 2,470.8 19,231.1 21,701.9 11,4
Su\.;mo I ,m._i..h..u. 20.8 4,916.3  2%.6 294.6 9,364.2 10,533.8 19,948.0 46,9 -
Houwv“o ¥ = 3 u.mp:.u 21.4 7,830.6  22.4 526.1 1.5 15,861,2 19,116,0 34,977.2 45,3
Hgmo\nu * 0t 3lens s }3.3 1,098.6 1,2 585.4 2.0 7,168.7 22,471.3 29,640,0 24,2
Homﬂxmm ¢ & u.How.M 126 -w,mmm.w .Ww.m 22.7 2.6 913.3 26,952.3 27,865.6 33
. “« » ’ * e * e = T57.5 10 7,112,8 18,299,7 25,412,5 28.0
Subtotal, 1154/55
to 1961/62 . . 36,916.5 17.9 12,840.6 6.2 %,163.2 2.0 53,920.3%52,296.1 206,216.4 26.1
Total 64,481.3 17.8  #6,038.0 12,8  4,552.9 1.3 115,672.2 247,373.3 362,045.5 31.9

* Necent data are

not immediately available, The data presented bere although outdated, do not change the conclusions
that would have heen rcached by more dated data because the pricing policies of NMB remain the pame,
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Table 5 ' _ Groundnuta '
Expurt duties. whp.mm”wizh wowwn ru.oncnmm.m":ﬂnwhmo Total Total
Tading surplus. . , aﬁw.nl HvH..O&ﬂnOH. MOﬁM”ﬂHDH ﬂ.ﬂ_.-..—._zm
v rawals, Producer rawals
% of % of % of £000'8, uwmmﬂwm income, as % of
£000's, potential £000's. potential £000's. potential > £000's. potential
producer producer producer producer
income. incoma, income. income,
1947/48 . 2 . 873.6 8.3 4,267.,2 40,5 — 5,1%0,0 5,376.0 10,516,0 48,8
1948/49 . . . -3,005.9 8.0 6,137.0 45.7 -— 7,202, 6,201,6 13,404.5 53.7
1949/50 , o 620. 4 3.8 2,444,0 34,6 — 3,064,0 3,985.6 7,049.6 43.4
HQUO.\UP . . . MW-Q HO.@ o U-OOUO\N —‘vm.m -_— U-mﬂm.m Na“u.u.“ m‘HQN-H wa&
1951/52 . . . 2,524,5 4.4 4,851,3 27.6 -— 7.375.8 10,185,7 17,561.5 42,0
1952/53 « » o« 2,638,9 13.0 3,505.8 17.9 - 6,144.7 13,449.7  19,5%.4 31.4
1953/54 « .+ « 2,929.9 12,0 3,588,6 14,7 ke, 6 - 1.7 6,943.1 17,515.0 24,458.1 28.4
Subtotal, 1947/48
to 1953/54 . . 11,329.1 11,5 27,796.6 28,1 24.6 0.4 39,549.1 59,227.1 98,776.2 40.0
1954/55 . * 4 2,633.0 16.6 -133.1 0.8 372.8 2.4 2,873 12,969 15,842 18.1
1955/56 . P 3,314,0° 14.3 1,075.5 4.6 530.2 " 2.3 4,920 18,303 23,223 21,2
1956/57 . I 2,554,0 13.6 3,075.0 16.3 357.9 1.9 5,987 12,3812 18,799 31.8
1957/58 «  + o 3,059.0 13,6 -4,041,5 -18,0 7147 3.2 =268 22,086 22,418 S
1958/59. . - 3,185.0, 13.6 -1,970.2 =B.4 533.4 2.3 1,758 21,675 23,433 7e3
1959/60 . 2,0686.0 13.2 828,54 4.0 44544 2.2 3,960 16,464 20,424 19.4
1960/61 . . . 3,384.,0  13.3 - =887.4 3.5 619.1 2.4 3,116 22,405 25,521 12,2
Subtotal, 1954/5%
to 19060/61 . . 20,825.0 14,0 =2,053.3 -1l.%4 3:573.5 2.4 .22,346 127,314 149,660 14,9
Totnl 32,154 12.9 25,743.3 104 3,998.1 1.6 ©  61.895 186,451  2u8,436 24,9

* TDecent data are not immediately available., The data presented here although outdated, do not changes the conclusions
that would have been reached by more dated data because the pricing policies of NMB remain the same,
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Tahle € Palm Kermnels !
& - = = Total
Export duties. Marketing Unaod, Produce purchase Total , Potential with-
treding surplus, tax, with- producer praducer Sl
: drawals, income, 1 sy
- ncome as % of
“ of _l of = of £000's. L£000's. £000's H._O,ﬁnﬁ__#u,u.u.
£000's, potential £000's. potential £000's, potential * producer
producer producer producer {ncome
income, income, income, '
1947 & & » 347.6 L.h 2,433.2 0.7 — 2,780.8 5,150.8 7,930,9 35.1
1948 . » . 784,8 7.9 2,550,6 25,5 - 3,335.4 6,638.1 9,973.5 33.4
199 « « & 827.2 5.5 4,512,0 29,8 — 5,33%.2 9,776.0 15,115,2 35.3
2950 - & . « 1,080.% 7.9 . 2,553.7 18,7 -— 3,634.1 10,000, 13,634.4 26,7
HOU.H , . - * u-mO“-H HO.U n—-mww-m N.ﬂ-m ——— O-ﬁ_mwnu NO-W_DH-H H-N--\wuh—.b Uﬂnm
1952 * . « 2,361,0 11.0 h,044,% 1879 — 6,405,5 14,963.5., 21,369,0 30.0
1953 .+ « .« 2,280.1 11.4 2,538.4 12, - : 4,818.% 15,096,5 19,915,0 24,2
1954 . . e 2,385.7 X% 1,645,1 7:8. — 4,030,8 16,944.3 20,975.1 19,2
Subtotal, 1947 -

Lo U_— H - HH-@.NH.W : Qlk NU.—OQU:.N HO-W - ua-mmﬂum mu-n\uﬁﬂam H.M_m-._-u.ﬂo“ NWQM *_*
1555 . . « 1,874.7 12,9 323.1 3.5 595.0 4.1 2,990,8 11,573.4 14,564.2 20,5 .
1956 . . v 2,123,3 13.1 260,6 1,6 6575 4.1 3,041,% 13,131.5 16,172.9 1¢.8
1957 . . o 1,734 11.9 =257.9 =1,7 596.3 4.1 2,073.2 12,392.1 14,466,3 14,3
1958 i . . 2,2806.5 145.2 635.0 3.9 647.9 4.0 3,569.% 12,508.9 16,078.3 22,2
1959 . « . 2,864.8 13.4 5,780.,4 27.1 20,0 2.9 9,265.2 12,050.7 21,315,9% 43.5
1950 , . » 2,292.7 2,0 4,379.2 23.0 611,5 3.2 7,283,4 11,774.7 19,058,1 38,2
19061 . . « 1,948.3 12.1 562,1 3.8 601,2 4,0 3,111,6 11,790.8 14,902.4 20,9
Suhtotal, 1955 )

to 6 o = 15,0053 13.1 11,882,5 10,3 . 4,327.4 3.7 31,335.0 85,223.1 116,588.1 ° 27,1

Total 26,997.0 11,1 36,978.2 15,2 _ 4,327.% 1.8 68,302.6 174,693.7 242,996.3 28,1

* Tlacent (nta are not immediately available,
nat wonid have been reached by more dated data because the pricisg policies of NMB remain the same.

The data presented here although outdated, do not change the conclusions
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. |
Tahle 7 Palm 0il . ) _
. |
Export duties, Marketin; Board Produce purchase Total “
trading surplus, tax,. Frtad Producer Potmtiial with- m
with= producer ) _
. drawals Haoges, income drawals, |

*  £000's . as % of

. ¥ #
% of % af o of £000'3, £E000' s, potential
£000's, potential £000's, potential £CG0's. potential producer
producer producer producer income,
income, -nene, income,
1987 o+ e e 75.6 1.8 995.%  23.¢ e 1,071,0 3,124.8 4,195.8 25.5 .
Hﬂ....:ﬁ & . . u.n.ﬁtu Poﬁ— uﬂHm»w-N m-ouu faps W-W“—.moﬂ h—buumom .N-IWUOW bbom _
19%9 . . : 660,1 6.8 2,511.6 2G.1 —_ 3,172.7 6,440,0 9,611,7 2.9 |
1950 "¢ . e 694 .4 7.3 - 1,996.9 21.1 - 2,691.3 6,792.9 9,484.,2 28,4 !
1951 . . . 1,167,1 10.5 2,301.3 20.7 —_— 3,468.,4 7,643.7 11,112,1 31.2 ]
1952 « o+ e 7378 10,7 2,508,3 15.3 — ",262,1 12,081.%4 16,343.5 26.1 i
1655 o s » 1,285,1 11.8 ~h,6h7.,1 =h2, —_ =3,362,0 14,247.2 10,885,2  =30.9 _
1054 4 " é 1,371.9 11.3 -2,292,0 =18,9 - ‘«920,1 13,041.8 12,121.7 =7.6 |
[
Subtotal, 1947/54  7,333.5 9.0 6,543,0 8.0 - 13,899.1 67,708.6 £1,607,7 17.0 !
& m
1955 N . . 1,350.0 13.3 3777 =37 b538.4 . 645 1,630.7 8,511.9 - 10,142,6 16.1 * E
.FOUQ - . . H-QU&-U Hbou quﬁu.m 13.7 : UU?.Q Uo& b-OGO..ﬂ Q-OQP.Q HN-HUU-& UU.& . _
1957 . . . H-.—umm-m HN.W HQOQ?-@ Hu.:b 61 @c@ o U.m u-ﬂum. ﬂuNOO.u M-Huoum.w 33.9 |
988 . . . 1,343.9 13.3 263.5 2.6 667.9 - 6.6 2,275.3 7,816.2 10,091,5 22.5 i
me@ . . . H-LHO.U Hu-m mﬁ-UoH. WcN ﬂ.ﬂmcw mou Nsw.-..mn_u .Nok__-mw-.ﬁ HO-PCN.O Nmou ]
1960 . . . 1,270,0 136 6.0 0,00064 67G.6 73 1,953.3 7,377.5 9,330,8 20.9 _
1961 . . . L1024 11,9 195.7 2.1 638.4 6.9 1,936.5 7,323.0  B,259.5 20.9 m
Subtotal, wauu\mw 9,646.4 " 13.3 %,305.2 5.9 o b,591.7 6.3 18,543.3 53,877.3 72,420.6 25.6
Total 17,001.9 11.0 10,848,8 7.0 . 4,591.7 3.0 32,442,454 121,585.9 154,028,3 21.0

® Decrnt Mta are noi immediately available, The data presented here although outdated, do not change the
conclusions tliat would have been reached by more dated data because the pricing policies remain the same.



Tablc § 2 Cctton
¥ : Prod hase Total , Totad
Export duilies, rnnwmvuzn Doard Produce chn e derd Producer Potential' with-
. irudirg surplus. tax.: v incore, Producer’ dravals
. . “ or mmmmwmw. £000's, income,.’. as % of
£000's." potdftial £C00's. % of £000's, % of ; : £000%8:  sotentiad
producer potential potential producer
income, producer
producer : income
income, incofe.
1949750 . . . & 1,185.9 48.4 - 1,185.9 1,266.6 2,452.5 48,4
1950/51 .« .. . 386.0 9.6 2,077.6 51.5 - 2,463.6  1,569.1 4,032,7 61.1
1951/52 . v = 713.7 13.6 1,028.5 19.6 - 1,742,.2 3,509.5 5.251.7 33.2
195%/53 . . . 812.2 16.1 1,4%0.0 28.5 - 2,252.2 2,795.2 5,047.4 44.6
1953/54 « o 775.1 12.54 1,236.6 19.9 70.3 1.1 2,082.0 4,147.3 6,229.3 33.4
Subtotal, 1949/50 .
to 1933/54 . . 2,687.0 11,7 6,968.6 30,3 70,3 0.3 9,725.,9 13,287,7 23,013,606 42,3
1954755 « .« 211.6 10.3 1,672.1 21.2 92, 1.2 2,577, 5,303.1 7,880.9 32.7
1935/56 . . o 1,058.2 *17.6 500.7 8.3 75.4 1,0634,3 4,378,9 6,103.2 27.2
1956/57 « + . 751.1 15.1 230.7 4.6 G8.1 1.4 1,049.9 3,934.3  4,984,2 21.1
1957/583 « . . 75043 11.4 -949.5 <l4.4 115.6 1.8 =77.6 6,687.6 6,610.0 -1.2
1953/39 « . . 18,8 19.4 -983,3 -20,7 81.5 "1.7 17.0 5,729.8 4,746.8 0.4
1959/60 . . . 693.6 15.4 -990,5 ~22.0 80.2 1.8 -217.6 4,726,7 &4,510.0 -4.8
1960/61 « . . 7794 9.7  =1,176.5 =14.7 208,.7 2.6 -188.4  8,196.5 8,008.1 ~2.4
Subtot~al, 1954/55
te 1960/C1 - . 5,771.0 , 13.5 -1,696.3 -4.0 721.6 1.7 4,796.3 37,956.9 42,753.2 11.2
Total 8,458,0 12.9 5,2872.3 8.0 791.9 1.2 14&,%22,2 51,244,6 mu.qma.m 22,1

* TNecent Mats ~re not inwediately available,

The data presented here although outdated, do not change the
conclusions that vonld have heen reached by more dated data because the pricing policies of NMB remain the same

I
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agmresate enaings of these commodity exporis for the period 1948/67,
The toble shows a fluctunting downward trend in the contributions

of cocon, pali-o0ill, plam-Lernel, sround-nuts, and cotton over

the twentyw=year perios” vhilsti rubber presented a flvetnating

nprrerd trend up to 1960 ~nd then followed a dJownvrerd tread in

Jte contribution to export eoynincs, On the azrresate, the six
cori;odity exporis also followed a downward trend in contrihution

to earnings from all exports, storting with goventy-nine per cent (79%)
of 211l export carnings in 1948 and prosressively falli.g to the

Tovest fisure of fourty-one per cent (%17 in 196C, During the

decade 1958/G68, the mean ammal contributions to all export cornings
by cocoa, palm--9il, palm-'teruel, ground-nuts, rubber, cottion ore

18.5, 6.2, 10,9, 16,5, 5.3, 3.7, and 61,17 of £204 million respectively,
Durine the entire twenty year period, these nean annual eontributions
are 20,2, 9.0, 13,9, 16,9, 4.9, 3.9, and 68,87 of £159,6 million

(1)

respecilively,

A eareful as-esscent of Olatunbosnrn and Olayide (0) throwvs
light on the fortunes of Ni~eria's comiiodity exports with respect
to the trends in our share of world market demand for the cormodities,
cocoa fnced an upvard trend in demand and this lecads to Nireric

beconing the second laor~est vorld producer, k1 the cace of palm-oil

The picture precented hy zround-muts is one of general rising rarket
share and Nigeria is the third larrest producer of this cor:.odity

surpassed only by India and China, Paln<kernels present another

1, PFederal office of statistics; Amiual Absract of Stotistics,
Laros, Ni-eria,
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Table 9

Nigefia:Contributions lo export earnings by main cash crops (€N million)

' ' v : AGGREGATE
VALUE OF TIIE SIX
or ' AS PERCENT
TTALL 7T PALM PALM  GIIOUND- OF ALL
YEAR EXPORTS COCOA 0IL KERNEL »uT RUBBER COTTCN EXPORTS
1948 ' " 62,5 17.9 9.1 11,5 9.8 0.7 0.5 79.1
1949 81,1 1%.7 11.9 16.9 18.9 0.6 1.5 704
1950 90,2 19.0 12,1 16.7 15.2 2.8 3.0 . - 762
1951 120,1 3.4 13.0 20.1 9.3 7.5 4.0 71.5
1952 129,5 28,7 17.1 22,8 22.1. 4. 6.7 78.%
1953 124,2 24,9 13,0 22.2 24,9 3.3 5.5 75.5
1954 149.5 39.3 13.4 22.8 29.9 2.9 7k 7745
1955 132.5 26.2 13.2 19.2 23.1 5.€ 9.4  73.6
1956 134,.6 24,0 14,0 20,4 27.R E.% 7.1 74,9
1957 127.5 26,0 13.8 18,0 20.1 " 7.0 6.3 =~ TNeH
1958 135.6 26.7 12.7 20.5 27.0 7.6 7.9 75.4
1959 163.5 38.3 13.8 '25.9 27.5 11.6 7:3 76.1
1960 169,7 36.8 13.2 25,1 22,6 14,2 6.2 70.8
1961 173.6 33.7 13.2 19.9 32.2 11.0 11,1 69.8
1962 168.5 33.4 8.9 17.0 32,4 11.4 5.9 64,5
1963 189,7 33.% 9.4 20.8 36,6 11.8 9.5 63.3
1954 214.7 40,1 10.8 21,0 34,3 12.2 6.1 58.0
1965 263.3 42,7 13.6 26,5  37.8 11.0 3.3 50.3
1966 284 ,1 28.3 11.0 22.4 Lo.9 11,6 3.4 40;7
1967 271.0 54,7 1.3 7.8 35.4 6.4 6.5 54,7
Mean 1958/67 °04.0 36,7 10,9 20,7 32.7 10,9 6.7 61,1
Mean 1948/67 159.6 20,9 12,0 19.9 26,4 73 5.9 G8.8

Sourceg: Annual Abstracts of Statistics, Lages, Nigefia,

* Tecent data are hot {pmediately available, The data prosented lere allloush
cutdated, do not change the conclusions that would have heen reached hy tore
dated data becaunse the pricing policies of NMD reirain the same,

\ » Sm—
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T

indication of falline :zhare of market demand which has made MWireria
the larzest producer in Afrien and sizth vorld producer, In the

crse of cotton, there hos been o vising share up to 1963 after vhich
there as a nhase of falling cshares duc Lo growth of Coirestic textile-
mills, The gprsregate export enmings froo ithe six couw odiiies
averaszed £109,8 million anumally or 68,37 of all export earmings
during the period 19:8/67. Tais is a casze of rising total c:port
ecrnings by the six although contri™itions to ag-repnte national
export earmings, as shiovm in the last colurm of toble 9 folloved

an oscillatine~ dovnmwward trend,

An exaninztion of ealculnted rates nof growth of supnlies of
these commoditins frem export data in Table 10 during the tuenty-year
period presents an interesting pdcture of significant effect on
exports as well as revenue, The mean a.mmual 3y2ics of growth of
supnlies of cocoa, nolm-oil, palr=Xermel, ground-nuts, rubbher and
cotton during the neriod are 7.9, 2.9, 4.1, 10,5, 15.6, and 4.8 per
cent recpectively, On the revenue sife, the mean anwual rates of
growth hased on vorld riarket prices for these conrodities durins
the period are 9.7, 7.2, 5.1, 2.7, 30.9, and 23.3 per cent
respeetively; vhen valued at producer priees, the neon amwmal rate
of increase in producer revenue are 11,7, 5.2, 0.4, 17.3, 28.9,
and 14,9 per cent respectively, Durins this period producer exrmings
vere considerably lover {thnn country's earnings due to monopolistic
pricing of these cor--o”ities, vith the exception of rubber, In
Trhle 11 T present the prices nnid Lo prodncers of these commodities

as well as the percentage of world nrices for the trenty year Herilod,
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Table ]'Q . o . :
Nigeria: Fxports of main commodities ; . (thousand tons)
PALL PAIM _ . .
YEAR : COCOA 0IL  KERNEL GROUNDNUT = RURBER COTTON
1948 91,0 139.0  327.0 245.0 8.0 4.6
1949 103.6 170.0 276.0 378.0 6.9 *0.0
1950 - ’ 99.9 173.0 10,0 317,00 C1a.h 12.6
1951 , 121.5 150,0 347.0 151.0 20.9 15.4
1952 - 115.7  167.0  374.0 360.0 18,3 19,3 _
1953 . 1087 201,0  403.0 - 327,0 21,3 1.7
295%  98.4%  208.0  464.0 248.0 20,8 26.0 |
1955 88.4  182.0  433,0  397.0 306 33.2
1976 117,10 185,00 451, 448,1 28,2 27.9
1957 - 135.3  166.0  406,2 302.4% 39,9 25.2
1958 8.7 17..0  4kl,2 513.2 . 41,2 33.7
1959 : 42,8  184,0 . %30.6 498.2 53.3 . 36.9
1560 ' 154.2  183.0  418.0 331.9 57.2 27,0
1960 - 183.9  165.0 ~410.6 493.9 55.1 4G,k
1962 194.7 I18.0 366.6 529.6 59,6 23.2
1963 . 174.6  126.0 398,53  614.2 63.2  40.2 -
. 1964 ' 196,8 134.0 39%,2 S5ha.4 ©72.1 25.0
1965 . 255.3 150.0 k15,5 512,86 - 67.9 13.5
1966, ~1%0,2  143.0  394.0 573.0 70,3 14,9
1967 O 2u4,3 16,0 162.5 539.7 47.9 33.0
Yean 1958-67 182.4 139,90 383.2 515.0 58.8 29.4
Yean 1948-67  145.0  156.6 3511 519.7 40.3 -~ 24,3

Sources: Ammal Absiracie of Statisties, Lages, Nigeria,
- # Recent data are not imrediately availahle. Tho data presented here alilouzh
outdated, do not chanze the counclusions that would lrave becn reached by iore .
dated data because the pricing policles of NMB remain the samo.
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Nigeria: Producer prices and their percentages of world prices

AR COCOA WIM OIL voOPALN {ERTEL GIOQUNDNTUT . COTTON RUBGER®
. £/ton % £/ton % N/ton % £Nfton % £N/ton % IN/ton
1948 ’ 77.0 32.0 32.0 53.8 21.9 60,0 16.0 48,0 99.1 96.% $0.0 |
1949 120,0  98.4 13.0 55.8  26.0  57.8 19.0 39.6 102.7 70,9 86,0 .-
. 1950 100.6 50,0 43.0 59.7  26.0 - 63.8 21,0 92.3 54,9 19,8 205, 0
e 1951 120.0 46,9 55.6 59,0 32,0 40,0 - 210 22.8 . 37.3 11.6  359.0
1952 170.0 68,5 61.0 72,6  36.0 ' 635.6 36,0 45.7 56,0 16,0 226,90
1953 170,06  70.8 58.0 93.5 _ 34.0 53,1 36,0 43.3 56,0 18,0 155.0
© 195 . 170.0  543.3 50,0 71,4 34,0 64,0 36,0 45.5 . 55.1 195 139.0
195% 200,80 67.% X3.0 52,4 91.0  59.6 97.8 50.0-  56.0 19.8  18t.0 "
1956 200,0  96.2 23,0 46,2 31.0  58.% 26.0 46,1 56.0 21.9 168.0
1957 50,0 | 72.1 43.0 4Gp7 31,0 60,7 33.0 54,0 ° 51.8 20,6 176.0
. 1958 150.0  48.0 43.0 51,8  30.0 53,5 33,0 50.7 56,0 24,1 185.0
1952 .. - 150,0  s5.} 43.0 55,8  30.0  42.8 20.0 41,0 L 56,0 27.8 217.0
1960 160.0  76.9 453.0 53,1 30.0 4% 55,0 63.3 57.0 24.8 249.0
1961 11z.0 95.2 43.0 53,8 31,0 04.6 47.0 79.7 '57,0 23,8 200,0
g 1902 100.0 3943 35.0 46,1 26,0 56,5 43,0 79.8 49,0 19,4 190.0 -
T 1963 105,0  G62.5 35.0 46,7 26,7 50.0 50,0 72,7 44,8 18.8 . 187,0 .
o196k 10,0 62,5 36,0 45,0 8,0  52.8 40,0 677 . 4.8 18,3 . 169.0
R 15 10,0 100.0 36.0 39,6 28,0 - Ab.4 42,0 63.6 ' . A8.5 16.9  162.0
R 146 (5.6 bF7 16,0 46,8 ° 28,0  49.5 43,0 68.3 " 49,5 21.6 172,0
ST 1007 20,0  48.9 16,0 43,9 28,0 54,9 42,0 66,7 ¥7.6 24.1 168,0
~ = 3 5.1 51,0 22.3 185.9
R A S S A W 5 5 R I M
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The data presented in Table 11 lead {to the universal conclu-
sion ithat the monopolistic pricing of NF.B has‘geen designed to
accumulate substantial trading sarplus as well aé serve as a
vehicle for the colliection of taxes for the government whilst the
price and income stabilization objectzves hazve not been carried
out in any significant manner, A number of other studies on the
role of the NPAMB concluded similarly that its policy of withdraw-
iné large sums of money frcem the farmers was inimical to increased
produétion._ Olakanpo and Teriba (1) contended in their study that
*Lhe NPMB manupulating prodncer prices under a declining world
market situatign succeeded in imposing addlitvional tax om export

produce and this engendered serious disinc#nﬁive effects on long

run acreage-prodnciion responae: Dupe Olatunbosun (39) commented

tiat "I‘he share of agriculivre in GDP hag fallen from 95 8% in
1966/67 to Juat below 427% iu 1971/72. . « = « o s+ « =« « « this
reflects the diminishing rate of growih of production of export

crops resulting from low producer prices paid by various marketing

boards.'

These comments were largely based on analysis presented in

tabular form like that of Table 11. Such analysis may be mis-

-~

leading hence emperical estimates of supply functions for commodity
exports become very 1mportant as the most appropriate method of
investigating the fiscal role of NPME on output. Let us examine

-

some of the few emperical work done in this area,

1. Olakanpo and Teriba, 0: 'Fiscal, Monetary and Investment
Implications of the marketing boards' (Mimeo) Paper presented
at the conference on marketing board system, lbadan, 1971.
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Olayide S, O. (%41) used ordinary least squarss (0OLS)
regression technique to develop three types of price elasticities
of supply for six comuodities - cocoa, palm oil, palm kernei,
groundnut, rubber, and cotion. Price elasticities of prcduct
supply were estimated with the general purpose of detérmining
whether rébunse in product might be large or small in rclation
to price changes and in the presence of monupﬁlistic policies of
NPMB. PFor example, highly elastic supply functions meant that
2 policy which resulted in lower commodity prices would have -
highly significant effect in reducing crop output substantially,
On the other hand, low elastic supply functions meant that a
considerable drop in commodity prices would have only a very

amall effect in reducing output and conseguentiy factor use. The

specification of the supply funcitions used is given as

Qt - f(Pdt-i, Pwt A, At-i, Wwt, Dt, T, Qt-i) (1)
where

Qt - the quantity of the commodity supplied in any
given year in thousand long tons,

Pdt-1i = the domestic producer price with the 'appropriate’
lag in £N/tons.

Pwt = the current average world price of the commodity.

At-1i = k;reage actually in production with the 'appropriate'
lags, l 4 ‘

Wi = weather variable computed as an index of rainfall

and humidity for the appropriate production season
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with due congnisance of biovphysiographic crop

requirements{

Dt = index of disease variable, which is very relevant
for commodities such as cocoa.

T = the trend variable measured in years.

Qt-i - quantity supplied in the last crop year as a proxy

for stock adjustuents,

Two variants of this function were considered, The first is
the case where the world price of the comwodity was not included,
whilst the BBCPHd is the casc where it was included. This is to
capture the changes ia price elasticity of suapply. The third
model is to see the extent to which worlad price influences producer
_response, Indircelly, it influences what the NPMB pays producers,

Thug model of the following implicit form was considered realistics
Pdt = #(Pwt-1, T, T7) (2)

On the basis of these three models he was able to estimate
three types of supply elasticities, The first is that cf the
model where world prices were excluded from the estimaiing equations,

\ i

This is given as:

B1zs &9 , Pd_ (3)
ara Q

The second is the case where world price is included in the

estimating eaquations. The elasticity coefficient is of the form.

E2 - e1+02 = dQ ,Pd -+ dQ . Pw (Il)
dPd Q dPw Q
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The third is the prodvct of the first elasticity (B4) and that

obtained from equation (2), This is of the form:

Eq = Eqe3 = 63 . P4 ,dPd Pw . d9 _ Pw
w3 1¢3 o 3 dPw’ A~ - dbw 3 {5)

The price elasticitiesg estimated are pvesenied in the Table below. .

Table 12.
Nigeria: Price elasticities of export supply.
‘Model 1 Model 2 "~ Model 3
E1 e E2 02 E3 63
Cocoa : 0.197 0,158 0,596 0,438 0.038 0.19%

Palm kernel 0.048 0,050 0.095 0.04%5 0.002 0,036

Palm oil 0,220 0,258 0.502 0.244 0,051 0,231
groundnut 0.295 0,240  ©.723 0,485 0,002 0.007
Cotton 0,032 06,0002 0,040z  0.040 0.024 0.738

Rubber _  0.170 0.235 Gkl 0.206 — —

Source: Olayide 3. 0. (41) Pp.274,

From the study, Eq show highl; 1n;e1astic response to producer
prices paid by the NPMB during the period under study {i948-67),
This explains the worsening productiop situations in Nigeria's :
export economy, E2 are larger in magnitude than B4 amd can

_ ba”;nterpreted to mean greatér response of producers, This
study cﬁnfirm the disincentive éffects of the pricing pelicy

of NPFMB, :
: {
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s ‘ In ancother siudy by Clayide, Ogunfowora and Essang€ %2) using
simulation exéeriment, they concluded that 'The results siginify ' ?-i
the ;ééd for a complete review of the structure and conduct of
NPMB, since this body handles the overseas sales of Nigeria's
commadity experts. The organization, Tunctiions and foreigr as well
as domestic sales policies of the NPMB would have to be rompleiely
overhauled if the crop economy 1s to benefit from higher producers!
prices as well as redistribute surpluses due to the blend of ‘spot!

1)

and *future' sales policies'

All the studies made by academiclians point out 1o the depressing
Irole of NPMB on agricultural production, Nevertheless, it is a
credit to the NPMB that their huoge surpluses were used for develop-
ment purposes and in graniing loéns to Regicnal Finance ard Develop-
ment Corporations and in inveciments in private companies noiably
most successful manufacturing enterprises. See Table 13, Some
of the surpluses were used to lmprove the gquality of Nigerian
export crops, The most dramatic improvement in quality was achieveé
in groundnut exporits where the percentaoge of the first grade rose
ffom zero to one-hundred (100) beiween 1951 and 1963. This ren:hta.rk-...j
able imprﬁvement in quality is largely attributed to the maintenance
of NPMQ pf grade~price differentials sufficiently large to induce

the production of high grade produce,

1. Olayide, S, 0, 'On the typology of agricultural policiles’
AER No, 72. 1 Pp 69-75. June 1972,



Financial Operaiions of ithe Marketing Boards, 1961-5 .
: (£ willion)

Contributicon
Lo Regional

RN Government

: Surplus or - . Capital
Year Income Expenditure® Deficiency (-) Funds
UESTLON REGION LARKETING DOARD -
1961/2  33.€3 29.90 5.9 . 4.83
1962/ 33.35 23,04 " 5.35 . 8.36
1963/4  AGh2 39,42 7.00 | o
1964/5 42,52 1 39.12 | 3.40 |
BASTERN RIGIOT LARKETING NOARD e
190172 18.77 18.75 | .02 | %.00
1962/3  14.59 12,89 1,70 . 2,00
1963/4  17.16 13.98 o o3as | 3,00
1964/5  17.15 14,69 o 2,46 - 2,00
NORTIIZRN REGTON MAIKETING BOARD |
1961/2  43.%0 b4.66~ - =1.26 -
1962/3 50,83 50,40 | 0.3 o
1963/ 4 45,00 45,00 — -
1964/5 4h,o0 44,00 - -

*  Including reimbursceents made for all services provided by the
regional governments, but excluding contributions to the
regional govermments' capital funds,

SOUNCES: Marketing boards' Anuual Reports; regional governments!
Estimates, wvarious years,
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A careful study of figures of agricultural production in
Table 10 show in genercl an upward trend. The rise in production
s partly due to the stabilizaticn policy of NPMB who used their
huge reserves in reducing fluctvations in producer prices, These
are credits which should not be ignoreq, Nowever, the deteriora-
iting rate of production of reoemt years should not be attributed
to the NPMB price~fixing alore. hMany farmers are not educated and
do not generally consider tavation in their production decisions,
Also, the effect of price-changes would be assymetric particularly
with respect to tree crops. An increase in price would result
in small price-elasticity of supply because cutput cannct be adjusted
upwards instantaneously. For example, it takes between five to
seven years for cocoa to be planted and bear their first fruits.

A fall in price covld result in larger nrice-elasticity of supply
‘since farmers could refuse to harvest the crop., DBut in general,
this will not be the case because tree crops like cocoa are irrever-
sible investment, When planted, they continue to bear fruits with
little cost in clearing and spraying of insecticides. It is there-
fore unfair to put all the blames of the depressing trend in the

production of export crop on the pricing policies of the NPMB alone.

There are also statistical difficulties in the estimation
of price elasticity of supply in Nigeria, One of suca problems
which Olayide S. 0. rightly recognised is that of dynamic specifica-
tion of parameters which should be included in the supply function.

Different specification depending on the variables which the individual
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consider important to be included may yeild wide varying results.
There is also the consideration of large error term arising as a
result of disease, pests and weather conditions and also data
which are sparse and unreliable, Such large error term generally
results in the poor precision of parameters. 1In the case of data
problem, we need a set of long-run data for better estimstes. This
is why future estimates are likely to yeild more reliable results
than the present one. It might also be more appropriaic to use a
weighted average of past prices rather than use yearly prices,
Farmers are more likely to respond to a set of average prices

rather than individual yearly prices.

These considerationr mentioned above and the statistical
difficulties of estimating price elasticity of supply ﬁean that
the resulis of the studies made must be viewed with great caution,
even though it is an approach in the right direction. However,
some of the criticism of NPMB are legitimate. First is the assump-
tion that the most appropriate development strategy was one which
concentrated on the development of the urban sector, The urban
orientation strategy of development has greatly increased rural-
unemployment problem, Second is the fairness of withdrawing large
amounﬁ of money from the faruwers' income, My criticism of the
studies made on the yole of NPMB lay largely on the degree at which
the depressing trend in agricultural expert production was blamed
entirely on its price-fixing activities, Third is the structure

of NPAB which is run on state basis, The recent division of Nigeria

r

W
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into 19 states means that there will be 19 states marketiing boards
resuiting in unnecessary duplication of activities and high over-

head costis.

These criticism have led to a reorganization ¢f the structure
of NPMB., The reoganization decided upon comprise a Price Fixing
Authority and seven commodity boards which will operate on a nation-
wide bezis, with the headquarters of ecach board as near as possible
to the area of greatest production of major commodity - . guestion.
The object of tlie new system is to encourage production and improve
the marketing of major agricultural commodities, to provide the
maximm benefit for farmers and to satisfy domestic needs and
finally m2et export demand, The seven boardsg, whichh will cover

key food crops as well as traditional export crops are:

(1) Cocona Board - also responsible for coffes and tea;

(2) Groundnut Board - also responsible for swoya-beans, beniseeds,
shea nuts and ginger;

(3) Cotton Board - also responsible for kenaf and similar fibres;

(4) Palm Produce Board - palm kernel, palm oil and copra;

{5) Rubber Board

{6) Grain Board - all food grain

(7) Root Crops Board - which will deal with tibers and root crops.

These reoganizations, I believe will go a long way to correct-
ing the criticism levied on NPMB and make it perform its principal
roles of a marketing and stabilizing agent rather ihan its present

role of oppression and malaministration.
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9:3, Implication of export taxes on Nigeria's agricultural output.

Export taxes create a disincentive effect to export expansion.
The effective income (depending on quantity response) of the
producers are reduced and the rate of return on ivectment falls.
However, it has been explained that price and techhological factors
are important variables delermining agricultural output in Nigeria.
From this analysis one coan see that while expori taxes tend to
reduce output, technological change increases output, .e are now
faced with two variables working in opposite directions in agricui-

tural output. This .issue raises serious economic impliecation for

to what extent could it have been possible to Iinauce the expenditure
which stimulates export growth without export texes? There is no
doubt tﬁat although expﬁrt taxes tend to reduce agri-ultural |
output, the revenue derived from this source has been channelled

to the promotion of the agricultural sector and in providing
cooperative factors for agricultural development in general in
Nigeria, If export taxes have provided funds for growth, the

conclusion drawable is that export taxes have nol constituted a

major deterrent to export production and economic growth.

Despite this‘conclusion, there is relatively little scope for
further gains in export'tax revenue for the present tax burdens
are high eneough, This being so, the federal govqrnment has there-

fore decided to feduce the tax burden in order to encourage the

farmers to increase production especially as other sources of revenue have



become open to the Niserian government, In the 1976/77 budget export
duties on various expcrt commodities have been reduced, For example,

the duty on groundnut has been reduced from 33 io 20 per cent (1)

Export taxes have of recent affected the distribution of output

between different kinds of crops and between crops and livestock

in Nigexia, There has been a shift from export commodity production
to the production of domestic food crops., Two factors are responsible
for this ehift in production, First, export taxeg affect only

farmers engaged in exportaile produce and those farmers who engage

in domestic food crops nre not taxed, This discriminatory nature

of the tax meauns that farmers have been zoving from export production
to domestic fooqd c}op production. £pert from this, the export
producers pay higher income taxes than those farmers cngaged in domestic
production because the incomes of exnort producers are more easily
determined, This nature of the Nigerian tax rystem is highly in-
equitable since it penalizes expert producers and neglects domestic
producers. Second, many farmers who previously were mixed farmers,
producing bhoth export crops and domestic crepe now specialized in

the production of either export crops or domestic crops alone. In
this situation, farmers who now specialized in export production
became buyers of food crops just like the non-farming population of
the country. The fall in domestic crop production eraising from

the specialization of export producers increased the prices of food-crops

1. See West African Mgazine No. 3068 19th April 1976,Page 527,
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and the price incentive effect stimulated domestii~ food production
particularly for markets in the urban centres. Lowever, tho increased
food production is not sufficiently large eneough to reduce the

price of food crops substantially and this is causing great concern

to the government. The refusal of the younger membcrs of the genera-
tion to cultivaia the land has not helped this problem either, The
recent govermment's efforts in reorganising the marketing board

system and the 'feed yourselfslgampaign are meant to bocuct both

export and food-crop production, Such measures while encouraging
agricultural output in general are also geared towards curbing

inflation in domestic food-crop production,

There is also the consideration for livestock industry in Nigeria,
Although farmers who engage in livestock production are not aftected
by export taxes since livestock is not exported by Nigeria, ihere
has been a relative increase in livesiock production espuecially as
farmers are able to'QVade the personal tax, These farmers, move
from state to state during assessment period in order to evade tax
payments. This means that although export taxes may not in general
be injurious to economic growtl and agricul tural production, it has
far reaching implication for the distribution of output between
différent kinds of crops and between crops and livestock, This
sectoral distribution of production is bound to have economic

implication in shifting the distributicn of income as well as affecting

1, See Viest African Magazine No. 3068 19th April 1976, Page 527.



personal incume taxation as a source of reVeuhe. Since thode farmers
in ihe livestock and food-crop areas are more likely ©2 evade
personai taxation, the finances of the government are bound to be .
affected in the long run, Thig calls for the government. to 1ntrodu§§
megasures whereby those farmers who engage in food-crops and livestock
production to, by effectively taxed, not only for equity consideration
bui also for the revemue loss that a redistribution of production

iz likely tc create.
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3 8, Non-tax faciors affecting agricultural production,

Mixed farming is traditionally pract.sed by Nigerian farmers,
Immediately after the second world war, the rise in prices of certain
exportable primary products pariiecularly cocea necessitated. some
farmers who ﬁere favoured by climatic ~ondiiions to concentrate on
the production of these products, This is the basis of a sort of
specialization in agricultural production in_Nigeria. This means
that'world prices is an important determinant of agricultural production
and helped to increase the production of cocoa, palm produce, cotton,
and groundnuts from the cariy fifties until thq‘latc sixties when

¥

world prices started to decline, Since farrzrs were very sensitive

to priges Paid for their agricultural prudgcts,(l)

it was not surprising
that production fluctuated with the world prices, The Incomes of

tlhie farmers becowe dependent apon extermal world prices and climatic
conditions of the particular year. This factor largely necessitated

the creation of marketing boards whose functions included the stabili-
zation of producer prices in which case agricultural production was

no longer impaired by the fluctuating world price. Also, the

government which depended heavily on export taxes as a maJor'source

of revenue was guaranteed a steady revenue and government expenditures
ne longer had to be diciated by the fluctuation in revenue ayising

from the fluctuation in production brought aboui by worid price

fluctuatione,

1. See Helleiner G, X, (19) Page 600,
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The price incentive effect on agricultural productioi. is one
of tﬁo theoretical justification for agricultural taxation as a
tool of economic development in LDC (4), (5), and (6). It 1s believed
that higher price induces peagant {farmers lo increase agricultural
production, Although higher prices act as an inducementi to larger
acreage, one of the major factors wiilch has increased pruduction iu
Nigeria particularly of export crops is the introductiovn of high

yeilding varieties (HYV). Cocoa has benefited most from its introductior

The other major factor is what I shall refer %o as variable
inputs {other than labour). These include fertilizer, physical
capital, irfigation, spray for weed controli and chemicals for insect
and‘animal control. In the case of each of these inputs, per capita
agricultural output increased with respect “o the rate of its
utilization., This is where the role of governments and marketing
boards become very significant for they provided, the credit facilities,
which enabled the farmers to purchase these inputs and established
farm settlement schemes where the farmers laernt how to use some

of the equipments,

One other key factor affecting apricultural production in
Nigeria is lack of-adequate storage facilities. Farmers who produce
in large quantities find it exremely difficult to preserve their
produce when they are harvested and are in abundant supply till
éhe next planting season when output is in short supply. As a

result of this, prices are generally very low diring the harvesting
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period because of the abundant supply and in the planiing period,
prices increase rapidly because of the relative scare supply. It
is estimated that about thirty per cent (30%) of total agricultural
output is wasted due to poor sitorage facilities, DBecause of the
inadequate storage facilities, agricultural produciion particularly
the cultivation of domestic food crops like yams, cassava, beans
am! vegetables have been greatly affected. Farmers generally
cultivater those quantities which they congider they will be able
to sell before they go bad and this faﬁtor meane that agricul tural
- production has been greatly impared by lack of stecrage faciiitiea.
Eificlcﬁt storpg» facilities when eatah{isha& will ensure a steady
flow of produce to the market according to the éxpected demand,
prevent unwanted sefasonal variability of prodvce. prices as well as
prevent the loss of income to the fafmcrs due to sperilage. The
governmerts and the marketing boards bave realised this immediate
problem and in tbhe government's current budget, have devoled
substantial amount of money for the provision of adequate storage

facilities for the farmers,

- The existing land tenure system is also not adequate and it
needs reformation, This prohleﬁ although not peculiar to Nigeria
is inhibiting agriculiural production in many LDCs, Most of the
agricultural land is privately owned and this is passed oﬁ to
children after the degth of the father, This has resulted in

general to fragmentation of agricultural land in which case some

farmer's production is restricted by the available land inherited

-



56

from their dead fathér. Apart from this, some farmers who have

inuecited large portioms of agricultural land may be unable to .

"_devplop the land and mage maximum use of it, This means that
scarc;ty of agricultural land isfound side by side with abundant
supply of land, This repugnant system to iﬁcreased agricultural L
production needs to bhe changed, All agriculﬁural land should he
taken over by the governments and local governments bhould be
empowered to administer the land, Each farmer oxr potential farmer
siould ko given a fixgﬁ nuinber of acres of la?d in whatever area

is preferred and whoever needs more land'than‘this give number
sliouild apply to {1he state governﬁent who will txeat each applica-~

tion according to its merit,

.k -

A pituzation which if noi diséouraged is depletinz agricultural
prodﬁct;:n.is thg gmergence of middlemgp'in the nmr@g;ing of |
domestic faod crops. mhese crop ¢of middlemen have ste;dil;:been
ircreasing in numbers.becausc of large scale unemploymant, They
normally buy up agricultural fooderops from the farmers in their
farms, at relatively low prices and sell them in the urban centres
at very high prices sometimes making ‘a gain of about three-himdred
.per_cent {300%) on some items. This means that large incouwes wﬂich‘
shouid have acrued to the faxmers as a just reﬁard for theilr efforts
are now being drained away by the middlemen. There is ns tfoubt
that higher prices serve as an incent;ve to larger agricultural

~ production but the activities of middlemen in eroding the farmers'

.

income have become a menace to the cultivation of food crops., This

-~

new development should be frowned at by the government. '

K
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CIAPTER Y:  Agricultuval Taration and Zuployment Consideration,

%e1l, The supsly and demend for arricultural labour,

h,2, The iupact of asrienitural taxation on ewployient,
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4.1, The sunnly and Jenand for agriculturnl lsbour.

Unemployrent and undercnployrent of !alour resources are
currently serious probleis of socinl and econocie significance in
Nigeria, Thig nezas that it eeoties necessary to study in great
detail some effects of national policirs as a basis of resolving
certain issues particularly ihcse related to mmemploymnent and imder-
" euploynent. One of the ranv approaches is to consider the factors
deternining the supply and denand of labour in the Nigerian agricultural
sectox,; Such an analysis becornes relevant beecause our knovledge
of the impact of asricuvlitural taxation on such varizbles will
help us to lmow vhether agricultural toxation increases or decrecases

emnloynent,

Let me first of all coasider the supply side of labour, Conven-

tional economic analysis predicts thal the wvage rute is detewnined

at the point vhere the supply of lobomr equal the value of its
narginal product with the podification that in LDCs up to some
point,hizher vazes will enable workers to inciease their productivity
through a betler diet, In thece eirvcumstances, vages and erployment
will be set at lavels reflecting the degree of monopoly in the
produce rarket and monopsony in the labour market, It is argued

that becanse of geosrophical isolation and feudal nature of the
labonur force, vaces may be so low that calorie initcke is insufficient
for workers to Dbe productive, or there may he substantial uader-
mployrient of both labour and cultivated land, The arzucment still

supporis the foct that the supply curve of labour is nornally sloned
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or sore feel that it is baclward sloping because vorlers vork

(1)

until they reach a fied target incone,

It vould seen 1i'iely that the supuly curve of labour is
forvard sloping in rost rural arens tnday, cven in countries with
allegedly *unlirdted surplie=' of labour, it was avgued that zince
igcreascs in the demand for that labour undoubtedly raises its
raserve orice, from the e.ployer's or landlard's point of vic ,
as the musber of wvorlers increases, the vage offered shh 1d dcerease

hecouse the morsinal value of production per voriexr will decreas (7)

P

Vhen vages are thus opticized, the rents are of course tatinised.
If social pressures or goverment legislation vere to force landlords
fo erploy zore people than ithis equilibriu: aiounl, poth wnges and

rents would fall, 1f wvages are artificiallylent hizlier than equilibium

then enployment wust fall,

In a more genoral framevork, the supply of labour depe:ds upon
preferciaces for leisure and income, Leisure demands depen? upon
social status and arrangercnits and income depends upon avaiIJhiiity
of cash crops, financial corummitments, fonily slzc(?)and so forith, In
terms of this model, the higher the demand for cash and less strong
is the extended fonily system, and less demanding the social organi-
zation in terms of time for social functions, the gsreater the
income effect of a tax iz likely to be in rclation to the subsidiutien

effects (13) That is, the cconomic analysis stressed earlier 18 sound,

1, See Richard, !, Bird, Taxin~ A-ricultural 1-nd in Developin:
Countries, Ilarvard University Press, Canliidge,
lassachussets, Pare 137,

2. Family size ond considerations arve iiportant ia the detercination
of individual supply of lahour, Yany of the forvers rely leavily
on fanily lahour, Tie richer and rore extensive is their azri=-
cultural land, the less lilely is labour to be hired ont
vhatever the external varce rate,
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but it pust always be renemhered that it operates within a
soclolizical framower’: vhich af Cccts the masaitudes of relevaut

variables,.

Let us now consider how a:rlchlturnl toxation vwill affect
the variadles oa the supnly side in the context of Migeria., It
has been explained carlier tnat there is u high degree of peitsonal
tax evasion in Nigeria, as ligh as cishiy per cent (807) and hecause
of under cssessuent and poer aﬂninistrahion, this foim of tax
has ho significant ivpact on individual incorme leisure choice. .Also,
tax considerations do unot ~eaer:lly affect fornily size and social
status, Ve can thererfore safely conclude that agricultural
texation has a nentral effect in so far s the supply slde of lahbour
is concerned, Tiis being so, ve ove left to coasider the topoct

of taxation on thec deiiand side.

The deucnrd for lahour in the agricultural sector looked
in another vay is the supply of agricultural ontput, Paul Zarecibka ﬂBQ)
in his theoretical analysis of the supply of agriculturzl outnut,
showed that the major determinant of incrcascd employient in the
asyicultural sector is increased ouiput either due to a growth in
the total area under crops, high ycilﬂing'vuricties, better
ma}koting arrangenents and techinienal chanse. This means that if
we have to study the irmpact of agrlicultural teoxation as it relates
to the derand side of labhour, we have to study itis impact on
the supnly of agricultural product viiich effectively rieans the

impact on output,
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3ol The irmact of a~ricvltursl taxstion on erplovient,

In this section, ouxr attention is directed te vheiher
agricultural taxation has inercased or decrecscd employnent or
vhether its effect is neutral,

In Chapter 4,1, il vas concluded that to lnow the effect of
agricultural taxation ou cemplovuent, we must first ot atl consider
its impact on output, Assume a production fiiction fo an
individual farmer wvritten as Y = f(N, L, I, T) . . « . (i)

vhere

Y = output

N labour ntilization

g
n

land under cultivution

=
n

the degree at vhich I Y V are utilised

-3
1

= techiiical change.

In the Nigerian context, since agriculiture is still largely
proctised in its traditional lor:, ve can safely assume that in
the short-run L, II, T, are fixed, In other vords,

Y= f0I) o o o o o o 4 e e e e owoe o« (1)
o

increased output is a funetion of lahour utilization alone. An
increase in output ﬁeans that labour utilization zmst increase and
a fall in output means a fall in lahoar utilization,

In the earlier analysis aboul the irpnct of cgriculturcl
taxation on output, a nuuber of siundies shiowed that output hos
fallen, This being su, the effect of agricultural taxatiion has

ireduced crployzent in the agricultoral sector,
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Despite these thearetical! consicderations; a nuuber of econonie
and social factors arc¢ very rolevent in the considerntion of
employuient in the agricultur~1 scctor of the econoty. Firstly,

Jiile it is true that azrienltnril taxation helps to reduce
agriculinral output particularly exportuble products, many of the
farners generally do not concider tax [actor in the determination
of output. lany of them d¢ noi have delailce®l knowledse of the lax
system and hence cdo not gon2irlly recognise the tax burden, Lith
particular reference to corcoa farers, toxotion may not adversely
affect prodrclion as theorised YNiccause thece are irece craps viitich
bear fruits yearly and high burden of tares comot r.ale farners
chop down the plants, Tree crops nre dificrent fron nsual crops,
There is an asyrazetry involved becouse of the irreversible iuvest ent.
Taxation hovever can affect ivereased acréoge culilvaiion in ihe
lonm=-run,

nelated to thic point is the fact that most of ihe fornms of
agricultural taxes ave iadirect in nature, Tidirect toxes
renerally bove less disincentive impnet in LDCs thon direct toes. (1
This means that although theoretically arricultural t-xation leads

to a reduetion in e:ployient, the reduction is not as effective

as it should be becamse [farvers are ignoront of the tax system and also

v

1., From statistical evidence, LDCs rely rore hecavily on indirect
taxes than direect taxes; Sce J, F. Due (@Q2) ra.e 2. It can
be argued that one of tiic rcnsons for LICs relinnece on iadirect
forms of toxes i3 bDecouse tlhere is 1little or no shiifting and
revenue [rom this source con be guaraateed, This coupled with
the fact that nost farmers are ignoront of the tax measurcs
nean that its disiucentive irpact is minimal, One can also
observe that despite hizh duties i .pose’ oa iuportced goods in
LDCs, the volume of i:port ruther thon decrease usunlly
increcse, depicting its miaizal disincentive ivpact.



ag a yesult of the indircet navure of the {ax, Lven in the c¢-se
of direct toxes (in portienloariy personal inconme toxes), the hich
cegree of evaslon, wder-ascessnent and o inlstrative provlens
vihiieh hove heen referred té mecan that the tax burden is very low

aund thercfore its impzet is :inimal,

Sceondly, eiployment in ilie agricultural scetor has been pireatly
affected hy socinl prablems. The wvsual low wage rates coiwign in
the agricultural sector of LDCs means that hired lahour is not

readily availables, There is a hizgh degree »f migration to the

urban centres for bhetier poy arnd city life,

The situntion ic also not helped as o wvesult of the introdnection
of free privavy ediucotion. Uunder this scheue all children of
prinary schiool :gc are elizile {o be admitted iato priuary schools
vithout the payment of scheold fees, Vany formers used this opportunity
to send their children to schools and effcctively reduced-the :uer
of people vho would have been ciployed in the agriealtural scctor.
These children after their priiary ecucation cousidered themscolves
too superior to go 'back to the land' even vhen there z2re no job
opportunities for tlhen in the otlier sector of the econoury., This
has led to massive goverment efforts at iducing people to o

Thack to the land ' with parginal results,

The introduction of minirum vanse rate means thou Taruers
senerally conld not afford hired lahour and have to depend
in wost cases on fanily lahour. In the cocoa preducing creas of

Ondo State, nany of the cocona farmers arc able to pay for hired



labour vhich often coiies from the Tastern States. They are able
to pay for hired lahour firstly because of the higher incowe fron
cocoa, Sccoudly, many of the labourcers are generally widerpoid,
well Delow the wminiimr wage level and there is no way by vhich the
governtent can enforce ninimum vage payents partieculcorly in the

rural areas,

Another factor viich affects the utilization of niired lahour
isconuecled with risiné food prices. The rapid rise in food prices
rieans that vorkers vho depend on the market for their I'ood cre
spending a coasiderable proportion of their income on icedirs, Since
there is abundant supply of land, particularly in the rvral arens,
nany workers now have larce gsardens or soali farms where they -orow
gorze of their food crops and do not as a result have to depen?
entirely on purchase from the narkets, This developrcnt rieans
that the 1litile scope by vhich riore labour would have heen necrled
if nore farizers produce for the rmarket is no longer avoilable,
Parmers in the rural areas generally produce only for their irmiediate
fanilies and a little extra for zale., It is only in areas ncay
to large urban centres that farriers are able to increcoase production
substantially for sale. In such coses, hired labour oy be needed

but not to a significont degree,

All these econoniic and sociologlexl factors prove that altlwugh
theoretical oinlysis surzests that agricultural taxation reduces
erploymient in the azriecultural sector, the ~ctual situntion camnot

be easily predicted. This calls for econoretric studies to deteruine
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the actual isact of apriculturnl taxation on enployvient. Such
a study apart from its acadenic importance, will be us~ful to the

government in forvmlating tax policy,

In cenercl, the consilerations of erploynent ond urbaniration
sussest strongly that this is not the time to atterpt to get lore
revenues out of ugriculture for the nore succeszful the effort,
the greater tho impact of micrantory flows., On the other haand,
zitxloyment in the rural arcas may be increased by encous ~ing the
use of taxes lo provide neccessary corplenents to increase agricultural
rrocduction such as aceess roads, water, fertilizer, maciuinery and
ceCucntion, The rupld mechanization of asriculture will surcly
bring those vihe recard agriculture ns dirty job Dael fo the land,

If n person does not regard working with nachiines in factories -s
dirty, sueh o person will olso he delighited to use machines on the
farms, It is the use of crude agricultural irplenents ithat make
agricnlture very hurdensome, tiresome, a “irty job and a poor
enternrise, Increased production will definitely rean tint ﬁore

labour will bHe required daring the planting and harvesting seasons,

The totality of these policies will help inercase exployreni within
the azricultural sector as well as lucrease eployment in compleneatary

areas to agricultural production,
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APPILISAL AND POLICY RECOLMENDATION,
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CIAPTER 5: APPRAISAL AND POLICY RECOIIIENDATION

Nigeria's use of agriculiural taxotion in its developmental
program needs a carefvl re-examination, The heavy reliance cit
marketing board taxes and export Laxes should be discontiuued as
many studies have pointcd out overwvhelmingly to the discriminatory
and disincentive e¢ffect on output, Ixport taxatien corsi'lutes
an extra bhurden for one type of productive activity wii~h is not
borne by others. This inequality in the burden of the itax calls
for a re-examination of tax policy. Land taxes which has not Leen
effectively utilised conld be a useful source of revenae for
development and also could be an effective means of coupelling

landovmers to make a more profitable use of their property.

The tax structure needs to be re~examined in order io mke
agricultural taxation a more proficient fiscol tool of zoverament,
This is particularly truwe of personal income tax where a high
degree of tax evasion, administrative and social problems have
made nonsense of this form of taxation. There is therefore the
need for tax experis to wake a careful study of the issues involved

and devise means whereby these problems can be solved,

Nigeria's tax policy wiiiehh is wainly geared tow:rds the
trangfer of resources to the non-agricultural sector of the
economy should be discouraged, Such an actlion has resulted in
massive migration to the urban centres while the depopulated
rural areas are left with poor amenities and inability to get

the required labour with which to increase their agrienltural



ouitprt. A pelicy of the development of the rural sector is called
for in order to rcduce the social evils of urbanization, encouraze
peopla to remain in the rural areas and embar’s on inmediate
action towards the mechanization of the agricultural sector for

increased output.

much as revenue from arricultural taxation is an iupertant
source of funds for development, the disincentive effect on
production and the fact that petroleum has become a useful revenue
source, call for a general reduction in its rales so as wo encourage
farmers to increase output., IHHowever, I am not advocating for its
total abolitior becnuse the employment of the revenue collected
is in some sense preferable to the consumption and irvestment
expenditures which would have taken place in their absence, The
direct contribution of farmers to capital formation is negligible
and the richer they becoune, the more is their likehood to develop
tastes for foreign produced goods which inerease import bills and
affect balance of payment equilibriun, Also wmuch of the noney may
be chamnelled towards marrying more wives, undertaking expensive
and wasteful parties for gZrond and great grand-relatives and
engazing in unwarranted lawsuiis in order to enhance their social

status,

In order to encournge farmers to greater output, a systen of
tax credii could be devised whereby a farmer whose output is rore
than a given minizum is given tax rebate. The required minisnm
output and rates used should be revised periodically according

to the circunstances., Tax credit system could help increase
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output if faruers sirvgegle to produce more than the required
minirmm necessary to obtain {the credit, The administrative

probiems in its implem>ntation and the inequitability of such

tax measure whith effectively is regzressive are different lesues
which can be .taken core of, Such tox wmeasures are best administered
at the local level vhere cutput can easily be identified, To the
protagonist of the fairnecs of such a tax measure, the recalization
that this i1s a temporary and inceidental measure and the fact

that no tax measure howeveir mood intentioned is totally fair are

encough conufort to water thelir challenge,

The system of relacive low import duty on imported agricultiural
machinery and raw materials has not worited the desired wonders of
accelerated mechanization of agricucture, Farimers should e
encouraged to form cooperative undons and the tax credit systen
mentioned nhove could be ticd to it., Also cooperative unions wvho
plongh back their resonrces to buy up nodern agricultural tools
should be given further tax concessions. The direct involvement
of the farmers in the tax system would wno¥%c them realisc what
they have to loosec in tax concessions if output is low and crude
implements are continually utilised, Sueh knowledge could make
farmers work harder and the desired increasec ia agricultural outpnt
and the rapid mechanization of asriculture for increase productivity

could be realised in a shorter period than hither to anticipated,
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