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Abstract

The study documented agricultural policies through the period 1970-1993;
implementation deviation for ten agricultural policy variables, eight of which are fiscal
and two monetary; and identified discontinuities in agricultural policies. In addition, it
computed volatility measures for ten agricultural policy instruments and six regulated
commodity prices.

The estimates of implementation deviation indicate consequential over- and under-
shooting of policy targets. The results show that the implementation deviation was
persistent and volatile in addition to being consequential. Therefore, the concern that
private agents have about government not keeping itsword is legitimate. Similarly, their
concern about policy discontinuitiesis aso valid.

In general, volatility was most intense for most policy variables in the structural
adjustment period, implying that agricultural policieswererelatively more stable before
than after adjustment. This suggeststhat the major policy shift of 1985-1986 heightened
policy instability. However, political instability pre-dated structural adjustment and could
be associated with long-term instability of agricultural policies. For instance, we found
that no agricultural programmesoutlived the palitical regimesthat introduced themwhile
each new regime put in place new programmes.

Finally, even without a comprehensive evaluation of the credibility of agricultural
policies, it is hardly likely that a policy regime would be credible if implementation
deviations are consequential, persistent and volatile, and policy variables exhibit long-
term volatility. Therefore, the partial assessment notwithstanding, the effects of political
instability and structural adjustment on the credibility of agricultural policiesare worthy
of further investigations.
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1. Introduction

The research environment

The basic economic policy problem in Nigeriaremains: how can government be amore
socially responsible and effective economic agent? The dimensions of this problem could
be deduced from the other key economic agent in the economy, that is, the private agent.
The following statements reflect some of the concerns of private Nigerian economic
agents about the key instrument of public policy in Nigeria, the budget:*

“I am glad that it (the budget) has not reversed some of the positive moves
made |ast year.....comments are made on the assumption that implementation
would befaithful. Previous experiences have shown that these expectations
arenot alwaysvalid....theinterest rate being | eft at 21% with inflation going
at about 70-80 per cent is not good for the banking sector in mobilizing
loanable funds’ (Mr. Kolade, Chairman of Cadbury (Nigeria) PLC).?

“only the implementation would determine how good it is’3

“the budget is a fine paperwork that shows the level of government’s deep
concern for economic recovery. But whether it would beimplemented in the
same spirit is another matter” (Chief Olukayode Akindele, Chairman of
the Osogbo Steel Rolling Mills).#

“we have always had fine budgets, but implementation is always the
problem” (Dr. Adegbite, an executive council member of the Lagos
Chambers of Commerce and Industry).

“Itisgood that the foreign exchange policy which was central to the macro-
economic stability witnessed |ast year isretained” (Mr. Erasmus Akingbola,
MD/CEO, Nigerian Intercontinental Merchant Bank Limited).

“Aslong as the exchange rate remains relatively stable, it would be easier
to plan” ( Mr. Dipo Aina, MD of aLagos based investment banking ouitfit).

“in 1994, there was a policy U-turn. In 1995, there was no U-turn, and so
we can say well-done to government for standing still. In an environment
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such as ours, where there are frequent policy shifts, that’s an
achievement....the decision to hang on to N22 for government transaction
and autonomous rate for other transactions does not augur well for
transparency” (Mr. Atedo Peterside, CEO of IBTC, Lagos).

Four positive statements could be deduced from these statements:

» Private expectations about implementation of public policy are often not fulfilled.
In other words, government does not always keep its word.

» There are frequent shifts or discontinuities in government policies. In other words,
government policies are unstable.®

» Conflictsamong public policiesare frequent. In other words, there areinconsistencies
or incompatibilities in government policies.

» Private Nigerian economic agents desire stable and consistent public policies and a
government that keeps its word.

These four statements are relevant and interesting research problems in Nigeria for
two reasons. First, they reflect some of the concerns Nigerian private economic agents
have about public policy. As a result, if the objective of public policy research is to
minimizethe constraint public policy posesto the choicesand actions of private Nigerian
economic agents, their concerns are the practical and logical points of reference. Second,
the questions are positive, hence they could be objectively evaluated. In other words, it
ispossible to find out if the concerns have foundationsin fact. Therefore, research that
seeksto establish the empirical validity of the statements assumesrelevancein the process
of Nigerian public policy reform.

The research problem

Agricultural reform policieswere pivotal to the structural adjustment programme Nigeria
implemented between 1986 and 1993. For example, core adjustment policies such as
trade and exchange liberalization and dissolution of commaodity boards and their system
of price controlswere primarily targeted at the agricultural sector. Similarly, public policies
on agriculture were important parts of government budgets and the four development
plansthe government designed and implemented in 1962—-1985. Thus, it isreasonable to
investigate the four positive questions about agricultural policy.
This study, however, is limited to two research questions:

» Isthedeviation in the implementation of agricultural policy consequential ?
e Areagricultural policies discontinuous?

Thefirst guestion eval uates the proposition that government does not always keep its
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word, whilethe second investigates the proposition that gover nment policiesare unstable.
In answering both questions, a historical, systematic and comprehensive profile of
agricultural policies over the 1970-1993 period is a useful tool. Further, a more
comprehensive evaluation of the credibility of government would haveto investigate the
problem of inconsi stencies or incompatibilitiesin government policies. Thus, by excluding
the problem of inconsistencies or incompatibilitiesin government policies, the study isa
partia investigation of the credibility problem of agricultural policies.

Objectives of the study

Thestudy hasfour primary objectives. The profile of agricultural policiesover the 1970—
1993 period is the first. The profile includes agricultural policies in the development
plans and annual and ad hoc budgets; it also covers fisca and monetary policies and
programmes and institutional changes. Second, the study computes and analyses the
implementation deviation for important agricultural policy variables. Third, it investigates
the stability of agricultural policies from the “policy profile” and computes volatility
indexesfor selected quantitativeindicatorsof policy. Finaly, the study deducespossible
explanations for observed policy (in)stability.



2. Research framework

Basic assumptions and implications

The study assumes that:

* A substantial and persistent deviation in the implementation of public policiesis a
constraint to private plans

» Private agents desire stable public policies
* Implementation deviation could be computed

» Discontinuitiesin agricultural policies could be deduced from along-term profile of
agricultural policies

Justifications for the assumptions

Thefirst two assumptions of the study are deduced from the concerns of Nigerian private
economic agents. In addition, they are central to the monetarist/non-monetarist policy
debate and the theory of economic inter-dependence. We can show this through an
adaptation of theflow chart (Figure 1) of the theory of economic policy in Gordon (1990:
453) and his summary of the debate.

The flow chart shows that policy variables and exogenous non-policy variables feed
into structural relations, which in turn connect the exogenous (policy and non-palicy)
variables to endogenous (target and non-target) variables. The flow chart aso implies
that total “economic welfare...depends on the achieved values of the target variables,
and ... thedecisions of policy-makers.” Noticethat the structural relationsand the targets,
respectively, reflect the behaviour of private agents and their economic pay-offs. The
flow chart impliesthat the behaviours of private economic agents engaged in agricultural
activitiesin Nigeria are sensitive to the agricultural policies of government.

One of the key propositions of the new Keynesian macroeconomics is that “what
matters for the economy is not what...policy-makers say, but what they do.” The new
classical macroeconomics (NCM), on the other hand, contendsthat the divergence between
what policy makers say and do matters. In addition, they arguethat if policiesarecredible
(that is, agents believe that deviation between what policy makers say and actually dois
zero), policies would be ineffective.
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Figure 1: Flow chart showing the relations among exogenous variables, agricultural
structural relations and targets and economic welfare

POLICY STRUCTURAL
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The statements by the Nigerian private economic agents presented above revea that
both what policy makers say and what they do matter, hence the deviation between what
policy makers say and do matters. To be specific, the private Nigerian economic agents
imply that consequential deviationsinimplementation of public policiesare undesirable.
The deviation between what policy makers say and do measures implementation
deviation.®

The New Classical Macroeconomics (NCM) distinguishes between rigid rules,
feedback rules and discretionary policies. Of the three, only rigid rules are immune to
shocks and discontinuities. For example, aconstant growth raterule (CGRR) for money
supply is advocated for by monetarists and favoured by the NCM on the premise that it
does not generate instability. Feedback rules are most likely to be unstable because they
require that a policy instrument (say, expenditure on agriculture) be set to respond in a
regular way to a macroeconomic event (say, inflation). Thus, unanticipated inflation
shocks would cause unanticipated changes in expenditure on agriculture. Discretionary
policy “treats each macroeconomic episode as a unique event, without any attempt to
respond inthe same way from one episodeto another” (Gordon, 1990: 472). Consequently,
discretionary policy is discontinuous. These imply that rigid rules are stable, feedback
rules less stable and discretionary policies inherently unstable.

Theclassification of policiesinto rigid rules, feedback rulesand discretionary policies
offers useful guides in analysing policy stability. In addition, it offers a mechanism for
investigating the factors motivating changes in policy. For instance, it is obvious that
policiesthat are likely to be unstable are feedback rules and discretionary policies, with
thelatter morelikely to be erratic thantheformer. Thus, itispossibleto begintheanalysis
of policy stability with acharacterization of agricultural policiesinto rigid rules, feedback
rules and discretionary policies from a documentary review of agricultural policy over
the period of analysis.



6 REeseArRcH Parer 101

Organization of the study

The study hasasimplethree-part organizationa structure consisting of: (1) documentation
of agricultural policies; (2) computation and analysis of implementation deviation; and
(3) detection and analysis of discontinuitiesin palicy.

Documentation of agricultural policies

The study covers the period 1970-1993. In this period, Nigeriaimplemented 2 National
Development Plans (the third and fourth plans), 18 annual budgets, 18 credit guidelines
and anumber of agricultural policy documents.” In addition, Nigeriadesigned four three-
year rolling plans (1990-1992; 1991-1993; 1992-1994 and 1993-1995). These documents
aretherefore the basi ¢ sources of government agricultural policies. Section 3 documents
the key agricultural policies and their evolution.

Computation and analysis of implementation aeviation

Thisbeginswithidentification of policy instrumentsfor which implementation deviation
could be computed. Theseinstruments are asubset of the policiesimplemented over the
period. Because the requirements for computing implementation deviation are a useful
guide in determining this subset, we begin with the requirements for computing
implementation deviation.

The implementation deviation for policy i (d) could be measured as:

d=P-PA (1)
where,

P* = announced value of policy i

P2 = actual value of policy i

The percentage deviation is given by:

pd, = [(P* - P~ )/PA]*100 @

Equations 1 and 2 show two requirements for being in the sub-set. First, the policy
instrument is measurable. Second, the data on its announced and actual values are
available. The federal development plans, the federal budgets and the three-year rolling
plans are used by government to announce agricultural policy. The Central Bank of
Nigeria's Annual Reports and Statements of Accounts reveal figures of actual policy
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variables. In addition, they report CBN's survey of agriculture and appraisal of the
performance of the annual budgets. Therefore, the datafrom both sources would be used
to compute the implementation deviation.

It isimportant to point out for this and subsequent analysisin the study the multiple
sources of government documents announcing government’s intentions implies that
deviation between what government says and what it does may not be unigue unless
government is consistent in the three documents. Thus, it would be necessary toinvestigate
announcement consistency by estimating deviations in policy variablesin al its policy
documents. The purpose of this estimation is to ascertain the consistency in policy
announcement. However, for the purpose of implementation deviation, the budget values
of the policy would be used mainly because private individuals base many of their
economic plans and expectationson the budget.  The second issue has to do with
interpretation of the results. Let us therefore determine the possible values pd, could
assume and then deduce the implication of each. From Equation 2:

pd, = [(P2/ PA - 1)]*100 (3)
From Equation 3:

* pd =0;impliesP? = PA

* pd >0; impliesP% >PA or overshooting of announced policy

* pd <O0;impliesP% < P4 or undershooting of announced policy

laentitying and analysing policy aiscontinuities

The documentation of agricultural policy isthe primary tool for detecting discontinuities
and shocks in agricultural policies. The documentation as presented in Section 3 makes
it possible to identify policy shifts or U-turns and their frequency. At this stage, we are
not concerned with causes of the shifts. Rather, the study is limited to ascertaining the
validity of the proposition that there are major discontinuities or consequential shocksin
agricultural policies.

Gordon (1990) suggests that if the rate of growth of a policy variable, for instance,
government’s real expenditures, is uneven, the policy instrument is unstable and vice
versa.® Thisimpliesthat the trend of growth rates of policy instruments could be used as
an indicator of policy stability.® Thus, we would investigate the time paths of key
instruments of agricultural policy over the period of the study to determine the existence
(or nonexistence) of regular patternsin the behaviour of the agricultural policy variables.
We could also complement the estimation and analysis of the growth rates of policy
variables by plotting them in graphs. This would make it possible to investigate and
identify periods of relatively high and low fluctuations.



3. Profile of agricultural policies, 1970-1993

Agricultural policy of 1970-1993 could be classified into six broad groups: agricultural
policy in the development plans; agricultural policy in the annual budget; budget and
plan allocationsto agriculture; sectoral credit allocationsto agriculture; ad hoc agricultural
policy; and major agricultural policy programmes. The documentary overview of
agricultural policiesin 1970-1993 focuses on al six groups. At the end, we summarize
the major institutional changes as a first step in the investigation of the stability of
agricultural policies.

Agricultural policy in the development plans

Table 1a shows a summary of the objectives of agricultural policy in the second, third
and fourth plans. Thetable showsthat the agricultural policiesin the development plans
are supposed to target nutritional requirements of the population; production (food and
export crops); rural employment; and institutional environment of private economic agents
engaged in agricultural activities.

Table 1a shows that apart from nutritional targets, the plans do not quantify the
agricultural policy targets. The second plan did not specify the numerical values of the
nutritional targets. Thethird and fourth specify valuesfor expected protein consumption,
but only the fourth plan provides numerical values for calorie consumption. It could be
observed that the expected values of protein intake in the fourth plan (49.7grams) is
between 17.2% and 23.5% less than the target in the third plan (60 to 65 grams). It isnot
clear whether the expected protein intake in the fourth plan was adjusted downwards,
but it is unlikely to be in compliance with global nutritional standards.

Some targets specify expected directions of policy impact while others are ambiguous.
For instance, all three plansare clear about the expected direction of production (increase).
Thisisalso true of the objective of employment. Some of theinstitutional objectivesare
less clear, however. For instance, the objective of propagating agricultural material
production and of evolving appropriate institutional apparatus for integrated agricultural
development (in the second plan) is ambiguous. Such ambiguities pose evaluation
problemsto policy analysis.

Table 1b shows a selection of the agricultural policy instrumentsin the second, third
and fourth plans. The distinction between strategy and policy instrument is not very
clear in the plans; in fact, the terms are used interchangeably. Table 1b shows that
agricultura policy in the plans consists of : non-priceincentive support programmes (e.g.,
farm services centres; National Agricultural Cooperative Management Centre; World
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Table la: Agricultural policy objectives in Nigeria: 1970-1993

Second Plan Objectives Third Plan Objectives Fourth Plan Objectives
- To increase the calorie - To increase calorie intake and - To attain a per capita intake
and protein intakes of a crude protein consumption per day of 2,073 Kcal and 49.7
Nigerians especially of between 60 and 65 grams grams of crude protein by 1985
in the south

- To increase animal protein relative
to protein from other sources

- To ensure food supplies - To ensure food supply in - To increase food production in
to keep pace with adequate quantity and quality order to attain self-sufficiency
increasing population to the increasing population

- To expand production of - To increase production of - To increase production and
export crops in order to food and export crops processing of export crops
diversify foreign
exchange earnings - To increase the output

by smallholders

- To create rural employ- - To expand employment - To expand employment
ment opportunities for the  opportunities to absorb the opportunities to absorb
growing labour force increasing labour force the increasing labour force
- To propagate agricultural - To guarantee adequate returns - To encourage private
materials production to farmers and ensure reasonable  entrepreneurs to establish
prices to consumers large-scale farms
- To provide adequate storage - To make farm inputs more
and processing facilities accessible to farmers
- To expand and improve extension - To induce commercial banks
services to give more loans for agriculture
- To evolve appropriate - To promote the evolution of
institutional apparatus for appropriate institutional and
integrated agricultural administrative apparatus for
development rapid agricultural development

- To properly organize cooperative
farming, processing and cash
crop farming

Source: Federal Government of Nigeria, second, third and fourth National Development Plans.

Bank assisted ADPs; River Basin and Rural Development Authority; Agricultural Credit
Guarantee Scheme; and so on); priceincentive programmes (e.g., price and tax incentives,
guaranteed minimum price introduced, subsidies on inputs and so on); macroeconomic
policies (e.g., fixed and stable exchange and interest rate policy); direct government
participation in agriculture; and institutional changes (e.g., re-organization of commaodity
boards).



10

REeseArRcH Parer 101

Table 1b: Selected agricultural policies in the second, third and fourth Nigerian National

Development Plans

Second Plan (1970-1974)

Third Plan (1975-1980)

Fourth Plan (1981-1985)

Small motor-powered
implements and animal-
drawn implements

Emphasis on food crops

Increased government
participation in direct food
production and processing

World Bank assisted small
holders programme

Integrated Agricultural
Development Programme

Farm services centres set
up to deliver inputs to
smallholders

Establishment of National
Agricultural Cooperative
Management Centre

Expansion of World Bank
assisted ADPs

Reduction of government'’s
direct involvement in food
production

Introduction of River Basin
and Rural Development
Authority

National Seed
Multiplication Centre

National Accelerated
Food Production
Programme (NAFPP)

NAFPP de-emphasized

National Grains Production
Company

National Root Crops
Production Company
established

Joint ventures by National
Root Crops Production
Company, National

Grains Production Company
and National Beverages
Company Limited.

Cocoa, Cotton, Rubber and
National Oil Palm
rehabilitation schemes

Nigerian Agricultural
Credit Bank (NACB)
proposal

Agricultural credit guarantee
scheme

More resources to the NACB
and Agricultural Credit
Corporation

Price and tax incentives,
guaranteed minimum price
introduced, subsidies

on inputs

Input subsidy to be continued

The guaranteed minimum
prices to be reviewed more
frequently

Fixed exchange rate policy,
interest rate regulation

Fixed exchange rate policy
Interest rate regulation
High public investments
High fiscal deficits

Fixed exchange rate policy
Interest rate regulation, high
public investments

High fiscal deficits

Rising debt service

Source: Federal Government of Nigeria, second, third and fourth National Development Plans.
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The table reveals a preference of government for programmes as the magjor tool of
agricultural policy. Tables laand 1b suggest difficultiesin the assignment of policiesto
targets because the number of targetsin each plan is not equal to that of instruments. It
may thus be difficult to evaluate the policy instruments precisely.

Agricultural policy in the annual budget, 1970-1993

Annex A showsthe agricultural policy announced in the federal budgets over the period,
aswell asthe objectives of agricultural policy and the policy instruments (classified into
those retained from previous period and new ones). In most cases, the policiesand policy
instruments are specified as they were in the budgets. This was designed to reflect as
closely as possible the position of government. Thisisimportant if we are to understand
government's perception, thinking and expectations.

The second column of Annex A shows the objectives of agricultural policy in each
budget year. The objectives are numbered to show their differences. Thetable showsthat
between 1976/77 and 1993 there were 35 different policy objectives. The objectives of
agriculture could be categorized into:

e Sectora growth and productivity (e.g., increasein production of food and cash crops,
increase in productivity)

e Sectora contributions to development (e.g., maximized contribution of cash crops
to development, integrated rural development, self-sufficiency in food, increased
supply of agricultural raw materials, reduction in import dependency, reduction in
rural—urban welfare gap, etc.)

» Macroeconomic (e.g., reduction in inflation, increase in rural employment, higher
export earnings, reduction in food imports, etc.)

» Institutiona (e.g., increase in foreign investment, improvement in food storage,
reduction in post harvest |oss, etc.)

Annex A reveals at least three attributes of agricultural policy objectives. First, the
number of objectivesin each budget rangesfrom onein 1981, 1982 and 1985to sevenin
1986. Second, agricultural policy had multiple objectives (with the exception of 1981,
1982 and 1985). Third, most agricultural policy objectives are not expressed in
magnitudes.

The third column of Annex A shows the policies retained in each budget, while the
fourth column shows the new policy instruments or strategies announced in the budget.
The agricultural policy instruments in Annex A are classified into the following four
groups:
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» Fisca policy (e.g., investment incentive policies, alocations, etc.)

» Ingtitutional changes (new programmes such as Operation Feed the Nation, Green
Revolution, transfer of agriculturefrom schedulel to |1, integrated rural devel opment
schemes, DFRRI, Agricultural Credit Guarantee Scheme, and so on)

e Credit and interest policy (sectoral credit alocations)
» Foreign trade policies (import and export bans, import duty relief, etc.)

Annex A shows at least three characteristics of agricultural policy in the budgets.
First, each budget has multipleinstruments. Second, each budget consists of old and new
instruments. Third, institutional changes and especially agricultural programmes are the
major instruments of agricultural policy.

Budget and plan allocations to agriculture

Table 2 shows allocations to agriculture in the federal budgets of 1977/78 to 1993 while
Table 3 shows the allocations to agriculture in the second, third and fourth development
plans and the three rolling plans announced in the 1990-1993 federal budgets. Table 2
shows that:

» Average percentage total alocation to agriculture ranged from 2.76% in 1977-1980
t0 8.03% in 19811985, while it averaged 4.83% in 1977-1993.

» Capital allocations accounted for a higher percentage of total capital allocations
relativeto current all ocations (the rangefor capital allocationswas 3.38% to 13.12%,
compared with 0.41% to 1.14% for current allocations).

e Though current allocations rose at a faster rate (54.62%) than capital allocations
(50.941%) over the 1978-1993 period, much of its growth was in the 1986-1993
period.

According to Table 3, the share of agriculture in the capital plans of the three
development plans was between 3.90% (third plan) and 12.0% (fourth plan). Clearly,
therefore, the share of agriculturein plan expendituresdid not match either its contribution
to GDP or its share of employment. Moreover, the share of agriculture in the capital
programmes of thefour rolling planswas between 17.47% (19931995 plan) and 28.279%
(1990-1992 plan). Although the shares of agriculture rose under the rolling plans, the
effects of high inflation and crowding out of capital expendituresin the adjustment years
implied even lower capital allocationsto agriculture. Fertilizer procurement, furthermore,
accounted for over half the capital allocationsto agricultureintherolling plans. Clearly,
the capital alocations in the rolling plans grossly overstate capital allocations since
fertilizer is an input, not a fixed asset.
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Table 2: Budget allocations to agriculture (relative shares and growth rates)

Rolling Current Capital Total Current Capital Total
plan (% shares) (% shares) (% shares (% growth) (% growth) (% growth)
1977-93 0.84 8.96 4.83 54.62 49.51 50.91
1977-80 1.12 3.38 2.76 23.30 69.24 63.47
1981-85 0.73 13.12 8.03 0.49 67.51 59.78
1986-89 0.41 10.04 4.31 31.17 14.85 15.46
1990-93 1.14 8.19 3.44 169.20 46.87 65.86
1986-93 0.78 9.11 3.87 100.19 30.86 40.66

Source: Computed from federal budgets, 1977/78-1993.

Table 3: Allocations to agriculture in development and rolling plans

Rolling Agriculture DFRRI Fertilizer Allocationto NALDA Water
plan (N million) agricultural resources
items as
% of total
1970-74 74.49 - - 4.11 - -
(4.11%)
1975-80 1012.60 - - 3.90 - -
(3.90%)
1981-85 5130.0 - - 12.0 - -
(1.20%)
1990-92 1286.718 936.0 3000 28.279 - -
(24.64%) (17.92%) (57.44%)
1991-93 1054.00 996.09 3102.0 21.89 - 570.59
(15.12%) (17.41%) (54.21%) (9.97%)
1992-94 733.88 325.00 3460.00 24.97 900.00 598.685
(12.96%) (5.40%) (57.50%) (14.96%) (9.18%)
1993-95 7719 932.86 - 17.47 982.00 -
(80.12%) (9.68%) (10.2%)

Sources: Federal Ministry of National Planning, second, third and fourth National Development Plans; Federal
Budgets, 1990-1993.
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Sectoral credit allocations to agriculture

Table 4 shows the minimum percentage of commercial and merchant banks' credit
approved for allocation to agriculture. The approved lending rates are stable before and
after the sharp increasesin 1985/86 for commercia banks and 1987 for merchant banks.
The sharp increases occurred in the first phase of structural adjustment in Nigeria. This
type of contral is, of course, incompatible with the liberal economic policy regime the
government claimed to be fostering. It isalso important to point out that the structural
adjustment was facilitated by the political shock of 1985. Therefore, the sharp increases
could be attributed mainly to the political shock, especialy since the increase is not
compatible with the policy preferences of the new regime.

Table 4: Approved sectoral credit allocations to agriculture

Period Commercial banks Merchant banks
1977-78 6.0 6.0
1981-82 8.0 5.0

1983-84 8.0 5.0

1985 12.0 6.0

1986 15.0 6.0

1987-93 15.0 10.0

Source: Central Bank of Nigeria, Annual Reports and Statements of Accounts, 1977-1993.

Ad hoc agricultural policy

Some of the major agricultural policy programmes were not designed or announced as
part of the development plans, rolling plansor annual budgets. Rather, they were designed
within budget years and announced through policy statements. Annex B shows four of
the major programmes: the new commodity marketing system (1977); the Green
Revolution programme (1980); the structural adjustment programme (1986);%° and the
New Agricultural Policy (1988). It aso shows three relatively smaller programmes—
Accelerated Development Area Programme (ADA), Livestock Development Project
(LDP) and Rural Agro-Industrial Scheme (RAIS).

Four main points are worth noting about Annex B. First, the structural adjustment
programme (SAP) and the New Agricultural Policy (NAP) had similar objectives and
instruments. This is not surprising since the NAP was guided by the same faith in the
powers of the market that generated SAP. In fact, the NAP could be referred to as a
subset of SAP. Second, only the new commodity marketing system had a one-to-one
correspondence between instruments and objectives. Eventhen, aclear causal link between
instruments and objectivesisnot very obvious. It isthusunclear how theinstrumentsare
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to achieve objectives that lack quantified guideposts. Third, the introduction and
termination of three programmes (new commodity marketing system [NCMS], Green
Revolution [GR], Accelerated Development Area Programme [ADA], Livestock
Development Project [LDP] and Rural Agro-Industrial Scheme[RAIS]) are attributable
to political changes.*! Fourth, the ad hoc agricultural programmesand policieswere biased
infavour of crops. Sincethese programmesturned out to bethe main agricultural strategies
of the governmentsthat introduced them, the biaswas not compatible with therealization
of nutritionally balanced agricultural output.

Thead hoc character of the programmeshastwo implications. Firgt, theimplementation
of the policies could hardly facilitate budgetary discipline and effective control. In fact,
they seem more favoured to rent-seeking behaviour. Second, the longevity of the
programmes is undermined by the ad hoc character of their origins.

Review of major agricultural policy programmes

Three programmes are the focus of the review: River Basin Development Authorities
(RBDAS), the Integrated Agricultural Devel opment Projects, and the Directorate of Foods,
Roads and Rural Infrastructures (DFRRI). Our discussion of these programmes
focuses on their evolution and objectives.

River Basins Development Authorities (RBLDAS)

Annex C showskey information on the evol ution of River Basin Development Authorities
from 1970 to 1993. The objectives of the RBDAs when the ideawas conceived in 1970
were to:

» Provide large-scale mechanized clearing and farming of land for farmers
» Construct dams and bore-holes

*  Supply electricity

» Build agro-allied centres with workshops and tractor hire services

» Ensurelarge-scale multiplication of improved seeds

» Providefor large-scale rearing of improved livestock and poultry and distribution to
farmers

o Establish grazing reserves
» Encourage large-scale afforrestation schemes

e Trainjunior staff for maintenance of rural development projects
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Three points are worth noting about the first 13 years (1970-1983) of the RBDAs.
Thefirst is that the gestation period between conception and operations of the first two
RBDAs (Sokoto-Rima and Chad Basin) was four years. Action lags of this type raise
costs (plant and operating) and jeopardize therationality of publicinvestments especialy
in periods of high inflation. The second point is that the 1974-1983 period had fewer
changes in the number and operations of RBDA than the 1984-1993 period. Finally,
federal allocationsto RBRDA s declined especially after 1983. Figure 2 showsthe decline
of nominal values of the allocations and actual expenditure of RBRDAS. It is clear that
adjustment for the high inflation of 1986-1993 would reveal sharper real decline.

The series of changes in the 1984-1993 period began in 1984 with an additional
function (rural development) and a change in name—to River Basins and Rural
Development Authorities (RBRDAS). In addition, the 11 RBDAs were increased to 18
following adecentralization of the RBDAs. The RBRDAswererelieved of the function
of direct participation in production in 1985, supposedly to enable them to focus on land
preparation, irrigation and provision of inputs. In a reorganization that took three years
to complete, the number of RBRDASs was reduced to 11 (the pre-1984 number).

Figure 2: Allocations and expenditures of RBRDAs, 1981-1993 (N million)
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The reorganization was followed in 1990-1993 by a policy of privatization and
commercialization and anarrowing of functions. For instance, in 1990, RBRDA s ceased
to participate in the distribution of farm inputs to farmers and in direct production. In
1991, their role was limited to the provision of water. It is worth mentioning that the
functions of the Directorate of Foods, Roads and Rural Infrastructures (DFRRI), set up
in 1986, had aready overlapped significantly with those of the RBRDASs. However, the
subsequent sale of non-water assets of some RBRDAs may have had less to do with
efficiency than with palitics, rent and "personalization” of public wealth.

The commercialization policy that took root in 1991 affected the following RBRDA
services: "design, construction and management of earth damg/irrigation, drainage
schemes, drilling of bore-holes, plant/equipment hiring and land clearing" (CBN,
1992:86). If private firms are more efficient than public firms, it follows that rational
private agents would patronize private companies rather than RBRDAS. Besides, many
public water boards at the state levels have more experience than RBRDASsin the supply
of water and water related services. Therefore, the economic rationale for limiting
RBRDAs to water supply is hardly credible, especialy when the DFRRI has a wide
coverage of ministries (agriculture, water resources, health, works, power, etc.) and
functions and is neither commercialized, decentralized nor privatized. Further, the
information about RBRDAS became more limited in 1990-1993. For instance, it was
not clear how many RBRDAswereleftin 1990-1993. Central Bank (1991, 1992) reports,
which were based on the returns of the existing ones, suggest that there were only seven
RBRDAsin 1991 and six in 1992.

In 1993, the federal government enacted Decree 101 of 1993, which vests in the
federal government owner ship of all surface and underground water resourcesin Nigeria.
This implies that users are to obtain licences before development of the resource. The
decree secures monopoly power over water resources to government and is clearly
incompatiblewith liberalization. The monopoly power, the weak economic justifications
for selling the assets of RBRDASs and the weak information about RBRDAS, conduce
rent-seeking behaviours and weaken the credibility of the institutional reform of the
RBRDAs n the structural adjustment era (especially 1990-1993).

Integrated agricultural development projects (ADPS)

The integrated agricultural development projects (ADPs) were conceived in the early
1970sasameansof raising productivity and farmers’ incomesin therural areasthrough
the provision of improved seeds, fertilizers, pesticides, credit facilitiesand infrastructure
(roads, water supply and health care). Consequently, the ADPs are the forerunners of the
DFRRI (aswe shall show below). Unlikethe RBDAsand DFRRI, the ADPswere partly
financed by external credit from the World Bank. Table 6 showsthat the finance of ADPs
was shared almost equally between federal government, the states and the World Bank
in 1981-1985. However, the share of the federal bank fell to 13.33% in 1986 while that
of the World Bank rose to about 50%. Thus, though the total capital allocationsto ADPs
rose to N583.56 million in 1986-1993, from N192.42 in 19811985, that of the federal
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Figure 3: Capital allocations to Figure 4: World Bank credit to
ADPs, 1981-1993 (US$ and naira) ADPs, 1981-1993 (US$ and naira)

government declined to N55.10 million from N59.80 million. Figures 3 and 4 show,
respectively, that much of theincreasein total allocations and World Bank alocationsin
1986-1993 can be explained by the devaluation of the naira.

Table 6 also showsthat the ADPsincreased their supply of fertilizersto farmersfrom
an annual average of 98.4 thousand in 1981-1985 to 584.07 thousand in 1986-1996.
However, the constructions of feeder roads fell from 2,111.40 km to 1,028.70 km over
the same period.

Table 6: Capital allocations to ADPs and key performance indicators 1981-1993

Period Federal State World Miscella- Federal Total Fertilizer Feeder
% % Bank (%) neous (%) allocations allocations  (000) roads (km)
(N million) (N million)

1981-85 34.06 3251 3343 0.0 59.80 192.42 98.4 2,111.40
1986-93 13.33 28.42 50.10 8.25 55.10 583.56 584.07 1,028.70
1981-93 21.24 30.00 43.67 5.09 56.91 433.12 397.27 1,445.11

Source: Central Bank of Nigeria, Annual Reports and Statements of Accounts, (1977-1993).



AN ANALYSIS OF THE IMPLEMENTATION AND STABILITY OF NIGERIAN AGRICULTURAL POLICIES 19

Annex D showsthe evolution of ADPsfrom 2 (1974) to 3 (1975), 5 (1980), 9 (1982),
10 (1983-1985), 19 (1986-1987), 21(1988-1989) and 22 (1990). It also shows the
introduction of accelerated devel opment areaprojects (ADAPS) in 1981, their expansion
fromtwoin 1981 to threein 1984 and their merger with ADPsin 1988. Thetable shows
theintroduction of multi-state agricultural development projects (M SADPS) in nine states
in 1986 and the creation of nine more ADPs, thus bringing operational programmes to
31 units. The programmes were reduced to 22 ADPsin 1988.

In the case of RBDAS, the activity levels heightened in 1986, reflecting the effect of
anew regime that took power the year before. In fact, "anew regime effect” can easily
be seen in Annex D: at least one unit of ADP was set up by each of the regimes that
operated in 1975-1979, 1980-1983, 1984 and 1986.

Annex D showsthat it isdifficult to establish systematic rel ationshi ps between capital
allocationsand units of programmes. For instance, while capital alocation rose by N487.8
million in 1982 with four new ADPs, alocation at the peak level of programmes (31)
was 22% of the 1982 level. On the other hand, capital allocation rose by N769.4 in 1993,
even though the number of ADPs was unchanged. Similarly, it is difficult to establish
systematic relationships between units of programmes and productivity (farm service
centres, dams constructed, tractors, supply of fertilizer and feeder roads constructed) or
between capital allocation and productivity.

Directorate of Foods, Roads and Rural Infrastructures
(DFRR/)

The 1986 federal budget heralded the DFRRI in the following words:

Government will establish a Directorate of Foods Roads and Rural
Infrastructures in the Office of the President. The Directorate will work
closely with the State Governmentsin order to reach the various communities
in each of the 304 Local Government Areas throughout the country. The
fund will be administered for stated objectives at the community levels on
the basis of matching-grants system. It will be the cardinal element of the
Directorate not only to effectively promote a framework for grassroots
mobilisation but also, to mount a virile programme of developmental
monitoring and performance evaluation. It is expected that under the
programme, rehabilitation of 60,000 kms of rural feeder roads would be
undertaken in 1986. (Federal Budget, 1986:11)

The 1987 budget stated further that:
the Directorate of Food, Roadsand Rural Infrastructureswill: (@) accelerate

its efforts to build a national network of rural feeder roads and add another
30,000 kilometresto itsoriginal target of 60,000 kilometres; (b) implement
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a national water supply scheme; (c) launch a national rural markets
programme to be closely phased in with the rural feeder road programme;
(d) launch arural electrification programme with emphasis on rural agro-
industrialisation; and generally implement its articulated programmes in
the fields of crop, livestock, fruits, vegetables, rural housing, rura health,
rural education and social organisation. The Directorate will make its
presence felt on the ground morethan it hasdonein itsfoundation year; and
has been allocated asum of N500 million for its operationsin 1987. (Federal
Budget, 1987:17-18).

In 1988, a presidential task force on implementation of DFRRI's functions on feeder
roads was set up. This was followed in 1989 by the creation of a comprehensive rural
feeder roads maintenance programme to arrest damage to and prevent eventual collapse
of DFRRI. The 1989 budget merged the recurrent expenditure of DFRRI with that of the
Ministry of Agricultureand Rural Development to avoid duplication. In 1993, the DFRRI
was merged with the Ministry of Agriculture and Rural Devel opment, yet the budget for
that year indicates that “it will continue to enjoy generous government backing”.

Annex D and Annex E clearly show that objectives of DFRRI and the ADPs overlap
considerably. Without aclear delineation of areas of operations, the overlap could hardly
facilitate efficiency or minimize government overheads. In fact, the DFRRI was even
lesslikely to reduce “ grossinefficiency” or overheads because its operational scope also
overlapped with those of federal ministries (e.g., works, agriculture, water resources,
power, industry, etc.) and public agencies like the water boards. It is not surprising
therefore that it was eventually scrapped and merged with the federal ministry of
agriculture. Thereal surpriseswereits creation under aregime supposedly committed to
a lean and fitter government and the length of time it took before it was eventually
merged.

A summary of institutional changes

Ingtitutional environmentsare usually perceived to be stable. If theingtitutions supporting
agricultureareunstable, itishighly unlikely that agricultural policieswill beimplemented
effectively. A discussion of the institutions of agricultural policy istherefore useful to an
analysisof the stability of agricultural policy. Institutional changeisused heretorefer to
changes in the general rules and in economic bodies supporting agriculture.
Consequently, two types of shiftsarerelevant: shiftsin general rulesand shiftsin economic
bodies. Further, we end with a brief discussion of possible explanation of the shifts.

Shifts in general rules

In Section 2, we showed that a classification of agricultural policies into rigid rules,
feedback rules and discretionary rulesis useful to an analysis of stability. AnnexesA-E
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show that agricultural policies are mainly discretionary. For instance, changesin fiscal,
monetary and trade policy variableswere announced mainly through annual budgets. In
addition, the fiscal and monetary instruments as well as producer prices, guaranteed
minimum prices and credit allocations do not follow either rigid or feedback rules.

The general rules regulating the behaviour of agents directly participating in or
servicing agriculture are categorized into four: sectoral policies or programmes, land
reform, rules of participation, and credit programmes and allocations. Table 7a, which
summarizes the introduction and termination of agricultural programmes, shows eight
new sectoral programmes (1977, 1980, 1986, 1988, 1990 and 1991), four of which were
terminated (1980, 1984, 1986 and 1993), in 17 years. Therefore, on average, one hew
sectoral programme was introduced every 21 months (1977-1991), increasing to an
average of one in about 14 months (1986-1991). In addition, three new programmes
terminated three old programmes: NCM S replaced NPMB, GR replaced OFN and SAP
replaced NCMS. Further, the life of a programme ranged from three years (OFN and
GR) totenyears(NCMS). Most significantly, sectoral programmesdo not outlast regimes
that introduce them.*®

Table 7a: Major institutional shifts and discontinuities

Period ADP ADAP MSADAP RBDA RBRDA Sectoral/ Exogenous
Macroeconomic shocks
programme

1973-75 * * Positive ol

revenue shock

Military coup

(1975)
1976/77-79 OFN, end of QOil boom

NPMB, NCMS Transfer of power
to civilians (1979)

1980-83 * LDP, End of OFN, GR Negative oil shock
RIS External debt crisis
Overthrow of civilian
government
(1983)
1984 * End of GR
1985 * Military coup
1986-87 * * Termination Major policy shift
of NCMS,
DFFRI, NNP
1988 * - - NAP
1990 * NCP
1991 * NALDA

1993 * End of DFRRI
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OFN = Operation Feed the Nation

NPMB = Nigerian Produce Marketing Boards

NCMS = New Commodity Marketing System consisting of a price-fixing authority and
seven commodity boards

GR = Green Revolution

DFFRI = Directorate of Food, Roads and Rural Infrastructure

NNP = National Nutritional Policy

NAP = National Agricultural Policy

NCP = National Commaodity Programme

NALDA = National Agricultural Land Development Agency

Source: Annex A, B and C.

Although there is no standard for how long programmes should last, a three-year
period is too short for the objectives of sectoral programmes to be realized. Moreover,
the rate at which new programmes are introduced may be too frequent to elicit desired
responsesfrom farmers. Infact, if farmers expectations are as presumed by the rational
expectation school, sectora programmeswould have no effectson farmers. Inthiscontext,
the results of Kwanashie, Garbaand Ajilima (1992), that agricultural responseto policy
isweak, appears compatible with the rational expectation thesis and it isho proof of the
latter. However, given the level of illiteracy among farmers, it may very well be, that
lack of information has effects similar to rational expectations. An earlier study (Garba,
1997), for instance, found that food processors do not consciously respond to government
policies because they have no knowledge of the policies.

Two changes to the Indigenisation Decree are shown in Annex A. First, in 1978/79,
agriculture was transferred from Schedule 11 to 111 to makeit legal for foreignersto own
agricultural firms. Before the change in 1978/79, foreigners were restricted from
participating in agriculture. The 1984 change allowed for a foreign holding of 80%,
which was subseguently increased to 100% under the liberal regime of structural
adjustment. Theoretically, barriersto entry are not compatible with efficiency. However,
theory also recognizes the negative effects of market power. The issue therefore, isthe
right balance between freedom of entry, market power and the long-term interest of
Nigeria, given that food is a powerful instrument of international politics. Now more
than ever, the dangers of foreign unregulated participation in Nigerian agriculture must
betaken more serioudly inthelight of the controversial Trade Related I ntell ectual Property
Agreement, Article 27.8 (b) on the patenting of plants. Core issues in the controversy
such as equity, genetic erosion/genetic diversity, terminator technologies, monopolies
and costs have significant implications for food security in Nigeriaespecially in the new
millennium.

The annex a so showsthat aland reform was carried out in 1977/78 through the Land
Use Decree of 1978. The land reform was designed to make land more accessible for
agricultural and industrial activities. The reform has remained stable even though its
effectiveness is the subject of intense controversy, especially now in the debate about
true federalism.

Annex A aso shows two changes to the institutional structure providing credit to
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farmers. Thefirst, in 1976/77, was the Agricultural Credit Guarantee Scheme (ACGS);
the second wasthe creation of Nigerian Agricultural Credit and Commerce Bank (NACB)
in 1983. These programmes have endured rel ative to the sectoral programmes. Similarly,
as Table 4 showed, rules on credit allocation to agriculture were relatively stable.

Economic boales

The agricultural development programmes (ADP) and River Basins Devel opment
Authority (RBDA) have been core economic bodies supporting and coordinating
agricultural policies since the early 1970s. Table 7a shows the evolution of these
organizations and the creation of others.

The structure of ADP was changed three times (1981, 1986 and 1988) and two of the
changes were reversed. The first change (the introduction of accelerated development
areaprojects—ADAP—in 1981) and the second (introduction of multi-state agricultural
development projects—MSADAP—in 1986) were reversed in 1988 when they were
integrated into 22 ADPs. Two other programmes, the Livestock Development Project
(LDP) and Rura Agro-Industrial Scheme (RAIS), were introduced in 1981, but official
records do not show when they were implemented or discontinued. These imply that
most of the changesto ADP occurred in 1981-1988. Similarly, Table 7aa so shows six
changesin RBDA in 1984-1993 (an average of one change in 20 months).

Overall, sectoral policies and economic bodies implementing agricultural policies
were fluid both in absolute terms and relative to monetary policies. Land laws were the
most stable.

Possible reasons for the institutional changes

Two inferences about institutional changes could be made. First, changesin the general
rulesand economic bodies supporting agriculture are frequent. Second, the changeswere
most frequent in 1984-1996. Annexes C—E show the official reasons for some of the
policy shifts, among which were to:

* Reduceinflation and food shortages (OFN)

» Provide incentives to private sector and foreign participation (the changes to the
indigenization decree, land reforms, NCMS)

» Promote self-sufficiency (Green Revolution, DFRRI, NAP)
» Increase export earnings (land reforms, NCM S, termination of NCM S, DFRRI)
» Increase acreage (ADAP, MSADAP, RBRDA, NALDA)

* Rural development (ADAP, MSADAP, RBRDA)
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» Increase organizational efficiency (DFRRI, DFRRI monitoring units, merger of
DFRFRI with Ministry of Agriculture)

» Marketing efficiency (NCMS, termination of NCM S, DFRRI)
e Provision of rural infrastructure (ADAP, MSADAP, RBRDA, DFRRI)

If objectiveswere a sufficient condition, the sectoral programmes would be justified.
For instance, Table 7b shows that food production declined at a mean annual rate of
4.7%in 1971-1976 whiletheinflation rate averaged 16%. Therefore, the official reasons
for OFN werevalid. Similarly, themean declineinfood production of 3.7% and agriculture
1.8% and the mean rise in food imports (34.9%) in 1977-1979 validate the objectives of
GR. Programmesthat sought to raise export earnings could also be justified by the low
mean growth of exportsin 1971-1985 of 1.4% relativetoimport growth of 25%. However,
objectives by themselves may not justify the shifts. For instance, two contradictions
could beidentified using this criterion. First, the introduction and termination of NCM S
were justified by the similar objectives: increased export earnings and increased market
efficiency. Second, the creation and end of DFRRI had the same justification: efficiency.

Table 7b: Percentage growth rates of agricultural quantities, import and exports, and the
inflation rate (1971-1993)

Year Crops Fish Livestock Total Import Export Inflation
1971-76 -4.7 4.9 0.5 -3.5 45.9 11.1 16.0
1977-79 -3.7 2.6 3.2 -1.8 34.9 10.4 14.6
1980-85 25 -11.2 4.0 2.2 -1.3 -12.7 17.8
1986-93 10.3 -1.6 2.0 8.0 8.5 -1.0 30.5
1971-93 25 -1.9 2.3 2.2 19.1 0.6 21.3

Source: Computed from Central Bank (1993; 1977—-1993).

Theinformation in this study isinsufficient to test the proposition that the behaviour
of agricultural output, export earnings and prices causes institutional shifts. However,
Table 7a shows strong support for the proposition: in general, institutional change is
associated with political change. For instance, after each of thefour major political shocks,
aprogrammeisterminated and at least one new oneintroduced. Further, the period with
the most new programmes coincided with the period of both a major policy shift and a
major political shock. However, because the creation of more programmes was
incompatible with a smaller government as required by the policy shift, the “political
effect” appears to have been the dominant catalyst.



4. Implementation deviations of agricultural
policies

Thisisthe first of atwo-part evaluation of the credibility of agricultural policies. The
focus on this section is on estimates of implementation deviation, while the next section
investigates the problem of instability. Section 2 discussed how we measured
implementation deviation; here we report the estimates and discuss them.

In al, we estimated implementation deviations for ten policy variables grouped into
two fiscal allocations to agriculture and agricultural programmes and sectoral credit
alocation to agriculture. The first group of fiscal policy variables has eight variables
whilethe second (monetary policy) had two. For each variable, wereport period averages,
spread and standard deviations. In addition, we report the pattern of over- and
undershooting to supplement the reported estimates of implementation deviations. Thus,
in addition to inferences about implementation deviation, we also provide information
on volatility of implementation.

Plan and budget allocations to agriculture and
to the RBDAs

Implementation deviations were computed for eight fiscal policy variables. Four of the
policy variables comprise capital allocationsto agriculture in the second and third plans
(1971-1979) and current, capital and total allocationsto agriculturein thefedera budgets
of 1977-1993. The other policy variables are shares of current, capital and total budget
allocations to agriculture, and capital allocations to the RBRDAs in 1981-1993.

Table 8 summarizesthe result for the eight variables. Three main points are indicated
by the results: First, the results suggest that the proposition by private agents that
government does not keep itsword isvalid. For instance, implementation deviation for
plan alocation rangesfrom -37.0% to 428.5%, with a period average of 54.9%. Similarly,
current, capital and total allocations to agriculture in the budget show similar ranges of
implementation deviations. However, the period average for capital alocation is very
small (0.5%) in absolute terms and relative to those for current (45.5%), total (55.9%)
and capital allocations to RBDAs (-21.3%). The implementation deviations for
expenditure shares also have wide ranges, although the mean averages for current and
capital allocations are small (-5.5% and 4.1%, respectively).
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Figure 5a: Capital expenditure on agriculture (plan allocations and actual expenditures),
1971-1979 (N million)

Table 8: Summary descriptive statistics of the implementation deviation of selected
agricultural policies (%)

Variable Mean Maximum Minimum Standard Deviation  Period
Capital (plan) 54.9 428.5 -37.0 147.0 1971-79
Capital (budget) 0.5 121.1 -69.5 49.7 1977-93
Current (budget) 45.5 148.6 -36.4 47.8 1977-93
Total (budget) 4.4 112.4 -66.3 48.6 1977-93
Current (shares) 41 71.7 -61.7 43.2 1977-93
Capital (shares) -55 64.8 -72.1 45.5 1977-93
Total (shares) 71.2 423.0 -52.8 115.8 1977-93
RBRDAs -21.3 48.7 -49.8 27.6 1977-93
Commercial banks -24.4 15.4 -22.3 11.6 1977-93
Merchant banks 12.2 43.8 -21.9 26.9 1977-93

Source: Author's estimates

It is worth noting that the period average of implementation deviation is smallest in
the case of budget capital allocation and highest in the case of total expenditure shares.
In addition, about 75% of the plan and budget allocation variables have implementation
deviations greater than 5%.* Second, of the eight fiscal policy variables, only two
(expenditure shares of capital allocationsand capital allocationsto RBDAS) have negative
period average deviations. For the other six, the resultsindicate a tendency to overshoot
planned or budget targets.

Third, the values of the standard deviation of the percentageimplementation deviations
show substantial degrees of volatility. Figures5b, 6b, 7b, 8b, 9b, 10b, 11b and 12 clearly
show the volatility of the implementation deviations. Figures 5a, 6a, 7a, 8a, 9a, 10a, 11a
and 12 show the two series used in computing the percentage implementation deviation
and are placed alongside the respective implementation deviation so that they can be
compared.
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Figure 5b: Implementation deviation of planned capital expenditure on agriculture, 1971—
1979 (%)

Figure 6a: Capital expenditure on agriculture (budget allocations and actual
expenditures), 1977-1993 (N million)

Figure 6b: Implementation deviation of capital allocations to agriculture, 1977-1993 (%)
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Figure 7a: Current expenditure on agriculture (budget allocations and actual
expenditures), 1977-1993 (N million)

Figure 7b: Implementation deviation of current allocations to agriculture, 1977-1993 (%)

Figure 8a: Total expenditure on agriculture (budget allocations and actual expenditures),
1977-1993 (N million)
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Figure 8b: Implementation deviation of total allocations to agriculture, 1977-1993 (%)

Figure 9a: Share of agriculture infederal current expenditure (budget and actual)

Figure 9b: Implementation deviation of relative shares of agriculture in total current
allocations, 1977-1993 (%)

29
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Figure 10a: Share of agriculture in federal capital expenditure (budget and actual) ( %)

Figure 10b: Implementation deviation of relative shares of agriculture in total capital
allocations, 1977-1993 (%)

Figure 1la: Share of agriculture in total federal expenditure (budget and actual), 1977—
1993 (%)
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Figure 11b: Implementation deviation of relative shares of agriculture in total
allocations,1977-1993 (%)

Figure 12: % Implementation deviation (capital allocations to RBRDAS), 1981-1993 (N m
bn)

Table 9 reveals a pattern of implementation deviations that sheds more light on the
volatility that period averages conceal. First, Table 9 clearly shows that there are no
occurrences of zero percentage deviation for any case or year. Therefore, Table 9 also
supports the position that the government does not keep itsword. Second, most of the
undershooting occurred before 1987 and most of the overshooting occurred after 1986.
Third, four fiscal policy variables overshot target levels more often while the other four
had more occurrences of undershooting.

Sectoral credit allocation to agriculture

The last two rows of Table 8 show the results for the implementation deviation for the
two monetary policy variables, commercial bank sectoral credit allocationsto agriculture
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Table 9: Pattern of the implementation deviation of selected agricultural policies (%)

Variable Undershooting Zero Overshooting Number of Period with most Period with most
deviation observations undershooting overshootin

Capital (plan) 5 (56%) 0 4 (44%) 9 2nd plan (1970-74) 3rd plan (1975-79)
Capital 8 (47%) 0 9 (53%) 17 1977-81 1986-93

Current 3 (18%) 0 14(82%) 17 1979-82 1983-93

Total 7 (41%) 0 10(59%) 17 1978-86 1987-93

Current 10 (59%) 0 7 (41%) 17 1978-86 1987-93

Capital 9 (53%) 0 8 (47%) 17 1979-86 1987-93

Total 4 (24%) 0 13(76%) 17 1982-86 1977-81 and 1987-92
RBRDAs 10 (91%) 0 1(9%) 11 1981-93

Commercial 7 (54%) 0 6 (46%) 13 1981-87 1988-93

banks

Merchant 6 (46%) 0 7 (54%) 13 1981-84 1988-92

banks

Source: Author’s estimates.

and merchant bank lending to agriculture. Whereas actual commercial bank sectoral
credit allocations to agriculture undershot target levels by a period average of 24.4%,
merchant banks overshot their lending limitsby 12.2%. Theresultsimply that commercial
banks on the average were not bound by government regulations on minimum sectoral
allocations to agriculture while merchant banks were.

Further, Table 9 showsthat commercial banks undershot approved lending rates9 out
of 13 times (54%) while merchant banks undershot approved lending rates 8 out of 13
times or 46% of the time in 1981-1993. The table also shows that most of the
undershooting for commercial and merchant banks occurred in 1981-1987 and 1981—
1984, respectively, while most of the overshooting occurred in 1988-1993 and 1988—
1992, respectively. Theseimply that neither bank type was always bound by government
regulations on sectoral lending.

Figure 13a shows the approved and actua lending rates for both while Figure 13b
showsthetime paths of the percentage implementation deviation for approved commercial
and merchant bank sectoral credit allocations. It shows that they are volatile but less so
than budget allocation variables.

Overal, three main deductions are indicated. First, government does not keep its
word; it isalso not able, on average, to induce or compel the organized private financial
sector to meet its minimum approved lending to agriculture. Second, thereisanoticeable
shift in the direction of implementation in 1986: occurrence of undershooting of both
fiscal and monetary targets coincided with the pre-adjustment era, whilethe overshooting
coincided with the adjustment era. Third, following from the second, the direction of
overshooting appears to be sensitive to changesin political and policy regimes.

However, itisnot possibleto draw strong conclusionsabout credibility of the observed
tendency for fiscal over- and undershootings. Thisis because we have not formulated a
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Figure 13a: Approved and actual lending to agriculture (% of total lending)

Figure 13b: Implementation deviation lending to agriculture, 1981-1993 (%)

macroeconomic model required for a more rigorous analysis of the credibility of the
agricultural policy regime. However, while some implementation deviation may be
compatiblewith credible policy, a persistent and non-marginal implementation deviation
could hardly be compatible with a credible policy regime.



5. Stability of agricultural policies

Thehistorical overview of agricultura policy revealsfrequent changes, and discontinuities
in genera rules and economic bodies supporting agriculture are frequent. It also showed
that the discontinuities heightened under the adjustment period. In addition, the
discontinuities and frequency of new programmes are linked to political changes. At
this stage therefore it is plausible to infer that the frequent changes and discontinuities
areindicative of unstable policy regimes. However, further investigation of the volatility
of the growth rates of important agricultural policy variablesisuseful to shed morelight
and provide more evidence.™ Therefore, we report and discuss measures of volatility for
selected price, fiscal and monetary policy variables as a complement to the information
revealed by the tables.

Selected indicators of agricultural policy

Three groups of indicators are in the selection: prices, expenditure on agriculture and
credit to agriculture. These variablesareindicators of price, fiscal and monetary policies.
We selected six prices consisting of three major tradeables (cocoa, groundnuts and palm
kernel) and three non-tradeables with broad national spreads (maize, rice and yams).

The expenditure on agriculture consists of two broad categories: budget allocations
and actual expenditures. In addition, we disaggregated both into capital and current and
distinguish between nomina and “real” expenditure. We defined real expenditure as
nominal expenditure deflated by the naira/US$ exchange rate. Two assumptionsunderlie
the choice of the exchange rate as deflator. First, a significant proportion of capital
expenditure on agriculture is capital goods imports. Second, domestic price is a direct
function of the exchange rate.’® Further we investigated the volatility of budget and
actual alocations because of the significant implementation deviation revealed by Section
4. Therefore, itispossibletofind out if their voltility isdifferent. Similarly, the distinction
between nominal and real makes it possible to investigate the proposition that their
volatility is different.

The credit variables are approved allocations to agriculture (commercia banks and
merchant banks); and loans to agriculture (commercial banks and merchant banks).

The study uses two methods to investigate the volatility of the variables. First, we
compute, graph and analyse the growth rates of the variables. Second, we compute and
analyse the standard deviations of the “growth series’. For all groups of series, we
compute and analyse short-run variability and compare with long-run variability. The
observed association between institutional change and political change informs this.
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Measures and analysis of volatility

Prices

Figure 14a shows the graphs of the growth rates of the selected crops plotted against
time. Table 10, on the other hand, shows the mean and standard deviations of the growth
series for the period 1971-1989 and four sub-periods; 1971-1976; 1977-1979; 1980—
1985 and 1986-1989. It isimportant to appreciate that the sample period covers:

e Thetermination of NPMB (Nigerian Produce Marketing Boards)

e Itsreplacement by NCMS (new commaodity marketing system consisting of a Price
Fixing Authority and seven commodity boards)

» Thetermination of NCMS, introduction and termination of OFN (Operation Feed
the Nation) and GR (Green Revolution)

» The operations of DFFRI (Directorate of Food, Roads and Rural Infrastructure)

The appreciation is important to perceiving the subsamples as indicators of the
institutional changes and the four political changes that occurred within the period.

The table and the graphs show that all the commodities exhibit long-term volatility.
The volatility indicators range from 31.3% (yams) to 247.2% (rice) for non-tradeables
and from 38.2% (palm kernel) to 76.3% (groundnuts) for tradeables. Further, the
subsample indicators show that the subperiod 19861989 is the most volatile for all
three tradeables and for two non-tradeables (yams and rice). On the other hand, the
subperiod 1977-1979 is the most stable for all three non-tradeables and two tradeables
(groundnut and palm kernel). Cocoa was most stable in 1980-1985 and rice was most
unstable in 1980-1985 (the graph for rice in Figure 14a shows that this was caused by
the sharp increase of 1981).

Table 10: Volatility indicators for growth rates of selected commodity prices, 1971-1989 (%)

1971-76 1977-79 1980-85 1986—-89 1971-89
mean sdd. mean sd. mean s.d. mean s.d. mean s.d.
Cocoa 185 36.4 242 288 3.9 4.2 73.6 61.6 26.3 42.2

Groundnuts 26.5 17.8 12.0 78 401 654 67.4 156.9 37.1 76.3
Palm kernel 22.8 48.6 6.7 115 16.7 28.8 325 54.0 20.4 38.2

Maize 212 324 159 173 264 335 463 117.6 273 553
Rice 199 2838 34 248 1814 4429 317 419 70.8 247.2
Yams 141 356 355 190 103 239 335 43.2 204 313

Source: Central Bank of Nigeria (1970-1989).
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Figure 14a: Growth rates of selected commodity prices, 1971-1989 (%)

Expenaditure on agriculture

Figures 14b and 14c show, respectively, the graphs of the growth rates of budget and
actual expenditure plotted against time. The former isfor the sample period 1978-1993
and the latter is for the sample period 1971-1993. The sample periods reflect data
availability. To make a comparable analysis, the computed indicators of variability in
Tables 11 (budget allocations) and 12 (actua expenditure) have the same sample periods.

Four general observations could be made from the figures (14b and 14c¢) and (11 and
12). First, budget alocation (86.8% to 135.4%) and actual expenditure (93.1% to 105.9%)
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Figure 14b: Growth rates of budget allocations to agriculture (1978-1993)

exhibit long-run volatility. Second, budget allocations are less volatile than actual
expenditures except in the case of current expenditures. This is reasonable since actua
expenditures depend on actual government revenue, which isvery sensitiveto movements
in actual oil revenue. Third, nominal and real budget allocations exhibit similar patterns
of volatility but real expenditure and nominal expenditures have dightly different patterns.
For instance, whilereal current expenditureislessvolatile than real capital expenditure,
nominal current expenditure is more volatile than nominal capital expenditure. Fourth,
current expenditure (budget and actual) is the most volatile in the long term.
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Table 11: Volatility indicators for growth rates of budget allocation to agriculture, 1978—

1993 (%)
1978-79 1980-83 1984-85 1986-93 1978-93
Mean s.d. Mean s.d. Mean s.d. Mean s.d. Mean s.d.

Capital® 86.2 912 403 26.8 1058 2609 309 715 49.5 91.8
Current? 376 517 -3.6 8.0 5.8 8.7 100.2 183.8 54.6 135.4
Total? 795 863 375 251 90.2 2357 40.7 879 50.9 91.4
Capital® 910 868 332 266 783 2227 -43 687 27.3 87.1
Current® 414 478 -8.5 11.3 -2.4 16.8 56.3 174.7 30.9 123.9
Total® 842 820 304 246 650 2000 45 850 28.5 86.8

a Nominal
b. Nominal deflated by the exchange rate.
Source: Computed from Central Bank of Nigeria (1993, 1977-1993).

Table 12: Volatility indicators for growth rates of actual allocation to agriculture,
1978-1993 (%)

1978-79 1980-83 1984-85 1986-93 1978-93

Mean s.d. Mean s.d. Mean s.d. Mean s.d. mean s.d.

Capital® -5.7 22.1 109.1 162.0 -24.8 456 36.5 64.4 417 97.3
Current? -22.4 40.7 37.0 86.2 fi1.9 0.6 82.3 1275 473 104.1
Total? -12.0 7.7 96.5 146.7 -23..7 424 46.0 729 427 93.1
Capital® -1.9 26.8 109.4 184.0 -32.7 356 -1.5 56.8 223 1059
Current® -20.5 38.9 36.2 102.0 -9.8 7.6 39.7 1248 25.1 100.2
Total® -8.7 11.6 96.7 168.0 -31.6 326 7.0 69.0 22.6 100.3

Source: Computed from Central Bank of Nigeria (1993, 1977-1993).

Figure 14b and Table 11 reveal different intensities of short-run volatility for budget
alocations and its components. For instance, budget allocations were least volatile in
1980-1983, whereas total and capital allocations were most volatile in 1984—1985.
However, budget allocation was most volatile in 1986-1993. It follows, therefore, that
much of the long-run volatility of current budget allocations was due to its heightened
volatility in the 1986—1993 period.

Similarly, Figure 14c and Table 12 reveal different intensities of short-run volatility
for actual expenditure and itscomponents. Total and capital expenditurewereleast volatile
in 1978-1979 while current expenditure was least volatile in 1984-1985. Interestingly,
both total and capital expenditure were most volatile in 1980-1983 when corresponding
budget allocations were least volatile. However, the period of greatest volatility was the
same for both current expenditure and current budget all ocations (1986-1993).
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Figure 14c: Growth rates of actual expenditure on agriculture (1971-1993)

Crediit allocation and bank lending to agriculture

Thegrowth rates of credit all ocations and bank lending to agriculture are shownin Figure
14d, while their mean and standard deviations are summarized in Table 13. The graphs
and table show that approved allocation to agriculturefor commercial banksisrelatively
stable, while commercia bank lending isvolatile. Second, approved allocation and lending
of merchant banks is more volatile in 1986-1993 than in 1982—-1985, but approved
allocation and lending bycommercial banksismorevolatilein 1978-1985 than in 1986—
1993.
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Figure 14d: Growth rates of approved allocations and bank lending to agriculture (1978-
1993)

Table 13: Volatility indicators for approved credit and bank lending to agriculture,
1978-1993 (%)

1978-85 1986-93 1978-89

Mean s.d. Mean s.d. Mean s.d.

Approved allocations to agriculture (commercial banks) 9.8 140 31 88 65 44
Approved allocations to agriculture (merchant banks) 041 98 83 236 118 179
Lending to agriculture (commercial banks) 33.2 165 30.7 134 32.0 481
Lending to agriculture (merchant banks)43.3%6.82 50.5 248 48.1 204

@ This applies to 1982-1985.
Source: Computed from Central Bank of Nigeria (1993, 1977-1993).



6. Conclusion

The study achieved three main objectives. Firgt, it collected, organized and presented a
comprehensive documentation of agricultural policies for 1976-1993. Second, it
computed and analysed implementation deviation for ten agricultural policy variables,
eight of which arefiscal and two monetary. Third, it identified and analysed discontinuities
in agricultural policies. In addition, it computed volatility measures for ten agricultural
policy instruments and six regulated commodity prices.

The estimates of implementation deviation indicate consequential over- and
undershooting of policy targets. The results show that the implementation deviation was
persistent and volatile in addition to being consequential. Therefore, the concern that
private agents have about government not keeping itsword islegitimate. Similarly, their
concern about policy discontinuities is also valid. For instance, the volatility measures
indicate that all variables exhibit consequential long-run volatility, although the degree
and patterns of short-run volatility differed.

In general, volatility was most intense for most policy variables in the structural
adjustment period, implying that agricultural policieswererelatively more stable before
than after adjustment. This suggests that the major policy shift of 1985/86 heightened
policy instability. However, political instability predated structural adjustment and could
be associated with long-term instability of agricultural policies. We found that no
agricultural programmes outlived the political regimesthat introduced them, while each
new regime put in place new programmes. Further, while the official rationales for the
changes suggest that even though some of the changes could bejustified by the behaviour
of agricultural output, productivity, prices and export revenue, political instability seems
to be the driving force.

Finally, even without a comprehensive evaluation of the credibility of agricultural
policies, it hardly seemslikely that apolicy regime could be credible when implementation
deviations are consequential, persistent and volatile and policy variables exhibit long-
term volatility. Therefore, the partial assessment notwithstanding, the effects of political
instability and structural adjustment on the credibility of agricultural policiesare worthy
of further investigations. We choose to recommend further studies rather than simple
inferencesfrom theresultsin recognition of thelimits of recommendationsthat are neither
feasible nor sufficiently justified. For instance, to recommend minimizing political
instability as a way to reduce long-term volatility of agricultural policies is pointless
without explaining political instability and establishing more rigorously the connection
between political and policy instabilities. Similarly, to assert that structural adjustment
should be reversed to improve credibility of agricultural policies would lack credibility
if we have not established rigorously how adjustment is causal to the heightened volatility
of agricultural policies.



Notes

1. Though these statements were made with specific reference to the 1996 budgets,
newspaper reports of the response of private economic agents to previous budgets
reveal similar comments.

2. Mr. Kolade's statement and those of Dr. Adegbite and Mr. Peterside below were
reported by The Guardian, Monday, 19 February 1996.

3. The consensus of some financial operators on the 1996 budget when they were
interviewed by The Guardian asreported in itsedition of Monday, 19 February 1996.

4. MrAkindele's statement and those of Mr. Akingbolaand Mr. Dipo Ainawerereported
by The Guardian, Sunday, 18 February 1996.

5. Mr Petersideindicates that policy shifts are frequent while Mr Erasmus reveal s that
policy shifts make private sector economic planning difficult and that a stable public
policy regime is desirable to improvements in the private sector activities.

6. Thus, unlike World Bank (1994), policy performance is not evaluated by some
exogenously determined policy targets but simply by the deviation between what
government announces and what it actually does.

7. We do not yet know how many agricultural policy documents have been rel eased;
wewould find out from the federal Ministry of Agriculturein the course of the study.

8. The concept of policy stability as used in this study is not precisely the same as the
concept of stability in macroeconomic or general equilibrium analysis where it is
used “to refer to the extent to which an equilibrium price or set of prices will be
secured despite any ‘shocks to the system which temporarily move prices away
from its equilibrium level” (Pearce, 1983). The partial and general equilibrium
analysis would have been strictly relevant if we sought “to ascertain whether, and
under what conditions, the variables present in a given economic model converge
over timeto their respective equilibrium values’ as stability analyses of models seek
to do (Gondolfo, 1985: 395).

9. Under microeconomic and genera equilibrium analysis we would have needed to
establish the following conditions for stability:

lim Yi(t) = Yie,i =12, ....n
t 6%
lim [Y.(T)-YI=0,i=12,...,n
t 6%
10. Though the structural adjustment programme is a comprehensive economic
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1L
12.
13.

14.
15.

16.

programme, agricultural policy isan important part of it.

The NCMS Green Revol ution (GR) and accel erated devel opment areaproject (ADAP)
are attributable to political changes.

Unlike North (1992), the study does not distinguish institutions from organizations.
This assumes that players and rules converge if power is centralized.

The NCMS isthe only exception.

Thisis computed as six divided by eight multiplied by 100%.

Further analysis of stability may focus on policy reaction functions to ensure that
policy changes are not erroneously interpreted as indicators of instability. Clearly,
there is value added in this type of extension especialy in economies where policy
making is intertemporal, largely autonomous and with stable policy institutions.
However, where the policy institution is unstable and policy making is evidently
discontinuous, the chancesof erroneousinterpretation are very limited and thevalue
addition of analytical rigour may not justify it. Besides, regardless of its underlying
causes, frequent changein policy is not compatible with astable policy environment
under which private enterprise thrives.

A simple test of this assumption supportsit. The result is;: CPN= 93.3 +142.5ERN.
Therespectivet-gatisticsare 2.0 (intercept) and 21.2 (slope coefficient). The adjusted
R-square is 0.95, the D.W. 1.96 and the sample period is 1970-1993.
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