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ABSTRACT

SINCE the introduction of +the Structural Adjustnment
Programme in 1986, the Federal Government has been
introducing a series of measures ainmed at stinulating
I ncreased agricultural production. One of such neasures was
the abolition of the seven commodity nmarketing boards which
from 1977-1986 were responsible for organising the marketing
of Nigeria's major agricultural produce Including cotton.
This was informed by their identified Inefficiencies and
inability to sustain expanded comodity production. Si nce
9.8 therefore, cotton marketing has been operating under the
free-market system

The objective of this study was to determ ne whether
the new marketing system has elimnated the inefficiencies
associated with the comodity board marketing system To
achieve this, data were collected froma total of 75 cotton
farmers, 15 cotton buying agents, 12 cotton nerchants, and 3
cotton ginning conpanies in Bauchi, Katsina, Kaduna and
Sokoto states during the 1991/92 cotton season.

The data were analysed using descriptive statistics,
gross and nmarketing margin analysis, marginal cost analysis,
price index analysis, Efficiency Ratio and three measures of
concentration nanely: the Gni Coefficient, the Herfindahl
Index and the Coefficient of Variability. The results showed
that efficiency has been" increased under the free
enterprise system

The study observed that farnmers were getting higher

prices relative to the ultimte consuners' expenditure on the



XV

commodity than tinder the previous system Both average
yield/ha for farmers and aggregate output of the comuodity
wore on the increase while the industry was expanding rapidly
and was attracting investnents in the areas of product ion,
processi ng and nerchanting.

The study however found that grading of cotton was no
| onger practised as buyers wusually go after the produce at
farmers' honmes and farns. Farmers also faced shortage of
capital and difficulties in acquisition of product ion input.

Part of the recommendations of the study was that to
sustiin the level' of efficiency being achieved, governnent
should intervene in the area of enforcing inspection and
gradi ng before sales and take decisive steps in ensuring that
farnmers got adequate inputs at reasonable prices as well as
credit facilities in order to sustain attractive profit
margi n, thereby encouraging expanded production of the crop

in the country.



CHAPTER ONE

1.0 INTR?DUCTION
1.1 The Background F

Agriculture has traditionally been the mainstay of the
Nigerian economy. Prior the 1970’s, agriculture was the
nation’s major source of food, foreign exchange earnings and
the major employer of labour. However, with the emergence
of petroleum as a new source of revenue, the agricultural
sector began tb decline- in terms of its relative
cortribution to the provision of food for the teeming
population and foreign exchange earnings. However, with
dwindling oil revenue and decline in the country’s foreign
exchange earnings experienced in recent years, it has become
evilent that the development of the agricultural sector to
onc: more boost the production of both food and cash crops
is vital for sustainable growth and development of the
ecchromy (Anonymous, 1992 B)

Cotton is one of the most important cash crops in the
Nigerian economy. At independence, it was the fifth most
important source of foreign éxchanqc to the budding national
economy, when agriculture contributed well over 50% to the
courtry’s Gross Domestic Product (G.D.P.). Cotton also made
substantial contribution to government revenue through taxes
on 2xport crops.

Furthermore, the cotton enterprise has been providing
emp loyment and income to many farming households in the

country, and to those involved in the processing and



marketing of the crop. For example, in 1980, an estimated
0 8 million farmers grew cotton on between six to seven
thousand hectares of land.

Similarly, cotton had been the main source of raw
moterials to Nigeria’s biggest industrial sector, - the
toxtile industry. Cotton accounts for about 90% of the raw
m terials of the industry, which once again is the largest
erployer of non-farm labour after the public sector. The
number of persons employed by the industry was estimated at
over 100,000 by 1982. Cotton could be said to be the crop
" hich provided the country with the only major opportunity
towards agro-based industrialisation. For in both the
1°50’s and early 1960’s the Eountry saw the establishment of
complex textile industries all over the country which
d« pended almost exclusively on locally produced cotton"
(#bdullah, 1989).

As far back as the Sixteenth Century, Leo Africanus,
tle renowned traveller, had seen cotton growing "in
alundance" in the areas constituting the presenl northern
N:geria (Hogendorn, 1963). Cotton production in commercial
gquantity began in the first decade of this century, mainly
die to the efforts of the British cCotton Growing
Association (B.C.G.A.), (Harmer, 1959).

From the early decades of this century, the nation’s
cotton industry has developed from an "auxiliary" sector
producing less than 10,000 tonnes and with a few ginneries,

tc one with complex textile industries and a production



Table 1.1: Cotton production in Nigeria, estimated demand,
deficit and producer prices, 1972 - 1992.

—— e ——————

Year Production Estimated Deficit Price
(Bales)®? Demand (Bales) (Bales) (N/tonne)
1072 211,519  na  na 128
1973 267,002 na na 133
1974 170,608 na na 134
1275 281,965 na na 202
1976 322,038 na na Jj08
1977 443,195 117,138 326,057P 330
1978 204,596 228,153 23,557 330
1979 200,805 250,670 49,865 330
1930 157,280 284,000 126,720 3130
1931 145,445 345,000 199,555 400
1932 119,006 469,045 350,039 465
1933 109,825 595,620 485,795 510
1934 64,486 618,495 554,009 560
1935 79,471 638,595 558,924 700
1936 54,417 660,567 606,150 850
1937 139,696 684,000 544,304 2,000
1918 181,193 707,000 525,807 3,000
1939 275,599 726,868 451,269 3,500¢
1990 229,764 757,263 527,499 4,000"%
19971 191,335 782,842 591,507 5,000°
1932 296,947 816,000 519,053 5,500

a A bale is about 181.43kg
b. Surplus
C Average per season

Sources: Cotton and Agricultural Processors Ltd., Nigerian
Seedcotton Company Ltd.; and Zazzau Ginnery Ltd.



fijure of over half a million bales in 1970, feeding both
donrestic and foreign markets (Yazid, 1989; Hogendorn, 1963).

From the early 70’s however, the industry started to be
cofronted by numerous problems such that the production
fijures began a steady decline until they reached the very
lov figure of 54,417 bales in 1986, at a time when domestic

desand alone was approaching one million.

1, The Problem Statement.

Previous attempts at organised marketing of
ag-icultural produce dated back to the colonial era, when
th: West African Produce Controllﬂoafd was established in
19 9, by the erstwhile Colonial Administration. Prior to
th s, between 1900 - 1939, the agricultural produce market
wa: not regulated. Independent firms particularly the
B.(.G.A. purchased and ginned Nigerian cotton and exported
to millers in Britain through their agencies or brokers,
Prcducer prices were then very much su‘bject to day-to-day
var iations, The Produce Control Board was established to
orcanise marketing of agricultural produce including cotton
in British West African Col;:mies on behalf of the Colonial
Government (Harmer, 1957).

This was replaced by the Commodity Marketing Board
(C.M.B.) in 1948, which was responsible for agricultural
prcduce marketing until 1954. The C.M.B. was at the initial
stages able to encourage increased cotton production mainly
because it gave producers guaranteed prices and guaranteed

purchase of all the commodity they produced.



In later years however, the Board paid very low
pr >ducer prices to farmers and excessively taxed and
imsoverished them in order to accumulate surpluses for
investment in other sectors of the economy. The Board also
chaorged local processors very high prices for raw materials
anl operated inefficiently and on excessively high cost.

These were observed to have had detrimental effects on
the nation’s agricultural economy. According to Olatunbosun
(1971), the C.M.B. had "almost destroyed the very foundation
and superstructure of the nation’s agricultural economy"

In October 1954, the C.M.B. was regionalised and cotton
ma ‘keting was thereafter carried out by the Northern
Recional Marketing Board, (N.R.M.B.). The Board was largely
crodited for expanding cotton production in the country by
giving better producer prices to farmers, maintaining high
stindard of quality control and opening of cotton markets
an' rural roads.

The regional marketing boards were scrapped in 1977 and
seven specialised commodity boards were established in their
plices. This put cotton marketing solely in the hands of
on: of the boards created - the Nigerian Cotton Board. The
ot jer boards were the Cocoa, Grains, Palm Produce,
Gr >undnut, Rubber and Root/Tubber Crops Boards. These
su:cessive marketing arrahgements under the government
orcanised commodity marketing board system have failed to
sustain commodity production in the country. They were said
te be exploitative of the primary producers because the

-
pr.ces they paid were very low relative to cost of

154 ]



production, Average world prices and the prices of other
crops. These hampered the farmers’ income levels and hence
th» incentives and ability to expand production.

Under the N.C.B. for .example, farmers suffered all
forms of frustrations in marketing their crop such as
trinsport difficulties, extortion by market functionaries,
un ler-payment and delays in payment among many others.

Furthermore the Board was not cost-effective in its
op:rations. As observed by Isitor (1985), both the N.C.B.
and the farmers were operating at a loss while many L.B.A.s
we'e not taking part in cotton buying because of lack of
funds.

The net effect of these problems was a serious decline
in aggregate output of cotton in the country from 443,195
ba ' es in 1977 to 54,417 in 1986, representing a fall by over
800%. These negative dévelopments were particularly
disrturbing because they were taking place at a time when
dorestic demand for 1lint was increasing because of
increasing population and mill capacity, while the country’s
oil revenue and foreign exchange earnings were dwindling.

By 1986, it was obvious éo gover' ment that if drastic
measures were not taken to address he problems, cotton
prcduction and by extension, the te tile industry would
col lapse.

Informed by this situation, the government abolished
the commodity board marketing system i1 1986 to give way to

free and competitive produce marke! ing system for all



agr .cultural produce. Since then, cotton marketing has been

ent irely in the hands of the private sector where prices are

lef -

to be determined by market forces.

It is on the basis of the above, that this resecarch was

und-rtaken to assess the extent to which the deficiencies of

the

previous marketing arrangements have been eliminated

und :r the present marketing system. In the light of this,

the study addressed the following questions:

what is the structure of the new cotton marketing
system?;

what roles do the various market participants play in
the new marketing system?;

what is the role of government in the free marketing
system?;

what is the nature of competition under the new
system?;

how have farmers been adjusting to the new situation
with respect to their production and marketing
strategies?;

what have been the levels and behayiour of prices in
the new system? :

what is the cost - benefit relationship in cotton
production for farmers under the new system?;

what is the cost - benefit relationship for mniddle
men?; and

what are the inherent probiems that prevail in the new

system?



1.7 Objectives of the sStudy

The general objective of the stuly is to assess the
impact of the abolition of the Nigeriai Cotton Board on the
structure and efficiency of the cotton iarket in Nigeria.

The specific objectives of the stuly are:

1. to analyse the structure and co duct of the private
. sector controlled seed cotton mark -t;
p I to evaluate the efficiency and pe: formance of the seed
cotton market; and
3. to identify'and appraise the problems of the new

marketing system,

1.4 Justificatio; of the Study

The importance of marketing in cot!on production cannot
be »ver-emphasised becquse, cotton is . non-food cash crop
growvn by farmers purely for profit motive. A commodity has
valiie only if it 1is delivered to the consumer, at the
app opriate time and place and in the desired form. The
rel vance of marketing in creating ulility for a product
inc eases as the economy develops anl production becomes
mor« specialised. 1In the case of Nigerian cotton, while the
crop is produced mainly in the rural areas of the northern
sta'es, the consumers (mainly textile mills) are spread in
all parts of the country, and in mainly urban centres and
ever overseas.

It is through marketing therefore, that the farmer and

those involved in cotton marketing make Lheir income, and it



is also through marketing operations that returns are made
from capital investéd in cotton production, processing and
mi ling.

Thus, the standard of living of hundreds of thousand of
cotiton farmers, the survival of industries and investments
in cotton processing and marketing, and the welfare of
mi lions of Nigerians are largely dependent on Che
effjciency of the cotton marketing system. It is therefore
imyportant to make continuous efforts to identify and to [ind
solution to problems that may prevail in cotton marketing.
Witn the introduction of a new system six years ago, and
with the policy of deregulation of the economy being
vigorously pursued by government, it is pertinent to study
the impact of the new system and to appraise how far the
mar <eting policies are achieving the desired objectives.

It is believed that the findings of this research will
provide a rational and émpirical basis for policy
fornulation and adjustment, and management of not only
mar:etind of cotton, but of other commodities as well. i
is also expected that this research will be useful to
investors in the cotton industry by identifying problem
arens, new prospects and potential areas for improvements.

Finally, it is hoped that this work will be of benefit
to researchers, who may identify other issues raised in here
for more detailed case-studies in cotton marketing, or f{or
stucies on the long-term effects of the deregulation of the

cotton market.



CHAPTER TWO

2.0 LITERATURE REVIEW

- Problems of Agricultural Marketing in Less Developed
Countries. (L.D.C.s)

Marketing is an agent of economic development.
Hovever, marketing under poor economic conditions creates a
nurber of problems that inhibit the optimisation of the
porential contributions it could make to economic
de elopment. Agricultural marketing in Less Developed
Countries (L.D.C.s) of Africa, South East Asia and Latin
Amcrica is plagued by very serious problems. These include
incdequate transport, storage and processing facilities,
inedequate finance and credit, poor management, inefficient
pricing system and lack of standardisation of measures and
gquantity of product.

Transport is wvery central in agricultural marketing
because commodities_are produced mainly in the rural areas
while consumption spreads throughout the country, and
sometimes outside its borders. The importance of tradsport
is even more in the L.D.C.s because farm production takes
place on very many small holdings scattered in various
locations.

Unfortunately, in these countries most of the rural

roads are bad, sea;onal, poorly maintained and in many areas

pra-tically unmotorable. The problem is worsened by

sho-tage and high cost of vehicles as well as maintenance

10



while railway services are inadequate and very often do not
reach the hinterland. The result of these are delays in
movsing produce to the point of consumption resulting in
darage, theft and losses to the owners. For example, a
su-vey conducted in 1970 in Ghana, to analyse food marketing
problems from the point of view of farmers, showed that 58%
of respondents had difficulty in moving their product to
ma "kets owing to poor vehicles, poor roads and high cost of
tr nsportation (Nyanteng and Van Apeldborn, 1971; Kotey and
Gy *kye, 1974).

Stofaqe is another problem of agricultural marketing in
the L.D.C.8. Agricultural products are seasonal, and for
suoply to be evenly spread over the whole vyear, a
suosstantial portion of the product needs to be stored.
Fu ‘thermore, special storage facilities are sometimes
re (uired because these products are perishable.
Un' ortunately, in these countries there is shortage or even
coplete absence of appropriate storage facilities. Often
tires, these result in usage of buildings that are not
de: igned, or are not, suitable for storage of farm produce.
Such buildings may be cracked, have leakages, or low roofing
he ghts. In more serious cases, open space has been
cormonly used for storage. )

It was observed that in India, during some seasons,
scl ools had to be closed in order to allow use of classroonms
for storage purposes. The outcome of this situation is loss
of produce through rotting, or insects damage or even theft.

Secondly it forces surplus into the market immediately after
»
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harvest leading to drastic fall in prices, losses to farmers
ard fall in their income while at the same time prices might
soar at other periods due to shortage in supply (Anonymous,
1970; Kotey and Gyekye, 1974; Nyanteng and Von Apeldborn
1971; Habashy and Selwa, 1982). :

Another problem of agricultural marketing in the
L.J.C.s is lack of finance and credits for both production
an! marketing activities. In places where attempts have
be:n made to channel credit to farmers through bank loans,
la:k of collateral from farmers prevents them from enjoying
su-h facilities.

The negative result of inadequate finance is multi-
dinensional. First, it prevents Lhe emergence of big
merchants who can organise the marketing of surplus on a
large scale basis efficiently, so that commodities can be
produced at the most economic locations and be made
avi.ilable to consumers wherever they are. In some
cointries, government had to fill the wvacuum through its
mar keting corporations which have been criticised for
inc fficiency by many analysts.

Lack of capital also constrains optimum utilisation of
resources and efficient production. It also forces farmers
to borrow under most unfavourable conditions from
une crupulous traders, especially before harvest for purpose
of self-maintenance. This leaves them at the mercy of
lenders and often forces thém to sell their produce at very

low prices.
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Th: problems highlighted above are aggravated by limited
managerial skills among farmers and merchants. Because of
la:f of skills, many readily available production and
marketing techniques cannot be used effectively. In
ma-keting, “ever& step in the ‘seed-to-consumer’ process
must be carried out at the proper time and in the proper
manner including the sub-components such as packaging,
transporting etc. Lest some seemingly insignificant action
jesrpadises the entire efforts" (Anonymous, 1970). An
example of such case was given, of a delay in delivery of
crites to be used for export of cucumber which resulted in a
40 per cent rejection in export guality of the product.

Another area of problem is lack of unified quality
stindards, variation in  units of measurement and
imperfection in dissemination of market information. Such
situations create room for cheating, distortion, and other
ma practices such as under-measuring, under-pricing, weight
mar ipulation etc. Even where standards are imposed, they
arc usually for export crops only, and as such reduces
incentives for high guality production of home-consumed
prcduce (Habashy and Selwa, 1982; Nyanteng and Van Apeldborn,
1971).

Such irregularities are wvery much experienced even
uncer government organised marketing. For example, Kotey and
Gyekye (1974) observed in cocoa markets in Ghana, that:

malpractices suc? as rigging of weighing
rmachines, delays in weighing, naked

stealing of farmers cocoa sent for
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weighing, absence of produce clerks from
stations for many days, delays in payment
for cocoa weighed, wrong grading of cocoa
and practice of discrimination etc., were

meted out te farmers.

Agricultural processing is another problem area in
L.)>.C.s. Because of lack of technology, processing plants
.ar> very inadequate, while those available may either have
two much preoduce to handle or operate at very high cost. A
suostaptial portion of agricultural products have to be
processed manually such that large amount of produce cannot
be handled. Cost of processing is therefore high and the
problem of erratic supply is thereby worsened.

In many countries among the L.D.C.s, prices of farm
produce are fixed by government. This practice has been
criticised and blamed for "distorted marketing", either
bec:ause the prices are not based on sound economic
pr nciples or where they are, practical implementation is
often faulty., It has been argued that fixed prices are not
eqilibrium prices and in many cases the prices fixed (e.q.
in the Nigerian experience€) were persistently very much
lover than average per unit cost of production and world
ma) ket prices. Oon the other hand, where prices are not
fired, poor marketing outlets and irregular supply result in
erratic prices that fluctuate by the day (0Olatunbosun,
197°1; Anonymous 1970).

There are numerous other problems of agricultural
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ma-Keting in the L.D.C.s which are directly related to
those discussed above. They include poor handling which
result in loss of quality, ﬁﬁor and inappropriate packaging,
monopsonistic tendencies among buyers, poor market

in‘ormation, lack of market facilities, etc.

2.. Cotton Production and Marketing in Nigeria

224l Pre-Commodity Boards Period

For centuries indigenous cotton varieties had existed
in Niberia, and cotton was produced for hand spinning and
we: ving by the native textile industry. By 1880, there was
a large hand loom weaving industry already attracting supply
of home grown cotton. But the rise of cotton production in
conmercial guality could be traced to the American Civil war
of 1861 - 66 (Cowley, 1966).

Before the war the American cotton belt produced up to
a rillion tonnes of cotton lint; more than half of this was
corsumed by the Landcanshire textile mills in Britain.
During the war years, American’s export came to standstill
and British textile industries suffered greatly.

Even though exports resumed after the war, it became
inevitable for the Lancashire industries to look for
alt rnative sources of cotton, in order to avoid dependence
on a single source. Thig led to the formation of the
Bri-ish cotton Growing Association (B.C.G.A.) in 1902 and
it was given a Royal Charter in 1904. The B.C.G.A. was a

public utility corporation backed by the Landcanshire
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co ton industry with the major objective of promoting cotton
production in the British Empire.

Among the objectives/functions of the Association were:
1. to introduce improved varieties of cotton to the

colo;ies and to provide widespread extension services;
2. to introduce cotton plantation in. the colonies;
3. to provide ginneries in prospective production areas;
4. to set standard for ginning and baling; and
5. to underfake marketing of cotton product (Prentice,
1972; Cowley, 1966).

From the onset, the primary objective of colonisation
was “to develop sources of raw materials for the British
inocustries. Cotton was the first of these raw material
recuirements because textile was Britiain’s largest
incustrial sector (Hogendorn, 1968). According to Prentice
(1972), ‘"prospects for greater production of raw cotton was
not the least of the arguments, ... put forward at the time
of “he scramble for Africa in the 1880's".

As far back as the 1860’s, it was indicated that cotton
was produced and exported from the southern parts of
Nigeria. However much of the efforts at developing cotton
proiuction in Nigeria has been directed to the northern
parts because the soil in some of its districts were
classified as "the finest cotton soil in the world"
(Hoyendorn, 1968).

In 1904, thé B.C.G.A. established experimental stations

at ‘beokuta and Ibadan (the Moor plantation). Similarly,
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plantations, ginneries and buying stations were set up at
Onitsha, Owu, Oyo, and Lokoja among others. The initial
idea was for the Moor Plantation to be cultivated by local
farmers with the B.C.G.A., providing technical assistance.
The farmers were to acquire the necessary skills that would
enable them grow cotton, thereby influencing other farmers
to also grow the crop. It was hoped that ginneries and seed
station would be established within a radius of 20 - 30
miles of the plantation. However, the project was later
abandoned and was handed over to government for research
(Yazid, 1989).

The B.C.G.A. successfully campaigned for extension of
the railway line into the Ndrth in order to facilitate
prcduction and transportation of cotton and other
comnodities such as groundnuts. By 1910, the railway had
rea-hed Jebba and within the same period, the B.C.G.A. had
established three large ginneries in parts of northern
Nigeria while extensive campaign and extension services were
car "ied out on foot and horse back. Furthermore, free
cot “onseeds were distributed to farmers, buying stations
wer: established and seed cotton was sold at one penny per
pouid. This price however, was not a significant incentive
beciuse it was more or less the equivalent to the prevailing
price paid by local weavers at Kano (Hogendorn, 1968).

The colonial government patronised the efforts of
B.C G.A. in many ways. Low rates were charged for freight
of ginned cotton, and grants were approved for the B.C.G.A.

to “inance its activities. The government also launched a

17



pr opaganda to encourage farmers to grow cotton, especially
through traditional rulers.- For example, in one instance
th2 Emir of Katsina instructed that every adult male in his
emirate should plant at least an acre of cotton (Hogendorn,
1958).

By 1911, 3,500 tonnes of cotton was produced in Kano
arl 1,000 each was produced in Katsina and Zaria. By
1923/24 season, 45,000 tonnes of cotton was produced in the
whole country (Hogendorn, 1968; Yazid, 1987). Within a
feirly short period, a new cotton variety, the "Allen"
rasidly replaced the indigenous type - the Gwandi. The
introduction of the "Allen" gave a boost to colton
production because it matured earlier, had better yield and
relatively higher price. Another reason for the boost in
pr >duction was that many farmers found cotton to be suitable
fo- animal traction cultivation, such that many were able
tc conveniently increase the size of their farms (rom about
or:> to about three acres (Leach, 1938).

The prices of cotton fluctuated because it was marketed
by private firms who sold directly to spinners in Britain.

As such the prices were very much dependent on the World

mar-ket forces. In 1931, for instance, producer price fell
from one penny a pound to half a penny. Inspection and
grading were done by government officials. The average

cotton yield for farmers was put at between 140-200 1lbs per

acre (about 160-225kg/ha).
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2.2.2. The Era of the Marketing Boards.

At the outbreak of the Second World War, the erstwhile
Colonial Administration established the West African Produce
control Board to market agricultural produce on behalf of
its Ministry of Supply. The firms that were exporting
cotton became agents of the Produce Control Beard (Hairmer,
1957) .

In 1948, the West African Produce Control Board was
replaced by the Commodity Marketing Board, (C.M.B.) in order
to ensure a more organised exploitation of the colony’s
agricultural resources including such produce as ribber,
cocoa, groundnuts, and palm preduce. The objectives of the

C.M.B. were:

1 to stabilise producer prices by fixing a legal m nimum
buying prices lor a whole season at a time, and by
seceking to minimise price alterations bhetween one
season and the next; .

2. to maintain and control an efficient organisaticn for
the purchase of produce through appointment of Licensed
Buying Agents (L.B.A.s) who would undertake the
handling of produce under the Board’s directions from
point of purchase to the point of delivery and pcrt of
shipment;

3. to help maintain legally prescribed grades and
standards of quality of export of produce by all means;

4. to allocate funds to the appropriate authoritics by

means of grants, loans, investments and endowments for
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the purpose of economic development and research; and
5. to supply produce to local processors for processing in

their plants (Olatunbosun, 1971).

In order to achieve these objectives the C.M.B. (like
the other produce control Board) appointed the former
excorting firms as L.B.A.s while the B.C.G.A. became ginning
ag:nt to the Board. Cotton production increased during the
C.1.B. days because the Board gave guaranteed producer
prices and guaranteed purchase of all the cotton produced by
th: farmers. For instancel the former Gombe Emirate, an
arca which was hitherto an insignificant cotton producer,
be ame a big cotton producer after the establishment of the

C. 1.B, such that two ginneries were built within two years

in order to cope with expanding oul put. During its years
th: C.M.B. also made it a policy to improve rural roads for
ea 'y evacuation of cotton (Harmer, 1957).

In spite of these achievements, the C.M.B. was heavily
cr ticised for sacrificing the interest of the farmers by
ov:rtaxing and pauperising them on the alter of revenue
geeration. Secondly, the board was also blamed for
destabilizing the prices paid to producers and that the
prices it paid were persistently kept much lower than
average world prices. As a result, farmers’ ability to re-
invest in commodity production was hampered (Olatunbosun,
19 '1). There was also accusation that the management of the
Board was corrupt and unqualified, and that its operational
cost was very excessive.

The C.M.B. was however viewed by many of its critics as
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a necessary evil. It was argued that no other body could
oxganise. the purchasing, grading, standardisation,
transportation, and shipment of agricultural commodities
produced by large number of peasant farmers scattered over
various locations. According to Kotey and Gyekye (1974), "it
ir doubtful if a number of private commercial organisational
urits competing with each other can improve markedly on Lhis
performance in terms of social cost and benefit",

The C.M.B. became regionalised in 1954 when a new
censtitution came into effect in October of that year.
Cctton marketing (along with groundnuts and grains) was
hence handled by the Northern Reqgional Marketing Board
(N.R.M.B) . In the first }ear of its operations, in the
1©54/55 season, 97,000 tonnes of colton was produced, which
wos the highest regorded so far. In terms of organisation,
ol jectives and operation, the N.R.M.B. inherited much of
those of the defunct C.M.B. The Board provided the overall
cc~ordination for financing, procuircment and processing of
cctton. The Board also appointed individuals, firms or co-
oferatives as L.B.A.s. The main tunctions of the agents
were: ‘

a. to purchase seed cotton at gazetted cotton markets
at not 1less than the wminimum buying prices
established by the harketinq Board;

b. to bag and arrange for storage according to
instructions issued by the marketing Board; and

c. to finance the purchase and arrange for prompt
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transport of seed cotton to the appropriate ginnery
by the approved route.

The L.B.A.s were paid allowances based on the grade and
guantity bought as well as transport overhead depending on
distance from cotton markets to the ginnery and the
conditign of the roads. Fo; example in 1957, they received
sit pounds for a tonne of cotton marketed and transport
overhead of 10.5 pennies a tonne per mile for all season
roads and 11 - 11.5 pennies for dry seasons roads (Harmer,
1957) .

The most notable change in the ILL.B.A. system under the
N.R2.M.B. was that at the time the Board came into existence
in 1954, there were only 13 L.B.A.s. By 1964, 10 years
later, there were 174, out of which 167 were Nigerians.

Produce inspection was done by the Produce Inspection
Sevice Unit of the Northern Regional Ministry of
Agriculture and was also ré%ponsible for setting up cotton
markets, and also for approval of the L.B.A.s that were
expected to participate in the buying during each season, on
the advice of the Committee of L.B.A. An averagye of 260
terporary and 40 steel markets were erected in each season.
The Division also laid down three qgrades of seed cotbtton
which were GI, GII, and GIII. In the gradings, the
emphasis was basically on cleanliness, freedom from
ex! raneous matter and staining, and freedom from insect
pest. No account was taken of staple length and strength

(Hermer, 1957).

Under the prevailinq'arranqement, the farmers took

22



their cotton to the gazetted markets for examination and
grading, and afterwards they sold to buyers of the L.B.A.
The activities in the markets were under the supervision of
the produce inspection staff. In some cases farmers sold to
mildlemen who transported cotten in bulk to the cotton
markets. 1In other cases, due to lack of cash, farmers were
forced to sell in advance, for as low as a quarter of the
ha -vest value. This practice was condemned as ®#illicit
money lending™ (Harmer, 195{].

Although the N.R.M.B. came under similar criticisms
as the C.M.B. it had made significant contribution to the
growth of Nigeria’s cotton industry. According to Mustapha
(1'89) the rise in cotton production in the 1950’s and 60's
wa: largely due to more organised cotton purchase, opening
of cotton markets, better prices, opening of the interior
through feeder roads and vigorous campaign for cotton
production, all of which were credited to the efforts of the

N' ‘,\.MIB'

2.2.3. The Era of the Nidorian ColLton Board.

The Nigerian Cotton Board (N.C.I'.) was established by
Dezree No. 29 of 1977 and wa: mandated with the
responsibility of purchasing, shipment and sales of cotton
lint, seed cotton, as well as disposing of cotton seed and
se>d pallets which have been declared as surplus of local
ne-d, The N.C.B. was established !ogether with six other

comodity boards to replace the regional marketing boards in
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th: handling of produce m?rketinq. In practical terms
hovever the N.C.B. inherited much of its predecessor’s
operational conduct. It was the responsibility of the N.C.B.
to recommend producer prices of seed cotton for each season
wh ch was approved by the Technical Committee on producer
pr.ces. The N.C.B. also announced the opening and closing
of buying seasons.

In respect of ginning activities the B.C.G.A.
ginneries which later became Cotton and Agricultural
Processors Limited (C.A.P), a limited liability company, was
ginning agent of the Board, and the latter acquired 20%
equity in the company. The C.A.P. maintained 12 ginneries
in various parts of the cou&try, while another one was owned
by Kano State Government.

Like the defunct commodity Board, the N.C.B. also
appointed L.B.A.s to assist the Board in its operations.
Hovever, in 1981/82 season, the N.C.B. introduced the Direct
Buying Scheme, mainly in order to check alleged malpractices
by #«#he L.B.A.s and government officials at the cotton
ma: kets, and to introduce an element of competition in the
market. Under the scheme, the N.C.B. went to the market and
purchased seed cotton directly from farmers, especially in
arcas where there was excess supply. However, due to poor
st: ff strength the scheme dfﬁ not record any notable success
(Gusau, 1989; Hassan, 198?).

The N.C.B. worked hand in hand with the Produce
In:pection Divisions (P.I.D.s) of the Ministries of

Agr iculture in the respective producing states. The P.1.D.s
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wa: responsible for quality control through inspection and
grading. They were also responsible for erecting of cotton
markets, a responsibility which they later handed down to
their respective Local Gogernment councils. The P.I.D.
alco classed cotton into two grades, viz: NAI or G.I and
N./.II or G.II. NA I was described as seed cotton grown in
Niceria with 1less than g% immature seeds, 1% damaged or
st: ined seed cotton, insects, leaf trash, free from stalks,
mireral salts and added moisture, NA II was described as
cotton with less than 10% immature seed cotton, 10% damaged
or stained seed cotton, insects and trash. It was also
expected to be free from mineral salt or added moisture
(Hassan, 1989).

From the inception of the N.C.B. and in spite of its
activities, cotton production continued to decrease (Table
1,1) until it was later dissolved in 1986. The reasons
~attributed to this decline have been identified as outlined

below.

2.2.3.1. Production Problems

The average farm size of cotton farmers was put at
about 0.8 hectare with average yield of between 180 - 300
kg, ha, depending upon variation of rainfall (Kumar and
Ogunlela, 1989). This was seen as very low considering that
up to 2.5 - 3 tonnes/ha (about 10 times as much) yield was
obtaiinable in research stations. This low yield has been

att ~ibuted mainly to late ﬁlanting and lack of fertiliser



application and spraying. Most cotton [armers planted thein
cotton c¢rop between July and August instead of the
recommended month ofJune.

This was because during the July - August labour peak
they could devote their limited supply of labour to food
crcps before turning to cotton later by August - September
per iod. Research results have shown that for every one week
delay in planting there was a corresponding 10% loss in
yield.

Secondly, owing to insufficient capital, many farmers
dic not adequately spray or apply fertiliser to their cotton
crop. This also significantly reduced yield because
research results have shown that yield of up te 800 - 1,000
kg/ha was obtainable for July sown cotton under optimum
conditions (Kumar and Ogunlela, 1989; Gusau, 1989; Yazid,
1989).

Another cause of low yield of cotton was mixed planting
pra-tised by farmers. Most cotton farmers grow their cotton
in mixture with other cereals in order to minimise risk of
croo failure and for compleﬁéntary use of resources. It has
been found by some station however, that when cotton is
grovn in mixture with cereals, to obtain yield as good as
for sole cotton crop, it must be planted early with the
cer :al crop. This is because experimental results showed
that "sowing later than 3 weeks after the cereals
supo ressed the cottpn to the extent that the crop was unable
to recover when cereal was removed" (Kumar and Oqgunlela,

1981) .
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Inappropriateness of technology was also identified as
one of the principal causes of aggregate low output of
cot ~on. Most of the technologies developed [or optimum
cotcon production were not in harmony with farmers cultural
practices. Most farmers lacked the resources and time to
grow cotton under optimum conditions, rather, they tried to
fit cotton into the existing pattern acceptable to them.
For example it is most difficult for a small farmer Lo
afford 40 man hours to spray one hectare of cotton, six
tim:s with the spring - type knapsack. At the same time it
would be uneconomical to buy a motorised knapsack which is
ver / costly, highly technical and difficult to maintain.
Far ners therefore selected and adopted some components of
the practice that they found suitable and left others,.
Since recommended package are not divisible, selective
application would not normally lead to achievement of high
yieid (Etuk et. al. 1989 A; Norman, 1975; Mustapha, 1989).

This problem was aggravated by lack of resources at the
appropriate time, place, and in the right guantity and
quality. Cotton requires meticuluﬁs attention such as
tim:ly thinning, weeding, fertiliser application, spraying
and picking. The logistic for distribution of the inputs
regiired for these operatioﬁs were inadequate, the delivery
syst“em was poor and was full of malpractices such as
hoa ‘ding and monopoly. It was not encouraging for rarmers to
adoot certain recommendations on cotton readily in a

sitiation where the necessary inputs and equipments were not
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readily available at the appropriate time,

Acgquisition of seeds for planting must also be
me tioned as one of the bottlenacks in cotton production.
Unlike most other crops farmers. sold seed cotton without
re-aining the seed. The seeds were normally retained by the
N.ZJ.B. for dressing and disbursemoent Lo farmor:.
Distribution was however inefficient due to poor logislics
(Mastapha, 1989; Gusau, 1989).

High cost of production was also identilied as another
re:son for the decline of cotton production. Available
evidence had shown that the profitability ol colton was
lower relative to other cereals such as maize. An
ex seriment carried out to determine the cost of production
of cotton under optimum conditions showed that the cost of
production of one tonne of seed cotton was twice that of an
egiivalent guantity of maize, while the return for seed
co -ton was much lower (Gusau, 1989). isitor (1985) showed
thit the average farmer spent N741.25 to produce a tonne of
se 'd cotton which was sold at NS6O.

Production cost is high because of the high input
rejuirements of cetton in respect of seeds, chemicals,
fe-tiliser and 1labour. Cost of labour is an important
coponent of the cost of production of cotton, due to large
armount of labour required for farm operations especially
picking., Since wage rate is determined by market forces, it
tended to be high when demand for it is high (Etuk et. al.,
19 :9 B; Ogunbile and Kyari,.lgsa).

Research findings have shown that even under large
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le production, cost advantage is negligible, This is
ause economy of scale is beneficial to producer only when
k purchase of inputs reduces cost. However, in Nigeria,
t inputs cost the same in spite of the quantity being
chased.

These problems of cotton production were aggravated by
wvalence of pest and d,i.s'eases on the crop as well as
rtage of capital especially to small producer:s. Farm
rations such as spraying demand money, usually at a Lime
'n cash resources were limited. Without credit, farmers
‘ountered hardship and losses. Isitor (1985) observed
it less than 10% of the farmers that were studied

wefited from loans.

3.2 Marketing Problems.

In the area of marketing, there were bottlenccks which

;0 contributed to the continued decline of cobtton
sduction during the Jears of the N.C.B. The nmnost
minent among these problems was poor prices. At the

ception of the N.C.B. in 1977, prices were fixed at the
‘el  of N330 for four consecutive seasons, before going up
H400 in 1981. It was later increased to N465 in 1982,
L0 in 1983, N56G0 in 1984, N700 in 1985 and N850 in 1986.
An analysis showed that cotton had the lowest price
‘reases relative to maize, sorghum, millet and groundnuts.
m 1977 - 1980, cotton prices were static while prices of
other commodities increased by between 15 - 21%. In

11 prices of maize, millet and sorghum attracted increases
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of hetween 33 - 67% against.cotton wltich ihcroascd by 21%.
Thiéélﬁﬁfaderable price situation had ceontributed to Uthe
sh . ft in interest away from cotton pfﬁduéfioﬁ'%c:ﬁthcr
cereals, especially maize (Etuk et. al. 1989A; Gusau 1989).
The structure and logistics of the N.C.B. was also a
sovrce of problem for cotton marketing. The N.C:B{ wa§ ﬁhe.
on ¥y buyer qf_%otton, thereby acting as a monoz@ponist.
Fa) mers had'ﬁélaiﬁéfﬁative outlets of sclling their produce,
tht refore, they must accept the price offered by the Board,
un. ike other cereaLs where relevant commeodily Boards wero
col sidered by fafméfg'ﬁﬁly as buyers of last resqu_ {(Fbuk
et._al. 198947). o |
| .. :Second1y, lack of permanent cotton markoets and dalay in
cowétruction of .temporary'.ones causcd unnecessary
difrficulties to farmers. In 1982 for instance, only 71
cotton markets existeq_oup of the 660 reguired. For this
reason, farmers were fﬁrééd to travel long distance undgr
condition of poor transport in order to get to coffén
msrkéﬁs} Furthermore, buying séasons might open in November
bui. actual transactions might'étart as late as January
because temporary markets were yet to be constructed.
'éﬁféequently farmers resorted to selling to middle nen at
1oﬁer prices (BEtuk gt, al. 1989A; Gusau, 1989).
: Lack of other facilities especially for storﬁge”df séed
-cg{ééﬁ:éuch as warchouses, bags etc. caused a great deal of
lois to the N.C.B. The board had to transfer the

responsibility ©f stockholding to the L.B.A.s in a
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situation where the agents were burdened by shortage of
furds and lack of credit. According to Isitor (1985%), only
55° of registered L.B.A.s participated in cotton purchases
in 1983/84 season due to lack capital. For reason of lack
of fund, the L.B.A.s practised "delay tactics". They
pu: chased cotton on credit and gave promissory notes to
farmers, but did not pay easily. Farmers, Lherefore
pr¢ ferred to sell at much lower prices to opportunistic

micdlemen men (Etuk et. al. 198947, Gusau, 1989; VYazid,

19£9).

Large scale malpractices, especially by market
fur ctionaries was evidently an obstacle in cotton marketing.
Such malpractices included under payment of farmers, down-
greding and under-weighing of produce and arbitvary charges,
of farmers on grading. BtukK et. al., (1989A) obseorved that
in some markets farmers were charged for grading, and were
gernerally extorted for seeds meant to be distributed
freely. In a particular market in Zaria area, a rate of 2ky
of ~otton per bag was deducted from farmers as condition for
pur chase. In some markets, buyers leave station at the peak
of buying season which made it impossible for farmers to
sell. With all these obstacles, it was not suprising that
cotton production declined over the years, as more f[armers

abandoned cotton in favour of other enterprises.

2.2.4 The Free-Market System
From the time cotton marketing started operating under

the free-market system, three categories of participants
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have been identified in the system. These are: the
farmers, the merchants and the processors.
Cotton merchants were registered by state governments

for a prescribed fee charged by respective state

gorernments. They employed the services of commissioned
agents who purchased cotton on their behalf in the rural
arcas. The merchants have grouped themselves under an
as:ociation: Cotton Marketers Association (COTTMAN) .

Since the free-market system came into operation,
cot ton production started increasing tremendously. For
in: tance there was bumper harvest of cotton in the 1991/92
se. son in some of the cotton producing states (Anonymous,
19 2A) .

One of the problems that have manifested under the new
marketing system was lack of good qguality seeds at
re: sonable prices. The reason for this was that a number of
cot ton merchants were refusing to abide by the standing
orcor which requires them to surrender between 5 -~ 25% of
cotton seed to state governments for dressing and onward
distribution to farmers at low prices. Most merchants sold
secds directly to farmers at higher prices and some of the
secds sold were not dressed.

Secondly, under the free-market situation, it was
difficult to keep an accurate record of how much seed cotton
was produced in the country because buyers handle cotton
incividually which they could process anywhere, as more
girneries are springing up (Anonymeous, 1992; 0Olukosi and

Isitor, 1990).
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2. . Theoretical Framework for Analysing Efficiency of
Marketing

Scholars have postulated various analytical frameworks
fo- the study of marketing. The various theoretical
fr. meworks are generally attempts "to breakdown marketing
sy: tem into parts which can be understood more readily"
(B: rker, 1981). , These approaches include the functional
ap roach, the institutional approach, the analytical
apj roach, the problem identification approach, the commodity
ap; roach, the performancé criteria approach and the
structure - conduct - performance approach.

The functional approach attempts to understand
mar seting through classifying the activities which occur in
th: market process by breaking them into functions.
Mafketing function is referred to as "a major specialised
act ivity performed in accomplishing the marketing process"
(Baker, 1981).

Different bases have been applied in order to classify
mareting functions. Kohls and Downy (1972) classitied them
into: exchange flunction which is buying and selling;
phy:sical functions which include storage, transportation and
precessing; and facilitating functions which include
stendardisation, financing, risk bearing and market
intzlligence.

Barker (1981) grouped the market functions under
‘ma jor’ and ‘subsidiary’ functions. The major functions are

asc mbly, equalisation and distribution while subsidiary
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furctions comprises processing, packaging, grading and
spezification, transport, storage, risk bearing, demand
creation, price determinatibn, financing, buying, selling,
and provision and use of market information. Cenerally,
how :ver, each of the above attempts to identify how and what
fun:tions are carried out in the marketing process (Hills,
1963) .

The institutional approach analyses markets by studying
the various institutions, agencies and business structures
whi:h carry out the marketing process. For as Barter (1981)
has argued, marketing institutions are a '"wide variety of
bus ness organisations which have been developed to operate
the marketing machinery”. This approach studies the nature
of -he various middlemen and related agencies as well as the
arr ingement of the market (Kehls and Downey, 1972).
Marteting institutions can be broken into ‘marketing
chanels* (Baker 1981). These are: merchants, agents,
spe ulators and processors. Merchants are bulk purchasers
of products and normally hold title to the product they
hanile while agents are representatives of their clients,
and do not own the product they handle. Agents could either
be brokers or commissioned agents. Speculators are
mer thants who buy products with the major purpose of
pro iting from price fluctuation and therefore bear the
ris.s associated with any unfavourable changes in prices,
Processors are agents who change the product into a more

des red form on behalfl of the owners. They also take title
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to products in some cases. Wholesalers, retailers and
jol bers are also important marketing institutions under the
abcve classification.

The problem identification approach attempts to
idintify specific problems and bottlenecks that are inherent
in the marketing system and relate these problems to the
st ucture, organisation and functions of the marketing
sy: tem with a view to finding solutions to the problems
(Kchl and Downey, 1972).

Another approach to market study is the analytical
ap; roach. This approach seeks to study market problems by
brcaking them down into their economic elements such as
der and and supply, price mechanisms and costs (Barker,
19¢1).

Similar to the above is the performance criteria
ap) roach. In this approach, certain criteria such as
ef! iciency, industrial stability, growth, consumer
pre¢ ference and product development are used as basis for
conparison between marketing systems. This is more or less
a comparative market analysis,

One of the most popular approaches to market analyses
is the structure - conduct - performance approach.
Several studies in agricultural marketing based on the
as: cssment of free-market system have been conducted using
this appraoch (Williams, 1981).

The basic assumption of this approach is that the
per formance of any market is the result of the conduct of

pa: ticipants which in turn is determined by the markel



Llfstfucture. A structure - conduct - performance causal
f.félétioﬁéhiﬁ is.assumed to exist, even though in the view of
s0.@ analysts, the relationship could oceur in the reverse
~direction: performance - conduct - structure (Pickering,
194}, . H
| Market structure, essentially relatés.fo the.ﬁogrec of
conpetition in the market, that is, whether the number of
O fi-ms producing'a'ﬁrbduct is large or small, whcether the
fi ms are of egual size or a small group predominates,
wh.:ther entry of new firms is casy oy nct, and wheother the
huers of the prbdﬁct 2afe few or wmany. Structure also
re.ates to degree of warket information that is available to
pa;ticipants (Williams, 1971). - . = ' .

Clodius and Mueller (1961) see structure as relating to

. market channels and facilities, to geographical and temporal

re ationships and to the value of coefficients of elasticity
in agricultural markets. Tomek (1972) also views market
stiucture as number, size and distributicon of firms, degree
of product differentiation and barrier to enltry. According
to Bain (1968}, organisational characteristics of the
malr ket determine the relatidnships.among and between buyers
and sellers and also potential new entrants. | | .

In a typical agricultural product market, nuhbef!of huyers
':arﬁﬁusually lower than number of sellers, and concentration
‘f?iérhiéﬁ.éﬁOHQEt buyers as opposed to the manulacturing
industry where concentration is high among sellers (Hntemaﬁ,
1971) . Similarly market information is imper[cct in

.
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ag. iculture, first because of inelasticity of demand and
supply and second, because of natural conditions, neither
qu: ntity nor ‘quality of the'product is under full control of
the producer. SR B _a:_*y_,rﬁ

Conduct refers to pattern of behaviour of [f(irms in
ad-usting to market conditions. It concerns such issues as
co. lusive or restrictive practices such as price rings and
otl.cr methods of determination of prices and output, tactics
ag. inst established and potential rivals, producL policy,

| Egrfqrmance refers to the economic_ results .that are

'acf{eQed' iﬁ: tﬁe Iihddétry;i JCSmmSn.:cfitérithof-|assessinq
pe: formance include whether returns te capital are
ex: 2s5s5ively high or excessibely low, whether all potential
eccnomies of scale in the industry arelbeing'ékplgited and
whcther prices are optimum  (Williams, 1971; Bain, 1968;
Cl¢dius and Mueller, 1961). |

According to Habashy and éhfiSﬁénseﬁ .(i982i'a market
ié performing efficiently if it satisfies the conditions of
pricing and productive efficiency. Pricing efficiency
refers to exchange mechanism which produces prices that
corform to competitive standards. Produc?ive efficiency on
the other hand is achieved when firms adequately use their
capacity and take full advantage of economies of scale.

This study did not restrict itself to any one of the
above approaches. Rather, an appropriate mix was used as it

suized the research objectives and the study environment.

While marketing institutions were classified Dbased on the
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fur =tions !they performed or according to certain specified
cheracteri itics, it was necessary to break down some

prcolems inlo economic elements for better analyses.
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CHAPTER THREL

3 METHODOLOGY

3. Area of Study

This study was carried out in five cotton producing
are s across four states. These are Funtua and Malumfashi in
Kat ‘ina State, Gusau in Sokoto State, Zaria in Kaduna State
and Gombe in Bauchi State. These areas were selected because
the  constitute the core of .the .c:ountry’:s cotton production
are. s. For example, f[rom 1977 to 1983 a total of 761,615
met: ic tonnes of seed cotion was produced in the country. oOf
thic, 486,758 t.onné:: or 64% was produced in these [ive arcas.
Fun'ua had the highest of 17% followed by Gusau with 14.067%,
Malimfashi 11.9%, Gombe 10.1% and Zaria 9% (Isitor, 1985).
It vas assumed for this reason that these areas are likely to
expe rience very high level of marketing activities of cotton
proc uce.

These four states are located within the Savanna region
which covers the entire northern part of Nigeria. Cotton is
alme st entirely grown in this region which stretches between
79 1o 14°N latitude and 4° to 13°E longitude. The area is
cha;acterised by pronounced fluctuations in local and
searonal climatic conditions, especially raintall, Various
s0il types exist within this area, however, colton i:s nol
very particular in its soil requirement (Kumar and Ogunlela,

1989) .
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1989)
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The Savanna region is divided into the Sudan Savannah in
the north and Guinea Savanna in the south on the basis of
clisatic factors. On the other hand, the area is divided

int > three zones on the basis of cotton production (Figure

3.1 These are the northern, southern and eastern zones
(Kuhar and Ogundela, 1989; Mustapha, 1989; Lekwa and Nto,
19871) .

The northern cotton zone lies in the northern Guinea
Saannah and the southern part of the Sudan Savannah between
10307 and 13%00"N. The length of the rainy season in the

arra range from 170 days in the Guinea area to less than 120

da's in the Sudan area, while the annual rainfall is about
900 - 1100mm. The soils are mainly deep, well drained, fine
and medium textured. The surface range from fine sand to

sancy loam, over sandy loam, sandy clay loam to clay loam or
loar sub-soils. The ferrunginous soils of the area are
capi ble of producing high yields of cotton if a high standard
crop husbandry is maintained. This area accounts for some
65% of the cotton produced in the country. Politically, this
arecz covers the present Sokoto, Kebbi, Kaduna, Katsina, Kano
and Jigawa states as well as parts of Plateau and Niger
states (Kumar and Ogunlela , 1989; Lekwa and Nto, 1989).

The eastern cotton 2zone comprises of mainly northern
Guinz2a Savannah and a small fraction of the Sudan Savannah
betw:en latitude 8200’ and 13°30’N. The mean annual rainfall

like in the northern zone range between 900 - 1100mm. The

leng -h of the rainy season varies from 180 days in the south
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to 150 days in the north. The soils are typically vertic in
che "acter, without marked holormophic tendencies. The main
are1s are on topographic vertisols of the Gongola and Benue
troigh. The soils are heavy clays throughout the profile and
are derived from basalt, primarily on the Biu Plateau where
the true vertisols occur. The soils vary from ferriginous to
mor: fertile vertisols. This area which covers Adamawa,
Tar ba, Yobe, Borno and Bauchi states produces 30% of the
nat .on’s cotton product (Kumar and Ogunlela, 1989; Lekwa and
Ntc 1989).

The southern zone is made up of Benue, Kogi, Kwara and

pa ‘ts of Niger and Plateau states. The soils in this area

ar: shallow, deep and well-drained and over iron pan. The
me n annual rainfall range between 1100=1400mm. The length
of the rainy season is between 170-210 days while raintall

di:tribution is bimodal and the risk of rain damage at
harvest is high. Infestation by weeds and insects diseases
is . lso greater in this area than in other zones. About 5%
of the total cotton output in the country is produced in this

zon: (Kumar and Ogunlela , 1989; Lekwa and Nto, 1989).

) JPY Sampling and Data Collection
Information for this study were collected between
Jam ary and May of 1992 from a sample of 75 cotton farmers,
15 cotton buying agents, 12 cotton merchants and three cotton
ginring companies in the five selected areas across four
States.

The data were collected by means of personal interview
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usiig structured questionnaires. The questionnaires were
adm nistered in equal proportions among farmers and cotton
buy ng agents in 15 villages in the selected areas of study.

The merchants sampled purposely comprised a mix of

ind .vidual (sole proprietor) merchants and corporate
mer hants of various sizes in terms of their tonnage of seed
cotion purchases. The merchants were selected purposely as
ranlom selection was not possible because many of the
merchants were inaccessible to the researcher, and where they
wer:, many more were very unwilling to release what they
micg it consider as sensitive information regarding their
bus .ness. Secondly, it was not possible to zone the
merchants according te respective areas of study because
the .r operations cut across various parts of the cotton
procucing areas of the country.

The three cotton ginning companies were also selected
pur; osely for similar reasons as enumerated in respect of the
mer-hants. Efforts were however made to select those
com; anies that have ginning plants distributed all over the
cotton growing zones of the country.

Data were collected from farmers regarding their
prcduction and marketing activities such as: farm size, crop
yiec1ld, output, crop husbandry practices, costs, sources of
injuts, harvesting and storage activities, modalities of
sale, prices realised, and their experiences and assessment

of 'he new marketing system. The data collected f(rom the

merchants and agents included tonnage of purchase, sales,
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prites and exports. Information collected from g¢inners
1ncluded tonnage of operation, capacity wutilisation,

own(rshlp structure, ginning charges and prohlems of

" 3.3 Analytical Tools S S S
The analytical tools employed ror this study were as
follows: _W
[
i
|

3.3.1 Desbgiptive sfatiétics
Simple descriptive statistics such as percentages,
means, frequency distributions, standard deviations were used
to group responses according to specific c¢riteria.
Correletion Coefficient was alsc used to decribe the
relationship between variables. This aided the achievement

of opjectives one, two and three. '_w
_ -
|

3.j.é !ﬁéaﬁureéﬁof ﬂarket-structure hnalysis
Three measures of market structure analysis were used
to analyse the structure and measufe the efficiency of the
markst. They are:
3.3.12.1 The Gini Coefficient and the Loren:z Curve|
'Ti The Gini coefflclent was used along with the Lofenz
cﬁrve.to measure the level of buyer and seller concentration
._in tie market in order to determine the degree of competition
r;t'monopplf in the market.

The Gini Coefficient (G) is given by:

™M
Hets

G (4n°u) (i - ¥j) - S el (301)




where: G = value of the Gini Coefficient,

n = number of observations,

u = arithmetic mean of observations,

yi = purchases/output of observations i, and
Yy = purchases/output of observation j.

The G has a possibility of values ranging from 0 to 1
expr essing the extent to which the market is concentrated.
The value of G equals to 0 when there is perfect eguality in
the size distribution of buyers or sellers, as the case may
be. The G equals to 1 when there is perfect monopoly in the
mar} et.

The Lorenz Curve figuratively displays the level ol

cor centration in the market.

The value of the Gini coefficient is the same as the
rat o of the area between the Lorenz curve and the 45 line

to

.

he total area above or below the line (the shaded area).
Accordingly, when there is perfect equality of size
distribution of buyers (or sellers) in the market, the curve
coir cides with the 45Y line.. The further away the curve is

fror the 45Y line, the greater the level of concentration in

the market.

3.7 .2.2. The Herfindahl Index
The Herfindahl 1ndex (H) represents the sum of the
sgqu. red ratios of purchase/output of each individoal
pariicipant to the total purchasesjoutput of all the
participants in the sample. The highest possible value for H

is 1| where the market is perfectly concentrated, and the



lowe 5t possible value is 1/n when there is perfect equality.

The H is given by:

n Xi 2
H= E ——— cee (3.2)
1=1 X
where:
H = the value of Herfindahl Index,
Xi = volume of output/purchases of the ith market
participant,
X = total purchases/output in the sample, and
n = total number of observations.

3...2.3 The Coefficient of Variability

The Coefficient of Variability expresses standard
det iation of a distribution as a ratio of its mean. 1t
gites the extent to which a set values are dispersed about
the ir mean. The standardised measure of the Coelflicient
Variability denoted as c® equals to 0 when there is perfect
eqiality in the size distribution of data and approaches
un:ty, the greater the leve{ of concentration.

The ¢* is given by:

————————————— -

- ce. (3.3)
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et = standardised value of the Coefficient of
. 'V = standard deviation of the distribution, and
. - _ _

arithmetic mean of the observations.
For all the above three models, the closer the values
5f bbfained are to 1, the greater the nonosponic tendencies in
f_th« distribution which implies the greater the power of onc
" or few individuals in influencing prices and, theréfore, the
:”siEas the efficiency of the market. o S -f
On the other hand, the lower the wvalues obtained the
.';grtater the equality 1in competition and thug the lcess the
.povér of a few to influence prices. such a market will
therefore be more efficient. The three models aided the
aclhievement of objectives one and two:'us. ' : N
As a neasure of size distribution, the Herfindahl Inﬂex
(H) tends to more accurate with larger data. Simllarly, the
_ Cocfficient of Variability tC)\is found to Qe most sensitive
in discriminating distribution with extreme inequality in
the hiq@ range of values while the Qini Coefficient (G) is
particularly sensitive to inequalities in:the middle rango
of :he distribution (Olukosi, 1982). "? ":i'
5.5;3 Mafkefiﬁg ﬁargin
Tﬁe .mafketing margin shows the fraction of the

consumers_expenditure on a commodity that is recelived by the
préﬁﬁder.éhd'eaéh of the marketing agents. The marketing
margin is a very useful indicator of marketing efficiency
_ :_\
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{OJukosi and Isitor, 1990). It allows comparison between
the benefits received by each of the market participants in
re’ation to their cost. The margiﬁ also allows for
.idéntification -of costly sectors in the system and areas
whe re savings can be made (Habashy and Christensen, 1982),
The marketing margin can be expressed either in nominal
teims or in percentages. The percentage was used in this
stidy to aid the achievement of objective two. It was given

percentage of margin,

Il

o
a—
I

selling price, and
= ‘supply price.

_-3.;.4 Eff1clency Ratlo

Efflclency ratlos are coefflclontq that are used to

estlmate the efficiency of marketing by measuring the ratio

'f’hof beneflts to uost for a partlcular marketlng sy%tcm or

o
commodlty.' There are various models for this measure. The

one used in this study follows after Habashy and Christensen

(1¢82). It was given as:yifq

FE = 100 - | -=-=--% x 100 0 ... (3.5)

E = Efficiency ratio,

"‘:jfibffifh



C, = total cost of production,
C, = total cost of marketing, and
\% = total value of the commodity marketed.

The (E) represents the ratio of the net value added to
th: commodity (resulting from marketing services) to its
fiial wvalue. The ratio was used to compare with what

ob “ained under the commodity board marketing system.

3.1.5 Gross Margin Analysis

This tool was used to measure the cost - bpeneflit
rel ationship in cotton entérprise for both producers and
ma ‘kKeters. The gross margin is a useful tool of analyses of
profitability of farm enterprise, when fixed cost is
ne(ligible (Olukosi and Erhabor, 1988). The limitation of
th: tool is that while it shows enterprise profitability, it
do:s not give the point where profits are maximised.

The gross margin is defined as:

GM = GR - 1TVC cvw (346)
whire:

GM = gross margin, '

GR = gross relturn, and

T™WC = total variable cost.

3. .6 Price Index Analysis
Simple index ratios (i.e. price relatives) were
em loyed to analyse the behaviour of prices under the free-

market system. Both intra- and inter-seasonal price changes
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were measured and were compared to changes in costs. The
price indices show by what percentage the prices have
chainged over the price in the base year. This aided the
achievement of objective two.

The price relative is defined as:

Pe
P = --- x 100 cee (3.7)
PG
whire:
P = price relative,
Py = price in given year/month, and
P, = price in base year/month.

3. .7 Marginal Cost Analysis

The marginql cost (MC), was compared to marginal
reenue of cotton producers (MR) or price (P) in order to
as: es the level of efficiency of resource utilisation in the
sy: tem. The MC is defined as change in total cost which
re:ults from change in unit output (i.e. dic/dY). The MC
wa.. derived from the farmers’ cost function which was
est imated from the data collected.

Different functional forms were applied, and the best
fit was selected on the basis of the magnitude of the

cor fficient of determination (sz, the significance of the

=

t nd F values and the conformity of the signs of the
coefficients with a priori expectactions.
The firm maximises its short-run profits when MC -~ MR

at a point where the slope of the MC is greater than the
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slope of the MR. If MC is less than MR, total profits have
nct been maximised and it would pay the firm to increase
production, while profits would be reducing if MC is greater
than MR, and it would pay te cul down production.
3.4 "~ Limitations of the st.n.dy
3.4.1 Limitation of Samp.ia o L ‘

The sample size of 75 J1armers was not an adeguate
re¢ presentation of an estimal sd 800,000 cotton growers.
While attempts were made to (iraw sample [L[rom across the

major cotton pr?ducing areas, the size of the sample was

L. limited to conform with availabie resources. This imposcs a

" degree of limitation'on whatever generalisation can be made
akout the population. Chance:: of bias were likely to be
high in the sampling of merchants which was largely
-determined on the basis of ihose who were willing to
respond. . .o ,}”i- __ ;.' T S R

| '3.4_.2 Limitation of Data BT

The research relied great!y on information supplicd by
"'-f.e.rmers, merchants and other market participants. The
accuracy of the information la.l-;ely depended on t!_lO honesty
of the respondents, and th ir w1111nqncts,t‘:fo reveal
sensitive information about their business and on memory
recall ability of farmers,‘ whu hardly kept any record of

their farm activities. o Jx; fp';f; ¢




3...3 Limitation of Analytical Tools

Some tools of analyses used in this study are based on
as sumptions of perfect competition, which do not hold in
‘reoal life’ situation. This limits the extent to which the
tools can provide adequate and practical descriptions of the
pa-ameters being studied. Secondly, some efficiency
me 1sures used are best interpreted when two markets or
sil uations are being compared. In that case, attempt was
male to draw comparison from findings of other relevant
studies.

In spite of the above limitations, it is expected that
th: findings of this study are useful and relevant in
decribing the trend in the production and wmarkebting of
co-ton in the areas of the northern Nigeria under the

provailing marketing system.
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CHAPTER FOUR &
4.0 . -~ " .. RESULTS AND DISCUSSIONS % .|

4.1 The Market Participants

The principal participants in cotton marketing
-fidehtified by this study were the producers, commissioned

. agents, processors, merchants, brokers and speculators.
S T . - TR T w L

?%*4.i.1 The Producers ER ':'”5 1 3  ' L“,y

The producers were mainly small holders'wﬁd.gpoéﬁmﬁtdn

;ﬁ_fof cash to supplement other [ood crops such as nalze,

 2mii1et, guinea corn, cowpea, yam, rice, vegetables and

. | The age of férmers sampléd fanged between 20-70 ycars

whi'le the mean age was 41.2 years. Table 4.1 shows that the

- age groups of 40-49 had the higheét frequency of 24, which

.represents 32% of the studied [armers. This meant Lhat

.enérqetic middle—aged population constituted the core of
cotton prodﬁcérs. o o R

In terms of experience in cotton proeduction, at least

40 (53.3%) of sampled farmers had been growing cotton for

ﬁét;éeﬂ:30(fo'35[Years. Although experienced farmers

con:s.tituted the bulk of the respondents, 13 (17%) were

fourd to have started growing cottcon after 198¢. This

' shb?ed that new entrants have started engaging in cotton

procuction business, probably as a result of the new

.mar}eting arrangement for the crop after the deregularation

‘unlike in the early 1980’s when many f{armers were found Lo






