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GLOBALISATION AND THE

NIGERIAN FARMER
By K.M. Baba*
Abstract

This paper examines the possible effects of- globalization
(characterised by liberalisation and market reforms) on Nigerian
farmers, It is argued that due to their smal] sizes of holdings and
relatively inefficient technologies, coupled with the removal of
subsidies and other price supports, Nigerian farmers will have
difficulty competing in the international market. This situation is
worsened by the protectionist practices of the industrial countries
which restrict the import of agricultural products from Africa,
while at the same time flooding African markets with their own
cheap products, These have the likelihood of stifling domestic
production. It is further argued, on the basis of experiences of
other countries, that agricultural globalization has g tendency to
divert attention of farmers from the production of food crops in
favour of export crops and to dispossess smal farmers of their
lands, and that it usually promotes farming practices that destroy
the environment, In view of these risks, the paper suggests that
Nigeria should adopt guided (selective), as against blanket liber-
alisation and market reform, and should push for regional inte-
gration in order to increase agriculbural trade among African
countries and to increase their bargaining power in the interna.
tional market, There is also the need for the emergence of
stronger civil society to create awareness on globalization and to
SEIVe as walch-dog against the negative effects of globalization
on farmers and the environment. Furthermore, Nigeria needs to
provide higher value-added on its products to meet international
standards, It is concluded that unless steps are taken 1o miligate
the risks, exposure of Nigerian farmers to Open international
competition may indeed be bad news for them.

K-M. Baba (Ph.D) is o Professor of Agricultural Economics in the Depart-
ment of Agricultural Economics and Extension, Usmany Danfodivo Uni-
versity, Sokoto.
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Introduction

Prior 1o the advent of colonialism, the Nigerian farmers produced
primarily for domestic consumpuon. The colonial administration,
however, introduced market-oriented agriculture by promoting
the production of cash crops meant mainly for export. The pro-
duction of cash crops for export has continued since then. This
supgests that the Nigerian agricultural sector has for long inter-
acted with the international market for agricultural commodities.

The integration of the country's agricultural sector into the inter-
national market, however, took a new turn, with the signing of
the Agreement on Agriculture (AoA) in 1994, The AoA, en-
forced by the World Trade Organization (WTO), is only a part of
the economic globalization process that has occurred in the last
two to three decades. The AoA requires member nations to liber-
alise and remove barriers to trade in agricultural commodities,
with the strong conviction ‘that such procedures offer the best
route to increased prosperity for all (Editorial, 2001). Accord-
mgly, Nigeria, like most other developing countries, has opened
up her borders for the exchange of agricultural commodities. But
there is a lack of consensus regarding the benefits of globaliza-
tion o poor countries. Some proponents of globalization mainiain
that it is a vehicle for closing the gap between the industrial
countries and the rest of the world, pointing out that through
glohalization, some parts of the world have broken-out of poverty
and improved their living standards (Msouli and Le Gall, 2001),
Calamitsis (2001) has also extolled the virtues of globalization,
indicating that its intensilication has brought great benefits in
o386 of worldwide economic and social development, as evi-
denced by unprecedented growth in global output and per capita
imcome and, more generally by major improvements in human
welfare. Yet, he concedes that those benefits have not been
evenly distributed and that income disparities between the rich
and poor countries, as well as within many countries, have in-
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larly Africa, g worsening of existing imbalances has impeded de-
velopment and aggravated poverty, leading to marginalisation of
these countries, Furthermore, although benefits of globalization
are expected to accrue mainly through enhanced international
trade and plobal capital flow, available evidence suggests that Af-
rica’s share of world trade has decreased over the past decade
and foreign direct investment has remained low (Gondwe, 2001:
Nsouli and Le Gall, 2001).

There is ample evidence, therefore, to suggest that the benefits of
globalization to Africa Are not certain. Focusing on the case of
the Nigerian farmers and employing some arguments of Eco-
nomic theory and experiences of other countries, this paper is a
contribution to the debate on the likely impacts of globalization,

hind it, while the second section examines the mechanisms
through which countries are generally expected to benefit from
globalization, The possible effects of globalization on Nigerian
farmers are discussed in the third section. The fourth section slg-
esls ways of handling globalization, while the final section con-
cludes the study.

The Concept of Globalization

Globalization can be viewed as the increasing economic mtegra-
tion among nations of the world (Calamitsis, 2001). Ajayi (2001)
similarly defined globalization as the increasing interaction
among, and integration of, the activities - especially economic
activities - of human societies around the world. Daocuas (2001)
viewed globalization as a multi-dimensional process affecting all
aspects of life - economic, cultural, environmental, and social -
as well as relations between Eovernments and nations on the five
continents. The globalization process s characterised by in-
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creased flow of trade, capital, money, direct investment, technol-
ogy, people, information, and ideas across national boundaries
(Streeten, 2001) and it has been facilitated by rapid liberalisation
and advances in information technologies (Daouas, 2001: Ajayi,
2001; Dollar and Kraay, 2001).

In pursuance of trade liberalisation, several agreements, includ-
ing the Agreement on Agriculture (AoA), have been signed by
many countries. In addition to trade liberalisation, member coun-
tries are also expected to pursue structural and institutional re-
forms, particularly with respect to redefining the roles of the
state and the market in the economy. Specifically, a withdrawal
of government from the economy (in the form of privatization of
state-run enterprises, elimination of subsidies and price controls,
as well as abolition of marketing boards), in order o give room
for market-led growth is prescribed, in addition to others such as
reform of regulatory framework, maintenance of macroeconomic
stability and good governance. While most of these reform meas-
ures have traditionally been prescribed by the international tinan-
cial institutions as pre-requisites for free-trade and economic
growth, emphasis on good governance is relatively recent. Good
governance, as conceptualised by international financial institi-
tions, is one that is participatory, consensus oriented, account-
able, transparent, responsive, effective and efficient, equitable
and inclusive, and follows the rule of law (UNESCAP, 1997).
Perhaps, the proponents of free trade and market reforms have
increasingly recognised that all the other reform measures are in-
effective, in the absence of good governance, as indeed they are.

Tiw forces behind globalization are the Transnational Corpora-
tions [TNCs) acting through the World Bank, the International
Monetary Fund (IMF) and more recently, the WTO. The WTO
was formed in 1995 by 125 countries, although the membership
later increased to 134 (Mander and Barker, undated). It was
formed in the final round (Uruguay Round) of the General
Agreements on Tariffs and Trade (GATT) negotiations. It is a
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local culture, social justice, national sovereignty, and democracy.
The Organization has been given the power to compel even the
most powerful countries (o comply with its rules or agreements.

Anticipated Benefits of Globalization

Apart from generating huge profits for the TNCs, globalization is
expected to usher in growth and development to various countries
of the world, leading to increased growth in per capita GDP, re-
duction in poverty and reducing inequality among and within
countries. Globalization is expected to achieve these through a
number of mechanisms., One of these is the anticipated increase
in capital flows across national borders. Capital flows could be in
the form of portfolio equity flow, debt flow or foreign direct in-
vestment (FDI) (Loungani and Razin, 2001). But globalization is
especially expected to increase the flow of FDIL. As far as host or
recipient countries- such as Nigeria and most other African coun-
tries- are concerned, thé benefits of FDI have been listed
(Feldstein, 2000; Loungani and Razin, 2001; Razin and Sadka,
forthcoming) to include the following:

FDI allows the transfer of technology particularly in the form of
new varieties of capital inputs- that cannot be achieved through
financial investments or trade in goods and services. FDI can
also promote competition in the domestic input market,

Recipients of FDI often gain employee training in the course of
operating the new businesses, which contributes to human capital
development in the host country,

Profits generated by FDI contribute to corporate tax revenues in
the host country.

Through these processes, FDI is supposed to contribute to invest-
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ment and growth in the host countries. But it has been cautioned
that FDI may not always be beneficial to the host country be-
cause it is not only a transfer of ownership from domestic to for-
eign residents, but also a mechanism that makes it possible for
foreign investors to exercise management and control over host
country firms (Loungani and Razin, 2001).

Another avenue through which globalization is expected to pro-
mote growth and reduce poverty is by increasing trade. In ather
words, increase in international trade is expected to increase
growth and to reduce poverty. To be able to achieve increase in
trade, countries are required to pursue trade liberalisation meas-
ures. Several mechanisms through which liberalisation could
benefit the poor have been suggested {Bannister and Thugge,
2001). First, it is argued that trade liberalisation will ‘help. lower .
the prices of imported goods and their domestic substitutes, thus
increasing people’s real incomes. This applies both to consumer
goods and production technologies and processes. Furthermore,
people may also benefit from reduction in export taxes resulting

from liberalisation, .

Second, it is expected that trade liberalisation will benefit the
poor by creating incentives,.for, investment, innovation and
thereby growth. In other words, increase in market opportunities
(in the international market) will promote both doméstie Haf £
eign investment and create incentive for innovation and technol-
ogy transfer, and these will then lead to growth. Third, it is ar-
gued that the economic integration with the rest of the world oc-
casioned by liberalisation, will help an economy to diversify its
exports in line with its comparative advantages and to become
less dependent on single export markets or products. In addition,
integration with foreign markets helps an economy become less
dependent on the domestic market, so that domestic economic
downturns are offset by growth in the international economy.
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On the other hand, trade liberalisation could affect the poor nega-
tively through lower government revenues - due to reduction in
trade taxes - and cut in government social expenditures. Further-
more, lowering of prices of domestic products due to liberalisa-
tion has the possibility of reducing wages or employment, par-
ticularly in the unprotected informal sector, where most of the
poor in Africa are employed. In addition, openness may also
make an economy more vulnerable to external shocks, such as
abrupt changes in the terms of trade, especially if they affect ag-
riculture,

Globalization and the Nigerian Farmers

Nigeria is a member of the WTO and has signed many agree-
ments controlled by the Organization, including the AoA. There-
fore, she i

is under obligation to reduce or eliminate protectionist policies
and to remove barriers to trade, in addition to implementing mar-
ket reforms. Some of the possible effects of trade liberalisation
and market reforms on Nigerian farmers are discussed as fol-
lows.

Removal of Agricultural Support Services and
Production Costs

A feature of the liberalisation and reform processes has been the
withdrawal ef government subsidies on agricultural inputs. This
has raised the farm level prices of agricultural inputs, most of
which are imported. It could be argued that opening up the bor-
de s for the importation of the inputs would ultimately lower
thei: prices. But this is unlikely io occur because of the heavy de-
valuation of the local currency (the naira) which has accompanied
the structural reform and has increased the prices of imported
commodities generally. The high costs will likely discourage lo-
cal production especially given that the marketing boards which
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complete replacement of GATT with a different character. [ is
the primary rule-making regime of the globalization process and
has more than 20 international agreements under its control. One
of these agreements is the Agreement on Agriculture (AoA). The
aim of the AoA is to establish a fair and market-oriented agricul-
tural trading system through substantial Progressive reductions in
agricultural support and protection, The Agreement contains spe-
cific binding commitments of WTQ members in the areas of mar-
ket access, domestic SUppOrt, export competition as wel] as sanj-
lary and phytosanitary issues, Market access commitments in the
Agreement consist of reduction of tariffs on imports of specific
agricultural products, The commilments on domestic support
specify limits which the tota Aggregate Measurement of Sup-
port - a measure in monetary terms, of annual level of support
provided by a member country, to producers of basic agricultural
commodities (e.g. through a price Support programme) or non-
product-specific Support (e.g. fertilizer subsidy) - must not ex-
ceed. The export Competition commitments aim at reducing ex-
port subsidies on agricultura] products. In the agreement, each
member undertakes not to provide export subsidies beyond those
specified. The agreement on the application of sanitary and phy-
tosanitary measyres outlines rules for applying trade measures
necessary to protect human, animal gr plant life or health, and
thus for avoiding possible misuse of these measures in restricting
trade (WTO, 1997: Sharma, 2000).

The WTO does not only establish the rules, adjudicate in trade
disputes, but also enforces agreements and rules established. Ac-
cording to Mander and Barker (undated), the principal operating
principle of the: WTO is that global commercial interests super-
cede all others, and obstacles to the smooth operation arid rapid
eXpansion of global corporate activity are routinely suppressed,
even if those “obstacles” are national, provincial, state and com-
munity laws and standards that are made on behalf of labour
rights, environmental protection, human rights, consumer rights,
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gave price support to farmers were abolished in the mid-1980s ag
part of the market reform programme.

The adjustment and market reform programme has also reduced
public expenditure on agricultural support services. For instance,
the proportion of federal government's budgetary allocation to
the agricultural sector has declined from 2.43% in 1997 to 1.59%
in 2000, rising only to 1.88% in 2001 (FOS, 1999: Alade, 2001).
This decrease in funding of the sector has deleterious conse-
quences for the effective operation of agricultural support ser-
vices such as research and extension. In fact, it is reported that as
a result of the dwindling financial allocations from the federal

- and state governments, the activities of the World Bank-assisted

Agricultural Development Projects (the key providers of agricul-
tural extension services) in all states of the country are almost
stagnated (Okoro, 2000). This has long-term negative implica-
tions for the productivity and growth of the agricultural sector

with dire consequences for food security and competitiveness of
the sector,

Access to Foreign Markets: The Exclusion Tactics

There appears to be some element of ELEEEE in the pursuit
of global economic integration. The United States, Europe and

- other industrial countries are at the fore-front of the globalization

campaign, pushing for liberalisation and market reforms in other
countries. But some of their own practices do not conform with
liberalisation and the principles of the free market. This is par-
ticularly evident in their policies toward agricultural production
and trade. Governments of these countries continue to subsidise
agricultural production and to raise tariff and non-tariff barriers
against free trade in agricultural products. These practices are es-
pecially harmful to African eountries, including Nigeria, whose

non-oil exports are mainly- agricultural products. Sharer (2001)

captured the harmful agricultural trade practices of the industrial
countries, noting: .
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Although, overall, the trade regimes of the European Union, the
United States, and other industrial countries are open, agriculture
18 & major exception ---Tariffs on agricultural raw materials in
the European Union (EU) average 5 percent, and.those for proc-
essed agricultural goods average more than 10 percent, while the
average EU tariff on other goods is only about 2 percent. These
figures understate the true level of protection, however, because
tariffs in the European Union are low or zero on agricultural
products that the European Union does not produce and much

higher on imports that might compete with domestic products --- -

Furthermore, significant escalation is built into the European Un-
ion’s tariff structure, which discourages imports of higher-value-
added processed products from Africa. The industrial countries
have also erected many non-tariff barriers - in the form of price
supports, subsidies, and special marketing arrangements - that
keep out agricultural products from Africa.

&

With these protectionist practices, it has been difficult for African
countries to capture any reasonable share of the international
trade. In fact, it hés been pointed out that while African countries
constitute 29 percent of the membership of WTO (Sharer, 2001),
it controls less than 2 percent share of world trade (N"Diage,
2001; Daouas, 2001; Gondwe, 2001). As far as African countries
are concerned, therefore, globalization has, so far, been a proe-
ess of exclusion from, rather than integration into the world
economy. The way things stand, it is doubtful if Nigerian farmers
would obtain easy access to the international markets.

L cels of Technologies, Vertical Integration
and iiconomies of Scale

A common feature of the globalization process is the tendency
toward merger and vertical integration of firms across national
borders. This is an attempt by corporate organizations to achieve
better coordination of business activities, reduce transaction costs
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and enjoy economies of scale, all geared toward profit maximiza-
tion. It has been suggested that for African countries, including
Nigeria, to benefit from globalization, FDI is inevitable (Daouas,
2001; Ajayi, 2001; N'Diaye, 2001: Mishra er al, 2001}, In the
agricultural sector, this translates to direct involvement of TNCs,
either acting on their own or in collaboration with large-scale do-
mestic businesses, in agricultural production, processing, market-
ing and financing. FDI by profit-driven TNCs is likely to pro-
mote large-scale production and vertical integration of farms, to
take full advantage of economies of scale and the use of efficient
technologies.

On the other hand, the agricultural sector in Nigeria is dominated
by smali-scale farmers who cultivate, in most cases, less than 5
ha of land. This, coupled with the low levels of technologies em-
ployed, prevents the farmers from benefiting from economies of
scale-and places them at a disadvantage compared to their foreign
counterparts,

Given this contrast between domestic producers and the TNCs, if
they eventually choose to invest directly in Nigeria's agriculture,
the loser would most probably be the domestic'producers. As the
large-scale farms, with their capital and efficient technologies,
continue to expand and integrate, it is obvious that small-scale
producers would eventually be “priced-out™ of the farming busi-
ness, thereby losing their jobs. This problem is already being ex-
perienced in some developing countries where the TNCs operate,
For instance, it is reported that between 1970 and 1991, Brazil's
poultry industry grew from small backyard farms to a multi-
national mechanised industry, becoming almost entirely vertically
integrated. Initially, the small family businesses were turned into
contract farmers for big businesses. Eventually, however, they
were taken over by financial interest groups and foreign compa-
nies (Garcés, 2002).
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It is also reported that in India, small holders have been turned
into contract-farmers by the large-scale TNCs which dictate rigid
conditions regarding what, how and how much is grown by every
farmer (Vasavi, 2001). Thus, the farmers have lost control over
their production and have virtually been reduced to tenants on
their own farms while others have lost their jobs as farmers alto-
gether. Overall, it is estimated that at least 30 million farm jobs
have been lost to liberalisation in developing countries (Madeley,
20000 -

Cheap Imports, Local Production and Food

Self-Sufficiency

With trade liberalisation, various cheap food. products are al-
lowed into the country mostly from industrial countries. These
products are coming both through commercial channels and
through dumping - food sold below the cost of production to dis-
pose of surpluses (Editorial, 2001). As pointed out earlier, the
industrial countries use price supports, subsidies and special mar-
keting arrangements to protect their own agricultural sectors.
These practices facilitate dumping of foods and other agricultural
products. Even without dumping, their large-scale of operation
and efficient technologies allow them to produce and export at
low prices and subsidies, as well as other forms of support to
farmers, only worsen the situation.

The availability of cheap imports will most certainly suppress do-
mestic production. The experience of Ghana is instructive here. It
kas been reported (Editorial, 2001) that having produced maize,
rice, soybeans, rabbits, sheep and goats, the Ghanaian small
farmers could not obtain economically viable prices for them,
even in village markets. As should be expected, the farmers have
become demoralised and this has placed domestic food produc-
tion at risk. Since Nigeria’s agricultural sector is also dominated
by small-scale farmers, just as Ghana's, there is ample probabil-
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ity of a similar scenario being enacted here. The implication of
reduced domestic production is not only that farmers will become
unemployed, but also thar the country cannot attain its desired
food self-sufficiency. This will certainly impinge on the dignity
and sovereignty of the COUntry,

Priority for Export Crops

Recognising the volatility of foreign exchange from oil, Nigeria
has for long been making attempts to diversify its economy with
particular emphasis on agricultural exports. Government may,
therefore, view the global trade liberalisation Process as an op-
portunity to encourage the production of export crops. But what
would be the effect of such a policy on food production? Experi-
ences of other developing countries might be helpful. In Benin
Republic, it is reported that government incentives have led to an
increase in land under cotton at the expense of food production
and food security (Editorial. 2001). A shift to export Crop pro-
duction in Uganda is also reported to have caused a decline in the
production of food consumed locally both in Quantity and in vari-
ety (Editorial, 2001). In India, most of the farmers have been
forced to grow cash crops instead of food érops due to the proc-
ess of globalization and liberalisation and because the government
Wants more export carming (Hindmarsh, 2001)

Although empirical data are not yet available for the case of Nj-
geria, this shift in emphasis is predictable. But such a shift to-
ward the production of export Crops, apart from its negative im-
plication for food self-sufficiency, does not guarantee increased
earnings from exports because of the problems of competitive-

ness and industrial countries” protectionist practices mentioned
carlier.
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