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{bstract

In discussing the major shands of policy under Nigeria's Srucu.gal Adjustment
Programme (SAP)' the present paper highlights the various policy measulss embarked
upon by gover[lnent to promote agricultural export On this front, the paper appraises the
gains of SAP while drawing attention to associated pains'. It is conciuAed that if the
adverse side effects of sAP could be contained the frogramme represents a desirable
policy option.

Intnoduction

An importantproblem of Nigerian agriculture concems the marketing of its produc€.
The main issues of concenl cenre on how to ensue remunerative prices to agdcutluml
producers, to promote intenlal movement of agricultural surpluses for eeonomic &velop
ment anC to plan and prornote programmes for the export of agricultural produce where
applicable and desimirle.

with the ail Lroom of the i970s, wtiich brought massive oil revenue, fhe country was
tmnsformed from one dependent on agricultural export tb one dependent on pctoleum oil
export. However, with the collapse of world oil prices in mid-i98t, an economic crisis
emergedirrNigeria (Odozi' 1938). Crudeoilexportprices whichroserapidlyfromUS$20.g.
per barrel in 1979 t'ell to us$29 in i983 ;rnd furrher down ro us$ t+.ai in tqto. similarly,
crude oil exports fell from a daily averagepeak of 2.2 million barreis perday {mbd) in lgTgto 1.2-?. a*d 1.0 (rnbd) i, 

_r98i and l9g2 respeetivery. Cr:nsequ"ntiy, foreign exchange
receipts which rose trorn US$i5.7 billion ;:r t979 ro a peak or uS$ :+"q uauon in 19g0 fell
fo tis$ 12.8 billion and s 10" I billion in 1982 and tr983 respee tively and collapsed [o onlv g.5.2
i:itlion in 1986. Amcng othe r dl-effects. lon-oii exporfs s{agnated and the courtry witnessed
increased reliance on iurported iterns (including food).

The emergent economic crisis led to {he imposition of sr:.ingent and cornprehensive
trade a-ird exchange contuois under the Economic Stabilisati*n Measures of l9g? andintensificalion of tliost cotllii, rrrejisures in ig84. The pursuit ol such ,rnduly re;nicfive
Dolicies and me&cilres iou!<i *ol hr.,ra,everrie::il wittr rhe iriractablr prr:;bieic,s,;f ihe rccnofilv.i i, ; ;s 10116.. 19i! i. {he i:overr:::rel:t hitd ii--ullC it r},-. .ls.tj:.li.i ll, li.qrlirr-,j o r,ora 
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paper is concemed with the last of these objectives, namely the production and exportation
ofcash crops.

The aim of ther.',1*r!y is to inv*s{igate fherele",,ance of SAP toNigt:ria'spasitioninworld
agricultural trade. 

T * d* this, ihe pr.fter {irst exarnines impor"taut ehanges iil world output,
prices and hade v:irite apprili..;ing Ni6eria's internationn! frad* iir*porus arr{l expii{si position
over the 7-year peri,ld 1q8-?-8$" Tlt.: pa:,-er th*n <iiscr:s:ies r*leva:tt poiiiv rne&sures that have
been talien, since liAP, to lead the country iiom an unviahl*, import-ile r:*nd*nt economy into
an export-oriented, .qe!.f-supporti*g ec,:nomy. Suggestions fiir r:'!Gking gicaiex itnplovements
ue offered in the ei:nclueling paits of the paper.

Changes in World Agricultuml Trude

Nigeria's pert*rftance in il.rr: i111si*p1i.ri;i-i *rarkrti nceds tn !:e seen in ihr: !ight of world
economy before anrl *lt*r t9lj6. hr i 9E5, irir ,:xemple, the wqlii;J *li)rlolrr-t was rh;lr,:cterised
bv* slnw-dc,rr:n ia growth.der:iinein primarycrlillmLrd.itypri*r:s,rsing lev*i *fp*:tectj**is:.:'l
in intlustrr*l r:ountries, irrsrability in tl"l*. lor':iglr e.:"ehangc n:ii-:"k,:rs a:td lix::ne ins r.irf{icuitrs
*i indebted lrlurries.

B,v i9l3{i, the deveir:pitig i:,:untries e cltinue{i to erDi:l i:nci: ad..'er*<. iefir--.s i;J tli:ie. licii
ci-lst +f iirbr s*.n icitg duc. r* rising ir:lerr.st raies and proteclionisl rrie;Lturas o{ the rleveiopcii
irtrtt:itties ilg;lili;t the e xp*rls +1'the de,.'rlirying c1)iiiiilres. Aithi:r]gl'i iotai trari* of the non-oil
rli:',,e l*ping coundes incr*;lseitr. that af'ihe oil"expcriuig counlries ikcpprd.

As seen i:i l'able l, the iof:ll :ladr i;f ths norr-eii. exportiilg rlevel*ping countie.q 11*s

be.en gr*willg +r,1:r the yriilr:j. f.'or tlre tirst haif oi lhr: 1..ear (Jan*:r,v " Jun*,) it gr,:w frrxl Lr5$
?r:0.3 billion in tS83 to l.iSS 361.tj biilion i:T i985: the ccmesp.rnding !':;ril--,-e::r i'ir:urel for
i$88" i98? and I98& were US$ -tr96.8 t'illiorr. USS 520.,4 billien an,,.i LrS$ 57d.5 L,itiiur
rdsp*ctively. Such i*creases came iu a result of the usward movemenl in price s alrd dcmand
for non-oil export products rr the worirl market due largeiv ic ihe improved export
performance of the new!y irr<iustriatris*d cr:unu'i*s <:f Fasi Asia ane! to i!:i: ecor:r-rmic recovery
in developed countries.

In the oil-exporting developing countrics on the other hafld, lhe *eonemic situation
declined considerably as *rude oi!prices feil leading to *astic shfn-fali in petr*leum export
earnings. Thus, the oil exp,ortinq ccruuuies as x grcup sustai:ied tlie highest ftte of loss in
trade, with their combined trade declining from US$ 153.?. tlillion in the firsi half of 1983 to
US$113.4 billion in the correspanding peric.ti of 198E.
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Table 1: wORLD TRADE STATISTICS, 1983-1988 (US$ BILLION)

First
Half
of 1983

First First First First First
Half Half Half Half Half
of 1984 of 1985 of 1986 of 1987 of 1988

Non-oil Exporting Developing

Countries 260.3

Exportingdevelopingcountrieg 153.2

Nigeria 5.02

Nigeria x 4o of Oll Exporting

World

Developing

Developing Counhies

Nigeria as Vo of
Developing CounEies

Nigeria as 7a of world

1,672.8

513.s

1,810.6 1,782.5

507.1 487.6

359.2 361.0

t47.9 126.6

8.5 10.2

5;t 5 8.06

1.68 2.09

0.47 0.57

2,031.3 2,395.6 2,611.1

503.4 635.3 69t.9

396.8 520.4 518.6

r 13.3 115.0 t13.4

5.9 6.0 6.4

5.2 5.22 5.60

1.r'7 0.94 0.92

o.2g o.25 0.24

3.28

0.98

0.30

Source: Derived from IMF/CBN data, various years.

Between 1987 and 1988, oil exporting developing c*Errhies srffered absclute rrade
decline fron US$ 229.9 billion to us$ 226.7 billion because of low crude oil prriees. Nigeria,
however managed to increase her own trade marginally ftom US$ 12 biltion to US$ 19.7
billion during the same period probably as a result of some of the advances being made in
curtailing imports and boosting non-oil exports in the country.

In the next section, some of the measues of the Structural Adj&sEnent Frogramate
aimed at enhancing non-oil export competitiveness, are highlighted.

SAP Agricultural Export policy Measures

In an aftempt to bring about the structural harrsofnuation of the agriffultulr*l $ecffir
generally, the country launched a national agricultural policy. The fuumenE e*aair:ed a
comprehensive package of policy instruments to be used during the pericd 199S-2SS5 A.D.
to further develop and improve the performance of the counry's agricuttural setc:.

The document focussed on the role of prices, trade and exchange rate as major
instruments for attaining the objectives of self-sufficiency in food production ar:d self-
sustained economic growth. Oilrer policy instruments in the document include tarriff
regulation to help promote exports and discourage non-e.ssential impors, ard the provision
of favourable fiscal and credit guidelines to increase &e competitiveness of agricultural
commodities in international markets.

Indeed, an important component of SAP standard policy package relates to exchange/
bade policies. As seen in Table 2, such policies include exchange rate reffinn, trade and
payments liberalisation, restructuring of tariff system, import substitution drive and export
promotionorliberlisation. With thealterationofrelativeprices viaexchangerateadjustment,
the country's non-oil exports were made more competitive, price-wise, in international
markets. The naira exchange rate which was officially fixed at N1.5535 = US$ 1.0 on 25th
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September, 1986 fetl toN4.,6406 = US$ 1.0 at the first bidding session of the Second-Tier
Foreign Exchange trVlarket (SFEM), now FEM; thus at the first bidding the naira value
depreciated by 66.5%.The value fluctuated widely in subsequent biddings but at the end of
september 19{17,N4"2227 exchanged foruszo 1.0 and at the end of September, 19g9,
NT.340l exchangedforUS$ l.0representing adepreciataanof 634Vo overa3-yearperiod.
Indeed by Septemk t9ffi, the value of tre naira had gone down by aboltTCf],Vo over its.
September 1986 value"'As at March 1992, the naira exchangerate stood at Nl8.80 = US $ 1.0

TABLE 2: SAP'STAI\DARD POLICY PACKAGE DEMAND.MANAGEMENTi
SUPPLY.INCENTIVE POLICIES

A. Monetary Policies
1.1 Credit Ceilings*
1.2 Liquidity Rario
1.3 Positive Interest Rate

Exchange Rate/Trade Policies
2.1 Exchange Rate Retbrrn*
2.2 Trade and Payments Liberalisation
2.3 Restructure of Tariff System
2.4 Import Substitution Drive
2.5 Export Promotion or Lrlr*ralisation

Public Sector l;*licies (Wages/Frices)
3.1 Rationalis;riionof:

Pubiic Exper;,Jiture*
Capital lnvesruient
Empioyrrrent

1.2 Reduction in Fiscai Dei'ii,il
I i Reduction irr ! , ..,,i1 '

3.,4 Refonn of thr- 'i o.,r l.ir':r,:.:-:1,.

I 5 hoducer Price Adjustmen{
3.6 Wage R.estraint.

D. Others
4.1 FinanciaVAdministrative Retbrms

Cub in Exrcrnal Borrowings.

NOTE: Those astericked are. generally, compulsory measures that must be implemented;: others are the ones which are highly recommended though their implementation is
not compuisory.

source: Nnanna, o. J. ( 198?). "A General survey of tne Experience of some LDCS under
SAP". Econ. anct F i t. Rev.CBN, Lagos, Vol. 25 No. 4 pp. 39-47. December 1987.

Given suchchangesin theexchangevalue of the ioiirrr+ the naira, andtheconeorcitailt
hugeincreasesin theworld(dollar-denominaled) agricuirui,rt Iriiec. the outputof agricultural
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export crops' especially cocoa, cotton, rubber, palm produce and coffee was stimulated and
actively traded. In table 3, it is shown that the balance of trade became remarkably in favour
of Nigeria to the tune of aboutNl3.9 billion (due principally to mineral fuels) in 19g7 while
in 1988, for the first time, the net food export became positive. The future expectation would
be that the country would now start wihessing food exports (andre-exports) greater than food
imports in value terms.Itis tobe expectedalso thatthe ban on theimptrtationof certain food
products such as maize and rice would gear up further interest in the iocal production of such
crops.

Anchored in the belief that government must still work towards creatin g a " free" market
for goods and services and that "freer" market system is better for growth (see Okigbo, lggg),
government took a step further by scrapping commodity boards and allowed 1007o retention
of agricultural export proceeds wholly by the exporterp. As Omoruyi (19g7) reported, this
step has contributed to the increase in inflow of foreign exchange from 'autonomous, sources;
in the first eight months of 1987 alone, inflow of foreign exchaige from autonomous sources
amounted to $654.5 million (Omoruyi, l9g7).

TA-Br,E3:NIGERIAN'SFoREIGNTRADE: VALUEoFMAJoRExpoRT/IMpoRTGRoups. 1983_1989(N MrLLroN) CURRENT PRTCES

Year

Exports & Re.Exports

2as9o
Total Food of(l)

Import Balance of
'l'rade Ner FocdExporr
5as%

Toral F*ad of(4) (t)-(4) {2) -{j)

{8"r(7jt6)/5r(4)(3)Q)(1)

r982

1983

1984

1985

1986

1987

1988

9,196.4

7 ,751.8

9,138.8

11.720.8

9,047.5

29,575,9

4,66t.7

184.0

273.9

234.7

243.8

442.5

871.0

598.4

2.0

3.5

2.6

7.1

4.9

2.9

12.8

ts-J

19. &

t 8.8

1?.0

t 3.4

10.5

7.8

10,t00.2 1,6,+?.:

6355.i l,]tr.?
4,484.5 84:i.z

5,536.9 9,r{.f,

5,974.i 80l.rj

15,695.3 1,646.5

3,035.9 237.0

-903.8 -1,458.2

+l.t$6.1 -i.i]:2.8

+4.65a 3 .S0t.5

+-1.072.8 -359.4

+4.ti'i.S -459,4

+ 13,8Eo.r "?75.J

++ 1,625.8 +361.4

Source: Derived from Central Bank of Nigeria's Economic and Financial Review- Vol.
26No.3, September 1988, pp. I2S-127.

The increased inflow of foreign exchange has become pronounced since l9g7 when
SAP machinery had been put in position. Totalixporr ea*ing increased by 89.62o from N5g
billion irr 1989 to N109.9 billion in 1990, mainly due tothe l06.6Vo increase in the value of
oil exports (CBN Annual Report and Statemnt of Accounts, 1990). The increase in the value
of oil exports from N1.6 billion in 1989 to N106.6 billion in 1990 was due to a combination
of large oil shipments resulting from the upward revision of Nigeria's OpEC quota following
the gulf crisis as well as the significant rise in the average realised price of crude oil.

Similarly, non-oil exports recorded substantial inireases u, ur.rug. world prices in
naira equivalent shot up for most crops by 300- 1, 000 Vo oyl.x 1983 prices.is shown in table
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4, soyaixiuts, gtrtundnut oil, cotton lint and rubber recorded increases in the magnitude of
1,04970.9857c. 8129* and 8037o resPectively for theperiod 1983-89. Except for cocoa and
ginger for which oniv tnodest price increases (336Vo and27 4Vo respectively) were recorded
for ihe same pelioci. :dl of Nigeria's major traded agricultural commodities rvitnessed
remarkable increases in world pnces.

Civen the above gains, the question still remains as to what are the associated'pains'
of SAP. Okigbo ( lgtiti) highlights some of such drawbacks by asking the following relevanr
questi$ns:

{ i ) Is the couniry able to ensure that i :tion will be better handled, stored and
distributed?

{2) \&ill ttre industri;ilisation of agriculture reach back to the farmer and induce greater
output?

(3) Are enough efforts being made to reconvert existing capacity in order to use local
inputs instead of imported inputs instead of imported inputs for which industrial
equiprnent were originally designed.

(4) Is working tbr a free' market conclusive to growth with equity?

Indeed if the garns of SAP are to be truly fulfilling and long-lasting, tlie above points
must be taken into consideration in modelling luture policies. Particularly, while striving for
as much $owth as is possible within a freer market system, the country must strive for equity
in the disnibution of wealth and i;rcome that accrue from SAP.

Striving for such equity has to give i:onsideration also to achrcving srability in tlomestic
prices, especially of food staples.

Inflation rates ilt the developing countries of ihe world cont.iiiuc to be high. averaging
1057o (as compared to4.5% for industrial *ountries) in 1990. In Nigeria.',hc average all-items
composite price index tbr cornbinetl rural ar:,-l url,-*n centres an;l all incorne groups increased
from 328.5 in 1983 to 1,093.9 in 1989. As shown in ihe {able, nic-ct cI ltr*: in.r"^., -.
accountable forpost - 1986 era whe:i pe.iiiiium incr*i1r,l:lt rv*re i 94.? and 2l j.A :u:;iii-items
and lha,J respectively as against the figures of 6fl.c rr.irii 54.-5 in rhe pre-SP.P i.::i. ioti.
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Suxnmary *nd Com*&usir:ss

This ryer has di.*;r:.*lej th: nlr.;rr s;s;$:i3s r'i p*liey *ixj*i :;j,; i.i.j, *r: ihey affect
NigerEsagriculnnaltras= vith rh* rest.li;lu* rr::r.iii-Fi*r:*r! ir; ll:i.i*::ir,rr.;i ihe worid
ecfiKxny erd tra& p*tterri5 r:: i&* i::r;:;$ ii*i*dt, {;li ir}:'iii:ti oi 1-,ii;-,,-rir: i.l: lii; tcopolrr}
lmgely @rdent o{r Frfr}}-,ui:r ?irrri{}i.r. rrrt liehii.E}rtf,j. ii lr;iS L-.,**v*i ;rgued in the
ryer tha changing fmtx**s i*ripel ,"iigerii ii] ::i*iliFi i* errh*rlee t:tr non-ril export
eon*pefifiveness.

I* this respect- etteEd€m was drewn m ttrre paper to various policy measures embarked
upm by tk govemmeat to fofirote agri€*Iturel exporL Most of the measures centre round
a pEogranlrrl}e of recovery wftich emphreises stnxsftrrdl adiustrnent of the economy and
ekme:usof dmmtrol

Arising frurn all ttrese, a sigrtif,rcanr deve@rnent is ttre appearance for the first time,
in lffi&, e pmitive net food exput sitrlatiffi- Atrso, the SAP has irduced a boost in cash crop
expmts re a result d the alteration of relaive pices via exchange rate adjustment. Thus, the
ge\ryErrred seems gmred t0 etrEing rrore foeip exchange from a wide base.

kr su*ainahility af the gafus of SAP" it is r*snmended that the equity issue behind
the impiementation of S,AP rnwes shtd ffi be overboked. To do so, would trntamount
to tracerbating ttrc eqmornic maladja*nre*t that sAp was designed to redress.
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Furthermore, it rs suggested thatefforts Sostrd be cmtimasy rnade toad&E$E &eiffi
of efficiency of resources uss in agricrilffie; it is om eiry topmffi uffi (fureryEt)
it is another thing to ensure thatftecounry'srqi{xrxr}Esare}dfofuSydopfu63rffig6-

In conclusion, the effectof SAFon $,ligcriak nm-oilerymtpfmarcwmHbc sall
to be salutary if adverse side issues imftnling risfog iilfla{iffiy Mds ffiKbgma&6d-
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