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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
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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
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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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Colton growing zones in Nigeria (Adapted from Kumar and Ogunlela

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



be abandoning cotton in favour of other enterprises (Gusau,

1939}!1m21ﬂﬁﬁf-je;'fhﬂﬁe'”'

TA3LE 4.1: Distribution of farmers according to their age

sroups i
AG: GROUP NO. OF FARMERS % OF FARMERS
o _""_"“"_"“"..___“"_-_*i_. ___________________ e
2029 oy e e S
30 - 39 '-E,;j;jf ;:ijP}j' 20 ' 7[ T 2647

" 60 - 70 . - o SR 2.6
rorar s T 09.9
ﬁ;fﬂf;ﬁ_eif*fi' source: Survey Data, 1992.

The average famlly Slze of the sampled farmers was
esttmated to be 19.' The large famlly slze was mainly due Lo

thr polygamous practice, that is very common in the area of

5f_study. The main farm activity of women in cotton preoduction

'5'Qés observed to be the picking of the produce and fertiliser

application. =~ .- e ' R
ifWith regard to off-farm employment, majority of the
'_fdfmers'studied had other sources of incowme 1in addition to

cropn production. This additional sources of income include

23Thfarm related activities (such as fishing and herd keepiny),

eVppetty trading, artisanship and other forms of sclf
ezemployment and wage earning. e

o Only 8 (10.7%) of the sample farmers depended only on

X
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crop production as a source of income. Table 4.2 gives the

di
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‘tribution of farmers according to their major sources of

:ome besides crop production.

In terms of level of education, only 12 (16%) of the

pondents never attended any school while 39 (52%) had

.ended either primary or secondary school. Three of the

spondents were graduates, one of whom had a masters

iree. This was an indication that educated young men have

un go  into cotten production (amony other crops) as an

nue for self-employment. |

The general educational level of the respondents showed
£t a large number of them could read and write in at least
sa language using either English or Arabic letters. With

ensive extension education, many could easily learn and

aprly improved farming practices.

TABI

E 4.2: Distribution of farmers according to their off-
farm employment.

——— i —————— i —————— T ———————— T —— Ty —— o — i ————

TY & OF EMPLOYMENT NO. OF FARMERS % OF FARMERS
Private business 22 29.3
Prcduce marketing 21 27.9
woi king 12 16.0
Herding 11 14.7
Fishing 1 1.3
MNi 8 10.7
ro1aL s 95.0

Source: Survey Data, 1992.
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TAOLE 4.3: Distribution of farmers by levels of education

e —————— ———————————————————————————— ——————————————— - - ——

LIVEL OF EMPLOYMENT ~ NQ. OF FARMERS % OF FARMERS
Nil 12 16.0
I=slamic education 11 14.7
Acdult education 7 9.3
Primary school 22 29.3
Sezondary 17 22.7
Advanced level 3 4.0
Graduate 3 1.0
roraL 75 100.0

—— e ————————————————————————————————————————————— e ———————

Source: Survey Data, 1992.

4.1.2 The Merchants

The merchants constituted those who undertook the
purchase of seed cotton from the producers and sold to the
coisumers of the two main seed cotton products - the textile
mills (for the 1lint), and the o0il mills (for the cotton
se2d). The merchants studied were private individuals and
co porate bodies that went into cotton trade following the
scr-apping of the Nigerian Cotton Board in 1986. The sample
conprised both those who started the cotton business as
early as the 1986/87 season, and those who started as late
as 1991/92 season.

The merchants could be broadly categorised on the
ba:is of their organisational structure as: individual and

corporate merchants. The individual merchants were the



.,*wénithy. locél tradérs who engaged 1n cotton business and
| pé:sonally ran their business (mainly from their homes) with
th:: assistance of few staff, usually their relations. . .

Corporate merchants were well organised limited
El”iiubility companies with broad shareholding and digectofshiﬁ
caming experienced members of the organised private sector.
:._Thny operated in registered offices and many had branch
ofiices at various buying locations. ‘They employeb f}aihed
;L pe1sonnel in the field of management, marketing and finance.
L The sources of finance for corporate merchants were
_shire capital and bank loans, and sometimes advancg.paymnntn
frem textile firms while most individual wmorachants  used
'th;ir personal savihgs to finance their bus inesses.|
N In terms of their scales of operation measured hy.the
.f:vojﬁme of their purchases and salecs, it ranged between just
a Jittle less than 100 and 10,000 tonnes of seed‘c?tton per
‘merzhant in the 1991-92 sequn; Using the estimated M7, 500
average coslt of marketing one tonne of seed cotton, as [ound
in the course of this study, their turnover might range
between N750,000 to 75 million.nwiré.. L ey
. The operational activities of the merchants in
addition to buying and selling ol cotton included
ﬁf&téééihg, :tfansportation,':sﬁpply of agricultural inputs
and extension services. The merchants supplied the funds
fof performance of marketing services and bore the
-r.esj;.fﬁor'lsibility for organising and supervising the execution

of the services, namely: purchase, storage, transport,

processing, insurance, handling and delivery to the final



users, T .
fgﬂ;l Another category of cotton merchants identified in Llhe
Qtudy were the speculatots. These Wtr. m1ddlehen|ﬁho téok;
advantage of price increases by purchasing seed cotton at
thf beginning of the season when_prices were low, and sold
;ti'the later pért ' of the. séasonl.when they were high.
Since 1986, prices of seed cotton have shown an average
lngroase Jate of 106% between the beg;nnlng and end ol each
géazon. Wlth good tlmlnq this category of merchaLt“ coﬁld
makz very Substantlal profits durlng any cotton mdlkotlnq
season. - B ‘ | i
-
4.1.3 The Commissioned Agents ",' - | _ }

This study found that cotton merchants employed. thé
ser svices of commissioned agents to source and purchase seed
cot:on from various nooks and corners of the Ffarming rural
areas. The agents purchased the produce and took charge of
han.1ling and transport to various points as may be demanded
by the merchants. Usually most merchants required their
agents to deliver seed cotton purchased to the ginneries or
the .r own private dumps. - . . S

Most of the buyinyg agents were found to be resourceful
catton farmeré. Out of the 15 agents sampled, 13 were
cot-on farmers, and some of them grew the crop in
'SUbﬁtaﬁtial quantities. Many of them also had vyears of
exprrience in produce buying. While 9 of them had been in
procuce buying business under the N.R.M.B., the N.C.B. and
.thé?L.B.A.s fof between 25-30 years, only 6 of them joined



the business within the last 6 years. S }}-

A commissiocned agent lﬁight purchase éeed cbtton on
bel.alf of many merchants at the same time. For example 7 of
ﬁhe studied agents purchaseed cotton on behalf of one
merchant, 4 on behalf of 2 and 4 others on behalf of 3 and
abcve.  Similarly the activities of some agents cxtended
across state boundaries. L |

The agents enjoyed some privileges from merchants such
asusecuring of loans for cotton production, seeds and other
.ihrﬁﬁs. This is because of the confidential relationship
that existed between merchants and their agents. %

The agents received a commission of between N200 - N300
/fdnne, usually after the cotton was ginned and the quality
an¢ guantity of what they delivered was [ully ascertained.
In the case of shortaye, the value of cotton lost was
dedﬁcted from their commission by the merchants. Although
the commissioned agents had 1little financial commitment,
they bore responsibility for any loss of seced cotton in
thelr care. T S S |

The agents employed sub-agents to assist them in
car-ying out their assignments. The sub—agents waere younger
men, and those farmers who did not win enough trust and
coniidence from merchants as to be employed by themn.

Another category of agents ﬂére brokers .th. ééfﬁéd
commission by bringing buyers and sellers together.
Broxers normally located owners of seed cotton aqd helped

ther to enter into contract with buying agents or merchants



wi-hout physically handling the commodity. Skilful brokers

of “en got their commission from both buyers and sellers.

4. .4 The Cotton Processors

Seed cotton was usually processed into cotton seed and
co ton lint by cotton ginners located in different parts of
tho cotton growing areas. Before deregulation, there were
2 1inning companies that owned 13 ginneries. PDuring the
tire of this study however, there were 9 companies and 20
girneries in the country. The location and ownership of

thiese ginneries are discussed in section 4.4.6.

& o Production Activities

4...1 Cotton Production

This study found that average yield of cotton has
increased from about 800kg/ha (Isitor, 198%) to a little
mor = than one tonne/ha durfnq 1991-92. It was also found
thet 60 (79.9%) of sampled farmers planted their cotton crop
within the months of May and June (Table 4.4). This might
hav2 contributed to the observed increase in yield.

Similarly, early planting also implied higher cost ol
production because farm operations such as early weeding
wer2 carried out during July - August when labour demand was
hivhest.

Generally, farmers tried to give their cotton crop the
decired attention, within the limit ol the resources
available. Virtually all farmers sampled showed that they

unc :rtook all the necessary farm operations required for
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cotton production, from land preparation to spraying and
fertiliscer application. Only one ol the respondents said he

did not earthen up in order to minimise cost, and 2 others

said they did not apply fertiliser, one because of lack of

funds and the other because he used farm yard manurec. ‘These
indicated that farmersgs weve beginning to recognisre the

importance of adequate crop management in cotton produ=ztion.

TABLE 4.4: Distribution of farmers by their time of plainting

M ke U e v TR it e TEE M A e Em A e e e Tev e A TE M M e L S ML Ak i At e B B e e Rk e s o = = e — o

TIME O} PLANTING NO. OF FARMERS % OF FARMERS
April - 2 2.7
May/dune Lo L 5.3
Junef' ff f¥-:f;'”'”'£. 31 R 41.3
June/July._ ' ?..ijgg-ﬁw.}.1 -1L L B
July L9 .0
Auqust. : I BN .0
vovaL o s 00 9
T SOQrce: Suf@ey Data, 1992, | _

There have been substantial increases in averagc farm
Size and output of cottaon farwmers. 'The average farm ¢ za of

sampled farmers was 3,553 hectares, while average outp t per

tarmer was 3,162 tonnes of seed cotton. The farm gsizes:

ranged between 0.% hectare for the very small farmers to 45
hoctares for the biggest farmer sampled while thelr cutput

also ranged from 0.5 tonne to 31 tonnes of seed cotton.
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The average yield for the sampled farms was 1.039%
tor nes/hectare with lowest of 400 kg/ha while the highest
yicld was 2.12 tonnes/hectare. The variation in yield was
sicrnificant with a standard deviation of 0.4469. This
var iation was largely due to variation in intensity of land
usc and the ability of farmer to carry out all the required
farm operations adequately.

TAILE 4.5: Distribution of farmers by the sizes of their
cotton farms.

e S e S e T S S T S T M W e S S W M e - — — ————

SIVES OF FARMS (HECTARES) NO OF FARMERS % OF FARMERS
Less than 1 . 3 4.0
1 = 4 HG 14 .06
4.1 - a 12 16.0
8.1 = 12 2 2.7
Oover = 12 2 v A
T goran s o

"""""""""""""" Source: Survey pData, 1992.

In order to measure the relationship between intensity
of land use and yield, correlation analyses were ran between
farners’ cost per hectare and yield per hectare. The cost
per hectare of the sampled farmers ranged f(rom N963 to
N9, 385, It was assumed that cost incurred was a rellection
of the degree to which farm operations were carried out
int2ansively. The value of the correlation coefficient (1)
was 0.772, indicating a strong linear positive relationship

bet veen cost incurred and yield obtained.
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It was observed in the course of this study that
farmers still preferred to grow cotton in mixtures. The
sarpled farmers grew cotton both solely and in mixtures with
ma ze, beans, groundnuts, and wmillet, Cotton/maize was
about the most popular mixtdre among the respondents. There
were a few farmers that grew cotton as a sole crop. Table
4.7 shows that 17 farmers (22.7%) grew sole cotton
ex :lusively, while 10 (13.3%) grew both sole and mixed
co'ton, either on different parts of the same plot or on
di: ferent plots.

TALE 4.6: Distribution of farmers according to their
output of seed cotton.

OUZ PUT (TONNES) NO. OF FARMERS % OF FARMERS
Le:s than 1 4 953
1 = 2 32 42.7
2 v | 28 37 .3
4. - 6 5 6.3
6. = 8 4 5.3
8. i 10 1 1.3
Over 10 1 1.3
toran T 09.9

- ————————————— i ———— T ———— T — T ——— T

Source: Survey Data, 1992.
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TZBLE 4.7: Distribution of farmexrs by their cropping
... L.os 1. pattern L

e e e e TER L L e o R R e et M . e e o 4 o e - re - — T

CROP PATTERN -~ 0 7 o ©° NO. OF FARMERS % OF FARMERS
Sole cotton: i . o A7 b L2207
Cotton/maize I oz o '{36.0
__Q_Cotton/maf:éSAHdISOié'Co%toh."J.fﬂr o _ i._f_.:i3.3
Cocton/maize and cotton/beans ' ;; 9 112.0
ﬁ#12 ¢qtth/maize and cotton/G.n;ts   ;-T; $i5'. ¥'6.?
Cotton/maize and cotton/millet.~  . 2 .; ,{.f}ﬂz}b
Otnaer mixtures Sl  :“:t 5 k 6.7

reoaL 35 1e0.0

~ Source: Survey Data, 1992,
Farmers obtained their Tarm inputs (seeds, fertiliser
an chemicals) from three major sources: government agencies
(aLl governmental departments whose functions include supply
. of agricultural inputs} the open market, and cotton
.- me ‘chants. The distribution of farmers’ sources Lf inputs
showed that merchants were predominantly the main source of
seods followed by the open market (Table 4.8). Government
‘sources were more or less supplementary, because of the 14
respondents that obtained seed through it, only one said he
'f]re;ied on it exclusiyely._ The open market was the main
'sﬁﬂrce of fertiliséf ahd férm éhéﬁiééis, while the other two
sources were complement@ry. R T

Generally, farmers expressed satisfaction with Lhe



qua ity of the inputs obtaihed. However, 2 of them (2.6%)
sail the seeds they bought were of such poor quality that
the had to re-plant because the initial seeds did not
ger ninate while 11 farmers (14.7%) complained of poor

qua ity farm chemicals.

TAB.E 4.8: Distribution of farmers by sources of farm

inputs.

SEEDS FERTILISER CHEMICALS

SQUI' CES NO. % NO. % NO. %
1. Covernment 1 153 5 3 1:3 3 4.0
2. larket 9 12.0 56 74.7 61 81.3
3. lerchants 40 53.3 - 0 1 143
4. 1 and 2 2 Lot 4 5,3 0O 8.0
5. » and 3 12 16.0 6 8.0 4 B.3

6. 1 and 3 4 543 8 10,7 - (0

7. 1, 2 and 3 7 9.3 - 0 - 0

T1TOTAL 75 99,9 5 100 75 100

—— o ——————— —————————————————— ———————————— T —

Source: Survey Data, 1992

Cotton was harvested by means of picking manually,
altlough some very big farmers used machine pickers. All the

samp led farmers picked their cotton between October and

Febl uary. The produce was picked once, or more times
depending on time of planting, husbandry practices and
yield. Farmers who planted in May - June started picking

cotton as early as September - October and the exercise ran
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into a couple of months if yield was high. While 19 (23.3%)
of the respondents harvested within a month, 35 (46.7%)
within two months, 21 (28%) harvested within three to four

months.

4,2.2 Production Financing

Cotton production 1is a very capital intensive
encerprise. Accordingly, a lot of capital is required to be
gainfully employed in its production, but supply of capital
was found to be grossly inadequate. All the respondents
inlicated that they needed more capital to expand their
production capacity or to adequately maintain existing ones.
Insufficient capital inhibited farmers from giving the
ma imum attention required to their crops. For example, 27
(37%) sprayed their crops only once instead of 4 to 6 times
required because they had r;ﬁ out of cash.

Cotton merchants were the most important source of
crodit for farmers and they neither took collateral nor
charged interest for the loans they gave out as attested by
the: farmers that borrowed from ' them. The benefits the
me-chants got from giving out loans to farmers was
guaranteed supply of seed cotton from the loan
beneficiaries. Personal savings was still the major source
of funding for farmers as 54 (72%) financed their production
us.ng only their savings while all those who borrowed money
indicated that they still used their personal savings to
sup port the loans. Simiiarly, bank loans remained an

insignificant source of credit to farmers because only 3
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(4%) of the respondents benefited from bank loans out of the

7 (29%) that had applied (Table 4.9).

TADLE 4.9: Distribution of farmers by their sources of

capital.
SCURCES NO. OF FARMERS % OF FARMERS
Personal savings 54 74.0
Banks 3 4.0
Merchants 16 21:3
Friends/Relations 2 2.6
TOI'AL 75 99.9

——— i ———— i ————— . i i 1 — — ——— ———————

Source: Survey Data, 1992.

4.3 Marketing Activities

4.2.1 oOrganisation of Cotton Markets
Buying and selling activities of cotton were scheduled
tc be conducted at gazetted cotton markets. The government
maintained its responsibility for erecting and maintaining
of the gazetted cotton markets all over the cotton
pro>ducing areas in the country. Farmers were required to
ta<e their produce to respective gazetted markets for sale
to private merchants or their agents after inspection and
grding by produce inspection officers.
The study however found that farmers were not willing
to bear the burden of transporting their produce to the

gazetted market nor to face unnecessary harassment by
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inspection officers. They, therefore, sold thuir produce at
their houses or farm gates, as there was no way of enforcing
the stipulated marketing arrangements. The buyers followerd
farmers *o their farms or homes in order to transact
business. Table 4,11 shows that none of the sampled farmers

sold his produce at any of the gazetted markets.

4.3.2 Btorage Activities

Storage affects the time and place of sale of seed
cotton. Storage was found to be very common among cotton
farmers because it permitted them to take advantage of price

increases. fThis was because the prices of seed cotton were

3

alwa's lowest at the beginning season and increased steadily
towards the middle and end of the season.

Table 4.10 shows that at least 31 (41.°%) of the
sampled farmers store their produce for between 1-2 months
while only 3 (4%) sold at the farm tes without storing.
Many of the farmers that sold their produced soon after
harvest wore those who either used borrowed money to finance
. their production or those who had collected payments in
advance. Those that borrowed money were not allowed by
their respective creditors to hold cotton for a long time.

The cost of storage was observed to be negligible and
was far less than the benefits. The cost was incurred
mainly because ol .. handling (loading and off loading) and
sometimes re~-packaging. Farmers sampled considered the cost
to be so negligible that only 26 (34.7%) of them actually

accounted for the cost. The average cost of storage for a
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tonne or seed cotton was about N30.00 representing about 1%
of the total cost. Of this, the farmers spent an average of
about N10.00 being cost incured mainly for loading and off-
locding while they lose between N16.00 to N22.00
representing the loss of weight of between 3 to 4kg of

cotton per tonne of seed cotton as a result of shrinkage.

TAELE 4:10 Distribution of farmers by length of time of
storage.
PERIOD OF STORAGE NO. OF FARMERS % OF FARMERS
Less than one week i 1.3
1 - 2 weeks 8 10.3
2 - 4 weeks 19 25.3
1 - 2 months 31 41.3
Over 2 months 13 7.3
No storage 3 4.0
TOTAL 75 99.9

—— o ——————— — —— T ———— —————— ] —————————————— i ————————— .

Source: Survey Data, 1992.

This was also considered to be very negligible as sone
faraers said that when they planned to store their seed
cot-on for up to one month or more they slightly over-packed
it in bags, so that at the time of sale it would weigh about
the desired measure (25kg) as result of the said shrinkage.
The benefit of storage was found to be very great as prices
could increase by about 10 - 20% within a month.

The problems of storage faced by farmers were

inadequate facilities, soaking, dirtying of cotton and
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speilage of bagging materials. The respondents that faced
these problems (18.7%) stored their produce in the open
space. The rest of the respondents stored their cotton in
storerooms and they indicated that they encountered no
problems. Only two (2.7%) farmers reported the problem of
rat: damaging their bagging materials. Others mentioned the
risl of destruction by fire, but no respondent said he had

ever experienced that.

4.3.3 Buying and Selling Activities,

As earlier noted, buying and selling of seed cotton
took place mainly at farmers’ homes, farm sites, merchants’
offices, or any convenient point of contact. The previous
Cotton Board restriction on time and place of buying and
selling of seed cotton appeared to be non - existent under
the present system (Table 4.11). Most farmers took their
seed cotton home for storage after harvest and waited for
favourable price offers.

lany commissioned agents were personally known to the
prodicers because it was part of their tool of business to
keep informed of who and who was growing cotton and in what
quancity. It was found that some merchants bought seed
cotton directly from farmers as 43 (57.3%) of sampled
farm:rs said they sold to agents, 17 (22.6%) sold to

merclhants directly, and 15 (20%) sold to both merchants and

buying agents.
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TABLE 4.11: Distribution of farmers according to points of
sale of seed cotton.

POTINT OF SALE NO. OF FARMERS % OF FARMERS
Farmn gate 3 4.0
Hom = 59 78.7
Gazetted cotton markets 0 0.0
Village markets 0 0.0
Merchants’ offices 12 16.0

5011 to textile mills

after processing 1 1a3

TOTAL 75 100.0

Source: Survey Data, 1992

Farmers also exchanged cotton for inputs especially
fertiliser. For this mode of exchange farmers with
reasonable quantity of seed cotton were found to be in the
bes: position to bargain for payment in kind. Other forms
of payment included seeds, chemicals and even building
mat :rials. Thirteen (17.3%) of sampled farmers said they
excnanged part of their produce for payments in kind.

Different sales agreements were reached between buyers
and sellers depending on the relationship between Uthe
parcies. While most of the farmers sampled generally sold
on the basis of the J‘payment-on-delivery’ condition, some
soll on credit or in advance.

Farmers who sold their seed cotton in advance did so to
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finance part of their production activities or to support
their families during the production season. Farmers also
so.d on credit to reliable_ customers who might not be in
poisession of cash at the time they required cotton. The

farmers said they allowed about a week or less for payment.

TABLE 4.12: Distribution of farmers by mode of sale of seed
cotton.

MODE OF SALE NO. OF FARMERS % OF FARMERS
Pa ment on delivery 61 81,3
Credit sale 5 6.7
Adanced sale 9 12.0
TOTAL 75 100.0

Source: Survey Data, 1922.

4.).4 Marketing Malpractices

Both buyers and sellers widely accused each other of
ch:ating and default. The buyers accused sellers of soaking
sexd cotton or mixing it with foreign matter such as sand to
make it heavier. All the buyers sampled said they
exoerienced this action frequently. Because the merchants
usially held their agents responsible for any losses they
incurred arising from such malpractices, the agents said
th:y were, thus, compelled to thoroughly check the produce
be fore paying even though {t could be tedious and sometinmes
imoossible.

Farmers on their part said they were cheated by buying

12



agents as 16 (21.3%) of the farmers complained gfﬁ}horfﬁ
weighing by manipulation of scale and 2 (2.7%) said the
buyers often went away with their bagging matgr;als, ﬂ
Farmers said that they always cross-checked tension éf 5éalé.
before weighing to make sure it had not been tampered with
while others said that they tried to avoid dealing with

dishonest buyers, While 34 (45.323%) of the farméréISAid.
they preferred to deal with long standing customer; who had
reputation for honesty and integrity, 41 (54.6%) said they
were ready to deal with any buyer thétAloffered the best

price.

o . | o ij;#f;? ;.
4.3.5 Tnspection and Grading R TR B
Inspection and grading of seed cotton appeared to have
virtually collapsed as they were never carried out because
buying and selling activities did not take place at the
gazetted markets nor in the presence of inspection officers.
At the 1initial take off of the free-market system,

inspection officers tried to track unauthorised buying

. centres for the purpose of inspection. This was hovever

abindoned because it was practically impossible to keep

track of thousands of transactions taking place at numerous
locations. L B I o o
The Produce Inspection Departments in states now

stationed officers at ginneries to collect grading fees of

|
N2!. per tonne of seed cotton. In practical terms therefore
revenue collection has replaced inspection and gradind.:ﬂﬁ_-?
The implications of this axre very serious. First,
_ . _ = , : ST S
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ady lteration of seed cotton is becoming more rampant.
Soaking, in particular, causes seed to lose its guality
recsulting in poor germination when planted. Secondly, with
little emphasis on quality, efforts directed at improving
the gquality of Nigerian seed cotton may not yield any
meaningful result, and such a situation would not augur well
for the future.

The Produce Inspection Departments were also
responsible for collection of between 5 - 25% of cotton seed
frcm merchants. This was to be done at the ginneries where
the inspection officers deducted the seeds on the spot
imnediately after ginning. Such seeds were Lo be  dressed
ana sold to farmers at controlled prices through government
dictribution agencies.

It was however found that this responsibility was not
carried out properly as only 14 (18.7%) of farmers got seeds
from the government sources and some merchants acknowledged
that they did not release their seeds to the produce

Departments.

4.2.6 Processing Activitiaq

Since 1986, seven new ginneries have come into
existence. This is in addition to the 13 that had been in
existence earlier (before 1986). This brings the total
ginneries in the country to 20 owned by 8 private companies
and 1 government owned company (Table 4.13). The ginneries

arc located in 9 cotton producing states in the country.
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TABL: 4.13: Distribution of ginneries by ownership and
location, 1992,

- ——————————————————————————————————————————— " — - ——

NAMI. OF NO. OF OWNERSHIP LOCATION
COMI'ANY GINNERIES STRUCTURE

1. Cotton and Agricul-

tural Processor Ltd. 12 Private variou: **
2. Challawa Cotton Ginning
Co. Ltd. 1 Public Challava
3. “azzau Ginnery Ltd. 1 Private Zaria
4. 7 ffcott Ltd. ™ Private  Nguror:
5. l'angote Farms Ltd. 1* Private Kankar.
6. Cotton Ginning Co. Ltd. 1* Private Marabai
Kankar.
7. Lalang Group of Co. Ltd. 1* Private Gusau
8. Zamfara Textile Ltd. 1* Private Gusau
9. Funtua Textiles Ltd. e Private Funtua
oz, 20
** the locations are: Malumfashi, Funtua, Gusau, Gomnbe,
Kumo, Misau, Mai Inchi, Zaria, Lamurde, Biu, EKuru and

Kontagora.

established after deleqguration.

C. A. P. Ltd. the owner of 12 of the older ginnerie: is
the biggest cotton processing company with an annual
capacity of 90,000 tonnes Qf lint (about 500,000 bales of
181.43kg each). This accounted for some 70% of tclal
ginring capacity in the country.

The new ginneries have introduced variety intoc the :ize
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“ of bales of lint. while the older ginneries produced

;f stendard British bales of 181.43kg (about 400 1bs), the new
:g?oncs mostly American products produce 200kg bales (4401bs),
" anu bales of higher weight where and owner request for such.
.. The ginning ratio was found to be 33:66:1 for lint,;seéd and
“waste. The new ginneries have fairly sophisticated modern

7 equipment and thus produced very clean lint. . |
|

Although the number and distribution of ginneries secems

. to be adequate, it was observed that they operated below 50%

.-Qf their installed capacity due to the seasonal natur: of

- cotton produce, Durindg the rainy seascon they dgenerally do

:ﬂ not operate as there would be neo seed cotton to gin, while

. during cotton season the demand for ginning exceeded the

;jcapacities of the ginneries to such an extent that a
'f merchant mighﬁ wait on the queue for as long as two wonths
beiore his cotton was ginned. The ginneries generally
ope rated between October and July of each year.

The ginners charged between N500.00 to NL50.00 for
'.Qifning a tonne of seed cotton during the 1991/92 season.
" This represented about 7.22% of the total marketing cost and

 f was slightly higher than the 6.51% that the N.C.B. paid for

rvlginning a tonne of seed cotton in 1983 (Isitoer, 1985).

-4 Ginners sometimes received payments well in advnnv;.bh
the season based on projection, but unlike the praclice
during the N.C.B. era (Isitor, 1985) any under- or over=-
 : payment was ususally rectified at the end . the seascn.
 Tf:f The owner of seed cotton or his insurers shouldered the

risk of any loss or damage of cotton during processing as
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ginners refused to carry such risks.

The problems ginners encountered included shor! ge of
spire parts which had to be imported in the [fa of
dw ndling foreign exchange value, The second was diffi lty

in ginning very dirty seed cotton containing foreiyn | ‘lies
lite sand introduced by dishonest farmers and ' rash
contained in mechanically picked cotton. There was also
di“ficulty in ginning seed cotton which has been rained upon
or which had bhigh moisture introduced through wet ing.
Th»se were most especially observed with the old ginne ies,
acs the new ones were built with blowing facil ties
(cleanliness) for removing trash and driers that elim nate

mo isture.

4.3.7 8Bales to Millers

The merchants were the only middlemen that took ' itle
to seed cotton as both commissioned agents and procc sors
ha dled the produce on their behalf.

The merchants sold the cotton products (lint and ced)
to textile and oil mills respectively at various loco! ions
in the country and even outside, under different for = of
coartract agreements. Merchants delivered lint to te:!'iles
at their factories either on ‘cash-on-delivery’ basi ., or
after some advance payments or even on credit. Some ' imes
transactions were made through banks who acted as broke s.

In terms of exports, one ol the sampled merch. ©ing
conpanies exported 3,295 bales of 1lint (about 600 tc nes)

ani 3,700 tonnes of cotton seed during the 1989/90 s¢ son,
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aml 2,000 bales of lint {(about 400 tonnes) during the
1991/92 season. This shows that since the deregulation,
Nigerian cotton is gradually going baclk teo the international

mairket.

4.4 The Markéf'Channel

.ﬁffﬁﬁricultufaiTﬁéfﬁéf:channels describe the movement and
stiagyes of transfer of farm produce from the farmers to the
final consumer (Hays, 1974). Market channels are useful in
understanding the marketing system and the relationship of
market agencies, sources of supply and Qutlets_to_each other
(Bruhk and Darrah, 1955).. ;:1€L' A

Tﬁefbasic stages of £hé.mgfkéting prﬁcess ofﬁcottnn in
:NiQEria did not appear to have changed.  That is (ronm
_producers to the middlemen, to the prdceéééfs and then to
fh% final consuners (figure 4.1). The fundamental changes
ob*erved were 1in the nature and :urgan;iation ol the
quketing agencies which have also cédséd cﬂ%nqes in their
fe;ationship. The most important of these is plurality of
the said agencies especially thel buyers and processors,

which have been discussed earlier in the section 4.3,
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cake and pallets

Clothing, apparel, hospital lints etc.

Marketing channel for seed cotton under the free

market system.
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4.5. The Market Structure R R
:;;ﬁ;ijarket structure déals ..wfth.. thé .undérlyind
" characteristics of a market which 'letermine competitive
" rclations between and among buyer: and sellers and the
nature of pricing 1in the market. It also concerns the
relationship between present and potential producers in
terms of entry into, and exit out of lhe industry. It is on
-the basis of the relationship that w can observe, measure
_aLd analyse the degree of concentration among sellers and/or
“aﬂdhq' buyers, the degree of produc! differentiation, the
height of barrier to entry, etc. (Abovade, 1983).j 

L Prior to the deregulation of the Nigerian cotton
ﬁgfkét, it.was a pure moncspony, wilth N.C.B. as the only
buyer. Since the deregulation howrver, a completely new

structure has emerged. The structure of the new market ing

arrangement is discussed under the following elements: N

4) ' number and size distribution of buyers and sellers;
b) Dbarriers to entry; _ "_1ff' o i
c) nature of product;

| |
d) degree of vertical_integratinn; and j“ﬂ}_
e) market information. !

|

4.5.1 Number and Size Distribution of Buyers and Sellers
The three measures of market étr&cture analysis: the
déni Coefficient, the Herfindahl Index and the Coefficlent
of Variablility were applied to measur> the sgize distribution
oFf sellers (farmers) using their individual output of seed

cotton and that of buyers (agents and merchants) using their
e e B :
. §
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volume of seed cotton purchases. The wvalues obtained f{rom
the three measures is shown on Table 4.14. The standardised
values of the Coefficient of Variability are presented along
with their absolute values which are given in parenthesis.
Sinilarly, the Lorenz Curves displaying the size
dictribution of the respective market participant are shown

on figure 4.2, 4.3 and 4.4.

TALNLE 4.14: Measures of size distribution of market
participants.

——— ———————— T —— T ————— ——————— ————————————————————————————

Herfindahl Gini-ceoefficient Coefficient

Pirticipant Index of Variability
Mcrchants 0.3251 09,5915 0.7599
(1.779)
Acents 0.0983 0.3551 $,3372
(6.7133)
Farmers 0.0318 0.2335 0.5423

(1.185)

Source: Survey Data, 1992,

The values obtained for the three models indicated
certain degree of concentration among buyers, particularly
th.: merchants. The degree of concentration among merchants
given by the Herfindahl Index is equivalent to 26.38%

(0 3251) while the Gini-Coefficient (G) showed %9% (0.5915)

anl the cCoefficient of vVariability (c™) showed 763%
(0.7599). The high values éiven by the G and the c¢* showed
that much of the concentration was explained by inequality
in the middle and high ranée of the distribution. This

co responds with the curvature of the Lorenz Curve in figure

B2
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The degree of concentration among buying agents was

slightly lower with the Gini Coefficient éhdwinq 36%

{0.3551) and the Coefficient of Variability showing 234%

(D.3372). e s _( . R T ;y

o+ The measures showed high degree of equality among

", sellers with the Herfindahl Index indicating concentration

" level of 1.5% {0.0318) and the Gini Coefficient showing 23%

7 {0.2335). The cCeoefficient of Variability however gave 54%

. {0.5423) indicating a higher deygree of inequalily amony

 tfarﬁers at the top of the distribution than amony buying

agents.

-1Lf From the three results, it can thus be concluded that

the level of concentration among kwuyers is high while

greater equality exists among sellers. This implied that a

. masior proportion of the -purchases in the nmarket was

accounted for by a few firms although the level of
concentration among the buyers was not high énouqh as to

suggest an eligopolistic situation.

*;14.5.2 Barrier to Enﬁry

This refers to technical and economic conditions in the
méfket which raise the cost of firms wanting to enter the
market above the cost of firms already in the market, making
entry into it to be difficult (Koutsoyannis, 1979) .

B Barriershto entry into cott0n pr0ducti0n meagufed”in
terns of c65£“was found to be relatively low because fixed
cost of production was low. Entry was fﬁund to be

relétively easy because fixed cost of production was low,

. i . ;
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anc the variable cost, (which forms the bulk of the total
cost) is a function of input used and their prices. The
un.t cost of the inputs (labour, chemicals, fertiliser and
seeds) were fixed and no advantage of bulk purchase was
en oyed by producers. Furthermore, the inputs are generally
hichly divisible.

On the part of buyers, large volume of purchase was
necessary for the following reasons: 1) the textile
firms always purchased cotton lint in bulk for their own
advantages. Merchants with low quantity of 1lint would not
noirmally get orders; 2) for a merchant to get ginning
facility especially during the peak of the season, he neecded
to have large volume of seed cotton; and 3) because average
turnover period was between 2-3 months, particularly due to
delays in ginning, a merchant should either have sufficient
capital to invest for that length of time, or should have
valuable assets which could be used as collateral to obtain
loin. The merchant would therefore need to purchase large
vo.ume of seed cotton to cbver both finance cost and his
prefit margin.

There was no monetary barrier to becoming a
coinmissioned agent because the agents worked with the
caj ital supplied to them by the cotton merchants. The basic
rec uirements for becoming an agent were honesty, integrity,
ex; erience and confidential relationship that would qualify
a rerson to be engaged as agent by merchants.

It was, thus, concluded that the barrier to becoming a
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producer of cotton or a buying agents was low while barrier
to entering into cotton merchanting was high because higher

level of investment was required.

4.,.3 Nature of the Product

The product of the various sellers in the market under
study was almost homogeneous because cotton, like most other
ag -icultural commodities produced within similar ecological
rejion have virtually 1little or no physiological
differences. Slight variation existed regarding fibre
length and strength, and cleanliness but the differences did
no: influence per unit price of the commodity because they

arc perfect substitutes.
4.,.4 Vertical Integration in the Market

Vertical integration is a form of concentration of
poser in few firms and could be anti-competition becausec it
ma’ make entry more difficult for potential competitors
theoreby giving the integrated firm power to influence price
(Olukosi and Isitor, 1990). Since the deregulation of the
co-ton market, there have been increased level of vertical
integration in the industry. oOut of the 7 ginneries that
were established between 1986 - 1992, three were owned by
co-ton merchants and the other 4 by textile firms with one
of the textile firms engaged in large scale cotton
production. There were also many individual shareholders in
textile firms who were cotton merchants, shareholders in
processing firms, shareholders in cotton buying firms, and

were also cotton growers. At the farm level, 13 out of the
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15 buying agents saﬁpled were cotton growers énd 3 of the
merchants sampled were also cotton growers, one of them was
in addition_.a. gqmmissioned. buying agent tﬁ.-oéher bigger
e ]

.. Textile firms and indiﬁiduals were found to be

- E
integrating in order to explore new potential avenues of

merchants.

prufits, to minpimise risks and to cut costs through
collective use of rascurces. If this trend continues it

col 1d result_in the emergence of large conglomeraltes ULhot

L would contrbl'processing, marketing and milling of cotton

prcducts thereby shifting the market towards oligopoly,

4.7.5 Market Information
Price information is also a factor that affect the
relationship between buyers and sellers and alsc affect

prices (Jhingan 1975). In the market under study, all buyers

-~ an¢ sellers sampled indicated that they had prior knowledge

of ﬁféQailing prices before they either sold or bought seed
cotton. All the respondents said_they got informed f price
changes within a week or even lesé. The main sources of
ﬂgfice information were market surveys, [field agents, ?nd
exc hange of information among farmers. With this
situation, it was difficult fcf é'single buyer or seller to
raise prices by his action alone. |

From the foregoing, it was concluded that the present
structure of the cotton . market was free and highly
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8.6 Market Efficiency and Performance Indicators

Marketing efficiency requires that agricultural
conmodities are moved from producers to consumers with
mirimum cost, under an exchange mechanism that produces
pr.ces which conform to competitive standards (Habashy and
Ch: istensen, 1982).

Market efficiency and performance are direct results of
maiket structure. Market efficiency analysis are attempts
~at evaluating the extent to which marketing functions are
per formed with minimum cost; the distribution of benefits
amcng market participants relative to the services they
pftvide; and the extent to which prices reflect the cost of
se1vices provided. There are various measures of marketing
efficiency five of which were used for this study. They are:
grcss margin analysis, marketing margin analysis efficiency

rat ios, marginal cost analysis and price index analysis.

4.¢.1 The Gross Margin

Gross margin analysis was used to measure the cost -
berefit relationship for producers and merchants.  The goal
of the participants was assumed Lo be profit maximisalion
because cotton is a cash crop with no alternative use to the

producer apart from sale.

4.0.1.1 Producers Gross Margin
The ¢gross margin was estimated as the difference
bet ween gross returns and total variable costs, and is given

by :
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GM = GR - TVC = Ypy = (c; + cC,) ce.(4.1)
where:

GM = gross margin

GR = gross return

TVC = total variable costs

Y = yield in kg/h
Py = price in N/kg
C, = total variable cost of production
c, = total variable cost of marketing.

The total variable cost is the sum of total cost of
“production and total cost of marketing incurred by farmers.
The cost of production included costs of land preparation,
planting, thinning and weeding, earthening up, spraying,
fertiliser application and picking for one hectare of land.
The cost of marketing was the sum of the costs of packaqging,
transport and storage.

The gross return was given by yield per hectare
multiplied by the unit price. The average yield per hectare
was 1040kg while the average unit price was N5.40 per kqg.
The gross return per hectare was N5,616, while average cost
per hectare was N3,646, This showed that average qgross
margin for farmers was N1,970 per hectare.

Returns could be higher or lower depending on: (i) the
actual prices realised which ranged between N4.00/kg to
N6.2/kg during the 1991/92 season (ii) yield which ranged
between 400 kg/ha to 2120 kg/ha, and (iii) costs. The level
of cost incurred depended on level of efficiency with which

re: ources were managed. Cost of land preparation was
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afféﬁféd“byuéﬁe.condition of land; virgin land cogi more to
prepare for planting than one in continuous use. ' wurces of
inputs also affectedh éoéf, because some 1inputs like
feitiliser' were cheaper from government sources than the
open market. Differences in the cost of packagin: wasg also
ﬁbsérved - cost was higher for those who bought new bagging
materials than for those wheo re~cycled used ocnes.

The breakdown of the average cost incurred Iy farmers
{Teble 4.15) showed that cost of labour accounted for more
thén 75% of the total cost. oOut of the total cosl incurred
by farmers in production and marketing, N3,506 or "(.17% was
spent  in production while N139.5 or 3.823% was spent on
mairketing. The ratic of cost of marketing to the cost of
production is 4% which is low compared to 25% thabt farmers
incurred undexr the Cétton Board system {(Isitor, 104143},

The above results showed that marketing arfangement
uncer the new system is more favourable to thé farmers than

the marketing hoard system both in terwms of prottilability,

ant the ease of marketing of their produce. |



TAILE 4.15: Farmers’ average cost of production and
marketing (M/hectare).

————— o — . ——————————— - — i —— i ———— ——————————————

COST ITEM cosT %

1. Land preparation 6.3 5.77
2. Planting 183.4 5.03
P Thinning and weeding 1,067.4 29.28
4.  Earthening up ' 370.9 10.17
5 Spraying 358.5 9.83
6. Fertilizer application 294,7 8.08
74 Picking 875,2 24.01
8. Packaging 59.4 1.63
9. Transport 69.6 1.91
10. Storage 10.5 0.28
"~ woran aeas.e 99.99

——— ] — T — T — T — ] ——— T — o ——— v —— =

Source: Survey Data, 1992.

4.¢.1.2 Return to Merchants

Net returns to merchants were estimated as average
grcss return per tonne less cost of marketing per tonne (NR
= GCR - MC). The product from 1,000 kg (a tonne) of seed
cotton was 333 kg of lint and 666 kg of seed, which were
sold at an average of M21.40/kg of lint and Nl/kg of ceed,
The average gross return per tonne at these rates were
N7,792.20. At the cost of N7,550 (Table 4.16) this gave net
returns of N242.2 per tonne, to the merchants.

Net returns varied from merchant to merchant because

average costs of marketing decreased with increased volume
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of purchase because cost of insurance, finance, bags and
twine, transport, storage and administrative charges reduced

with inérease in volume of purchase.

TABLE 4.16: Merchants’ average cost of marketing (¥/tonne).

R T e T A A A R T R e w et T T R S WA et e Al A S e o M i Bt dgt ey Rin SR e e i L AT i R Tem S e ety — - f—

CasT ITEM ! AMOUNT %

‘1. Producer price 5,400 71.53
2. Commission for aqeﬁﬁs.t ' 300 3.97
3. Cest of bag and twine | .200 lf.ﬂ 2.65%
4. Transportatiocn f'{  f};iﬁn__ 200 2.65
5. Insurance - .;' a 40 " 0.53
6. Ginningf FQIi{f :;: f ”€?:f};, 55°_ffifT;' 7.28
7. Grading'feé tQ-; uf*  _":?ﬁj3;.:$:25F&_H} | 0.33
8. Dump and storage . ;ﬁfi ff?iiif;[ 5f.fij“f 0.07
0. Handling = * .LfT  ::l;T;ffI o o 75

10. Deterioratlon. o ? j£ | % . - ~;¥{: -

11, Cost finance 350 : 4.64

12. Administrative charges f%fi  - 300  iJ£ 3.97

13. Sundry expenses T e 1.59

7 rotan 7,550 - 100.00

TS A S — — ——— —— T W v et ey e e i = ek S e e = e v ik e wm  Are ey s e = e —

| Source: Survey bata, 1992.
4.6 .2 fhe Ma;geting Margin:l L -
Marketinqmﬁéfgin is thé dif{ference betwéen the price
the ultimate consumer pays and the price the [arumer receives
(Hays, 1974). This includes éost and profits of the various
middlemen. The marketing margihs for different produgfs vary

beciuse of differences in the degree of marketing services

that different products reguire in terms of complexity
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irvolved in carrying out those marketing services (Olukosi
ard Isitor, 1990).

A marketing system is efficient if the markebting » wrgin
re flects the cost of providing marketing services and some
profits that reward investments and risk bearing under
ccmpetitive conditions. Table 4.17 shows that the |armer
received 71.53% of what the final consumer paid. The
mcrchant was the middleman that received the highest morgin.
Hcwever, the merchant’s cost items were also highest
ircluding such items as tax, insurance, handling, cost of
finance and administrative expenses.

Considering the services provided in the marketing of
cctton in respect of sourcing and bulk building, proccssing
ard transportation, the distribution of the margin was
censidered efficient and the percentage received by the
farmer compared favourably to that of cereals which do not
urdergo significant processing.

TABLE 4.17: Marketing Margin for seed cotton.

T —— T —— T — it o o o .

MARKET PARTICIPANT % OF MARG! I
Commissioned agent 3.97
Merchant 14.61
Cotton ginner 7.28
Transporter 2.61
TOTAL MARGIN S 28.47
Parmec’s share . 71.53

TOTAL 100,00

Source: Survey Data, 1992.
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4.,.3 The Efficiency Ratio

Efficiency ratios are used to measure the degree of
marketing efficiency for various commodities. Generally,
efficiency ratios attempt to measure the ratio of benefits
of marketing to its cost. In economic terms, efficiency is
maximised when the ratio of output to inpul, and thal of
benefits to cost are maximised (Olukosi and Isitor, 1990).

Use of efficiency ratio in marketing analysis has a
major limitatien. While cost of marketing services can be
enpirically measured, the benefits which are represented by
ccnsumer satisfaction cannot be measured in the same way.
Tre measure used to qguantify the output of marketing is
value added to the product by marketing, or the price the
ccnsumer is willing to pay for the marketed product (Olukosi
ard Isitor, 1990).

The ratio developed by Habashy and Christensen (1982)
wis used to compare the efficiency of cotton marketing under
the present free-enterprise system and the commodity boards
marketing system.

The results for the present and former systems were
2¢.93% and -73.35% respectively. The analysis for the
former marketing system was based on the findings of Isitor
(1985) which showed that a total of N965.75 was spent for
pr oduction and marketing of one tonne of seed cotton, which
wes sold at N557. This showed that a loss of N4AOB or 73.35%
wi s shared between producers and marketers per tonne of the

p) oduce.
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On the other hand, under the free-market system, 26.93%
of the final value of the commodity was added by marketing,
indicating that all the cost incurred from marketing was
covered with some profits. There w;s indication that the
added value was distributed among producers and marketers as
shcwn by the marketing margin analysis above. Based on
this, it was concluded that the present marketing system is

more efficient than the former system.

4.¢.4 Price Index Analysis

Price is the value of commodity expressed in naira and
is determined by the cost of production, the general price
level and the forces of supply and demand. Brunk and Darrah
(1975) suggested that agricultural prices tend to follow the
gencral price level, while the forces of supply and demand
determine the height of the price above or below the price
level.

Since the deregulation of 1986, producer prices ol seed
c;tton have recorded considerable increases both inter-
and intra-seasonally.

Table 4.18 shows that between 1986 and 1992 prices of
secd cotton have increased by 547% at an average rate of 42%
per annum. The lowest price increases were recorded in
1969, 1990 and 1992, the years in which the highest levels
of output were realised, while there was a very sharp
increase in 1991, when there was a sharp decline in output

(Figure 4.5 and 4.7).
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TAJLE 4.18: Annual prices of seed cotton (M/tonne), 1986-92

YEAR 1986 1987 1988 1989 1990 1991 1992
———————————— ﬁ——-———ﬂv——————-‘———--l----‘--—&--—-—-—-—-—-——--—l---—-——————
Pr .ce 850 2,000 3,000 3,500 4,000 5,000 5,500
Pr .ce

re . atives 100 235 353 412 471 588 647

Source: Survey Data, 1992

Increases in product prices did not mean corresponding
in:reases in profits, because cost of production have also
in:reased resulting from sharp increases in input prices.

Fo- example, a 50kg bag of fertiliser which cost HN9.00

during 1986/87 season was sold for about N80.00 during
1931792 season, representidg an increase of almost 900%.
Co:t of cotteon picking rose from an average of 0.20k per bag

du-ing the 1985/86 to N1.00 per bag during the 1991792
season, an increase of 500%. Average cost of production for
on: tonne of seed cotton rose from N800.00 during 1986/87
serson to N2,544 during 1991/92 season, representing an
in:rease of about 450%.

Farmers have however continued to make reasonable
profits because the increase in produce prices exceeded
in-reases in production cost.

Prices also showed large variations within seasons with
th: lowest prices obtained at the beginning of harvest about
October while the highest prices were realised much later in

th> season between April and May (See Figure 4.6).
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TAILE 4.19: Intra-seasonal price relatives for cotton,
1986~1992. (October Price is the base price
for each year)

e ————————— T —— ] ——— T — " ———— i — o — - ——— - —— o ————— -

YEAR> 1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 MEAN
MOLTH

o ————— —————————— o ————— —— T — o — " T — i ——— ——

0cC1. 100 100 100 100 100 100 100
NO\ . 130 .120 110 108 117 110 116
DEC. 150 133 125 1260 133 15 129
JAN . 180 146 140 140 150 125 147
FEE. 200 166 150 160 167 138 164
MAF . 240 200 165 168 123 150 183
APl 300 233 175 180 183 155 204
MAY 300 233 200 180 183 138 206

—— s —————————————— — i ——— T —— o —— i ————— i ——— o ————— i ————————— - ——

Source: Survey Data, 1992.

Table 4.19 shows that prices had an average increase
rate of 15% per month within season. The intra-seasonal
price increase was largely explained by increased demand for
the commedity as more and more buyers released funds and

purchases increased, as the season passed.
4.€.5 Marginal Cost Analysis

The relationship between marginal revenue and marginal
cost of a firm will indicate whether the firm is at
equllibrium and whether or not profits have been maximised.
To observe this relationship for t%e firms under study, a
statistical estimate of their cdst function was made.

'L
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Dit ferent functional forms were used and a quadratic
furction was chosen because of the magnitude of the
coefficient of determination R?, the significance of the t-
values and the overall F value and the conformity of the
signs of the coefficients with a Priori expectations (Table

%429} . The estimated cost eguation was:

TC = 1253 + 4278Y + 6.39Y2 cen. (4.2)
where: TC. = Total Cost
Y = level of output in tonnes.

This equation implied an increasing marginal and

ave age cost for farmers. The marginal cost derived f[rom
the function was N4,290. This was lower than the marginal
rev-nue which averaged N5,400,. Assuming that the wmar ket

under study was perfectly competitive, a nuwmber of
con:lusions were made from the above. The assumption was
necessary because the underlying assumptions of perfect
competition are ‘unrealistic’ and cannot be fulfilled
pra:tically (Koutsoyannis, 1979).

On the basis that the marginal cost was lower than the
marginal revenue, it could be said that profits were not
beiig maximised, and that the production firms were not at
equilibrium, and by extension, the industry was not at
equilibrium. Ceretis paribus, farmers could make more
pro its by increasing their output and there was still room

for potential producers to enter the market.

102



TAILE 4.20: Estimation of the coefficients of farmers’ cost

function.
Intercept Y b
» 2 z * % i . % *
Es imated coefficients 1253.4 4278.5 6.39
Va ue of t-ratio 1.56 14.88 G.58
RZ = 89.4%; R? = 89.1%; and F = 8.41
- Coefficient is significant at 1%

Coefficient is significant at 5%

D e e e ——

4.0.6 Aggregate Output of Seed Cotton

Since the introduction of the new marketing syslem,
po:itive results have been achieved in respect of cotton
production in the country. Figure 4.7 shows that output of
secd cotton rose from about 9,379 tonnes (54,417 bales) to
25,348 tonnes (139,696 bales) within a year of the
de:requlation of the market. By 1989, it had exceeded 50,000
toines egquivalent to about 275,599 bales. Cotton production
avoraged about 180,000 bales per annum between 1986-1992.

The figures show that seed cotton production in the
country was gradually being restored under the new marketing
system. This indicates that constraints to increased
production because of marketing defects and its
di-:incentives were easing and that the new policy was
showing positive results.

It can, thus, be argued from the findings of this study
that the present marketing system has performed more

ef iciently than the previous one,
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CHAPTER FIVE

5.0 SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS

5. Summary of Findings

The following are the major highlights of the f(indings
of this study:

2w Private cotton merchants have replaced the
Nivserian Cotton Board in organising the purchase of seed
co~ton, processing and sale of its products (seed and lint)
to end users. The merchants consisted of both individuals
and corporate bodies. The dissolution of the Board opened
up avenues for private enterprise investment in commodity
ma keting and processing. It had also provided employment
fo- various catergories of participants in the industry such
as merchants and commissioned agents namely, buying agents
ani brokers. Commissioned buying agents were very

imbortant participants as they are the main bridge between

fa -mers in the rural areas and the largely urban - based
me ~chants. There has also been increased investments in
multi-million naira ginning complexes. Seven of such

gineries were established between 1986 and 1992. These
resresent fundamental developments in the cotton industry in
Nigeria.

2, The aggregate output of cotton showed substantial
increases since deregulation from an estimated low
production of only 54,000 bales in 1986 (about 10,000
toines) to 275,000 (about 50,000 tonnes) in 1989. The

increased production has maintained its womentum at an
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average of 180,000 bales per annum since 1986. Exports ol
the produce have resumed even though domestic production han
not met estimated local deménd. Cotton merchants were able
to explore foreign markets because of the deregulation and
easing of restrictions on exports.

3. Farmers have been getting better prices for their
prciuce and cotton production has become more profitable.
Since 1986, prices have been increasing at an annual average
of 42%. While cost of production have also been increasing,
the increases in produce prices have so f[ar, out weighed the
increases in input costs.

4. Average cotton yield per hectare has increased to
a _ittle over 1 tonne, The increased yield is strongly
connected with better cultural practices by farmers, which
included early planting, adequate weeding, fertiliser
application and spraying.

53 Farmers no longer confront problems in marketing
their cotton such as transport dificulties, cheating and
extortion by cotton market functionaries, etc. They now
confortably sell their cotton at home or on the farm. They
also store their produce to take advantage of price
increases, without fear of being left without a buyer, as
was the case before 1986.

6. A good trading relation was found to be developing
betveen cotton farmers and merchants, on the one hand, and
between the latter and agents on the other, to such an

extent that farmers received loans and payments in advance
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for the}r produce. Some farmers also sold their produce, on
credit for some few days before receiving payments,
Merchants also supplied farmers with seeds and other inputs
at low rates. In some cases, farmers demanded payment in
kird (especially fertiliser) for their produce,
Similarly, there were also cases of misconduct such as loan
default, and other malpréctices as under-weighting of
prciuce by buying agents and adulteration of seed colton
with water and trash by farmers for the purpose of obtaining
higher weight.

7 There was indication that the cotton market was
highly competitive, because there was no evidence of
olijopolistic tendencies among buyers and sellers. Although
there was some evidence of certain degree of concentration
amcng buyers, there was however no indication that it
inf luenced prices. With 1little barrier to entry and
similarity of product, the market can be regarded as highly
competitive. Information flow was also found to be
sat .sfactory.

8. It was also noted that benefits were distributed
éde{uately among the various participants because each one
of them made profits. Marketing margin was low, (at 28%),
whe1 compared with the marketing services provided, while
prolucer‘s share was above 70%.

9. There was growing vertical integration in the
indistry. Various participants were investing in marketing
services other than those they specialised in. For example

merchants were going into processing and some textile mills
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were found to have gone into processing and/or production.

10. The main problem that had arisen under the new
sy:tem was lack of inspection and grading. This is a major
set back to guality control. Farmers are likely to relax
efiorts at maintaining production quality, and more so, the
incidence of adulteration and mixing of cotton with thrash
wa: becoming more rampant. The end result will be a drop in
guility standard of Nigerian cotton and prevalence of low
quality seeds.

11, Acquisition of-inputs especially fertiliser
rerained the biggest problem faced by farmers. The channels
of distribution were overloaded with speculative middlemen
who cornered the product and sold to the farmers at very
very exorbitant prices. This drained much of the profits
farmers could have made and if the situation persists, the
apparent benefits of the new marketing system would be
nevtralised.

33 . Lack of credit was another major production
problem facing farmers especially because cotton crop is a
very capital demanding enterprise. There was evidence that
farmers could increase their output if wmore funds were
available. With prospects of high profits, the willingness
to expand production was high among farmers. However, lack

of funds appeared to be the major constraints.

5.2 Conclusion
This study has found that following the dissolution of

the Nigerian Cotton Board and the deregulation of the cotton
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market there have been fundamental changes in the structure,
conduct and performance of the cotton market, Many of the
problems of cotton marketing that had existed under the old
system have disappeared under the new system, while new ones
have emerged. Even though the free-market system has
removed most of the constraints facing the Nigerian cotton
industry as they affect marketing, those problems that
constrain production are very much intact. If constraints
to production are not addressed, the apparent benefits of
the improved marketing system will be aborted and short-

lived.

5.3 Recommendations v
On the basis »f the above observations, the following

suggestions are made on ways to remove the constrains

observed.

5.3.1 Quality Control

It is recommended that government should take urgent
steps towards restoring inspection and grading of seed
cotton. Government should seek co-operation with cotton
farmers, cotton merchants and their buying agents to ensure
that buying and selling are done at appropriate locations,
so that inspection can be qarried out.

It is suggested here that a national cotton council be
established in tThe form of an industrial standard

organisation to be made up of cotton millers, ginners, and

merchants who will set a minimum guality standard for 1lint
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to be produced by ginners and purchased by merchants and
te:'tile manufacturers. Appropriate punitive measures should
be taken against erring members, This will then force
merchants and the farmers to produce or purchase cotton of
spocific quality as they know they would not find market
for poor guality cotton. It is believed that this will help
in some measures in maintaining high guality standard for

Nigerian cotton.

5. 1.2 Credit Facilities

Government is advised to take more practical steps in
chinnelling credit facilities to farmers. Existing policies
an! institutions in respect of rural banhking and
agricultural financing should be sufficiently monitored and
reiewed where necessary to ensure that farmers in the rural
ar-as are benefiting from them.

Secondly, appropriate measures should be taken to
en ourage cotton merchants to provide more loans to farmers.
In this direction, government should consider establishing a
fund whose primary goal would be to provide loans to cotton
fa mers. Such a fund could be financed and managed by
co:-ton merchants, textiles, oil and ginning companies,

ag-icultural finance institutions and the government.

5.3.3 aqriculturil Inputs

Appropriate measures should be taken to check the
.ac:iﬁities of speculative middlemen who divert farm inputs
anl to ensure that such inputs reach the farmers at

controlled prices and at appropriate time. This is
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necessary in order to nminimise the rise in costs of
production, if cgst continues to escalate, the profit margin
of farmers would narrow, and the incentive for production of

coton and other cash crops will decline.

5.:.4 Research and Development

| More funds should be provided for continuous research
and development of appropriate cotton varieties and
technologies that conform to farmers’ cultural practices and
their socio-economic conditions. Research should also be
carried out to ldcally develop cheap and simple ginning
fa:ilities and spare parts to avoid over dependence on
imported machinery and parts. Merchants and textile firms
should be encouraged toﬁbéntribute in funding of such

research projects. :

5.ﬁ;5k”ﬁe$tric£i§£ of Imports

In order to protect the local cotton industry;"
government should place greater restrictions on impoertation
ofblint that are of higher gquality than the local product by
imposing very high tarrifs, so that the imported lint will

cont nuch highef than the local product.

'-i".
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7.0 APPENDICES

APPENDIX I
R8’ NNAIRE
A. PERSONAL DATA
1) OQuestionnaire No: S
2) Name: 3) Dbate:
4) Age: 5) Sex

6) Marital status

7) Size of family:

8) VYears of farming experience

9) Level of education

10) oOff-farm employment

B.  Production information
1) How many tonnes of cotton did you produce in each

of the last 7 seasons?

1985/86 1990/91
1986/87 1991792
1987/88
1988/89
1989/90

2) What was the size of your cotton field during

these seasons?

1985/86 1989/90
1986/87 1990791
1987/88 ) 1991/92
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1988/89

3) In what month did you plant this season?
4) a) Have you been adopting new farming practices?
YES/NO
b) If yes, what are they:
c. Cost of Production
1) How much did you spend on the following operations
this season? .
a) Land Preparation
b) Planting
c) Thinning
d) Weeding SES—
e) Earthening up
£) Spraying
q) Fertiliser application
h) Picking . o
v i) Packaging
T3 Transporting
K) Others (specify)
2) How much did you spend on your cotton production
in the last 6 years?
1986/87 : 1989/90
1987/88 1990/91
1988/89 1991/92
3) What are your sources of cotton seeds since the

abolition of the Nigerian Cotton Board?
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a) From own seeds

b) From the market

c) From cotton merchants

d) From government agencies

e) Others (Specify)

4) Are you satisfied with the guality? YES/NO

5) What are your sources of fertiliser

6) What are your sources of farm chemicals?

7) What are your problems of input supply? (Rank
them)
a) Scarcity
b) Poor quality
c) High cost
d) Untimely supply
e) Others (Specify)

D. _ Financing

1) Where do you get money for your farm operation?
a) Personal Savings B
b) Borrow from merchants
¢) Borrow from friends/relations
d) Borrow from banks
e) Others (Specify)

2) If you borrow frém merchants, how much interest
are you charged? S .

3) How do you normally pay back Lo the merchants?

a) by cash

b) by giving seed cotton in return
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c) by selling seed cotton to them

4) a)
problem?

b) Explain

Do you consider shortage

of funds a major

YES/NO

E. Harvesting and Marketing

1) wWhat time of the year did you harvest this season?

2) Do you store your cotton before selling? YES/NO

3) If yes, for how long?

4) Where do you store your cotton?

aj) Open space

b) in a hut

C) in a store S

d) Others (Specify)
5) Do you spend money on storage?
6) If yes, how much per tonne?

YESG/NO

7) What storage problems do you face?

a) Security

b) Damage

c) Inadequate facilities

d) Others (Specify)

8) Do you gin your cotton before selling? YES/NO

9) If yes, how much is the extra cost you incur?

a) for transport (N/tonne)

b) for ginning (N/tonne)
10) Who buys your cotton?

a) Merchants
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b) Agents

a) Other farmers

a) Others (specify)

11) a) Are there specific persons that you prefer to
deal with? YES/NO

b) If yes, who are they?

c) What are the reasons for preferring them?

i) honesty ~

ii) integrity

1ii) reliability

iv) experience

v) Others (Specify)
12) Do you experience malpractices from buyers? YES/NO

13) If yes, list them

14) What preventive measures do you take?

15) Do you sell cotton in exchange [or inpuls? YES/NHO

16) If yes, name the inputs:

17) Do you sell on credit? YES/NO
18) If yes, how long do you wait for payment?

a) less than a week

b) 1 - 2 weeks

c) 2 - 4 weeks

d) Over a month

19) Do you sell on credit?
20) If yes, how long do you wait for payment?

a) less than a week

b) 1 - 2 weeks
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21)

22)

23)

24)

1)

1)

2)

e . e o s gt . S — i —— — T " g o T T i T T . o o T o 7 o

d) over a month

Do you sell in advance? Yes/No

If yes, is it at current or future prices?

a) Is your cotton graded? Yes/No
b) I1f yes, by who?

c) Are you satisfied with the grading? Yes/No
a) Is your cotton weighted before you sell Yes/No

b} If yes, by who?

c) Are you satisfied with the weighting? Yes/No

prices
What were the prices you received for your
seed cotton during:

1986/87

1987/88

1988/89
1989/90

1990/91

General

a) Do you consider the deregulation of cotton
market favourable? Yes/No

b) Please give your reasons

What do you consider to be the problems of cotton
production and marketing? (Rank them in order of

importance)
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a)
b)
c)

d)

f)

9)
h)

High cost of production

Shortage of inputs

Shortage of funds

Poor prices

Storage problems

Transportation problems

Pest and diseases

Others (specify)
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APPENDIX II

COTTON MERCHANTS'’ QUESTIONNAIRE

1) Questionnaire No. 2) bate:
3) Name: 4) Position:
A. Background Information

1) Are you in business as an individual or a
corporate body?

2) How long have you been in produce buying business?

3) What are your major operations in <cotton
marketing?
a) Purchase
b) Warehousing and storage
d) Transportations -
e) Input supply - -
£) Agricultural extension services

4) From which areas do you purchase cotton?

5) a) Do you have offices on buying location?

YES/NO
b) If yes, how many are they?
B. Operations

1) How many tonnes of cotton did you purchase during
the last five seasons?
1986/87 _ 1989/90
1987/88 1990/91
1988/89

2) What categories of people do you employ for
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3)

4)

5)

6)

7)

8)

2)

purchases of seed cotton?

a) Commissioned Agents

b) Full-time employees

c) Part-time employees

35 you employ agents, what are their

responsibilities?

How much do you pay them as commission per tonne

of seed cotton purchased?

Do you experience malpractices from your agents?

YES/NO

If yes, explain some of them:

What measures do you take to guard against these

malpractices?

who takes responsibility in the case of loss of

seed cotton while still in possession of your

agents? B
a) Do you purchase seed cotton directly from
farmers? YES/NO

b) If yes, at which places do you buy from

farmers?

a) on their farms

b) at their homes

c) at the village markets

d) at your offices

e) at the ginneries

1) others (Specifly)
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10)

11)

12)

13)

14)

15)

) If no, what 1is preventing you from dealing

with farmers directly?
What other people .do you deal with in purchase of
seed cotton?

a) village heads

b) government officials

c) co-operatives

d) brokers

e) Others (Specify)

a) Are there specific persons you prefer to deal
with? YES/NO

b) If yes, who are they?

&) What are your reasons for preferring them?

i honesty

$i integrity

iii reliability

a) Do you buy seed cotton on credit? YES/NO
b) If yes, how much time do the sellers allow

you before you pay?

a) Do you pay for seed cotton in advance? YES/NO

b) If yes, at what prices?

a) Do you pay for seed cotton in kind? YES/NO

b) 1f yes, what kind?

How long does the buying season normally last?
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e .

Prices

- 1) At what prices did you purchase seed cotton during

_c)

the last six seasons? fﬁR 7 ;f :
—_ | o .
1986/87  1987/88  1988/89  1889/90  1990/9)  1991/92
No/.
Dec.
Jan
Feo
Ha:.
i
Apr.
May. :
Av:rage l
«2) What are your sources of price information?
o T
-g;}s) Hew soon do you get informed when prices change?
i, a) immediately |
o) less than a week
s @) in 1 - 2 weeks
.“*:;: g) " longer than 2 weeks
D _ _Pinance L
1)  What ére:your sources of capital? _:'j 
“*z:;g);' Share capital G :

Personal savings

Bank Loan
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d) Others (specify)

2) What was your turnover in 19912

3) Do you consider financing of cotton marketing

adequate?

E. Sales
1) What have been the average prices of linl and seed

in the last six years?

1986/87 1987/88 1988/89 1989/90 1990/91 1991/92

"

Liat

Se-d
N/ onne

2) How long does it take you to market cotton from
purchase, through ginning, to sale (on the

average)?

i 3 Do you sell cotton to other merchants?
(i) YES/NO

(ii) Explain

4) Do you export cotton? YES/NO
5) If yes, how many bales did you export in the last

six years?

1986/87 1989/90
1987/88 1990/91
1988/89 1991,92
F. _Processing
1) Do you consider the present number of ginneries
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2)

3)

4)

5)

adequate? YES/NO

Do you think they are efficient? YES/NO

a) Do you experfénce delays in ginning? YES/NO
b) How much time do you spend waiting for

ginning (on the average)?

What other ginning problems do you encounter?

Who takes responsibility for loss of your cotton

during ginning?

G. Loans and Extension Services

1)

2)
3)

4)

5)

6)

7)

8)

a) Do you give out loans to farmers? YES/NO

b) If yes, is it in cash or kind?

c) Please give details of the annual total value
of loans you disbursed to farmers:

What do you charge as inlterest?

Do you take collateral? YES/HO

If not, how do you ensure re-payment?

Have you ever experienced default? YES/NO

1f yes, what measures do you take?

a) Are your loans repaid in cash or kind?

b) Explain

what other services do you provide to farmers?

H. Cotton Production

1)

2)

Do you grow cotton?

If yes, is it on experimental or commercial
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-, Cormission for agent

guantity?

3) Do you consider it cheaper to grow cotton that to

buy from farmers? R YES/NQ

I Marketing Cost

1)  Please give a summary of the average cost of

'_?f;' marketing of one tonne of seed. - 0

Cost Item . .. Amount 1990/91 Amount 1991/92

—_— —t

Prcduce price

cost of bag and twine
Transportation  : 
Insﬁfaﬁée

Baling

Girning

storage . . v
Detarioration N o o |
Coct of finance -
Administrative expenses '

Sundry expenses 4}' Lo

Others (specify)

J. _ General . . .
1) Do you think that the private sector has

i
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2)

3)

adequately filled the vacuum left by the Nigerian

Cotton Board? (Explain)

What do you consider as the major constraints to

cotton production and marketing in Nigeria?

What suggestions would you offer?

129



1)
3)
6)
7)
8)
9)
10)

11)

12)

13)

14)

15)

16)

17)

APPENDIX IIT

BUYING AGENTS QUESTIONNAIRE

Questionnaire No. 2) Dbate

Name 4) Adge 5) Sex

Level of education

How long have you been in produce buying business?

What are your main responsibilities?

On whose behalf do you purchase cotton?
Do you use your own money to purchase cotton? YES/HNO

I1f no, from what source do you get the money?

Where do you purchase cotton?

a) from farms - T T
b) at farmer’s home ——
c) in cotton markets

e) others (specify)

a) 1s seed cotton weighed before you buy YES/NO
) IT yes, who weighs it?

c) Are you satisfied with the woighing? Y 1S/ HO
a) 1s seed cotton graded? YES/NO

b) 1f yes by who?

c) Are you satisfied with the grading? Y 1S /NO
Who takes responsibility for any loss of seed cotton

while still in your procession?

How many tonnes of seed cotton did you buy during:

1990/91 1991/92

Do you employ sub-agents? YES/NO
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19)

20)

21)

22)
23)
24)
25)
26)

27)

28)

29)

30)

If yes, what functions do they perform on your behalf?

How much do you pay them per tonne?

What sorts of malpractices do you encounter from

farmers?

How do you prevent them?

What sorts of malpractices do you encounter from your

sub-agents?

How do you prevent them?

Do you experience shortage of cotton to buy? YES/NO

If yes, in which period(s)?

Do you consider the prices you pay to be fair? YES/NO
What action do you take when you consider prices as un-

favourable?

How much did you receive on commission per tonne of

seed cotton purchased during:

1986 /87 ' 1989/90
1987/88 1990/91
1988/89 199192

Wwhat problems do you face in carrying out vyour

operations?

wWhat role(s) do brokers play in cotbton marketing?
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15)

APPENDIX TV

» " GINNERY’S QUESTIONNAIRE

Questionnaire’s No, 2} Date:

Name of ginnery

Location

MName ol officer

Position

Is the ginnery owned by government or by

person(s)

private

What is the capacity of the ginnery?

What is the level of capacity utillisation?

wWhat is the level of your output per day?

a) Highest level ) ' 'period o
b) Lowest level period
c) Average

For which period do you operate every season?

to

How many bales of cotton lint did you produce in the

last 6 seasons?

1989/90

1986/87 .
1987/88 1990/91
1988/89 1991/92

What is the ratio of lint to seed product?
Do you consider the product as:

a) very efficient

b) efficient

c) inefficient

Who takes responsibility in case of loss or damage of

132



16,

LE)

18

19

20

21,

cotton during processing? o -

How much do you charge for ginning per tonne?

How long does a customer wait to get his cotton ginned?

a) longest e
) shortest i
c) average .

What are the causes of delays?

Do you purchase cotton? YES/NO
If yes, give details

What do vyou censider as the problems ol cotton

processing?




