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1. General country data

1.1. Key economic data

Surface area





923,768 sq. kms

Population (2000)




126.9 Million

Population growth (average 1994–2000)

2.7 % per year

GDP (2000)





43.7 Billion €

GDP / capita





344 €

Exchange rate (June 2002)



1 € ≈ 110 Nairas

GDP by sector. (2000) :

· Agriculture





29.5 %

· Industry and mining



46.0 %

· Services





24.5 %

 






1999

2000

2001

Change in GDP   



+1.1%

+3.8%

    -
Price deflator (Inflation rate)


+6.6%

+6.9%

    -

External trade account (2000):

· Exports FOB




21.7 Billion €

· Imports CIF 




14.5 Billion €

Principal primary commodity exports
            
Cocoa, rubber

(excluding petroleum)


Source: IBRD

1.2. Economic development context

At the end of the 1990s, Nigeria’s economic and social context was characterized by slow growth, increasing salary and wage differentials and inequality, and the flight of capital. All economic sectors other than the oil sector, particularly agriculture and agro-industries, were systematically neglected.

Following the restoration of democracy in 1999 the program for economic recovery that was put in place, and which sets the privatisation or restructuring of major State owned companies, has been slowly applied, and slow to produce concrete results. Thus the achievement of the government in reducing budget deficits has not been accompanied by overall improvement in the economic situation, notably because of the following: 

· Dependence on petroleum revenues is almost total, with exports of crude oil supplying 95% of State revenues.

· Savings rates remain very low at less than 10% of GDP.

· Continuing threat of inflation taking off, with much, and increasing utilization of the US dollar within the economy.

In addition, it is noted that the role of the ‘informal’ or non cash economy in total national economic activity is estimated at 70% of this, making difficult the analysis and interpretation of Nigeria’s economic context only using official data. However and despite this, Nigeria has an estimated $ 115 Billion economy making it an African giant. Combined with its demographic power (over 126 Million) this country dominates the West African economy.

1.3. Agriculture, fisheries and livestock farming in the economy

In the 1960s, Nigeria obtained up to 70% of its export revenues from agriculture, and agro-industrial exports. Today this proportion is less than 10%. Nigeria, once a major food exporter, must now import food, and notably sugar, rice, wheat, chicken meat and milk for ongoing consumption requirements of its population.

The agricultural sector however remains a key element for the economic and social stability of the country. Nigeria’s agricultural sector accounts for about 30% of real GDP, and is the largest single source of employment, with about 43% of the economically active population engaged.

Nigeria is one of the world’s largest producers of cocoa, and the country encompasses a large variety of climatic and ecological zones, enabling the cultivation of many crops and harvesting of natural products, including rubber trees, peanuts, cotton, oil palms and others. Food staple crops are dominated by cassava and yams, followed by sorghum, millet, maize and rice.

Livestock farming and herding accounts for about 10% of GDP, and Nigeria’s herds and flocks of cattle, sheep and goats are the largest in West Africa. Total numbers are estimated at 15 million cattle, and 75 million other livestock animals, mostly sheep and goats. Nigeria also has about 5 million pigs and 100 million poultry birds.

While Nigeria has extensive bodies of water and maritime fishing areas (960km of coast, and a large number of rivers and internal water bodies) fisheries activities are stagnant due to insufficient investment producing much less than its potential. By consequence, Nigeria is a large importer of fish and seafood, while remaining an important exporter of shrimps and prawns. 

Total economic dependence on necessarily depleting petroleum resources would appear to have been recognized for the danger it poses, and real political will appears to exist for relaunching the agricultural sector. To this end, the government has set new rural credit and loan structures and new agriculture-oriented institutions in place.

2. Selected agro-industrial sectors

Traditional agricultural exports (cocoa, rubber and others) are continuing to slip back. Conversely, a large potential for development and growth in non-traditional and new agro industries are emerging, notably for food supplies and foodstuffs from tuber crops. Other industrial potentials, of considerable magnitude, exist in livestock, in gum arabic, and in several oleaginous crops (including sesame, coconut and shea nut).

2.1. Tuberculate crops and processing

2.1.1. General remarks

In a general sense, cassava and yams are crops likely to become major industrial cash crops in several Sub-Saharan African countries. In Nigeria, zones of cultivation for cassava and yams are in the south of the country, and provide the bulk of local food supplies for starchy foodstuffs. Annual production of each is estimated at about 25 – 35 million tonnes. These tuberculate crops are consumed as fresh vegetables, but are also often processed and sold in the form of dried foodstuffs, notably in urban areas. Processed forms include:

· Dried, selected roots (cossettes), for yams;

· Flour, cossettes, granulates and starch extracts, for cassava.

2.1.2. Production data

Table 1: Estimated production, cassava and yams (Million tonnes)


1988
1992
1997
1998
1999
2000
Change 1988/2000

Cassava
15.5
29.2
33.5
34.1
33.5
33.7
+ 117%

Yams
9.1
19.7
24.8
25.0
24.6
24.8
+ 173%

Source: Federal Office of Statistics.

Production of these two crops has expanded since the end of the 1980s. Nigeria is the world’s largest producer of yams, and, taking both tuberculate crops into consideration, accounts for about 25% - 30% of combined world total production.

In recent years there has been an observable increase in average yields, with projects such as the introduction by the IITA
 of improved species in the Ibadan region, resulting in significant local yield increases. Overall, however, much remains to be done with yield averages for both crops, because national averages are only about 10 - 12 tonnes/hectare/year.

Nigeria’s fast population growth resulting in strong domestic market growth for staple foods (and especially in urban areas) is a certain ‘pull’ factor for continued growth of production.

2.1.3. Local processing 

a. Description of the processing industry

Processing of yams to cossettes is a major activity in the west of the country. Traditionally, selected parts of yam roots, and wastes from yam preparation, are dried and gathered together as a stored foodstuff for tiding over annual periods of food shortage. Today, whole yams are dried to produce cossettes, and this form of processing has enabled yams to be more widely sold in urban areas.

Compared with other regional countries, Nigerian cassava processing methods yield a larger variety of final foodstuff products, but industrial processing remains small in scale, only taking about 5% of national cassava crop production. A small part of cossette production, about 24 tonnes/day, is further processed by the Nigerian Yeast and Alcohol Company to produce ethanol. Other processing activities utilizing cassava include the production of sugared snack bars. 

c. Product positioning, market segment competition and outlets 

Concerning the domestic market, pastes made up from yam cossettes are now directly competitive with cassava-based foodstuffs. Utilizing yam cossettes, urban consumers now have a choice other than traditional foutou or amala, and yam-based products have made considerable market progress, becoming the main staple in the northwest of the country. 

Yam and cassava-based products are also competitive in export markets. Yam exports to regional neighbour countries is 80% as yam cossettes, while exports to Europe and the USA are of both cossettes and yam flour.

However, demand outside African markets for cassava and cassava-based human foodstuffs remains weak. Exports are mainly as a raw material, notably for animal feed manufacture, and in the pharmaceuticals industry. Thailand, which has a competitive cost structure and efficient transportation and processing industries, remains dominant in these industries. Nigeria’s potential customers, however, are likely the Far Eastern markets of Japan, South Korea, Taiwan, etc. World prices for cassava starch track those for cassava cossettes, with FOB Bangkok prices ranging from and average of 226 USD/tonne in 1990 to 165 USD/tonne in 1999.

Processing of cassava to semolina results in a 75% weight loss relative to input raw materials, and cassava semolina has a cost price of about 28 Nairas/kg (around 0.28 Euro). Given that current world price levels for unprocessed cassava, of between 170 and 200 USD/tonne, Nigerian processed cassava would not be competitive on world markets. Conversely, the relatively low cost of processing to cossettes in Nigeria encourages exporters to try exporting this product. Current internal market prices for raw cassava are low at about 3000 Nairas/tonne (about 26 USD). Taking a 4 : 1 processing weight loss, input costs per tonne of cossettes can be estimated at about 170 – 175 USD/tonne. However, major European importers such as the Diedrich (Germany) and Tipiac (France) companies prefer to source their cassava raw material supplies in Asia and Brazil, citing quality problems for Nigerian source cossettes.

2.1.4. Development potential and constraints

Cassava and yam cultivation has the following advantages:

· Both are food staples and play a key role in national food security.

· Both these crops are less sensitive to climatic fluctuations than cereal crops grown in the same regions, and therefore suffer much less variation in annual output.

Both industries have promising potential, if sufficient investment is made in industrial processing plant and organization. There are however distinct needs for the preservation of harvested crops to reduce losses after harvesting. 

Traditional storage and preservation of yams (in earth berms, underground) is in fact wasteful because these methods do not protect the root. Raw, unprocessed yams therefore must be transported without delay to market, and increases transportation costs per unit weight and final price to the consumer. Prices are furthermore highly seasonal, because arrivals depend on harvest cycles, and also because consumer preference goes to large roots. This latter specific characteristic of the domestic market is culturally determined. Overall, given the constraints on fresh yams, the processing to cossettes is yet more favourable as an industrial development strategy, and has numerous advantages:

· Cossettes can be produced using yam varieties with smaller roots that are easier to cultivate;

· Processing is not technically demanding and can be carried out by relatively low cost plants not requiring heavy outlays from producers;

· Supply, and therefore price stability will be increased;

· Transportation costs, for dried products, are lower than for raw cassava;

· Final market prices will be lower and thus more competitive, and cossettes may be used as a raw material for onward processing by other industries.

There are difficulties however in assuring sufficient drying in open-air conditions in seasons other than the harmattan (of dry wind).

Techniques and technology for cassava preservation and conditioning extend from the entirely traditional (burying, covering and watering, coating with clayey soil and drying,  covering with sawdust, etc), to the most modern (freezing, sealed packaging, chemical treatment, etc). Depending on method used, cassava can be preserved in edible condition for a period of between a few days and several weeks. There are however sure advantages to processing yielding dried goods and raw materials for processing to animal feeds and for starch-based industries.

There are two major constraints on development of cassava as an input to animal feeds manufacture, and making cossettes and granulated cassava uncompetitive relative to imported animal feeds:

· Low world market prices for cereal and cereal-based feeds;

· Overvaluation of the Nigerian currency. 

2.1.5. Development outlook and partnering needs

Concerning yam cossettes, success for any project targeting industrialization will depend on output goods being adapted to consumer tastes in the national market. It will therefore be necessary to first conduct consumer acceptance testing, and even to consider modification of the product’s or products’ organoleptic characteristics.

Concerning cassava, for which there already exist significant international market potentials for certain processed and derived products, the main priority will be to reduce costs through better industrial organization, and above all to ensure product quality standards equal to those of competing Asian goods and products. This latter requirement implies the need for partnering with a view to technology transfer, ensuring better final market prices for Nigerian production.

2.2. The oleaginous crops industry

2.2.1. General remarks

Nigeria is a large producer of peanuts and palm oil, but domestic edible oil demand exceeds national production, the shortfall in supply being estimated at about 300,000 tonnes per year. Industries based on oleaginous crops are not covered by this report, which focuses the shea nut industry, which is currently little developed but has major potential. This report also concerns other ‘emerging’ oleaginous crops and processed goods (namely soybeans, coconut and sesame), and for which the final market goods and products do not fall into the category of edible oils.

For the above-mentioned and studied crops, Nigerian cultivation extends over the following surface areas (using FAO estimates):

· 150,000 ha of annual sesame acreage;

· 600,000 ha of annual soybean acreage;

· about 230,000 ha of shea nut tree ‘plantations’ (stands);

· 35,000 ha of coconut tree plantations.

The bulk of production obtained from the above plants is domestically consumed. That exportation which exists almost entirely excludes processed products and goods (such as sesame oil, soy oil, and shea nut butter), the only and notable exception to this being the export of coprah oil and cake. Of the other crops mentioned, only sesame seed figures as a sizeable export commodity.

2.2.2. Production and sales levels, and prices 
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a. Shea nut

Following consistent annual growths in output through 1990-95, for an increase of about 25% in output, shea nut production in Nigeria has not continued its growth trend. Despite this, however, Nigeria remains the dominant world producer of this agricultural commodity, with about 60% of world production. Total output is now close to 400,000 tonnes of shea nuts per year, but all production is consumed by the domestic market.

b. Soybeans and derivatives

For the period 1995-2000 the fastest growth in major Nigerian agricultural commodity production was for soybean production. A part of this growth can be explained by the introduction of high yield varieties. However, following the record output levels achieved to 2000, production growth has stagnated, notably due to less favourable climatic conditions for this crop.

From the end of the 1980s the development of soybean production has been sought by Nigerian planners, but this has not been followed up by consistent growth in domestic consumption, leading to major quantities being placed on the export market, notably as bulk soy exports for production of animal feeds in Europe and in West African regional markets (notably Ghana).

Table 2: Estimated exports of soybean seed (tonnes)

Year
1995
1996
1997
1998
1999
2000

Tonnes
460
108
17
10,530
300
9,000

Source: Faostat.

Soybean export prices fluctuate with world market conditions and showed consistent upward movement through the 1990s until 1997, attaining some 307 USD/tonne on a CIF Rotterdam base that year. Since that year prices have tended to retreat, with recent annual average prices being in the region of 200 USD per tonne on a European landed base.

Soybean cake is also exported, but export volumes are highly variable from one year to he next. In addition, local processing industries make use of soybean cake as a substitute for raw pal moil inputs to processing when palm oil is short in supply for their annual programs of production.

c. Sesame

The major production zones for sesame are the savannah region extending the Guinea border, and the centre northern Sahel zone. Sesame is traditionally used as a foodstuff by rural communities, through mixing the seeds with sugar. As a food staple, sesame is not a major crop, and cultivation is as a secondary activity and with generally low yields (about 300 kgs/ha). Many varieties are cultivated, while that destined for export is a variety with a high vegetable oils content.

Table 3: Estimated Nigerian sesame exports 1995-2000 (tonnes)

Year
1995
1996
1997
1998
1999
2000

Tonnes
13,000
34,000
27,000
29,000
35,000
30,000

Source: data compiled by Faostat / Cirad.

Nigeria’s main export customer for sesame exports is Japan, with over 34,000 tonnes exported to Japan in 2001
), where sesame is mainly utilized for processing to vegetable oil. Total exports by Nigeria in 2000 were for an estimated value of more than 20 Million US dollars. It can be noted that considerable quantities of sesame exported from Nigeria originate in Niger, thus Nigerian export data for this crop overstates the national component in this trade.

Nigerian, as well as other producer prices for sesame were relatively buoyant in early 2002, despite having shrunk back from the high levels of recent years. Prices for sesame in 2002 are in the range of 400 – 450 USD/tonne, compared with over 700 USD/tonne in early 1999, on a FOB base. The role of the Japanese market being very important, and this country having experienced significant falls in Yen purchasing power due to depreciation, any large increase in sesame prices can lead to falls in Japanese import levels and a major fall in export outlets for Nigerian sesame.

d. Coconut

Although an estimated 70% of all coconut production is taken by the domestic market, mainly as a fresh product, Nigeria is Africa’s largest exporter of coconut oil to the EU market, with a volume of more than 11,000 tonnes in 1999, followed by Ivory Coast. However, export volumes are highly variable from one year to the next, for example varying from over 29,000 tonnes in 1997 to less than 2,500 tonnes in 1998 (source: ProFound).

2.2.3. Local processing and export outlets 

a. Export of unprocessed commodities

In 1998, Nigeria was the seventh-largest world exporter of sesame seed, and in recent years has become Japan’s largest supplier, the Japanese market being the world’s largest. In order to achieve this success, Nigeria’s sesame producers and exporters have focused product quality, including the very low levels of pesticide residues, and the attractive price at which the commodity can be offered. In part, this success can be attributed to the role of the French Bolloré corporation, which has bought out and restarted operations at an industrial sesame cleaning and processing plant, in the Lagos area. 

b. Local processing of soy, sesame and shea nut 

Several companies, including Zuma Food Industries and Farina Limited, have made market trials in Nigeria with soymilk, but have met with little success. Consequently, Zuma Food’s processing plant for soymilk production has been taken out of production. However, introduction of simple and low cost Japanese processing methods for the production of curd (tofu) has resulted in a small but growing domestic market for this foodstuff. 

The largest producer region for sesame is Nasawara State, and this state’s authorities, and local agribusiness interests are in discussion concerning the possible construction of a sesame processing plant in the State.

The principal processed product from shea nut is the butter, and the bulk of shea nut butter production is by traditional or artisanal means. Overall, domestic and local market potentials for shea nut butter are promising, both for personal consumption and as an industrial raw material for several production sectors.

2.2.4. Potentials and constraints, partnering needs

Because Nigeria’s economy has experienced major difficulties, import levels of protein-rich commodities and foodstuffs has declined in recent years. In this context, the production and processing of soybeans (containing about 40% by weight of proteins) offers a lower cost source of food protein, and development of soy-based industries is of national interest for protein supply to the country.

There are two major constraints on development of soybean production and processing:

· Relative to world market prices, Nigeria’s production is not competitive notably because of the strong level of US subsidies to its national producers, and to numerous world agro commodity trading agreements concerning volumes and prices. Consequently, the recent start up of soy oil marketing in Nigeria by a large private company is based on the import of US soy oil, shipped ready-to-use in sea freight containers. These operations started in January 2002.

· Further, the domestic market is characterized by weak demand. Marketing effort for soy-based foodstuffs in Nigeria are not ordered and coherent, with these products being presented as an upmarket, luxury foodstuff. In reality, soybean production, and soy-based products can be utilized in a number of processing industries to supply competitively priced goods. Thus soy oil and soy flour can be utilized for the production of baby foods, and also for animal feeds production. Soy cake can also by hydrolysed, to extract protein, and can be marketed as soup, and flavour cubes for household cooking.

In a general sense, value adding by the development of soy-based processing industries is a strategy that also applies to the majority of oleaginous crops covered by this report. The utilization of residues and by-products is a key to feasibility of ventures, for example those from the first-level of processing of sesame to yield edible oils, which can be utilized for the production of poultry feeds.

Industrial utilization of coconut would likely offer attractive potentials for development. According to a study by the Raw Materials Research and Development Council, current industrial use of coconuts has an annual value of less than 3 Million Naira, but could with ease be tripled.

Despite the relatively recent introduction of several of the oleaginous crops focused by this report, growth has been considerable for most of them. As one example, noted previously, Nigeria is a major world player in the sesame market, with about 10% of that market.

Ways and means for the continued growth of sesame production have been the focus of studies, started in 1997, at the National Cereals Research Institute. Further, a national network of scientific and technical experts, industrial players, small producers, and trading interests has been established to the end of improving performance in this industry, and the network is actively seeking business partners. Both the upstream, and downstream aspects of the sesame industry are addressed by this effort, while an immediate step can be taken to improve production through the introduction of improved varieties, and also through better harvesting and related operations.

At this time, the large Asian sesame producers, notably China, India and Viet Nam, are unable to respond to increasing world demand offering scope and promise for Nigerian efforts. Nigeria is also advantaged by its good quality sesame (sweet tasting, light coloured, low pesticide residues). Nigeria therefore requires business partnering in this industry, and in particular in the following domains:

· Improving the main varieties in cultivation;

· Increasing national and local sesame cleaning capacity (mechanical sorting and cleaning);

· Sectoral organization and structuring, including improved capacity for compliance with contractual requirements (quality control, tonnage engagements, delivery schedules, etc).

2.3. The gum arabic industry

2.3.1. General remarks

Gum arabic is extracted from the Acacia senegal and Acacia seyal tree shrubs, the former providing the highest quality gum (hard gum), commanding the highest market prices. The main utilization of gum arabic is as an additive in several foodstuffs industries, including pastry making, wine production, jam making, etc., and as a processing base for certain pharmaceuticals, and a stabilizer for glues and intermediate processing agent in several industries including the textiles, printing, and paints industries.

Imports of gum arabic by advanced industrial countries are almost exclusively of African origin, and particularly from the following production zones:

· Senegal River basin (Senegal, Mali, Mauritania);

· Lake Chad region (Cameroon, Niger, Nigeria, Central African republic, Chad);

· Nile River basin (Sudan, Ethiopia).

Nigeria is currently the third-largest exporter of gum arabic, behind Sudan and Chad, and supplies about 10% of world import demand for this commodity. In October 2001, the FAO made available a 400,000 USD loan for the strengthening of Nigeria’s gum arabic industry and the stimulation of production, which has considerably fallen back relative to the 1970s (annual output in 1975 was 49,000 tonnes; current output is about 7,000 tonnes per year).

2.3.2. Production and commercialisation

Production is exclusively from gum-bearing trees, and local producers are typically peasant farmers collecting gum as a secondary or complementary source of revenue. Trees are bled as for rubber latex collection, and extracted gum is collected from individual trees on 1 – 2 month rotating base, after incision of the trunks, and in the dry season period November – May, with largest amounts being collected in December and in April. Yield per tree is about 250 grams, in the form of solidified pellets or balls.

The commercialisation channel for gum arabic starts at the local and village base, followed by regional and national wholesalers, and then exporter entities. Currently, Nigeria has some nine major exporter companies, whose exports are packed in sacks, then sea freighted by container. This raw gum arabic is mainly exported to Germany, India, Singapore, the UK and USA.

2.3.3. Local processing 

At end January 2002, the Nigerian Importer Service Corporation and the Coca-Cola Corporation brought their joint-owned Maigatari (Jigawa State, northwestern Nigeria) gum arabic processing plant into operation. In genera terms, an increasing number of international players are involved in West African gum arabic production, processing and marketing. Their usual operating procedure is the creation of local subsidiaries or joint ventures, and the installation gum crushing and kneading plants for first-stage processing. These participations and installation of processing capacity immediately add value to the existing local economic activity based on gum arabic. Second-stage processing of gum arabic is higher technology (dissociation) and is currently not carried out in Africa.

Preliminary treatment of collected gum arabic, essentially the removal of foreign bodies and wastes, followed by crushing, can be undertaken close to production areas. Through primary processing, the output product can attain a value of about 200 USD/tonne.

2.3.4. The international market

After several years of relative decline, world import levels of gum arabic have recently shown sustained growth, with shipments rising by about 25% through 1995-2000. In value terms, world gum arabic trade was worth about 90 Million US dollars in 2000. A few only countries dominate this industry: in 1995, some 95% of wold export volume arose from the three countries Sudan (56%), Chad (29%) and Nigeria (10%). Principal importer countries are likewise concentrated into three main players: France (46%), which is both an importer and re-exporter, the USA (21%) and the UK (12%).

Table 4: EU importation of gum arabic by source (3 main exporters, tonnes)


1995
1996
1997

Sudan
10,752
10,834
9,801

Chad
5,453
4,941
6,777

Nigeria
3,683
4,314
5,506

Source: Eurostat, 1998.
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The friable or crumbly resinous gum from the Acacia seyal has increased its market scope, from 1999, through its certification for use as a food additive by several major international bodies. This increase of market potential for the friable gum has effectively narrowed the previously strong price differential in favour of the hard gum.
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Source: www.pdiam-div.org

World market prices, as shown above, suffered considerable erosion through the second half of the 1990s, from levels of better than 4000 USD/tonne to less than one-half this price level. Recently, prices have begun to edge upwards, with average prices paid for FOB Lagos shipments in June 2002 attaining 850 – 1,200 USD/tonne. There is however a cap on this upward movement, very much higher prices encouraging importers to utilize starch-based substitutes.

Certain African producers have concentrated on domestic and regional markets, for consumption and processing utilization. This applies to Chadian exports of gum arabic, where an increasing volume of shipments is made to Nigerian industrial importers. Because of Chad’s gum arabic being of recognized quality, some Nigerian players utilize Chadian gum arabic as a quality-raising ingredient to their own formulations, enabling them to obtain better local and export prices for their products.

2.3.5. Potentials and constraints, partnering needs

Forward potential for Nigerian gum arabic is excellent, as for the two other main producer countries of Sub-Saharan Africa. This is due to the fact that production is relatively fixed while world demand for organic foods is rapidly increasing. In this market segment there is no competitor product or finished foodstuff having the same quality/price relationship.

Chadian gum arabic exporting success over recent years provides a model, with its gum arabic moving from about 5% to 30% of supply source for organic foodstuffs based on gum arabic. For exporting success, Nigeria will have to target the best market segments, as will as those country markets of largest import potential, notably in Asia and S America (China, Brazil, Argentina and others).

Nigeria’s current weakness for capitalizing on improving gum arabic market potentials is that it lacks added value, processing industries. Conversely, in Europe, the industrial processing of gum arabic provides a mark up, comparing prices by unit weight for input and output products and goods, of at least 100% - 180%, while primary processing (cleaning and crushing) is limited to an added value of about 10% by weight. The constraint, here, is that secondary processing requires considerable investment and know-how, and processing plant requires skilled maintenance, and is energy intensive for electricity.

The step made in May 2000 through the creation of the NGARA (Network on Gum and Resins in Africa) can likely contribute to strengthening the gum arabic industry both in Nigeria and its regional neighbour countries. This network seeks to improve know-how, exchange information and views, and develop commercial channels for and amongst industry players.

Technology transfer partnering, bringing higher technology processing capacities to Nigeria and initially focusing the primary processing stage, will have also to be accompanied by financial partnering, due to the lack of access to credit and loans in this industry.

2.4. Livestock and poultry industries

2.4.1. General remarks

Given the very large domestic market potentials that exist in Nigeria, and the likely evolution of consumption trends, the two following subsectors can be readily identified as the most promising:

· Milk and milk products;

· Poultry farming for meat and hens egg production.

The production of milk, and beef meat, is of course linked to cattle farming and grazing areas of the country. Further, the tradition of cattle farming and herding is accompanied by livestock being the major source of capital and wealth in the informal or traditional economy or rural areas. The large areas of savannah vegetation in Nigeria (covering about two-thirds of the territory) provide the bulk of grazing land and animal feed to livestock herds. Most cattle herders utilize these traditional resources, and practice migratory herding, but due to population pressure and modernization there are increasing number of sedentary livestock operators, with national herd being approximately split 50/50 into nomadic and sedentary operations. Environmental factors play an essential part in determination of livestock farming type in any particular locality:

· Length of dry season, with decreased potential for sedentary farming towards the northern, dry savannah zones;

· Incidence and extent of tsetse fly infestation (vector of trypanosomiasis), which limits potentials for livestock operations in the southern areas of marked wet seasons.

Other factors, such as urban-linked milk and milk products demand, also exert an influence on geographical location and extent of livestock activities.

While the northwest savannah zone is reputed for the quality of its beef, mutton and goat meat, poultry farming is in rapid expansion in south western Nigeria. 

Poultry farming and related industries can be broken down into two main groupings:

· Traditional village-based farming, currently accounting for about 85% of bird numbers and persons engaged in this activity, but exposed to severe limits on productivity and stability of production through bird diseases, notably Newcastle disease (...);

· Intensive farming, producing about 15% of output, and concentrated in urban fringe areas.

State intervention in this industry is notably and firstly through the levying of very high taxes on imported chicken meat and eggs, to favour local production. Further, any new processing venture in this sector is accorded tax-free status for a period of 5 years.

2.4.2. Production data
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The sustained growth of poultry flocks can in part be explained by the ready availability of vaccines against bird disease, from the National Veterinary Research Institute. In the livestock sector, programs targeting improved animal health and hygiene have been recently intensified, resulting in a marked decrease of foot-and-mouth and respiratory diseases. Overall, however, growth remains modest relative to demand for animal products, due to strong demographic growth, and particularly in and of urban areas.

Annual milk production in Nigeria is above 900,000 tonnes. Local herds and animal varieties have low milk productivity, estimated at an average in the region of 800 – 2000 litres/cow/year, against milk production capacities of certain ‘exotic’ varieties (imported milk cows) which are able to attain 4,000 – 6,000 litres per animal on an annual base.

Domestic production of chicken meat is not able meet demand, estimated at about 100,000 tonnes per year. In overall terms, traditional and smaller scale production of chickens, turkeys, ducks and other poultry only covers about 50% of internal demand, to which current intensively reared and industrialized production adds about 25,000 tonnes per year. The remainder, about 25% of national consumption, is imported, with these imports bearing a 75% import levy by value. Because this levy is so high, much of the imported meat arriving on the Nigerian market is smuggled or illicitly obtained.

2.4.3. Modern or industrial operations and local processing 

a. Milk and milk products industry

There are a few intensive milk production operations, exclusively around major urban areas. In general, and as in other agro-industries, Nigeria is heavily dependent on imports, in this case of powdered milk.

The West Africa Milk Company, a leader in this industry, utilizes imported powdered milk as it raw material input, for the manufacture of several milk products (including butter, cheeses, chocolate drinks, etc). These are exclusively distributed on local markets. The Company also has its own herd of some 480 Holsteins. Turnover from operations in 1999 was more than 7.3 Million Nairas or about 80,000 Euros. 

As for the Niger Livestock Company, the Livestock Investment Company (former Minna Dairies) distributes both poultry and milk products. The former has one, small processing plant for yoghurt production, but has ceased sourcing milk from national producers and bases its production exclusively on imported powdered milk.

The Index Investments company has been recently taken over and is now being fully restructured. Its purchasers intend to utilize the 60 ha of land included in the purchase for the development of production facilities including a yoghurt-manufacturing unit, but do not intend farming any livestock on their land.

Located on the Kaduna-Abuja transportation corridor, the Niyya Farmers company land extends over 500 ha and has a milk herd of more than 150 head including about 12 Montbeliard cattle. This company utilizes artificial insemination. Milking operations remain manual, and daily output is less than 500 litres. Due to insufficient supplies of raw milk, the modern processing equipment of this company, for production of soft cheese, ice cream, yoghurt, butter and skimmed milk, remain largely under-utilized.

Located close to Kaduna, the plant and facilities operated by the Nigeria Dairies Company had a design capacity of 16,000 litres/day of milk input. However, the facilities of this company are no longer in operation because of the lack of spare parts for no aging equipment. 

The construction of milk processing plants in Taraba and Cross River States is in the planning stage. The regions concerned are free of tsetse flies and lend themselves to milk cow herds because of their altitude.

b. Poultry industries

After a long period of declining production, with national sales volume falling to 10 million chickens in 1997 against 40 million in 1982, production has been steadily rising in recent years. Over 18 million chickens were slaughtered and sold in 2000. One factor explaining this relaunch of domestic production is the reduction of customs levies on chicken feed supplements and antibiotics.

Currently, the industry suffers from competition due to imported pullets and chickens. The industry’s lack of competitiveness can in part be explained by the high cost of chicken feeds, local produced maize being offered at a price of around 300 USD/tonne, while US-produced maize on world markets is much less costly. However, import levies on maize are around 70%, preventing local poultry industries from utilizing this source. At present, industry lobbyists, together with US interests, are seeking to have the Nigerian government reduce its maize levies.

Wholesale prices for imported frozen chickens and meat vary in a range of 290 – 300 Naira per bird (2.7 – 2.8 Euro), while production costs for locally produced chickens are about 300 Naira for a live weight bird of 1.7 – 1.8 kgs. Under these conditions, small producers are unable to cover their costs and are progressively leaving the industry, with bigger operations taking their market share. Concerning producers of chicken feeds, accounting for about 95% of all animal feeds production in Nigeria, these players are increasingly orienting themselves to substitution of maize in their formulations, for example by using soft wheat (on which government import levies are only 15% by value).

The number of laying hens in intensive or industrialized operations has considerably increased in recent years. From less than 4.3 million birds in 1996 numbers have grown to more than 8.8 million in 2001. This growth is market driven, and notably due to marketing and information campaigns for egg acceptance, notably in the school system. National consumption, however, remains low at about 10 eggs per person per year.

On average, this type of industrial operation will have about 50,000 laying hens. Certain types utilize entirely automated feeding systems, while others include smaller or larger numbers of manual operations. Feed supplies are from large milling entities producing chicken feeds, Nigeria’s feeds industry being dominated by 4 companies producing about one-half of chicken feed supplies. These companies are: Top Feed, BFFM, Livestock Feed and Speed-Sanders. Remaining quantities are produced by the chicken farming operators from their own resources of local suppliers, without quality control or checking on input substances and products, resulting in generally low quality feeds. Average egg prices in Nigeria are 10 Nairas per egg (slightly under 10 Euro cents).

2.4.4. Development potentials and constraints

The main advantages for the livestock and animal farming industries are the following:

· Animal products furnish a very large proportion of rural employment and revenues, and rural populations have a vital interest in development of these industries;

· The existence of strong domestic demand which is currently, and largely unsatisfied, both for meat and milk products.

The main weaknesses that can be identified are numerous and include the following:

· Access to water and to grazing resources are increasingly limited. Feed supply difficulties are shown by the ever-increasing land areas given over to forage crops. This limit on development of the industry, particularly strong in areas affected by dry season climate (the north), requires a better organized linkage of crop agriculture and livestock farming, for example through the development of more intensive cultivation of leguminous crops, to provide dry season forage.

· The impact of animal disease remains a strong negative factor, and the range and availability of veterinary products and services is not adequate.

· Lack of credit and loan facilities for small operators.

· Continuing increase of import volumes Using FAO forecasts, Nigeria will likely require imports of 4 million tonnes of milk per year in the coming decade, while current supply, including 350,000 tonnes of imports, is around 1.3 million tonnes.

Concerning cattle farming, and particularly the milk and milk products industries, there are specific constraints on development, including:

· Very low productivity per animal in traditional farming operations;

· A lack of quality cattle feeds able to improve and sustain production;

· High incidences of rustling and theft of livestock;

· Strong seasonal variation in demand for milk products.

Concerning industrialized poultry farming and egg production the key weakness resides in the cost of feeds which, through their high level, diminish earnings potential and feasibility of operations. Further, development of poultry farming is faced with several other constraints, including:

· Available loans for projects in this sector are at high interest rates (around 35% p.a.);

· Equipment and installations heavily depend on imports (for example of cages and feeder equipment) which are costly;

· 1-day chicks are mainly imported, notably due to the very high level of mortality of local produced chicks;

· Local produced chicken feeds by small operators lack supplements (vitamins and minerals) and are also often of low quality or present health risks;

· Feeds, produced goods and eggs are often badly or unhygienically stored or conditioned.

2.4.5. Partnering needs

Technical know-how will be required in order to ensure that the necessary level of hygiene can be guaranteed for marketed products, but is also required for improvement of packaging and presentation. In addition to technical and technological partnering, financial needs are evident, notably for the acquisition of modern processing plant. In general, this partnering can likely focus existing players in the industry.

More specifically, partnering needs in the milk and milk products industry are in the following areas:

· development and strengthening of milk cooperatives, for the efficient collection of milk, and cooperatives for the production and supply of animal feeds;

· training of operatives, notably in good animal husbandry practices and the management of crossbred varieties (obtained using ‘exotic’ or special race animals, offering high productivity, but with low resistance to local conditions);

· improvement of veterinary services;

· training of local persons for the creation of enterprises providing milk storage, preservation and processing services.
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