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CREDIT AND PROGRAM SUMMARY 
NIGERIA 

NIGERIA AGRICULTURE SECTOR DEVELOPMENT POLICY OPERATION 
 

Borrower Federal Republic of Nigeria 
Implementing 
Agency 

Federal Ministry of Agriculture and Rural Development 

Financing Data 
 

IDA Credit for SDR 66.3 million (US$100 million equivalent)  
Regular IDA terms: 40-year maturity with a 10-year grace period 

Operation Type 
 
 

This is the first DPL operation in a programmatic series of two, and is 
aligned with the Federal Government of Nigeria’s Agricultural 
Transformation Agenda. 

Main Policy Areas 1. Farmer access to improved technologies including through 
development of input markets  

2. Market development 
3. Business investment climate 
4. Agriculture sector management 

Key Outcome 
Indicators 

Outcome Indicators Baseline 
(2012) 

Target 
(2014) 

Clients/farmers (disaggregated by 
gender) who have adopted an 
improved technology (seed and 
fertilizer) 

17.9% 
Of which: 
-Female 8.7% 
-Male 19.1% 
 

66% 
Of which: 
-Female 28% 
-Male 72% 

Policy monitoring reviews 
conducted. 

0 2 

Agriculture lending by 
commercial banks, percent of 
total lending (end-year). 

3.6% 
 

5.6% 
 

Number of de-concentrated 
FMARD staff. 

1500 
 

2800 
 

Program 
Development 
Objective(s) and 
Contribution to CAS 
 
 
 

The program development objective is to strengthen the policy 
environment and institutional capacity to enhance agricultural 
productivity and market access among farmers, and to improve 
agriculture sector management. The operation is in line with the 
strategic focus of the CPS FY10-13 and contributes directly to 
outcomes related to building sustainable agricultural development and 
market access. The CPS recognized that in order to sustain recent 
growth in the agriculture sector and its significant contribution to a 
robust growth in non-oil economy there is a deliberate need to 
increase agricultural productivity. 

Risks and Risk 
Mitigation 
 
 
 

i. Departure from the prevailing policy of a private sector led 
transformation, mitigated by AgDPO policy dialogue and 
policy reform agenda. 

ii. High food prices caused by import tariff structure for food 
commodities, mitigated by the AgDPO in encouraging 
Government to monitor poverty impact, allowing for 
adjustments to be made when necessary. 

iii. Exposure to climate change, mitigated by adaptation strategy 
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involving climate smart technology and water management, 
supported under the AgDPO, and through TA. 

iv. Weaknesses in PFM, mitigated by TA. 
v. Security issues, partly mitigated by inclusive rural 

development supported by the AgDPO. 
vi. Stakeholder resistance to ATA reforms, mitigated by improved 

Federal communications with the States, better public services 
to farmers, and rooting of ATA in FMARD structures. 

vii. Fund source to continue the General Household Survey-Panel 
during 2013/2014 risks closing which would weaken results 
measurement at the end of the AgDPO series, mitigated by 
additional funding mobilization, and by alternative less 
complete data sources. 

Operation ID  P130012 
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 IDA PROGRAM DOCUMENT FOR A 
PROPOSED NIGERIA AGRICULTURE SECTOR DEVELOPMENT POLICY 

OPERATION CREDIT TO NIGERIA 
 
 
 

I. INTRODUCTION 

1. The Nigerian Government has unprecedented opportunities to accelerate the 
country’s development. Nigeria has experienced a decade of growth and relative 
stability, with achieving significant progress in responsible macroeconomic 
management democracy, and reform.  Elections held in 2011, considered perhaps the 
fairest in Nigeria’s history, brought to power a number of visionary leaders at both the 
Federal and State levels of Government with the determination to realize a 
Transformation Agenda for achieving a takeoff into rapid and sustainable diversified 
growth.   

2. Realizing the objectives of the Transformation Agenda will be essential to 
preserving stability in Nigeria.   Despite the high economic growth reported in 
official statistics, Nigeria has yet to find a formula for translating its resource wealth 
into significant welfare improvements for the population.  The number of unemployed 
and impoverished Nigerians continues to grow.  Over 40% of the population lives 
below the poverty line and an estimated 45% of the working age population is either 
unemployed or officially out of the workforce.  Nigeria’s progress toward the MDGs 
has been largely disappointing, with indicators in many areas resembling those in the 
poorest countries in Africa. Nigeria ranks 156 out of 187 countries in the 2011 United 
Nations Human Development Index.  With a median age of 14 and population growth 
at close to 3%, the very stability of the country depends on a major acceleration in the 
creation of jobs, opportunities, and basic social services for the population.  The civil 
unrest in January 2012 illustrated well the growing frustrations of a large segment of 
the Nigerian population. The Government understands that it has a limited window of 
time to turn this situation around.  

3. Agriculture is a major focal point of the Transformation Agenda.   Agriculture 
accounts for one half of the non-oil economy and, with an estimated 70% of the 
population involved in agriculture, it is also the largest employer in the country.   At a 
time when major infrastructure constraints and “Dutch disease” effects from oil 
complicate the creation of competitive niches in manufacturing, Nigeria’s past history 
itself speaks for enormous potential in expanding productivity and production in 
agriculture.  Agriculture has been growing over the past decade, but not fast enough to 
prevent an increase in the number of rural poor, and the growth in agriculture slowed 
in 2011-2012, with the expansion of value added registering at 3.97% in 2012.  The 
Federal Government has now launched an Agriculture Transformation Agenda (ATA) 
that combines institutional reforms with key public investments aimed at connecting 
markets and supporting the expansion of the private sector and productivity growth in 
a few specific food staple value chains.  A growing number of State Governments 
have also seized on this agenda, and are cooperating in its realization.   

4. Agricultural growth in staples has the greatest impact on poverty reduction. A 
recent study by IFPRI analyzed growth options in agricultural sub-sectors for meeting 
a six percent annual growth target for the sector in order to  accelerate overall 
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economic growth and  reduce poverty in Nigeria between 2009-2017, using an 
economy-wide, dynamic computable general equilibrium (DCGE) model.1  The study 
identified significant potential for agricultural growth and poverty reduction through 
sector policies and investment, particularly those fostering improved productivity in 
food staples. One of the conclusions from the study is that Nigeria is unlikely to meet 
Millennium Development Goal 1 under its current growth path unless there is a 
significant improvement in agricultural productivity and in efficiency of public 
spending. 

5. Nigeria has very high levels of persistent child malnutrition that will perpetuate 
poor human capital and poor productivity for the future. 41% of Nigerian children 
under the age of 5 are stunted (low height-for-age, which indicates chronic under-
nutrition), making Nigeria home to the third largest population of chronically 
undernourished children in the world.  Striking geographic inequities in stunting rates 
within the country further exacerbate the situation.  In the North West zone, more than 
half of all children under five are stunted; however, in the South East zone the stunting 
prevalence is as low as 21.7%. Food security and health care are key to addressing this 
constraint to human capital and growth and productivity in Nigeria. Agriculture has a 
key role to play in addressing the issues around food security and access to appropriate 
foods. 

6. Previous attempts by the Government of Nigeria to increase the productivity of 
staples involved a series of Presidential Initiatives that had some success in 
stimulating production, but did not make Nigerian farmers competitive in world 
and regional markets. One of the major drawbacks of the initiatives was undue 
emphasis on upstream activities and lack of attention to the downstream development 
of value chains. A number of reasons for past failures have been identified and 
assessed in ATA documents, starting with overall low government spending on 
agriculture. Inadequate public investment in agricultural research and development, 
and limited private investment in developing improved seeds and fertilizers explain 
the insufficient availability of improved technologies to farmers, as well as lack of 
knowledge about their use. Value chains remained underdeveloped due to poor 
infrastructure and excessive and inappropriate government interventions in value 
chains, putting the private sector in the back seat and often crowding it out (e.g. 
through dictates on technology choices, fertilizer and seed procurement policies, 
government run farm machinery centers, and marketing boards). Other constraints 
included a lack of finance for agriculture, and an dearth of market information. The 
result was volatile yet flat real growth in farm gate prices (e.g. Akande et al., 2011), 
despite the rapid increase in world prices. 

7. In a departure from past government interventions, the current sector strategy is 
focused on improving value chains of specific, targeted, agricultural commodities. 
The government sees its ATA as a major tool to drive rural income growth, accelerate 
achievement of food and nutritional security, generate employment and transform the 
country into a leading player in global food markets.  The transformation action plan is 
focused on key aspects of value chains, including the provision and availability of 
improved inputs (seed and fertilizer), increased productivity and production, as well as 
the establishment of staple crop processing zones. The main value chains supported 

                                                 
1 Diao, X., M. Nwafor, V. Alpuerto, K. Akramov, and  S. Salau.  2010. Agricultural Investment for Growth and 
Poverty Reduction in Nigeria. IFPRI Discussion paper 00954. 
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under the ATA include the food staples maize, rice, sorghum and cassava, small 
producer-dominated cocoa and cotton, as well as the supply chains for fertilizer and 
seed inputs.  In its breadth, some of the ATA approach contains risks for a private 
investment led strategy over the longer term:  it includes import substitution through 
increased import charges on certain strategic products (rice, cassava, wheat, and 
sugar), which the Government deems necessary to jump start investment and 
expansion in these and related sectors; it encompasses input subsidies that could grow 
in fiscal burden if not managed carefully; and notions of mechanisms for minimum 
price guarantees remain on the drawing board.  Through the engagement of this 
operation, continued dialogue is expected to keep the objectives and mechanisms of 
these policies under close examination and adjustment as monitoring of 
implementation progresses. 

8. The ATA focuses on both growth and employment, and aims to do so through 
engaging with large numbers of small farms.  If this can be achieved it will make 
a major contribution towards reducing poverty and food insecurity in rural 
areas. The impact will be even greater if the ATA can reach some of Nigeria’s 
agricultural areas least favored by soils, rainfall and market access where poverty is 
greatest. These areas are more difficult to develop and reaching them can be expected 
to involve some sacrifice in overall growth compared to focusing all the ATA 
resources in high potential areas; a reasonable balance of investments between the two 
types of regions may well be worth the cost if it can help avoid the costs of a 
development pattern that is burdened by problems that come with persistently lagging 
regions. 

9. Reaching the ATA goals requires an ambitious policy and institutional reform 
agenda, combined with strong implementation capacity. With the onset of the 
ATA in 2011, the policy reform process has started, providing a basis for the 
identification and preparation of the proposed AgDPO series. Far-reaching changes 
have been made to existing programs, and some have been eliminated to make way for 
new programs. Coordination and implementation arrangements are being developed 
between the federal government and state structures. Various incentives are being 
provided to stimulate technology uptake, enhance farm-level profitability, and thus 
encourage domestic production. However, the capacity to manage public resources, 
the capacity to apply the different instruments that provide production incentives 
without causing negative consequences, and implementation capacity remain weak 
and require support.  

10. Implementation of the ATA requires increased public investment and 
harmonization of donor support. The Federal Government of Nigeria has requested 
the World Bank to scale up its lending portfolio to support ATA programs through 
additional financing of investment lending operations, and the provision of budget 
support to help anchor the policy foundations of the ATA and to augment Federal 
resources for the sector. Given the fast pace of reforms in the sector and the 
commitment to facilitate private sector led agriculture sector development, 
preparations are underway by the Bank to increase its support to the sector through 
both new and existing lending and non-lending operations.  With the core policy, 
institutional and investment building blocks of the ATA now identified and with 
progress being made on design and implementation, the program warrants Bank 
support in light of the sector’s key importance, the solid anchoring of this country-led 
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initiative, its focus on overcoming key sector constraints, and the strong government 
leadership in moving the program forward. 

11. The proposed two-operation series of Agriculture Development Policy 
Operations will support the ambitious ATA sector reform agenda. The AgDPO 
development objective is to strengthen the policy environment and institutional 
capacity to enhance agricultural productivity and market access among farmers, and to 
improve agriculture sector management. As part of the first operation, a number of 
policy and institutional reform actions are encompassed, while a number of the 
anticipated triggers for the second operation shifts in part to greater focus on the 
institutional structure needed to ensure implementation and, thus, the sustainability of 
the reforms. The overall orientation of the ATA, and the policy reform agenda of the 
AgDPO 1 and 2, is the promotion of private sector investment and the development of 
commercially viable value chains. 

 
 
 

II. COUNTRY CONTEXT 

RECENT ECONOMIC DEVELOPMENTS IN NIGERIA 

12. Nigeria’s management of its economic policy is affected by its federal structure, 
comprised of the federal capital territory administration, thirty six (36) state 
governments and seven hundred and seventy four (774) local government councils 
(LGCs). The 1999 Constitution gave significant autonomy to states in the delivery of 
economic and social services and for the provision of infrastructure, both directly and 
jointly with local governments (LGs), while the Federal Government remains 
responsible for setting standards, coordinating policy, and discharging national 
functions such as security, foreign affairs, and macroeconomic management.   

13. Despite Nigeria’s potential, and its recent macroeconomic gains, the country is 
among the poorest nations in the world with a per capita GDP of US$ 1,414 (2011), 
an inflation rate of close to 10%, a 46% per cent poverty rate and low social indicators 
(Nigeria ranked 156 out of 187 in the 2011 United Nations Human Development 
Index).  High poverty levels constitute a major hindrance to accessing social services 
in a situation where payments are made at the point of service. The vicious cycle of 
poverty and disease is well documented; and making social services work for 
beneficiaries requires innovation and appropriate targeting of the poor. 

COUNTRY VISION  
14. In 2009, the Vision 20: 2020 presented the country’s ambition to become one of 

the top twenty economies in the world by 2020, focusing on two broad objectives: 
(i) optimize the country’s human and natural resource potential to achieve rapid and 
sustained economic growth, and (ii) translate economic growth into equitable social 
development that guarantees a dignified and meaningful existence for all its citizens.  
The program of the current government, the 2011 Transformation Agenda (TA), 
building on the Vision 20:2020, assigns top priority to job creation and addressing 
infrastructure constraints to growth, notably in power and transportation sector, and 
also includes far reaching reforms in agriculture and the oil and gas industries.  
Underpinning this TA is a fiscal reform program characterized by consolidation, 
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reduction in the share of recurrent expenditures in favor of capital expenditure, 
improved transparency, adherence to fiscal discipline, and more recently, reduction in 
the fuel subsidy. 

15. The country vision at state level is complemented by state level development 
strategies (State Economic Development and Empowerment Strategy).  Nigerian 
states operate with a high degree of legal and de facto autonomy in the areas of service 
delivery, internal organization and revenue generation, which coexists with a stronger 
federal mandate in the areas of public order (police, military and security institutions), 
federal control over sub-national borrowing and appointments in the judiciary.  While 
the strong autonomy of states offers opportunities to states with dynamic and 
progressive leadership to move ahead on their own, it also poses a challenge to 
building a national consensus for policy coordination and implementation across 
different levels of government, including regarding macroeconomic stability 
(management of oil wealth and the general government budget), prioritization in the 
allocation of public financial resources, and meeting minimal national standards in 
service delivery.  Building a national consensus in those areas can be a difficult task, 
particularly considering the political and institutional complexities of Nigeria.  The 
strong autonomy of states also poses a challenge in creating a framework of 
convergence amongst states towards the best experiences; scaling up of such 
experiences would significantly enhance the country’s progress in achieving its goals. 
For example, if Nigeria adopted nationwide all of its states' best practices identified in 
the Doing Business 2010 report, it would rank 72nd out of 183 economies globally 53 
places ahead of Nigeria’s position in the global Doing Business 2010 report.  

ECONOMY 

16. Nigeria is highly dependent on oil, which accounts for over 95 percent of exports, 
nearly 75 percent of consolidated government revenues, and over 40 percent of GDP.  
Due to its central importance for macroeconomic stability and development in Nigeria, 
the performance of the oil sector and the management of oil resources explain much of 
the country’s changing economic fortunes over the years.  The inherent volatility in oil 
prices makes the conduct of prudent, countercyclical macroeconomic policy 
imperative for economic stability.    

17. Following Nigeria’s return to civilian rule, subsequent governments have been 
pursuing various macroeconomic and sector reforms. A key reform on the macro 
front was the introduction of the fiscal rule in 2004, whereby public expenditures were 
delinked from oil revenue earnings, thus potentially ending the ‘boom-and-boost 
cycle’ of previous periods. Excess revenues accumulated above the reference price are 
saved in a special Excess Crude Account (ECA).  In order to institutionalize and 
legitimize this practice, the oil price-based fiscal rule was entrenched in the Fiscal 
Responsibility Law (FRL) of 2007.  In 2005, Nigeria secured the largest debt relief in 
the history of the Paris Club, substantially increasing fiscal space to expand social 
expenditures. Ambitious initiatives were launched to increase transparency and reduce 
corruption in the management of public finance, and civil service reform was begun, 
although progress has been mixed. The establishment of the Economic and Financial 
Crimes Commission (EFCC) was successful in convicting high-level politicians of 
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corruption and recovering embezzled funds2. Nigeria was among the first countries to 
adopt and implement the Extractive Industries Transparency Initiative (EITI) to 
improve governance of the oil and gas sector.  A broad range of complementary 
structural reforms were adopted. These included the privatization of some state owned 
enterprises such as in the ports, steel, mining and petrochemical sectors, as well as the 
deregulation in a number of sectors such as telecommunications to encourage private 
sector participation.  

18. The reforms ushered in a period of high, broad-based and sustained non-oil 
growth.  Since 2001, the growth of Nigeria’s non-oil economy accelerated to more 
than 8 percent. A large part of non-oil growth since 2001 can be explained by 
agriculture and wholesale/retail trade sectors, which together account for 75% of the 
non-oil economy.  Other sectors, such as construction, the financial sector, 
telecommunications, and ICT have also recorded high growth and have initiated a 
structural transformation of the Nigerian economy towards the services sector.  When 
the world financial crisis hit in late 2008 and oil prices plummeted, Nigeria was able 
to tap into its accumulated reserve of US$22 billion to finance a stimulus package that 
successfully maintained strong economic growth of 7 percent during 2009 (see Table 
1).  

19. A weakening in fiscal restraint caused some concerns in 2010, but fiscal policy is 
now back on track.   Despite the strengthening of oil prices, Nigeria increased 
budgetary spending significantly in 2010, drawing not only on higher oil revenues, but 
virtually exhausted its remaining ECA reserve.   Under these conditions, inflation 
increased and, given rapid import growth, the balance of payments remained in deficit, 
leading to mounting pressures on the exchange rate.   Only the fortuitous further 
strengthening of oil prices in late 2010 stabilized financial markets.  Investors became 
increasingly concerned about Nigeria’s seeming inability to exploit higher oil prices 
for the needed replenishment of its fiscal reserve. Fortunately, 2011 and 2012 have 
witnessed a significant restoration of fiscal discipline.  Real public spending has 
decreased and both fiscal and monetary reserves are now accumulating.  

20. Since 2011, the Federal Government has pursued a path of fiscal consolidation, 
reducing real expenditures, bringing the federal deficit to under 3% of GDP, and 
limiting ad hoc distributions from the Excess Crude Account.    Monetary policy 
has also tightened in a complementary manner.   The Federal Government reduced its 
budget deficit to an estimated 2.6% of GDP in 2011 and is on course to post a still 
lower deficit in 2012.   The General Government deficit (including State budgets, off-
budgetary payments of the fuel subsidy and net movements in the Excess Crude 
Account) declined from an estimated 5.7 percent of GDP in 2010 to 1.8% in 2011.  
This progress toward consolidation would have been even much more dramatic if not 
for a mushrooming in fuel subsidy payments in 2011 that reached an estimated 4.6% 
of GDP (US$ 11 billion) during the year.    In 2012, the Government succeeded in 
reducing expected fuel subsidy payments by more than half through a reduction in the 
subsidy rate itself and a crackdown on corruption.   An implicit agreement was also 
reached between the Federal Government and States to abstain from ad hoc 
distributions from the Excess Crude Account pending accumulation of US$ 10 billion.  

                                                 
2 Between 2005 and 2008, for example, convictions increased from 20 to 200 cases and recovered assets from 
less than $1 billion to more than $5 billion. 
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21. The Federal Government is seeking to create a stronger institutional foundation 
for countercyclical policy and the responsible management of its oil wealth, but 
political challenges remain.  The nature of federalism in Nigeria complicates the 
management of the country’s fiscal (oil) reserve and the conduct of countercyclical 
macroeconomic policy.  The Excess Crude Account is under the management not just 
of the Federal Government, but of Nigerian States as well.   The excessive fiscal 
expansion of 2010 was financed primarily by ad hoc distributions from the Excess 
Crude Account.  The government has responded to this challenge by establishing a 
National Sovereign Wealth Fund (NSWF) in May 2011. The Fund will replace the 
ECA and will have three components: (a) a stabilization component for protecting the 
budget against a fall in oil prices as is the case under the ECA, and two additional 
components: (b) an infrastructure component for financing and catalyzing investment 
in the country’s critical infrastructure, and (c) a savings component for carrying out 
various portfolio investments for the benefit of future generations.   It is hoped that the 
institutional setup of the NSWF will be less vulnerable to ad hoc distributions to 
budgets.  While a number of State Governments support the NSWF, it is nevertheless 
controversial, and the transfer of functions from the Excess Crude Account to the 
NSWF has so far been delayed.  Ultimately, the success of the oil price-based fiscal 
rule in Nigeria will depend on the extent to which state governments buy into it and 
the extent to which rules governing withdrawals are adhered to. 

22. The implementation of the fuel subsidy has been a growing challenge in Nigeria.  
Nigeria subsidizes petrol and kerosene by enforcing fixed Naira prices and 
compensating importers for the difference between this price and the world market 
price plus estimated importation costs.   Over time, given inflation and currency 
depreciation, the fiscal burden of the subsidy grows with time, eventually reaching 
unsustainable levels.  Furthermore, the implementation of the subsidy has been riddled 
with corruption.  Nevertheless, attempts by the Government to decrease or eliminate 
the fuel subsidy have consistently met with social unrest.  Vested interests can exploit 
the fact that many Nigerian citizens view the fuel subsidy as one of the only concrete 
benefits that they get from the Government, and many are skeptical that they would 
receive comparable benefits from a reallocation of the money.  The fiscal burden of 
the fuel subsidy mushroomed from an estimated US$ 2 billion in 2006 to US$ 11 
billion in 2011.   

23. The Government reduced the fuel subsidy in 2012, but the fiscal challenge 
remains.  An attempt by the Government to remove the fuel subsidy in January, 2012 
met with a national strike and significant social unrest.   Under a compromise 
agreement, the subsidy was reduced by 50%.  The Government also set up a special 
program, SURE-P, funded partially by fuel subsidy savings, that is intended to deliver 
concrete visible benefits to the population, thereby increasing trust in Government.  
These programs could potentially be scaled up as a result of future subsidy reduction 
or removal. The Government has also cracked down on corruption in 2012, 
eliminating the eligibility for subsidy payments for a number of firms under 
investigation.  This has had a somewhat disruptive effect on the supply of imports, 
however.   The annual burden of subsidy payments is still expected by the 
Government in the range of US$ 5-6 billion in 2012 and 2013, and could even be 
significantly higher if the world price of petrol increases.   
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24. The very high dependence of Nigeria on inherently volatile oil revenues presents 
major balance of payments risks to the country. As in other oil dependent emerging 
markets, a sharp decline in oil prices not only has a strong impact on the current 
account, but the capital account as well, as investors’ general attitudes toward Nigeria 
depend critically on oil prices. The Central Bank has pursued a policy of exchange rate 
smoothing to counter the volatility in oil prices and related investor expectations, 
although allows for limited movements in the direction of market forces. Under these 
conditions, Nigeria accumulated over US$ 62 billion in foreign reserves by September 
2008, but lost almost half of these reserves in late 2008-2010.     

25. Nigeria’s balance of payments position has stabilized since 2011, and was in 
surplus during most of 2012.  Higher oil prices contributed to this stabilization, 
while a surge in capital inflows to the Nigerian bond market and lower petroleum 
imports helped to support the balance of payments surplus in 2012.   Gross foreign 
reserves of the country hovered around US$ 33 billion during 2011, and increased to 
US$ 44 billion by the end of 2012.    

26. Since 2009, the Central Bank of Nigeria has been pursuing a monetary and 
exchange rate policy that balances objectives of controlling inflation, promoting 
exchange rate stability, and providing conditions for the recovery and 
strengthening of the financial sector following the crisis of 3 years ago.    In 2010 
and 2011, the Central Bank faced a strong challenge in simultaneously 
counterbalancing expansionary fiscal policy without choking off the recovery of the 
banking sector.  The results were impressive.  A recapitalized banking sector has been 
expanding its operations; balance of payments equilibrium was achieved. In the latter 
part of 2011 and during 2012, given the recovery of the banking sector, monetary 
policy was tightened significantly.  The exchange rate has been stable, while monetary 
policy (base interest rates, reserve requirements) was increased from very low levels to 
12% in the second half of 2011.     

27. Following a financial crisis in 2009, a recapitalized Nigerian banking sector is 
now re-emerging under improved regulation and incentives. The banking sector 
has undergone significant reforms in recent years.   Following a collapse of the 
banking sector bubble in 2009, primarily due to marginal insider lending, the Central 
Bank took a series of measures to facilitate the restructuring of the banking sector 
under new regulatory principles. Managers of corrupt banks were arrested and 
prosecuted.   As new system of bank supervision and inspection was put in place.   
Substantial liquidity was injected; a blanket guarantee for depositors, as well as 
interbank and foreign credit lines of banks, was provided, and extended for six 
monthly-periods until end-2011; a Distressed Asset Management Company 
(AMCON) was established under the ownership of the FMoF and the CBN to 
purchase banks’ non-performing loans in exchange for zero coupon bonds and inject 
funds to bring capital to zero; regulations and supervision were strengthened at the 
CBN and corporate governance was enhanced; and the universal banking model was 
abandoned and banks were instructed to establish holding companies or to divest their 
non-bank activities. Reforms under implementation further include the 2010 decisions 
by CBN for the full adoption of IFRS by end-2012, the end of universal banking and 
the introduction of distinct licenses by banking activity profiles.  Notably, banks were 
forced to complete the recapitalization process themselves through mergers or the 
capital of strategic investors.  International observers now agree that the banking 
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sector has been successfully recapitalized.   Under the new regulatory conditions, 
commercial banks are still taking a quite cautious attitude toward lending.  The current 
presence of a small supply of high-yield Government securities is helping the banks 
cope as they deepen their credit allocation skills.  Soundness and solvency have been 
restored to the Nigerian banking and financial sectors, even if risks and important 
institutional weaknesses still exist.   

28. The official exchange rate policy of Nigeria is a float, but the Central Bank 
continues to use the exchange rate as an implicit stabilization anchor in the light 
of potential high exchange rate-based volatility in money demand.  That said, 
authorities have moved to allow a bit more flexibility into exchange rate policy in 
2012, allowing the naira to move within a band of 150-160 naira to the dollar.   A 
Monetary Policy Committee meets regularly, which can potentially alter this band.  
The Central Bank held the Naira exchange rate at 150 to the dollar from 2009 to 
November 2011, and effectively stabilized expectations during most of this time.   A 
temporary weakening in oil prices in the second half of 2011, combined with very 
high import growth, pushed the balance of payments again into deficit and put some 
pressure on the naira.    The Central Bank responded by allowing the naira to 
depreciate to 155 to the dollar on November 21, 2011.  It has since depreciated slightly 
to 156.   The exchange rate policy stance of the Central Bank in Nigeria, which 
defends exchange rate stability but allows for one-off adjustments in the face of strong 
balance of payments pressures, has so far proved effective.  

29. Persistent high inflation in Nigeria in 2012 was due to factors other than 
macroeconomic policy, and lower inflation is expected in 2013.  Despite the 
notably tightening of both monetary and fiscal policy in 2012, the rate of inflation 
(Dec./Dec.) actually increased to 12%. This can be explained, however, by a 
combination of factors, most notably administrative increases in prices for gasoline 
(halving of the fuel subsidy) and electricity tariffs , as well as food price increases 
related to extensive flooding, higher energy prices, and security problems in the 
Northern part of the country. Core inflationary pressures have eased in Nigeria, and 
significantly lower inflation is expected in 2013.  

 

MACROECONOMIC OUTLOOK AND DEBT SUSTAINABILITY 

30. The economic outlook in Nigeria has improved notably, although is subject to 
change with investor expectations about oil prices. Given the recent positive 
developments in macroeconomic policy and reforms, as well as stable expectations 
about oil prices, the balance of payments has moved into its strongest position since 
2008. The once depleted Excess Crude Account showed a balance of almost US$ 8.6 
billion at the end of 2012. While inflation remained stubbornly in double digits in 
2012, part of the explanation were one-off effects from the reduction of the fuel 
subsidy and needed administrative increases in utilities prices. Nevertheless, Nigeria 
remains vulnerable to a downward swing in oil prices, which would not only weaken 
the current account (reflected in Table 1 projections), but most likely precipitate a 
reversal of the current capital inflows. While the US$ 9 billion in the fiscal reserve 
provides at least a small fiscal buffer, it is still not close to the US$ 22 billion that the 
country had and used in 2008-2009.  
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31. Nigeria’s debt position is still strong.   Following the Paris Club debt 
restructuring of 2006, external debt has not exceeded 3% of GDP.  Domestic debt 
has gradually increased to an estimated 16% of GDP.   Fortunately, Nigeria still has 
room to borrow in the event of lower oil prices and challenges to the current positive 
macroeconomic outlook.   

32. The security problems in the country may be affecting prospects for GDP and 
investment growth.  GDP growth in the first three quarters of 2012 was estimated 
at 6.4%, as compared to 7.3% in the first three quarters of 2011. The national 
strike in January 2012 should explain a small part of this difference.  However, lower 
output in agriculture and trade may also be related to disruptions and the displacement 
of farmers in the Northern part of the country. The business capital of the Northern 
region, Kano, has been plagued by terrorism and violence since December, 2011, with 
many businesses and investors apparently leaving the city.  Trade flows to and from 
Northern Nigeria have also reportedly been disrupted. 

33. Nigeria’s macro-economic framework is assessed as adequate for the purpose of 
the proposed operation. Recent debt sustainability analyses carried out by the 
IMF/World Bank and the Nigeria Debt Management Office (the latter also taking into 
account domestic subnational debt) indicate a very low probability of distress.  The 
fiscal policy stance, as reflected in the 2011-2012 budgets and the Medium Term 
Fiscal Framework, is responsible. The excessive fiscal expansion of 2010 has been 
reined in (see Table 1), the Government succeeded in 2012 in reducing fuel subsidy 
obligations significantly, but will have to sustain attention to this cost in view of 
continued budgetary tightness arising from a decline in oil output and revenues.  In the 
absence of an oil price shock, foreign inflows and the balance of payments surplus 
should continue at the existing exchange rate. Macroeconomic policy has also 
tightened in line with the recovery of the banking sector. The banking sector is now 
operating with adequate capital under new regulatory and supervision principles.  
While it is never possible to dismiss serious macroeconomic risks in a country as 
dependent on oil as Nigeria, the macroeconomic framework has become effective for 
mitigating these risks.          
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III. THE GOVERNMENT’S SECTOR PROGRAM AND PARTICIPATORY 
PROCESSES 

The Agricultural Transformation Agenda 

34. Diversification of the economy away from the oil sector has been a policy priority 
in Nigeria. The agricultural sector is considered an engine of growth capable of 
generating broad-based development outcomes needed for rapid economic 
transformation. The sector has been central to Nigeria’s poverty reduction3 and 
employment generation efforts, and retained this importance in recent times as the 
largest contributor to  non-oil growth (40.2% and 34.5%  of GDP in 2011 and in the 
first quarter of 2012 respectively) and important in overall economic growth as well. 
Self-sufficiency and import substitution are explicit policy goals of agricultural 
development strategies in Nigeria, resulting from the growing and substantial food 
import bills4 (US$ 2 billion) and policy responses (export bans) from a number of 
exporting countries witnessed during the recent global financial and food price crisis. 

35. Within agriculture, a major driver of growth is staple food crops, which 
contributed 35.8 percent to the agricultural GDP in 2011. Food staples include a 
variety of roots, tubers and cereals. A recent World Bank publication on 
competitiveness of African agriculture concluded that growth based on increasing 
productivity of food staples, providing affordable food to consumers, is vital to overall 
economic competitiveness5. Growth in food staple value chains would be more pro-
poor than growth in high value exports because the majority of small scale farmers 
grow staples, hence broad based productivity gains in staples will have far reaching 
impact on the rural poor6. Adding to the attractiveness of a staples-led strategy is the 
growing demand for food staples in Nigeria as a result of urbanization and population 
growth. For example, over time, urban consumers have increased their consumption of 
gari (made from cassava flour), which combines low perishability and high 
convenience, when its price has fallen relative to wheat and rice7. Small-scale farmers 
confronted with poor market access have tended to focus on household food security, 
and not taken on the risks of higher-cost input use that would produce marketable 
surpluses. In this context, increasing the productivity of food staples farming along 
with improving the functioning of markets can be key to releasing land, water, and 
labor for the production of other crops8. Pursuing a staples-led strategy therefore 
would ultimately lead to a more diversified sector. 

 

                                                 
3  Agriculture is a priority sector in government overarching rural development programs, the National Economic 
Empowerment and Development Strategy (NEEDS) and the New Agricultural Policy Thrust known as NAP, including the 
current transformation agenda of fiscal consolidation, inclusive growth and job creation. 
4 Nigeria’s food imports are growing at a rate of 11% per annum.  
5 Awakening Africa’s Sleeping Giant; Prospects for Commercial Agriculture in the Guinea Savannah Zone and Beyond 
6 Diao et al, 2006 
7 Nweke 2004, New Challenges in the Cassava Transformation in Nigeria and Ghana, IFPRI Discussion Paper 118 
8 Hazell and Poulton 2007. All Africa review of experiences with commercial agriculture, case study on food staples. 
Background paper for the Competitive Commercial Agriculture in SSA study 
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Table 2. Crop Production and Yields, 2011 Wet Season 

Crop Production 
 (‘000 mt) 

Yield (mt/ha) Potential yield 
(mt/ha) 

Maize 9,180 1.78 5.00 

Sorghum 6,897 1.41 5.00 
Millet 1,271 0.44  
Rice 4,567 1.77 6.00 
Yam 37,116 8.70  
Cocoyam 3,266 6.82  
Cassava 52,403 13.38  
Cowpea 1,861 0.58  
Groundnut 2,963 1.26  
Soybean 565 0.93  
Cotton 71 0.27  
Source: Agricultural Performance Survey of 2011 Wet Season in Nigeria,  
FMARD, December 2011. 
Potential yields as estimated by the World Bank Agribusiness Indicators (forthcoming) 
 
 
36. Interim findings of ongoing analytical work by the Bank’s PREM/DEC units 

confirm the relevance of the ATA.9  Enhanced agricultural productivity is strongly 
linked with a reduced incidence of poverty. Moreover, use of agricultural inputs, 
access to finance, access to extension services and access to land, are positively related 
to increased productivity.  

37. The ATA is a direct implementation response by the agricultural sector to the 
current administration’s Transformation Agenda (2011-2015) which derives 
from the vision 20:2020 and the 1st National Implementation Plan (NIP). The 
Transformation Agenda is focused on building stronger and more inclusive growth in 
the non-oil sector, employment generation and poverty reduction including economic 
diversification.  

38. The ATA is a product of a wide consultation process involving farmers’ and 
commodity associations, government Ministries Department and Agencies (MDA), 
State commissioners of agriculture, CSOs, private sector agribusiness entrepreneurs, 
and development partners. The consultation process generated interest among Federal 
and State governments who undertook to cooperate in undertaking policy reforms and 
scaling up of public investment in the sector. Some components of the ATA (e.g. 
NIRSAL, national farmer database) were discussed at the ECOWAP/CAADP regional 
workshops that were conducted by FMARD for stakeholders at the state and local 
government levels. 

39. Rather than trying to drive the entire agricultural sector forward at the same 
time as in many past strategy documents, the ATA focuses on a few key first 
moves - priority food staples and traditional export crops, and intends to develop these 
for growth and employment creation, with the expectation that the rest of the sector 
will subsequently follow. Although in Asia irrigated agriculture was more prominent 
than in Nigeria, the ATA approach is similar to the Asian Green Revolution (GR) 
strategy, where an initial focus on import substitution for wheat and rice in high 
potential irrigated areas led the successful rural transformation that followed. Like the 

                                                 
9 Agriculture and Rural Poverty in Nigeria, World Bank 2013 (forthcoming) 



14 
 

Asian model, the ATA assigns a lead role to the state in driving and orchestrating the 
strategy within each of the selected value chains, and in using financial incentives and 
import charges to encourage this growth. Unlike Asia, however, it promotes private 
sector-led growth and will rely on public-private partnerships rather than state run 
marketing and financial institutions. 

40. The approach will be costly with a number of subsidy programs and provision of 
public goods and services. Total government cost estimates for the ATA are not 
readily available, but on average Asian countries spent 11-13% of their total budgets 
on agriculture during the early GR era and received extensive financial support from 
key donors. Nigeria may need less if it can successfully draw in private sector 
investment, and there are not nearly as many large state institutions to support in the 
plan, but a significant increase over the current estimated 4-5% consolidated (Federal 
plus States) budget share for agriculture will be required.  

41. Women play a prominent role in agriculture and women farmers need to be 
identified as a key target group in the ATA. The recent report “Gender in Nigeria” 
(DFID, 2012) states that women provide 60-79% of the rural labor force. Recognizing 
gender differentials will be important to the ATA program’s overall success. For 
example, women are more involved in growing cassava than men, and are more 
involved in growing staples than high value exports. Women are particularly active in 
trading and processing, which implies that the ATA’s emphasis on value chain 
development has the potential to benefit women. Also, women are key to improving 
nutrition outcomes in the country. Reducing women’s workloads through appropriate 
agricultural technologies, addressing their bargaining power within house-holds by 
enabling policies that puts more income directly in to the hands of women, are, for 
example, some key pathways to improving nutrition outcomes that can be enabled 
through the agriculture sector. 

42. The Agenda is different from past efforts in that it pursues much needed policy 
and institutional reforms. A summary of policy interventions that have sector wide 
impact is provided below: 

• The government is getting out of direct fertilizer procurement and distribution, and is 
instead implementing a subsidy for this input through targeted vouchers redeemable 
from private input kiosks. This is providing new opportunities for the private sector 
and improving the supply, timeliness, and nutrient balance of the fertilizers that 
ultimately millions of farmers will receive. This reform agenda is supported by the 
introduction of new legislation. 

• Development of Staple Crop Processing Zones (SCPZ) is being promoted with special 
tax breaks and through complementary public investments in infrastructure. Farmer 
organizations will also be supported to supply processers.  

• The Nigerian Incentive-based Risk Sharing for Agricultural Lending (NIRSAL) is 
being established to improve access to financing at all levels of value chains. This will 
involve supporting banks with credit guarantees, insurance, technical assistance, and a 
bank rating scheme.  

• Co-investments are being made with state governments in infrastructure and irrigation. 
• Reform of the agricultural R&D system is underway and includes conversion of the 

Agricultural Research Council to a National Agricultural Transformation Agency like 
EMPRAPA in Brazil. 
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• Reform of the agricultural extension system aims to make it more market oriented and 
to serve other businesses along value chains as well as farmers. 

• Revision of the Land Use Act is envisioned to enable easier access to land for 
investors in agriculture. 

• High level political support is being consolidated through the creation of the 
Agricultural Transformation Implementation Council (ATIC) with the President as the 
Chair.  

 
43. There are some elements of the ATA that may compromise its predominant 
private sector orientation, but that can be managed as part of the operation. There are 
various subsidies and import charge mechanisms built into the ATA policies for fertilizers, 
seeds, credit and machinery. As part of the policy monitoring process, an adjustment path for 
scaling back on some of these incentives is required. Other countries’ experiences illustrate 
that in the absence of an exit strategy when setting up  an agricultural subsidy system, risks 
are high of getting locked into high levels of financial support for agriculture the initial 
reasons for the subsidies having long  been outgrown. This might be seen as a second 
generation problem, but a little foresight now in designing the ATA subsidies might facilitate 
a much easier exit when the time comes. The original ATA documentation also mentions the 
use of minimum guaranteed prices for a range of farm products, but this has not moved to 
detailed planning or implementation.   In short, in the judgment of Bank staff, the phased 
approach taken by the ATA is an acceptable path to increasing agricultural output in the short 
term, while in the longer term, reducing the import charges on staples would be a necessary 
part of a sustainable strategy to increase productivity and reduce poverty.  

ATA IMPLEMENTATION 

44. The successful implementation of the ATA will require continued careful 
attention that sometimes ambitious incentives policies are adequately calibrated 
to draw robust private sector interest and capacity. Three dimensions in particular 
will be integral to such successful implementation of the ATA:  

(i) Creation of an enabling policy environment aimed at enhancing the competitiveness 
of the sector in the medium-to-long term by improving the effectiveness of public 
spending and encouraging private sector investments in Nigerian agriculture; 

(ii) Establishment of effective implementation modalities through improvements in the 
current sector institutional framework that would allow for a more demand-driven and 
decentralized decision-making model with improved complementarity (rather than 
duplication) of local government, state and federal responsibilities; and  

(iii) Ability to structure and support agriculture and agribusiness investments with 
clearly defined roles for both the public and private sector. As concrete results are 
generated on the ground, lessons learned will feed back into the policy and 
institutional reform process under (i) and (ii) above. 

 
45. As discussed in Section IV, Bank support to the ATA intends to focus on 

implementation through various investment lending and technical assistance 
operations, while the AgDPO would support the policy reform agenda. With initial 
steps taken in 2011 to scale up public resources allocated to the agriculture sector, 
AgDPO resources would provide additionality for further increases that are warranted.  
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46. Already implemented (2012) or planned (2013 Budget), as part of the ATA 
overall set of policy instruments intended to drive competitiveness improvement 
in strategic agricultural commodities, is a significant increase in some trade 
tariffs, excise taxes and trade restrictions for food staple imports (as well as 
reduction in border taxation of specific inputs). Announced to be introduced with 
the 2013 Budget are:  (i) tariffs on refined sugar to increase from 35% to 80% (excise 
levy of 20% plus custom duty of 60%); and on raw sugar from 5% to 60% (excise levy 
of 10% plus custom duty of 50%); (ii) zero import duty on machinery and spare parts 
for domestic sugar manufacturing; (iii) for rice (both brown and polished) an increase 
to 110% border taxation (excise levy of 100% and import duty of 10%).  Already 
implemented in 2012 were: (i) a ban on cassava flour imports; (ii) for polished rice an 
increase to 50% in border taxation from 10% in 2011, and for brown rice an increase 
to 30% from 5% in 2011; (iii) for wheat flour an increase in border taxation to 100% 
from 35%, while wheat grain increased from 5% to 20%. These significant levels of 
import charges may spur investment throughout the targeted value chains on 
expectations of improved financial returns, but with the risk of not on their own 
stimulating improved economic efficiency.  More important to productivity will be the 
other ATA policy measures to increase farm productivity and marketing efficiency, 
and thereby improve competitiveness of commodity value chains.  At the same time, 
there could be significant costs to consumer welfare from the border protection, along 
with risks that such high levels will divert formal imports to unrecorded imports that 
escape the full statutory taxation level.   

47. Market protection measures through import charges on rice are unlikely to 
stimulate increased local production and reduce import dependency in the short 
term. A recent review of policy options by IFPRI10 suggests that a substantial supply 
response to higher domestic prices will not occur in the short term due to the current 
small number of competitive rice producers. Technology adoption among the many 
low technology smallholder farmers is required and will take time (and will require 
support) while improving marketing and value chain efficiency will make additional 
important contributions to enhanced competitiveness of locally produced rice. In the 
short term, to the extent that import tariffs pass through to higher domestic prices, this 
will potentially reduce effective demand, hurting poor urban (and rural) consumers. In 
addition, import tariffs might encourage under-reporting and smuggling, thereby 
potentially negatively affecting market efficiency and performance. Indeed, the 
preliminary evidence through early 2013 is that domestic food staple price changes 
more closely paralleled general CPI increases than changes in their statutory border 
taxation. 

48. Provision of support to technology development and adoption has commenced 
and has begun to improve agricultural input supply chains. According to a recent 
government progress report on the implementation of the ATA11, 1.2 out of the total 
estimated 14 million farmers accessed fertilizer and seed from private agro-dealers 
during 2012. While the target of 5 million farmers was not achieved, this marks an 
important initial step during which 25 private seed and fertilizer companies and 
several hundreds of agro-dealers established their supply chains. An electronic 

                                                 
10 Achieving Rice Competitiveness and Growth in Nigeria – Policy Options. Presented at the IFPRI Nigeria 
Strategy Support Program Conference, Abuja, November 2012 
11 The Agricultural Transformation Agenda. Presented by the President of Nigeria, Goodluck E. Jonathan, at the 
World Economic Forum meetings in Davos, January 2013 



17 
 

voucher system was used to target pre-identified smallholder farmers and to 
administer a partial subsidy. This new system replaced an existing subsidy program 
that was widely considered as ineffective and flawed. Voucher redemption rates have 
improved from 11% to 85% (2012, FMARD). 

49. Public and private investments in market and value chain development are being 
made. According to the ATA progress report, the private sector is investing in 
240,000 tons of rice milling capacity and financing for additional processing capacity 
is being secured. An important component of the ATA is the Staple Crop Processing 
Zones (SCPZs), which are publicly supported and private sector financed agribusiness 
production and value addition centers. A pilot SCPZ is planned to commence 
operations in Agbadu in 2013. A number of local and international agribusiness/food 
companies have expressed an interest, and some have made investment commitments 
in various value chain projects. 

 

Agriculture Sector Public Expenditure 

50. Appropriate levels and composition of public expenditure in the agricultural 
sector are essential for provision of public goods and services and to “crowd in” 
private investment. At this point in time, a clear picture of consolidated public sector 
expenditure support for agriculture is not available, but work has been initiated to 
achieve this.  A comprehensive analysis of Federal (and a sample of State and local 
government) public expenditure was last completed in 2008, and an updating of this 
analysis is underway in FMARD with support from the World Bank.  Difficulties in 
mobilizing expenditure information though, particularly from the FMARD’s agencies 
(40) which have not yet been integrated into the main Ministry’s computerized budget 
information system, mean that the completion of data collection and analysis will be 
possible only beyond the preparation calendar of this first AgDPO.  What can be 
discerned with available information is that the Federal Government budget allocation 
to agriculture jumped by nearly a third with onset of the implementation of the ATA in 
2011, but this still only reached just under 2% of the total Federal Government budget.  
Extrapolating from the earlier (2008) public expenditure analysis, when the sample of 
state and local governments indicated that these levels of government combined to 
contribute nearly two-thirds of consolidated government expenditure in agriculture, a 
rough estimate of total public sector spending for agriculture would still approximate a 
level well short of that reached by other developing countries that have sustained 
sector growth rates around 6%.   

51. PFM capacity at FMARD is being strengthened and will help address the 
expenditure information shortcomings that currently handicap decision-makers. 
At the main Ministry level, ongoing roll-outs include implementation of an integrated 
personnel and payroll information system (IPPIS), of procurement management 
consistent with the Public Procurement Law (2007), the Treasury Single Account and 
electronic payment system, and the overarching Government integrated financial 
management information system (GIFMIS).  Also at the main Ministry level, self-
generated revenues are managed consistent with specification of turnover to the 
Treasury required by the Fiscal Responsibility Act (2007).  A cadre of about 30 
internal auditors report monthly to the FMARD Permanent Secretary, who functions 
as Chief Accounting Officer, on administrative and financial operations. The main 
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task for completing this PFM architecture in FMARD is to integrate its Agencies into 
the payroll (IPPIS), Treasury Single Account and electronic payment system, and 
revenue management requirements. Finally, with the recent FMARD initiative to de-
concentrate staff to the State (37) and zonal (6) levels of Government, to get FMARD 
programs and services closer to farmers, an assessment will be made during 2013 of 
whether/how to establish these new offices as costs centers, integrated into the 
Ministry’s PFM systems. 
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IV. BANK SUPPORT TO THE GOVERNMENT’S PROGRAM 

LINK TO CAS 

52. The proposed AgDPO operation is in line with the strategic focus of the CPS 
FY10-13 and contributes directly to its targets and outcomes.  The pillar I of the 
CPS FY10-13 is to achieve and sustain growth in the non-oil economy and the 
AGDPO will contribute to this objectives.  In particular, the operation will contribute 
to outcomes related to building sustainable agricultural development and market 
access. The CPS recognized that in order to sustain recent growth in the agriculture 
sector and its significant contribution to a robust growth in non-oil economy (largely 
driven by expansion in cultivated areas), there is a deliberate need to increase 
agricultural productivity. Increase in agricultural productivity is only possible when 
farmers have adequate access to and adopt agricultural technologies, and improve the 
use of irrigation. The AgDPO directly respond to this by supporting policy and 
institutional reforms needed to achieve this.   

53. The AgDPO series will contribute to the new CPS FY14-16 outcomes on 
supporting sources of growth and competitiveness. The new CPS under preparation 
has identified the agriculture sector as a potential source of inclusive growth and a 
sector where the Bank will scale up investment. The policy and institutional 
bottlenecks that must be addressed to unlock the potential are addressed in the 
AgDPO.  

COLLABORATION WITH THE IMF AND OTHER DONORS 

54. All development partners active in the agriculture sector have aligned their 
programs to the ATA (USAID, IFAD, EU, DFID, AfDB, FAO, UNDP, AFD, JICA, 
GIZ, and the World Bank). A policy group comprising of USAID, DfID, World Bank, 
and FMARD, convened and assisted by IFPRI, is developing a joint ATA policy 
matrix to provide a holistic overview of policy areas and policy reforms needed to 
implement the ATA, and that will form the basis for the World Bank and USAID 
policy programs (AgDPO and New Alliance for Food Security and Nutrition 
respectively). The draft matrix in its current form has the following policy areas: (1) 
Increase private sector participation in the production & distribution of seed and 
fertilizer;   (2) Increase farmers’, agro-dealers’ and agro-businesses’ access to private 
sector credit;   (3) Improve performance of the agricultural extension system;   (4) 
Improve food security and nutrition; and (5) Improve the business environment to 
enhance private sector investment.  In addition, there are substantial funding 
commitments to support specific interventions of the ATA such as the Staple Crop 
Processing Zones (SCPZ), for which UNIDO has mobilized resources for technical 
assistance and overall coordination, while other partners are complementing this with 
support for specific zone master planning and implementation.  Further, USAID has 
provided FMARD with support through an overall assessment of institutional capacity 
building needs for ATA implementation, and this is informing FMARD initiatives and 
external partner support, e.g. a recently completed agreement with Sasakawa 2000 on 
implementation of the FMARD extension reforms in conjunction with selected pilot 
States. 
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55. The development of the AgDPO, including the selection of policy priorities, is 
contributing to the ATA policy dialogue, and the articulation of a comprehensive 
and evidence-based policy reform agenda. A structured policy dialogue and joint 
FMARD-Development Partner planning process is ongoing, as a result of which a 
sector-wide policy matrix is expected to be developed.  

RELATIONSHIP TO OTHER BANK OPERATIONS 

56. Bank broad support to the ATA is being pursued through an adjustment to its 
agriculture sector portfolio, with structuring along three dimensions: (i) an 
Agricultural Transformation DPO that would underpin the required enabling policy 
framework; (ii) assistance through South-South collaboration, notably with Brazil, to 
collaborate and strengthen the established institutional framework for ATA 
implementation; and (iii) investment lending to support selected elements of the ATA 
agenda. Within the Bank’s project portfolio, West Africa Agriculture Productivity 
Project (WAAPP), FADAMA III, Commercial Agriculture Development Project 
(CADP), RAMP II and GEMS are well suited to support envisaged investments under 
ATA, focusing their support on selected segments of the prioritized value-chains 
under the ATA with the whole providing a solid program of integrated support. 

57. The Bank investment lending portfolio is making valuable contributions to 
assessing and addressing gender asymmetries, thus supporting the AgDPO 
reform agenda and the ATA. GEMS has gender assessments and a full-fledge 
strategy to mainstream gender throughout the project (mostly implemented in DFID 
components). Fadama III has taken several measures to enhance women’s role in 
farmer groups and ensure equitable access to services. RAMP II has undertaken a 
study on the impact of the project on women and the potential role of women in 
maintenance gangs. 

58. The West Africa Agricultural Productivity Program (WAAPP) will play an 
important role in supporting the upstream input supply segment of prioritized 
value-chains under the ATA by resolving constraints associated with the production 
of breeder and foundation seed.  Access to good quality seed is a significant constraint 
across most of the prioritized value-chains under the ATA. WAAPP will contribute to 
technology development, both public and private, and the regional transfer of 
technology. WAAPP will also support the institutional reform process captured in the 
AgDPO and that will propel the development of private sector led fertilizer and seed 
industries. 

59. Given its national coverage and focus on on-farm productivity, FADAMA-III, an 
agriculture development project, is well positioned to support smallholder farmer 
access to both the input and production components of priority value chains 
under the ATA (including agricultural activities that contribute to improve 
nutrition outcomes) and would support the AgDPO’s technology policy area. 
Regarding the provision of inputs, FADAMA-III is an important vehicle to roll out 
ATA’s Growth Enhancement Scheme (GES) by upgrading its current input support 
program from a traditional voucher system towards the use of SMS-based targeting as 
envisaged under the GES scheme. Likewise, FADAMA III will continue to support 
building capacity in agro-input marketing and organizing farmers groups for the 
production of certified seeds including in collaboration with interested private seed 
companies. FADAMA III is also strengthening extension services with potential for 
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scaling up its ongoing ICT pilot for technology transfer across the country. The project 
is also positioned to support Government efforts to increasingly focus extension 
services and knowledge transfer on the application of climate-smart agriculture 
practices, as well as extend those to cover both production and consumption of 
appropriate foods and diversified diets by vulnerable groups such as women and 
young children. Additional finance is under preparation to enable FADAMA III 
expansion in these areas. 

60. CADP is supporting the ATA’s agenda on investments in post-harvest 
management and processing, which complements anticipated support under the 
AgDPO, and additional finance is being considered to extend such activities. 
Opportunities are being assessed to provide support to agro-processing zones by 
investing in rural roads, energy, markets and the establishment of out-growers 
schemes based on economic and financial feasibility of proposed agro-processing 
zones. Support to food staple value chains already include measures that link to 
nutritional outcomes, such as aflotoxin control (CADP), which has a positive impact 
on nutritional stunting and health outcomes. Additional finance is under preparation to 
enable CADP expansion in support of the ATA.  

61. Nigeria’s Rural Access and Mobility Project (RAMP II) would provide support 
for establishment of major roads infrastructure that would be associated with the 
establishment of envisaged agro-processing zones under the ATA.  Spatial analysis 
would provide an input in assessing the feasibility of providing infrastructure support 
to such processing zones in the selected States. 

62. The Growth and Employment in States (GEMS) project would provide necessary 
support to facilitate private sector investments in post-harvest management and 
processing, including investment promotion of envisaged agro-processing zones, and 
access to finance, particularly for domestic investors. 

63. In direct support of agricultural sector management (Policy Area 4), Bank-
administered TA, funded by the Bill and Melinda Gates Foundation (P119400) aims to 
assist FMARD in conducting an agriculture sector public expenditure review of 
federal level expenditure (under way), and accompany this with an assessment on 
a sample basis of state and local government (LGA) expenditure (which may 
comprise almost half of total consolidated government public expenditure in the 
sector). This assessment will help ascertain public expenditure levels, composition 
and coordination among Federal, State and LGA expenditure activities, assess the 
consistency of these with ATA priorities, and strengthen the foundation for improved 
public financial management and resource allocation decisions within FMARD. 

64. The recognition of climate change and the inclusion of climate resilient 
agricultural approaches in national strategies and programs is being supported 
by the Bank including through the Nigeria Erosion and Watershed Management 
Project (NEWMAP) that supports livelihood restoration activities in erosion 
damaged communities and areas, initially in southeast States with additional States to 
be phased in over the project lifespan.  

LESSONS LEARNED 
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65. A number of agriculture sector DPOs have been implemented in recent years, 
although in the Africa region this instrument has only been implemented in 
Ghana. At the corporate level, there is increasing focus on using sector development 
policy lending for supporting agricultural growth and rural development under the 
Africa-wide CAADP program, which provides a framework for program support and 
coordination among donors. As a result, an agriculture sector DPO has recently been 
appraised in Mozambique, and is under consideration in several other countries, 
including Senegal and Burkina Faso. 

66. Ghana’s two recent AgDPOs played a role in implementing Ghana’s CAADP 
Compact and agricultural sector investment plan. The Implementation Completion 
Report for the first and second AgDPOs found that sector development policy lending 
was a flexible instrument that provided additional resources to the Government of 
Ghana to implement a country-owned program of policy and institutional reforms. 
Reforms under the first AgDPO series focused on post-harvest management, market 
access, irrigation management, research, and agriculture and fisheries sector 
management. Implementation of the policy agenda supported by the AgDPO series 
contributed to overall growth in the agricultural sector. The government viewed the 
DPO as complementary to investment lending operations because of its policy focus 
and the “earmarked” resources it made available. The implementation arrangements 
were consistent with the principles of aid effectiveness, country ownership, leadership, 
management for results accountability, and use of country systems. 

67. Recent experience from Mozambique with the on-going series of PRSCs 
underlines the need for a longer term, programmatic, sector-specific approach to 
achieve measurable outcomes through policy and institutional reforms. Progress 
on poverty reduction under the various PRSCs has been less significant than initially 
anticipated, giving rise to the development of two programmatic DPO series in support 
of the climate change and agriculture agendas and country investment plans, 
deepening the policy dialogue and supporting the implementation of ambitious sector 
reforms.  

68. Niger’s two Rural and Social Sector Policy Reform Credits have played a major 
role in drawing attention to the institutional and policy reform agenda that was 
required for a successful implementation of the multi sector National 
Agricultural Action Plan. As the 2008 Implementation Completion Report 
highlights, institutional reforms implemented under the two DPOs contributed to 
improving the performance in irrigation, agricultural statistics, or in food security and 
natural disaster management. However, at the end of the second operation, it became 
clear that with no significant increase in the allocation of public funds to agriculture, 
the sustainability of the line ministry’s engagement in substantive policy dialogue 
would be in danger. This is an important lesson for development partners who will be 
supporting the implementation of the ATA. The agriculture PER exercise would 
provide an important planning and dialogue function on resource allocation, while the 
ATA policy analysis group would ensure that the ATA policy reform agenda 
continues to be active and relevant following the completion of the AgDPO series. 

69. The 2012 Development Lending Retrospective prepared by the World Bank's 
Operations Policy and Country Services (OPCS) reports that the performance of 
IDA-funded Development Policy Lending improved in recent years, as measured 
by the Bank’s Independent Evaluation Group. During the period under review, the 
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average number of prior actions dropped from around 20 to 10, perhaps indicating that 
the judicious selection of policy areas with few but substantial prior actions and 
triggers increases the likelihood of achieving the desired outcomes. At the same time, 
more operations used results indicators based on baselines and targets, contributing to 
improved performance. Consistent with OPCS recommendations, the AgDPO series 
proposed for Nigeria is based on a reform agenda with a small number of carefully 
selected policy areas, and the results framework contains baselines and targets. 

70. The 2012 OPCS review highlighted the role of DPOs in coordinating aid and 
achieving greater alignment in the policy dialogue in many (although not all) cases.  
The AgDPO series for Nigeria will support the medium-term ATA which now serves 
as a mechanism for aid coordination. The experience from Ghana indicates that an 
AgDPO series can indeed strengthen the policy dialogue. By stimulating the policy 
dialogue with a focus on policy implementation, which is often the missing link in the 
process, the AgDPO series in Nigeria is expected to add value in a similar way.  

71. Internalizing and implementing the ambitious ATA policy agenda by FMARD 
and other sector-relevant MDAs will require attention to the institutional 
grounding of policy implementation and selective capacity strengthening. The 
experience from Ghana is that the policy and planning unit within the Ministry of 
Food and Agriculture had the capacity to engage in policy dialogue to identify a 
reform agenda, but the unit struggled to integrate the priority policy issues in the 
Ministry’s management process. This experience points to the need to identify 
whether the capacity exists to absorb the policy agenda that the AgDPO supports, and 
the additional focus on policy implementation.  A component of such capacity, where 
the sector strategy is opening space for greater private sector activity and 
responsibility, is sufficient public regulatory ability to ensure competitive behavior 
and market structure. In Nigeria, FMARD has begun to strengthen a policy unit within 
its Department of Policy, Research and Statistics to focus on ATA policy design and 
monitoring, which is a good start.  For input markets, including fertilizers, seeds, 
credit and insurance, the ATA is expressly strengthening the institutional foundations 
for such competitive markets and their regulatory oversight. 

72. Due to the nature of budget support, the difficulty of attribution of achievements 
and results requires a carefully designed results framework. Ideally, the Results 
Framework is based on an existing M&E framework. The availability and timing of 
release of agricultural statistics needs to be considered. In Ghana, some baseline data 
were not available at the time of design of the first operation in the second series. In 
the interim, anticipated changes were expressed as percentages, and values were added 
at a later date. A similar approach will be needed for the Nigeria AgDPO. 

 

ANALYTICAL UNDERPINNINGS 

73. Productivity growth in staples has the greatest potential impact on poverty 
reduction. IFPRI analysis of growth options in agricultural sub-sectors so as to meet a 
six percent annual sector growth target and to   reduce poverty in Nigeria between 
2009-2017, using an economy-wide, dynamic computable general equilibrium model, 
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identified significant potential for reaching these targets.12    The report emphasizes 
that in designing an agricultural strategy and in prioritizing growth, it is important to 
consider the following four factors at the subsector level: (i) the size of a subsector in 
the economy, (ii) growth multiplier effect through linkages of a subsector with the rest 
of the economy, (iii) poverty reduction – growth elasticity effect through growth 
primarily led by a subsector, and (iv) market opportunities and price effect for 
individual agricultural products. A conclusion from the study is that it will be difficult 
for Nigeria to meet MDG 1 under its current growth path unless there is a significant 
improvement in agricultural productivity and in efficiency of public spending. 

74. Interim findings of an ongoing study on agriculture and rural poverty suggest 
that a one percent increase in agricultural productivity will decrease the 
likelihood of being poor by between 2 and 3 percent.13 The determinants of 
agricultural productivity include access to land, use of fertilizer and pesticides, 
availability of labor, ownership of livestock, and access to extension services are 
positively related to increased productivity. Diversification is important for rural 
households within and outside agriculture. On-farm diversification contributes to 
higher productivity through crop-livestock interaction and improved soil fertility 
management. Households with a nonfarm activity are less likely to be poor. The data 
suggest a significant positive relationship between access to credit and a lower 
likelihood of being poor.  

75. In preparation for the planning of this operation, an internal Synthesis Note was 
prepared to provide an overview of critical constraints and key opportunities 
that are deemed relevant to put Nigerian agriculture on an accelerated and 
sustained growth path.  It covers the following areas: (i) sector potential, and drivers 
and protectors of growth; (ii) public expenditures; (iii) business investment climate; 
(iv) technology; (v) irrigation; (vi) factor markets; and (vii) output markets. It reflects 
major conclusions and recommendations of analytical work conducted by the Bank 
and other development partners, particularly IFPRI, since 2005. A summary of key 
findings is provided below. 

76. Capturing agriculture’s growth potential will require a shift from area expansion 
fueled by land conversion, to systems intensification fueled by on-farm 
productivity growth as the main driver of growth in the sector.  This shift will 
need to be accompanied by unlocking value-added potential in the down-stream 
segments of major agriculture value-chains, including improved post-harvest 
management and expanded agriculture processing capacity, as well as addressing risks 
to growth from land degradation and climate variability and change. 

77. Increasing productivity and competitiveness of Nigerian agriculture can only be 
achieved by scaling-up public expenditures and improving their efficiency.  
Towards this end, the Bank is providing support to initiate assessment of public 
expenditure in the sector at both the Federal and State levels. Scaling up of public 
investments also needs to be accompanied by policy measures and relevant incentives 
to improve the business investment climate with the aim to crowd-in private sector 
investments in Nigerian agriculture.  For the Small and Medium Enterprise segment of 

                                                 
12 Diao, X., M. Nwafor, V. Alpuerto, K. Akramov, and  S. Salau.  2010. Agricultural Investment for Growth and 
Poverty Reduction in Nigeria. IFPRI Discussion paper 00954. 
13 Agriculture and Rural Poverty in Nigeria, World Bank 2013 (forthcoming) 
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the private sector, the Bank has recently completed a study on financing needs of the 
sector, using survey results to clarify both the demand (enterprise) and supply 
(financial institutions) sides of financing needs, constraints, and program design and 
scale-up. 

78. There is an urgent need for bold public sector action to improve farmer’s access 
to improved technologies in a manner that simultaneously fosters the 
development of input markets and takes into account the likely impacts of 
climate change. There is a need to overhaul the current research system which is 
extremely fragmented with more than 80 governmental and 60 higher education 
systems involved in agricultural research.  All research conducted by public agencies 
should take place in the context of a clearly articulated national agricultural research 
policy, designed to reflect the priority needs of farmers and agribusiness enterprises.  
Public funding for agricultural research, estimated at about 0.02 percent of GDP, falls 
far below the already low average for Africa (0.85). The enactment of transparent and 
non-burdensome regulations relating to varietal release and registration, seed 
certification and quality control, and seed health monitoring is required. Climate 
change and on-going land degradation threaten the sector’s stability and productivity, 
and will require special attention. 

79. Current input subsidy administration in Nigeria has benefited from the lessons 
learned in the assessment of the old system of fertilizer distribution and the pilot 
of fertilizer voucher system. An assessment of the 2009 Fertilizer voucher program 
in Kano and Taraba States in Nigeria showed that even though the program increased 
access to fertilizer among participants, it was unable to guarantee better quality 
fertilizer and timeliness in its delivery.14 Another study suggested enormous 
mistargeting, with only 10% of subsidized fertilizer available to farmers at the 
intended subsidized price. Related studies that examined the impact of the fertilizer 
subsidies on commercial fertilizer market concluded that success of the new fertilizer 
subsidy scheme in Nigeria partly depends on effectively reducing the crowding out of 
private input traders in the fertilizer market.15 16 17 This can be done not only through 
improved targeting of beneficiaries and ending the participation of government and its 
agencies in fertilizer marketing and distribution, but also by implementing effective 
complementary policies for enhancing the development of private fertilizer suppliers. 
These findings have informed the new agricultural input subsidy scheme (growth 
enhancement support-GES) which is more targeted and has plans to establish a law to 
regulate and control the quality of fertilizer and seed in Nigeria. The need to 
implement these policy and institutional reforms has guided the preparation of the 
AgDPO.  

80. Evidence from small scale irrigation demand literature suggests that expansion of 
small scale irrigation and private sector investment must come with necessary 

                                                 
14 Liverpool-Tasie, L. S. O., A. B. Banful, and B. Olaniyan. 2010. An assessment of the 2009 fertilizer voucher 
program in Kano and Taraba, Nigeria. 
15 Liverpool-Tasie, L. S. O., A. Auchan, and A. B. Banful. 2010. An assessment of Fertilizer Regulatory 
framework in Nigeria. NSSP Working Paper # 28. International Food Policy Research Institute. 
16 Liverpool-Tasie, L. S.O, Olaniyan, B., S. Salau and J. Sackey 2010. A review of fertilizer policy issues in 
Nigeria. NSSP Background Paper 019 http://www.ifpri.org/publication/review-fertilizer-policy-issues-nigeria 
17 Takeshima, H.,, E. Nkonya and  S. DEB  2012.  Impact of Fertilizer Subsidies on The Commercial Fertilizer 
Sector in Nigeria: Evidence from previous Fertilizer Subsidy Schemes.  NSSP Policy Note 34 International Food 
Policy Research Institute. 

http://www.ifpri.org/publication/review-fertilizer-policy-issues-nigeria
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policy reforms.1819 Small-scale private irrigation schemes (SPRI) have been the major 
driving force behind the expansion of irrigated areas in Nigeria largely resulting from 
the adoption of pump irrigation. Investment in small and large scale irrigation 
infrastructure will need to go hand in hand with institutional reform. Considering that 
only about 0.7% of all cultivated lands in Nigeria are under irrigation, it is difficult to 
envisage that the full growth potential of the agriculture sector can be captured without 
significant investments in irrigation, that take into account the sobering track record of 
such investments in the past.   

81. A note by the World Bank on gender and livelihoods is under preparation, using 
the 2011/12 wave of the General Household Survey, and which will assess 
information on gender differentials in participation in crop, livestock, staple, and cash 
crop production under the national Fadama program.  Among the preliminary findings, 
the study demonstrates the need to unpack “gender” and account for the diversity of 
women’s experiences in the agriculture sector.  Household structure and the socio-
economic status and resources of female beneficiaries affect their performance in 
Fadama User Groups (FUGs) and their capacity to leverage additional income to 
increase their economic security and autonomy. Not only do women organized in 
these groups have differentiated access to benefits (e.g. processing assets, credit) 
under the program, their level of access is also affected by their initial economic 
endowment and their social position. Women also have quite different ways of 
expending additional income, partly depending on their household needs and 
obligations which vary, for example, with their marital status and the characteristics of 
their household.  Second, men plan a critical role in supporting the selection and 
participation of women in female FUGs and in some cases the expansion of their 
business, and there is more generally a strong interdependence of men and women in 
agriculture activities.  In the cassava and palm oil value chains, for example, women’s 
access to new resources has supported the building of co-production with spouses and 
male relatives.  

82. If agriculture is to make a sustained contribution to long-term growth, it needs to 
become more climate resilient. Recent analytical work undertaken by the World 
Bank indicates that unless action is taken now, climate change is likely to exacerbate 
Nigeria’s current vulnerability to weather variability, and limit its ability to achieve 
and sustain the objectives of Vision 20:2020.  Key impacts may include: (a) a longer 
term reduction in crop yields of up to 20-30%; (b) declining productivity of livestock 
with adverse consequences on livelihoods; (c) increase in food imports, up to 40% for 
rice in the long term; (d) worsening prospects for food security, particularly in the 
north and south-west; and (e) a long term decline of GDP of up to 4.5%. Impacts may 
be more severe if the economy diversifies away from agriculture at a slower pace than 
what Vision 20:2020 anticipates; or if insufficient investments are made in irrigation 
to counter the negative effects of raising temperatures on yields of rain-fed crops. 

                                                 
18 Takeshima, H., A. Adeoti and S. Salau  2010. Measuring the Effect of Transaction Costs for Investment in 
Irrigation Pumps: Application of Unobserved Stochastic Threshold Model to the Case of Nigeria. NSSP 
Working Paper 0015. http://www.ifpri.org/publication/measuring-effect-transaction-costs-investment-irrigation-
pumps. 
19 Takeshima, H., A. Adeoti, S. Okoli and S. Salau, 2010. Demand Characteristics for small scale private 
irrigation technologies: Knowledge gaps in Nigeria. NSSP Background Paper018. 
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83. The carbon footprint of agriculture is poised to decline, but is still likely to be 
sizeable.  Historically agriculture and lands use changes have accounted for the bulk 
of Nigeria’s carbon emissions (as much as 60% in 2005). World Bank analysis 
suggests that in a no-mitigation, reference scenario (consistent with the achievement 
of vision 20:2020 objectives), the sector will have a significant carbon foot print. 
While annual emissions are expected to decline both in absolute and relative terms -as 
expansion of cropping area dwindles compared to the past (and other carbon intensive 
sectors such as power or transport develop), the cumulative volume of emission is still 
likely to be sizeable, in the order of 2.8 billion tons for the period 2010-2035, which is 
almost the same amount of estimated historical emissions from all sectors in the period 
1900-2005. 

84. But agriculture can be more climate resilient and less carbon intensive, while at 
the same time raising productivity. There is a range of sustainable land and water 
management practices that can offset, or even reverse climate change impacts on crops 
and livestock; and many of them offer the added benefit of reducing carbon emissions. 
Climate-smart practices include conservation agriculture (such as integrated soil 
fertility management, water harvesting, minimum or no-tillage, agro-forestry), shifting 
sowing/ planting dates, crop rotation, or restoration of degraded pastures. For a subset 
of seven practices that more easily lent themselves to crop modeling, the Bank’s 
climate change assessment found that they can deliver improved yields (compared to a 
no-adaptation case) in 30% to 90% of the cases, depending on the crop, time horizon, 
climate model and agro-ecological zone considered. Over the long term (up to 2050), 
adapting to climate change though a combination of climate smart practices in about a 
third of rain-fed areas, and some 1.5 million hectares of additional irrigation (on top of 
the government’s long terms goal) is estimated to have benefit/ cost ratios in the range 
of 1.3 to 3. Similarly, on the emission front, a combination of conservation agriculture, 
avoided deforestation and improved pasture and livestock management can reduce 
cumulative carbon emission by 30% to 40% (compared to the reference scenario). 
More importantly for Nigeria, these practices can generate sizeable national benefits, 
in terms of the higher yields that would materialize after moderate upfront investment 
in labor and/or capital.  But these opportunities are unlikely to be seized without 
scaling up of public efforts (including those piloted in the last few years by Nigeria 
National Committee for Sustainable Land Management) to raise awareness on, and 
encourage the adoption of, “triple wins” technologies (higher yields, higher resilience, 
reduced carbon emissions). The overall social gains of public action to promote the 
“triple wins” are considerable: even after including the incremental private cost of 
upfront investments, and the extra public costs related to knowledge dissemination and 
extension, it is estimated, with that net national benefits are in the order of 0.2% of 
GDP. 

85. There is need for measures that improve the functioning of factor markets for 
farmers and private investors. Fewer than two percent of rural households have 
access to any sort of institutional finance in Nigeria. Although land is relatively 
abundant in Nigeria, there exist significant constraints to the acquisition of secured 
access to land for productive use.  There is a need for efforts and measures to improve 
labor productivity.  Relevant dimensions in this context include:  (i) education, there is 
a strong correlation between number of years of education of household head and the 
productivity and profitability of high-value crops; (ii) organization, participation of 
farmers in cooperative organizations is positively related with productivity and 
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profitability of crop production; (iii) gender, women generally have lower access to 
purchased inputs and natural resources in Nigeria. The role of women in agricultural 
production varies across Nigeria but the contribution is only beginning to be better 
documented on the basis of recent improvements in the General Household Survey. 
The informal and non-market activities that are widely carried out by women are 
scarcely captured in the National Accounts, thereby undervaluing their contributions 
and overlooking their impact on the economy.  

86. Improved on-farm productivity can only be translated into improved 
profitability if output markets function optimally. Addressing a number of critical 
issues could have a significant positive impact on the functioning of domestic markets. 
Incentives are required that would allow large-scale market participants, who currently 
prefer to buy spot, to invest in developing supply chains that provide reliable supply of 
assured quality products from the farmer to the consumer. Doing so would require 
more effective mechanisms to enforce contracts as well as modalities to share 
associated coordination costs. Moreover, regional production and trade networks are 
not very well developed among Nigeria and its neighbors. For SSA, intra-regional 
trade accounts for merely five percent of GDP and Nigeria is no exception to this.  
Further, inadequate infrastructure is often a constraint to efficient output markets, with 
current status and priorities for improvement examined in a recent study by the 
Bank.20  

87. A recent review of the ATA documents by a consulting firm (Accord Associates, 
2011) suggests that the program is ambitious. A key challenge will be a possible 
lack of implementation capacity on the part of the government, and getting adequate 
coordination to deal with the multi-sectoral dimensions of the strategy. In addition, the 
report finds that the ATA, while focused on production, is overambitious on  market 
and trade aspects. There is a need to prioritize investments and, through intensive 
consultation with the private sector, prioritize interventions that would enhance the 
commercial viability of public investments in key value chains.  

 
V. THE PROPOSED NIGERIA AGRICULTURE SECTOR DEVELOPMENT 

POLICY OPERATION 

OPERATION DESCRIPTION 

88. The program development objective is to strengthen the policy environment and 
institutional capacity to enhance agricultural productivity and market access 
among farmers, and to improve agriculture sector management. The operation 
will support the implementation of the Agricultural Transformation Agenda (ATA) 
through key policy and institutional reforms that form a basis for implementation of 
the ATA along the three dimensions as identified in Section III: (a) creation of an 
enabling policy environment; (b) establishment of effective implementation 
modalities; and (c) ability to structure and support concrete agriculture and 
agribusiness investments. More specifically, the AgDPO will encompass these 
dimensions through support of the ATA in four key policy areas: 

                                                 
20 Foster, Vivien and Nataliya Pushak (2011).  Nigeria’s Infrastructure: A Continental Perspective.  Africa 
Infrastructure Country Diagnostic (AICD) Country Report.  February 



29 
 

• Policy Area 1: Farmer access to improved technologies, including through 
development of input markets 

• Policy Area 2: Market development  
• Policy Area 3: Business investment climate 
• Policy Area 4: Agriculture sector management 

 
89. A number of cross-cutting beams are important for the operation both in 

establishing links amongst the Policy Areas and as well as links between the 
operation and other instruments that are receiving Bank support.  One such 
horizontal beam is the integration of climate change in the ATA, in terms of both 
increased climate resilience of the sector through agronomic and varietal research and 
water resources and irrigation management, and contribution to its low-carbon 
development: in particular, climate-related actions and milestones are included in 
Policy Areas 1 and 4.   Another beam is the improved access of women farmers to 
improved agricultural production technology, inputs and extension information, as 
well as financial services.  A final beam links agricultural sector activity with the 
improvement of nutritional outcomes. 

POLICY AREAS 

Policy Area 1: Farmer access to improved technologies, including through development 
of input markets 
 

90. The objectives in this policy area are to: (i)  enable farmer access to and adoption of 
seed and fertilizer technology, and the development of efficient and profitable seed 
and fertilizer supply chains; (ii) enable access for farmers to effective, publicly and 
privately delivered, extension services; and enhance agricultural research capacity and 
research-extension linkages. 

 
Seed and Fertilizer 
 
91. Under the Agriculture Transformation Agenda, comprehensive reforms within 

the seed and fertilizer sectors are being undertaken. Through a series of policy, 
program, and legislative changes, the responsibility for the production and distribution 
of agricultural inputs is being transferred to the private sector, while Government 
withdraws from physical procurement, distribution, and market participation, and 
establishes its planning and regulatory capacity. Various incentives are provided to 
firms and farmers through new and innovative programs which will require 
adjustments over time, as productivity gains and overall value chain competitiveness 
materialize. 

92. Until 2012, the private sector had been mostly supplying government’s fertilizer and 
seed distribution programs.  As such, the role of the private sector was limited to 
wholesale supplies, and that limited market structure provided little incentive for 
product development, innovation, quality control, and marketing.  With the 
liberalization of the seed and fertilizer sectors and the removal of direct government 
procurement and distribution, the private sector has the challenge to develop 
competitive supply chains that meet farmer demand, including wholesale and retail 
distribution, marketing and extension.  This is a fundamental shift that requires close 
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performance monitoring and regulatory enforcement.  The Growth Enhancement 
Support program is designed to assist in this transitional phase by identifying farmers 
and providing them with an incentive to purchase inputs from private dealers in the 
form of a discount on the products. The seed sector in Nigeria is regulated by the 
National Agricultural Seeds Council (NASC), established under the National 
Agricultural Seeds Act of 1992. In order to remove the state monopoly on the 
production of breeder and foundation seed, an amendment bill was passed by 
Parliament in 2011. The law’s purpose is to regulate seed production, quality and 
marketing, with the view of encouraging private investment in seed technology 
development (breeding), multiplication, and distribution. The role of the NASC would 
focus on quality control and assurance, a necessary task given the widespread 
availability of adulterated seed in the marketplace. 

93. In support of the implementation of the amendment bill, a new seed policy is 
required, based on a consultative process. The policy would be in line with and 
accommodate the ECOWAS seed harmonization regulation that will encourage intra-
regional technology transfer, avoiding lengthy approval processes for imported seed 
technology from ECOWAS member states, and provide an enabling environment for 
the private sector in technology development, seed multiplication and marketing, 
while clarifying the regulatory functions of registration, inspection, certification, and 
variety release, by the public sector. Approval of the new seed policy is a prior action 
that has been met. The policy was approved by the National Council on Agriculture 
(NCA) in April 2012. It spells out the roles of the public and private sector, and refers 
to the relevant legal texts. 

94. In response to the changed policy environment, new investments in seed 
technology development are being made. There are 12 research institutes that 
produce breeder seed. In addition, 34 private seed companies have formed the Seed 
Association of Nigeria, many of whom have breeding programs. A small number of 
companies (four, as of June 2012) produce hybrid varieties for maize, rice and 
sorghum. Many of the firms work with research institutes in developing their breeding 
programs. Planning of the seed sector under the ATA is based on the overall goal of 
incrementally reaching five million farmers each year, totaling 20 million farmers in 
four years. These are ambitious targets which will not be achieved without adequate 
supply chain planning, and without technology awareness creation and farmer 
demonstrations. Regulatory enforcement is extremely weak, as evidenced by the high 
occurrence of product adulteration, and technology adoption among farmers needs to 
be scaled up. A lack of manpower and logistics capacity exists for the certification of 
seed production fields, including a shortage of laboratories for seed testing.21  It would 
also seem to be in the interest of private seed marketing companies to increase quality 
control efforts along the chain, possibly facilitated through coordinated private sector 
self-regulation efforts, in close coordination with the seed certification process. An 
implementation plan will reflect the amended Seed Act and the Seed Policy, with a 
focus on seed technology dissemination and awareness creation, and regulation of 
seed production and distribution. Seed regulatory implementation capacity 
strengthened under National Agriculture Seed Council oversight through human 
resources (numbers, training), laboratory capacity and field presence would be a 
trigger for AgDPO2. A significant institutional capability will need to be established, 

                                                 
21 There are currently about 300 certification staff, which needs to increase to 1,500 (two staff in each Local 
Government), according to NASC. 
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requiring new or reassigned personnel to be trained and private sector coordination 
mechanisms to be established. While full implementation will not be achieved within 
the time frame of AgDPO 2, the creation of an institutional structure and the planning 
of technology outreach (see below) would constitute significant reform actions based 
upon which program implementation will begin to make progress. 

95. In order to support the demand side of the seed sector, promotion of technology 
among farmers needs to be scaled up. Some of the universities have seed extension 
villages, considered a good initiative by NASC. The ARCN is also working to 
establish agriculture research technology transfer centers, designed to bring new 
technology closer to farmers and extension staff, offering demonstration and training. 
The approval and funding of an implementation plan for improving seed technology 
awareness and adoption by farmers, under the leadership of NASC/FMARD/ARCN, 
would be a possible trigger for AgDPO2.  

96. Until recently, the fertilizer sector in Nigeria was managed and regulated by the 
National Fertilizer Board. With the implementation of the ATA, the state monopoly 
on fertilizer production and marketing was removed and FMARD became responsible 
for regulating the sector. Truth in labeling and adulteration of fertilizer products 
remain significant problems, similar to the seed industry, and call for new legislation 
and implementation mechanisms. 

97. A new law is required that officially liberalizes the fertilizer sector. Although the 
current government input support program already involves the private sector, and 
reflects the newly defined roles of the public and private sectors (see below), there is a 
need for these changes to be reflected in updated legislation. A new fertilizer law has 
been prepared that will effectively liberalize the fertilizer sector, facilitating private 
sector involvement and investment, and providing for regulatory oversight. The new 
law (the Fertilizer Quality (Control) Bill) would repeal the National Fertilizer Board 
Act and the Fertilizer (Control) Act and will provide for a capacity to monitor the 
importation, manufacture and distribution of fertilizer and related products, and 
quality control and assurance for fertilizer products. The existing Federal Department 
of Fertilizer (under FMARD) will be the implementing agency. Approval of the new 
Fertilizer Quality (Control) Bill by FEC and transmission to the National Assembly is 
a prior action that is expected to be met. The draft Bill is expected to be submitted to 
FEC by the Minister of Agriculture by end May 2013 .  In addition, consistent with the 
mandate established by the Bill, FMARD will begin to put fertilizer quality regulatory 
capacity in place with dedicated budgetary resources, inspectors mobilized and 
trained, operational manuals for quality inspection and analysis established and labs 
designated for quality analysis, as a trigger for AgDPO 2. 

98. Bold steps are required, and are being taken, to transform the previously existing 
fertilizer subsidy program into a holistic input support program. The previous 
fertilizer subsidy program was based on public procurement and distribution and 
reached very few (estimated at less than 10%) of the targeted farmers with very poor 
quality, often adulterated, product. Implementation modalities of the new Growth 
Enhancement Scheme (GES) have changed dramatically from previous input subsidy 
programs. Using mobile phone SMS-based vouchers, small-scale family farmers 
identified through an ongoing census and registration process are able to purchase 
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fertilizer and seed at subsidized prices from agro-dealers22, limited on the fertilizer 
side to two bags per farmer. The final retail price is market based, yet the subsidy 
amount is fixed. Hence, competition among multiple participating agro-dealers would 
keep prices at competitive levels. Private fertilizer importers/manufacturers and seed 
companies supply agro-dealers directly and pre-finance the program, assisted by 
NIRSAL-guaranteed bank credit, and benefiting from subsidized interest rates (7%, 
after a reduction of 8%).  In the 2012 first year roll out, 1.2 million farmers benefited 
from the program, at significantly lower unit budget costs, with ongoing farmer 
registration and GES strengthening anticipating a next phase scale-up to five million 
farmers in 2013.  The introduction of these new input support program modalities 
constitutes a major reform. The revision and implementation of agricultural inputs 
subsidy program modalities, whereby private sector distributes inputs to targeted 
smallholder farmers, eliminating direct government distribution, is a prior action that 
has been met. 

99. A comprehensive monitoring and evaluation framework will be required to 
monitor project progress, document successes and challenges for future use, and 
provide data that will allow program adjustments to be made. As with all new 
ambitious programs, there are teething problems. Farmer uptake (redemption) was  
lower than targeted in 2012, particularly in the south where the planting season had 
already got underway as the GES was just gearing up, and there is no baseline data of 
critical indicators, such as yield, while the capacity, particularly human resources, 
seems to be stretched. Based on improved data availability that will monitor value 
chain competitiveness and farm-level productivity and profitability, adjustments to the 
program can be made, such as subsidy levels, targeting effectiveness of the current 
farm area-based ceiling,  delivery modalities, and management of overall budget costs 
with the intended increase in eligible farmers reached. Input support should also aim 
to redress some of the salient gender asymmetries in the agriculture sector, and it will 
be critical to allocate a budget to specific gender studies and interventions. An 
adjustment path of fertilizer and seed support program modalities will be defined. The 
findings and recommendations will be reflected in subsequent input support program 
modalities and implementation procedure documentation, which would be a trigger for 
AgDPO2. 

Research and Extension 
 
100. In view of the significant yields gaps for almost all crops in Nigeria, the need for 

more effective extension services is paramount.  The current system is inadequate 
and action is required to:  (i) improve coordination among Federal and State extension 
services; (ii) improve the financial sustainability of extension services among other 
through partnerships with private extension providers and co-financing mechanisms; 
(iii) increase the accountability of extension agents to farmers and agribusiness firms 
through increased competition, including use of non-traditional channels; (iv) 
diversify the national extension service away from its focus on crops by providing 
services that meet a broader range of needs of farmers and agribusiness firms. A 
number of private sector players have already taken the initiative to run their own 

                                                 
22 In 2012, the subsidy amount was fixed at approximately 50% of 5,500 Naira per bag of urea or NPK and 50% 
of 180 or 220 Naira per bag of respectively open pollinated or hybrid varieties of maize or rice. The quantity of 
subsidized fertilizer procured under the program is estimated at 500,000 tonnes, out of a total estimated market 
demand of 1 million tonnes.   
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extension services (e.g. West Africa Cotton Company and Notore). However, 
considering the number of smallholder farmers that are to be reached, there is the need 
for a scale-up of agricultural extension services.  

101. FMARD has completed a report outlining its strategy to transform rural 
extension services. The extension service has been operated at the individual State 
level, with mixed results. The performance of State extension services is extremely 
variable, and extension capacity in many States is weak, often caused by limited 
technical and financial resources. Coordination and technical support from Federal to 
State levels to meet the changing demands on extension services has been identified 
by FMARD as a priority in the recently finalized report on the agricultural extension 
transformation agenda. The report highlights a number of reform measures, 
institutional structures, and proposes an ICT-based extension delivery system, using a 
value chain approach, including partnerships with private actors in building a 
pluralistic provider approach to extension delivery. As a first important step, FMARD 
is establishing an institutional structure, in the form of an Agricultural Extension 
Department, that will coordinate and support State level extension services. The 
establishment and funding of the new Agricultural Extension Department is a Prior 
Action that has been met. The Department was established in October 2012, an overall 
Director appointed, as well as heads for its four divisions responsible for: (i) 
coordination with States’ extension services; (ii) partnership with private extension 
service provision; (iii) extension platform innovation (e.g. e-extension); and (iv) 
extension outreach to women, youth and vulnerable farming groups.  Following this 
establishment of the department, an extension services capacity building program is 
being developed and rolled out, and implementation arrangements agreed between the 
department and its State-level counterparts through memoranda of understanding that 
have begun to be established for joint activities with monitorable benchmarks. 
Approval and funding of the extension services capacity building program is a trigger 
for AgDPO2. 

102. Research needs to be relevant, demand driven, and oriented towards the 
adoption of climate-smart technologies. This is the new vision of the Agriculture 
Research Council of Nigeria that is considering institutional reform in order to remain 
relevant in the agriculture sector. The current research system is extremely fragmented 
with more than 15 agricultural research institutes, three agricultural universities, 11 
colleges of agriculture, and 48 faculties of agriculture. There is no clearly articulated 
national agricultural research policy, nor a centralized research program that reflects 
priority needs of farmers and agribusiness enterprises. Constituting an important 
benchmark for AgDPO1, a committee has been formed by the Executive Secretary of 
ARCN and the Permanent Secretary of FMARD to develop a strategy document for 
the restructuring of ARCN. Terms of Reference for the development of the strategy 
have been prepared, and the exercise will be supported with funding from the Nigeria 
component of the West Africa Agricultural Productivity Program (WAAPP). Various 
institutional models are under consideration, particularly that of EMBRAPA in Brazil. 
Under such a model, ARNC would be a managing council of specialized institutes, 
with a strong emphasis on greater expenditure effectiveness through research program 
prioritization and de-fragmentation, on research-extension linkages, and on variety 
release capacity. In addition, there will be a research program dedicated to climate-
smart agriculture. The adoption of a restructuring plan for ARCN, to become a 
managing council with specialized institutes, and inclusion of climate smart 



34 
 

agriculture development as one of the pillars of the restructured ARCN, will be a 
trigger for AgDPO2.  

103. Future developments in research are expected to include a program of competitive 
funds for priority upstream research (including on climate-smart technologies), 
research programs in partnership with public sector institutions, universities and the 
private sector, and the development of agricultural technology transfer centers in rural 
communities. Activities related to climate change would be supported by the ongoing 
Nigeria Erosion and Watershed Management Project (NEWMAP).  Public breeding 
programs will increasingly collaborate and eventually compete with the private sector.  
This reality will influence the way in which ARCN will restructure and identify its 
added value by promoting climate adaptation, bio-fortification, and other priority 
technology agendas that will be rolled out and scaled up by the private sector.  Hence, 
the identification of research programs under the new structure will require close 
consultation with the private sector. 

Outcomes 

104. Expected medium-term outcomes in this policy area are an increased proportion of 
farmers using improved seeds and fertilizer, and increased effectiveness and efficiency 
of publically supported seed and fertilizer distribution systems.  Further, there will be 
enhanced responsiveness and accountability of extension services and also enhanced 
ability of the research system to identify and program research priorities of producers 
and other stakeholders. 

 
Policy Area 2:  Market Development 
 
105. The objective in this policy area is improved competitiveness in agricultural 

production and processing. 

106. The balance between potential gains to commodity producers with the potential 
negative impacts on consumer welfare will be important to keep under constant 
assessment, with this impact monitoring informing periodic policy review and 
possible adjustment of the mix of policies to attain an acceptable balance.  The 
government will put in place and operate a framework for regular monitoring of the 
progress on competitiveness gains in the value chains and of the impacts of the suite of 
policy interventions on consumers. Such assessment will be undertaken by a joint 
team encompassing staff from FMARD, the National Planning Commission, the 
Federal Ministry of Finance’s Department of Budget, and the National Bureau of 
Statistics, with assessment results submitted for review by a multi-ministry policy 
group (e.g. Economic Management Team, EMT) to determine if any adjustment in this 
suite of policies that would provide a better balance of impacts across consumer and 
producer groups. 

107. The government is identifying the analytical tools, monitorable indicators and 
decision-making mechanisms to implement this framework, as well as the 
capacity strengthening needed to allow for their timely deployment.  FMARD is 
in the process of strengthening its agriculture policy analysis unit that would 
contribute to the monitoring capacity for this purpose, in addition to the monitoring 
capacity that already exists in its technical departments.  Among the  monitoring tools 
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used will be the household socio-economic surveying and a rural producer survey 
currently carried out periodically by the NBS, as well as its monitoring of prices of 
different agricultural products at various market levels.  Tracking of poverty impacts 
of ATA policies on consumers will initially rely on assessment of realized domestic 
price changes on household budgets representative of different income levels and 
rural/urban locations.   The framework of monitoring, assessment and policy 
adjustment will be established and rolled out in 2013 so as to feed into the preparation 
calendar for the 2014 budget, and as a trigger for the AgDPO2, actual assessment will 
be undertaken, and any indicated improvements in outcomes that are available through 
a re-balancing of policy instruments (including import charge levels), will have been 
translated into policy adjustment announcements. Implementation of this policy 
monitoring framework will involve a number of ministries and agencies including the 
National Planning Commission, the Federal Ministry of Finance, the Federal Ministry 
of Agriculture and the National Bureau of Statistics, including coordination 
responsibilities that are being put in place. 

108. An important delivery mechanism for ATA support is the establishment of Staple 
Food Processing Zones (SFPZs), which will provide an incentive structure for 
private sector value chain investments in the form of infrastructure, tax incentives, and 
PPP opportunities.  As of early 2013, the Government had mobilized UNIDO support 
and technical assistance for the establishment of a strategic framework and 
implementation design for SFPZs, to be followed by preparation of master plans for 
specific SFPZs.  The proposed additional financing for the Commercial Agriculture 
Development Project as well as the Growth and Employment in States (GEMS) 
program will  support the planning and development of initially identified SFPZs. 
However, as a first measure, the investment environment needs to be clarified to 
potential investors. In order to attract and accommodate the necessary investors, the 
planned incentive structure needs to be clarified and formalized. An institutional and 
legal framework is required, which will be captured as a trigger under AgDPO2. 

Outcomes 

109. Expected medium term outcomes in this policy area are that agricultural producers, 
processors and other value chain actors are encouraged to invest in the sector, while 
the Government has established and implemented a framework for multi-agency 
monitoring of ATA impacts, on both producers and consumers, and directly informing 
policy decision making. 

 
 
 
 
Policy Area 3: Fiscal Policies: Improving the business investment climate 
 
110. The objective in this policy area is to enhance local market participation and local 

value-added through improved access to finance, in line with Principles of 
Responsible Agriculture Investments. 

111. Incentives are required to boost market liquidity through trade finance, and 
encourage investment in local value-addition through medium to long term 
credit. The Nigeria Incentive Based Risk Sharing System for Agricultural Lending 



36 
 

(NIRSAL) was established to provide risk sharing instruments in the form of loan 
guarantees to commercial banks. It was established in 2011 as a unit within the Central 
Bank of Nigeria and has guaranteed N 12 billion in loans at an average of 50% risk 
share. In addition, CBN provides interest rate subsidies to borrowers of 30% for on-
time repayment. The credit exposure is effectively on the books of CBN and, in order 
to ensure sustainability, it is necessary to turn NIRSAL into an independent entity with 
a clear mandate. The registration of NIRSAL as a stand-alone limited company is a 
prior action that has been met. The independent status of NIRSAL was approved by 
the President in October 2012 and its registration as a public limited company was 
completed in February 2013. Upon achieving its independent status, NIRSAL’s 
business plan and implementation plan will be approved and structured with attention 
to a fee structure adequate to be financially sustainable, reflecting its role as financial 
facilitator in key value chains, leveraging a significant proportion of private 
investment needs, while minimizing market distortions.  

112. To further enhance the enabling environment that will encourage agricultural 
lending, a competitive agricultural insurance market needs to be encouraged. The 
National Agricultural Insurance Corporation currently has a statutory mandate to 
insure any agriculture-related loan by any bank in Nigeria. A single, comprehensive 
insurance plan is available at a fixed premium of 4% of the sum insured, of which half 
is subsidized. The FEC approval of the legislative instrument providing for removal of 
the existing monopoly on agricultural insurance by amendment of the act establishing 
the National Agricultural Insurance Company, and conveyence of the same to the 
National Assembly, is a trigger for AgDPO2. Its liberalization will allow entrance of a 
number of private sector insurance companies that have already expressed an interest. 
Private sector participation in the agriculture insurance market will improve the 
quality and variety of products on offer, tailoring them to agro-ecological realities and 
to specific customer demands. 

Outcome 

113. The expected medium-term outcome in this policy area is that there will be improved 
access to finance for agriculture. 

 
Policy Area 4: Improving Agriculture Sector Management 
 
114. The objectives in this policy area are to: (i) improve public expenditure management 

in the sector, and improved ATA implementation capacity; and (ii) integrate climate 
change strategies in sector policies and programs. 

115. Building adequate capacity for public financial management (PFM) in FMARD 
is particularly critical, and is well underway, to overcome the constraints in 
mobilizing basic expenditure information for decision making as revealed by the 
initiation of the expenditure review.  FMARD is participating, in instances as a pilot 
Ministry, in a range of Federal Government PFM reforms, usually led by the Ministry 
of Finance.  While well advanced in implementation at the main Ministry level for 
most of these initiatives, integration of the FMARD Agencies (40) involved in 
agricultural research, extension and regulation into the PFM reform initiatives and 
budget management information systems remains to be achieved, with plans to do this 
roll-out over the next several years.  This is particularly important for the systems for 
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payroll and recurrent expenditure management, for which the Agencies account for 
75% of FMARD expenditure on these categories. 

116. A review of public agricultural expenditure at the Federal, State and Local 
Government levels is being undertaken to assess adequacy of levels and 
composition to support reaching ATA goals.  The State and Local Government 
assessment will be on a small sample, yet enable an assessment of progress and further 
needs for coordination across budget allocations and implementation of the different 
levels of government.  Results from the Federal level analysis, which has started 
earlier, will be taken into consideration and reflected in the FMARD budget proposal 
for 2014, and consideration given to undertaking medium-term expenditure planning 
so as to ensure that ATA priorities are adequately reflected in sector budget 
allocations, consistent with available resource constraints. 

117. ATA planning needs to involve the Federal, State, and Local Government levels 
across the country. Coordination is important, and the roles and responsibilities 
between Federal, State and local levels need to be clarified. As a first step the ATA 
needs to be endorsed by the National Council on Agriculture, comprised of all State 
Commissioners of Agriculture, and chaired by the Minister of FMARD. The approval 
by the NCA of the ATA is a prior action that has been met. The ATA was approved on 
15 March 2012 during one of the NCA’s first meetings, signifying recognition and 
commitment at the various government levels, and allowing the ATA to serve as an 
endorsed platform for collective action.  

118. In parallel, ATA implementation and coordination arrangements are required. 
The establishment of the Agricultural Transformation Implementation Council is a 
prior action that has been met. The Council was approved in October 2012, and will 
enable the formation and operationalization of ATA Implementation Committees at 
the State and Local Government levels. FMARD is establishing a deconcentrated 
staffing presence in Regions and States to facilitate coordination of ATA activities at 
the sub-Federal level. The operationalization, including funding and staffing of the 
ATA Implementation Committees has been identified as a trigger for AgDPO2. 

119. An adequate institutional and policy framework is needed to address the cross-
cutting challenges of climate change. A first step in this direction has been made in 
2012, with the development by the Federal Ministry of the Environment of the 
National Policy on Climate Change and Response Strategy (NPCC-RS). This is a 
framework document, which formulates broad principles of government action to 
address the climate change agenda, while stipulating the need to “mainstream climate 
change issues into strategies, plans and planning for socio-economic and sectors 
development”. Concerning in particular agriculture, the NPCC-RS calls for the 
“development of an integrated agricultural intervention plan to reduce the sector’s 
vulnerability to climate change and enhance its productivity for food security and 
poverty reduction”. 

120. The NPCC-RS points to the fact that enhancing the capacity and readiness for climate 
action of the Government is a long term endeavor. In the specific domain of 
agriculture, actions required to address climate change cut across the boundaries of 
many of the sector’s areas and topics, including research and extension, tapping 
carbon markets, better hydro-meteorological systems, integrating climate into the 
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design of irrigation and hydro-power projects, and in the implementation of priority 
programs such as the Agriculture Transformation Agenda. 

121. The AgDPO2 affords an opportunity to make monitorable progress in this longer-term 
agenda, with a concrete milestone envisaged for the second operation in the program 
(AgDPO2), namely the adoption of a sector-wide strategy on climate-smart agriculture 
with specific targets in the areas of research, investment and institutional 
strengthening.  It is expected that by the time of appraisal of the second DPO 
operation, FMARD would have developed a strategy and action plan for integrating 
climate consideration into the ATA. The strategy would include specific land area 
targets for the scaled-up adoption of sustainable land management and other climate 
smart technologies and practices, define roles and responsibilities across the various 
federal agencies involved in climate action; establish mechanisms for implementation, 
monitoring, evaluation, and for coordination with other public agencies involved in the 
climate agenda. It would also progress; and outline priority areas for resource 
mobilization, including through international climate finance channels. Technical 
assistance for the development of the strategy could be supported by NEWMAP. 

Outcomes 

122. The expected medium-term outcomes in this policy area are enhanced allocative 
efficiency and execution of the agricultural sector budget, improved field-level 
coordination between FMARD and States’ staff on ATA implementation, and an 
improved enabling environment for integrating climate consideration into sector 
development, though strengthened institutional capacity for planning, implementing 
and monitoring climate-smart practices; and support to farm-level uptake through 
dedicated research and extension efforts. 

Policies: Cross-cutting Issues and AgDPO Selectivity 

123. There are a number of policy issues that the AgDPO will provide support to that cut 
across more than one of the four main policy areas above, and that provide horizontal 
beams to the policy architecture of the ATA.  Key amongst these, and described here, 
are several components that contribute to climate-resilient agriculture, to gender-
sensitive agriculture, and to nutrition in agriculture. Nonetheless, the AgDPO remains 
selective in policy reforms that are taken on board as prior actions (for AgDPO1) and 
triggers (for AgDPO2). 

Climate-resilient Agriculture 

124. Swift action is needed to enhance the climate resilience of agriculture. Climate change 
impacts on Nigeria’s agriculture will be significant, and more so, in the medium to 
long term. But there are at least three reasons why the Government may wish to act 
now to address them. First, many actions that will strengthen longer term climate 
resilience will also help reduce the vulnerability to current climate swings. Second, 
investment decisions that will be taken in the near future on long-lived (and 
expensive) infrastructure, such as irrigation, will determine how resilient these 
investments will be to the harsher climate of the future. And third, building the 
knowledge, capacity, institutions and policies needed to deal with the climate of the 
future takes time. Several of the policy actions to be supported by the AgDPO series 
will assist in building the capacity of the government to undertake robust, low-regret 
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measures, contributing to better handle current climate variability as well as future 
change: these include development of a comprehensive framework for climate smart 
agriculture policies, promotion of research and extension, enhanced hydro-met 
systems, and climate-proofing of investment in water resource management. 

125. Investment in irrigation infrastructure is a particularly important component of 
climate-resilient agriculture that is addressed by the ATA, which in addition to 
reducing climate risks will also enhance agricultural productivity, create jobs, ensure 
food security and attract private investment. Only about 0.7% of all cultivated land in 
Nigeria is under irrigation, and the full growth potential of the agriculture sector 
cannot be captured without significant investments in irrigation. Sustainable 
development of Nigeria’s irrigation potential will require a policy environment 
conducive to private sector investment, and corresponding institutional changes.   

126. A National Irrigation Policy for Nigeria (NIPN) is being developed to establish the 
overall strategy for the irrigation sector in Nigeria. An important aspect under the 
proposed policy is defining the respective roles of Government and the private sector, 
and the partnership between the two (PPP). A comprehensive water resources policy 
and strategy would serve to resolve competing demands among domestic users, help 
resolve international water right issues, address environmental shortfalls, remove 
inter-state rivalries over water allocations, and ensure that adequate attention is given 
to hydro-power generation and inland waterway transportation needs.  From an 
institutional perspective it is anticipated that government will shift from being an 
operator to being an enabler, with a much more focused role of federal public agencies 
as bulk service providers. A National Water Resources Bill (NWRB) will form the 
legal basis for adequate institutional arrangements for water resources management. 
The irrigation policy, the water resources policy, and the draft Bill are currently under 
preparation, with a thorough consultation process at both Federal and State levels 
planned. Due to the lengthy time-frame of these consultations, these reform measures 
are not identified as a prior action under the AgDPO series and irrigation is not an 
explicit element of its Policy Areas support, but preparation of the proposed Bank-
funded water management and irrigation project will allow for substantive 
engagement.  

Gender-sensitive Agriculture 

127. Gender-sensitive Agriculture In addition to designing the technology access 
components of Policy Area 1 to adequately reach women farmers, the ATA aims to 
address the high interest rates and collateral requirements that screen out farmers, 
particularly women, from banks. To improve access to finance, a holistic approach is 
required covering: (i) institution building and training, including for development of 
tailored products, streamlined procedures, better loan recovery mechanisms and 
improvement of financial literacy of rural citizens; (ii) introduction of innovative 
agricultural finance, including establishment of a warehouse receipt system, promotion 
of out-grower schemes, development of leasing schemes; (iii) investments in rural 
finance infrastructure, including creation of rural credit registries, and the promotion 
of mobile phone banking. To improve the enabling environment for more dynamic and 
inclusive financial markets, a policy framework is required. A Micro-Finance Policy 
and the Financial Inclusion Strategy are in place and are expected to enhance rural 
finance and access to finance by women.  
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Nutrition and Agriculture 

128. As part of a broader nutrition improvement agenda, Nigeria is pursuing both food 
fortification and bio-fortification.  Nigeria has been fortifying staple foods - vegetable 
oil, wheat flour, sugar and maize flour – with micronutrients for over a decade 
supported by legislation is in place.  Compliance enforcement with food processors is 
the responsibility of NAFDAC which confronts capacity and resources constraints.  
Bio-fortification has focused on pro-vitamin A maize and cassava varieties and the 
essential initial focus is on integration of the genetic potential into crop varieties 
adapted to local agro-ecological conditions.  Both food fortification and bio-
fortification are consistent with the scope of the ATA agenda:  compliance with food 
fortification regulations will be important for investors in processing who take 
advantage of incentives provided in the Staple Crop Processing Zones.  Bio-
fortification as part of food crop varietal research in underway in Nigeria, and funding 
of this will be important in sustain through Agricultural Research Council of Nigeria 
oversight; multiplication and dissemination of available bio-fortified varieties may be 
main constraint currently, though.  Finally, establishment of the Extension Department 
in FMARD provides the opportunity to develop extension program content to provide 
farmers with information able to assist them in choices involving use of bio-fortified 
planting material, as well as to provide farming households with nutritional 
improvement options as consumers.  Bank support for such activities is being 
considered in the design of the FADAMA III and CADP additional finance operations. 

AgDPO Selectivity 

129. Other policy areas that are part of the ATA reform agenda may be important to 
achievement of the program’s objectives, but not determined to be appropriate for 
inclusion as prior actions or triggers of the AgDPO instrument.  Readiness is an 
important consideration, with land policy and administration reform an example. 
While the broad directions of reform have begun to be clarified, implementation is a 
State responsibility for key elements of land policy, and piloting that is underway to 
test implementation options is likely to run through the AgDPO period, making it 
premature to scale up. The draft National Water Resources Bill, which is moving into 
a public consultation phase of undetermined duration, is a similar case of not being 
ready to bring into the time-bound AgDPO.  Other policies such as some components 
of the nutrition agenda entail an institutional multiplicity that was considered unwieldy 
to take into AgDPO implementation.   
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VI. OPERATION IMPLEMENTATION 

POVERTY AND SOCIAL IMPACTS 

130. With regard to the specific measures of the operation, positive poverty and social 
impacts are expected. First, by focusing on measures to improve the productivity of 
food crops the target beneficiaries are, by implication, poor small-holder farmers. 
They dominate the food crop sector; these farmers are the primary beneficiaries of the 
public extension system and they also suffer the most severe post-harvest losses. 
Second, subsistence farmers are most dependent on rain-fed agriculture, often adopt 
unsustainable agricultural practices, and are most at risk from increased weather 
variability induced by climate change. Therefore, provision of extension services that 
promote sustainable land management practices and adopt suitable agricultural 
technologies will be of direct benefit. The development by reinforced agricultural 
research capacity and adoption of drought-tolerant crop varieties is another important 

Box 1. Prior Actions for the Nigeria AgDPO 
Policy Area and Objective Prior Action 

Policy Area 1:  Farmer access to improved technologies, including through input market development 
Enabling farmer access to and 
adoption of seed and fertilizer 
technology, and the development of 
efficient and profitable seed and 
fertilizer supply chains. 

Agricultural inputs subsidy program modalities revised and 
implemented, whereby private sector distributes to targeted 
smallholder farmers, eliminating government distribution.  
 
Approval of a new seed policy, reflecting the role of private sector in 
technology development, seed multiplication and marketing, and 
reflecting the regulatory role of the public sector.  
 
Approval of the new Fertilizer Quality (Control) Bill by FEC, 
repealing the National Fertilizer Board Act and Fertilizer (Control) 
Act, and transmission to the National Assembly. 

Enabling access for farmers to 
effective publicly and privately 
delivered extension services. 

Establishment of an Agricultural Extension Department at FMARD to 
coordinate and support State extension services.  

Enhancing agricultural research 
capacity and research extension 
linkages 

Task force established to lead the restructuring process of ARCN 

Policy Area 2:  Market development 
Improved competitiveness in 
agricultural production and 
processing. 

(No Prior Action; benchmark described in text.) 
 

Policy Area 3: Business investment climate 
Enhanced local market participation 
and local value-addition through 
improved access to finance, in line 
with the Principles of Responsible 
Agriculture Investments. 

Nigeria Incentive Based Risk Sharing System for Agricultural Lending 
(NIRSAL) registered as stand-alone limited company.  

Policy Area 4: Agriculture sector management 
Improved public expenditure 
management in the sector, and 
improved ATA implementation 
capacity. 
 

Approval of the ATA by the National Council on Agriculture including 
by all State Commissioners of Agriculture.  
 
Establishment of the Agricultural Transformation Implementation 
Council.  
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aspect of climate change-related risk management that will be supported by the 
AgDPO. 

131. Given the gendered division of labor in Nigeria’s agriculture, gender aspects 
require specific attention in the planning of ATA implementation programs. 
Women have relatively limited rights to farmland in spite of having a significant role 
in agricultural production in many parts of Nigeria. The average size of total farm land 
held by farm households is 1.2 hectares. Female-headed households have, on average, 
less than one quarter (0.31 hectares) of the land size of male headed households (1.3 
hectares).23  Women have lower access to purchased inputs and natural resources and 
to that extent, the aggregate input usage and agricultural productivity is affected.  
Women have less access to extension services and credit.  These constraints together 
with lower access to farmlands, limit their agricultural productivity. There are distinct 
regional variations. Women play a key role in agriculture in south-west Nigeria 
especially in post-harvest activities. In northern Nigeria, on the other hand, beyond 
processing and selling activities, direct on-farm roles are very limited for married 
Muslim women. 

132. Interventions under the ATA, including with the support of ongoing and new 
Bank operations, focus on poorer, small-scale farmers, and address some of the 
gender imbalances. Establishment of an Extension Department for the first time in 
the FMARD expressly includes a Division responsible for reaching women through 
Federal-State coordination on extension delivery.  Registration of farmers is key step 
in determining access to  input support such as through the e-wallet, electronic subsidy 
voucher mechanisms, and the Growth Enhancement Scheme is paying particular 
attention to ensure that women small-scale farmers are being properly registered and 
included in these input programs. Since cell-phones are increasingly being used as 
ATA delivery platforms for extension services and inputs subsidy vouchers, FMARD 
is exploring mechanisms including public-private partnerships for specifically 
targeting women farmer acquisition of cell phones. Women farmers’ groups are being 
targeted and supported (including with Bank support through Fadama III) to 
participate in value chain outgrower relationships built into the SFPZ program.  More 
generally, a focus on poorer, small scale farmers is achieved in the input subsidy 
mechanism, which has been reformed under the ATA, but targeting the subsidies to 
farmers being registered with eligibility limited to a maximum farm size, and with the 
quantity of subsidy per farmer sufficiently small to only be of interest to small-scale 
family farmers. 

ENVIRONMENTAL ASPECTS 

133. The specific actions supported by the proposed programmatic series of 
development policy operations are not likely to have significant adverse effects on 
the Nigeria’s environment, forests or other natural resources. Specifically, the 
measures supported by the proposed operation to the ATA are aimed at  (i) Enabling 
farmer access to and adoption of seed and fertilizer technology, and the development 
of efficient and profitable seed and fertilizer supply chains; (ii) Enhancing agricultural 
research capacity and research – extension linkages; (iii) Enabling access for farmers 
to effective publicly and privately delivered  extension services; (iv) Improving the 
enabling environment for more dynamic and inclusive financial markets; (v) Improved 

                                                 
23 Agriculture and Rural Poverty in Nigeria, World Bank 2013 (forthcoming) 
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competitiveness in agricultural production and processing. These measures are not 
expected to have a negative effect on the country‘s environment and natural resources. 

134. With reference to OP8.60, the policy measures supported by the operation are 
not expected to have significant effects on the environment. In fact, there may be 
beneficial effects arising from actions aimed at strengthening the management of land, 
soil and water and the promotion of good agricultural practices, as per Policy Areas 
1of the operation. The low use of fertilizer is currently causing severe soil nutrient 
depletion, and increased fertilizer use combined with improved soil management 
would contribute to the restoration of soils and the improvement of soil fertility. The 
fertilizer subsidy program’s targeting and associated extension services are providing 
information on good fertilizer practices to avoid overuse and reduce runoff which can 
lead to nitrification of water bodies and aquifers. Careful implementation of 
government policy could thus have positive effects on the environment. While support 
to policies on irrigation development are not part of this AgDPO, the Government’s 
ATA does aim to develop irrigation area, and care will be warranted to assess 
environmental service impacts particularly in the already-stressed basins in the 
northeast with rapidly growing urban water demand and flow impacts across 
international borders.  Enforcement of the existing EIA Laws and sectoral guidelines, 
including close monitoring would be important during implementation. 

135. Nigeria has a robust environmental institutional framework and considerable 
capacities to set environmental management standards and ensure compliance. 
The National Policy on Environment, 1989 (revised 1999), has the objective to 
achieve sustainable development in Nigeria and in particular to: (i) secure a quality 
environment adequate for good health and wellbeing; (ii) conserve the environment 
and natural resources for the benefit of present and future generations; (iii) raise public 
awareness and promote understanding of the essential linkages between the 
environment resources and development and encourages individual and community 
participation in environmental improvement efforts; (iv) maintain and enhance the 
ecosystems and ecological processes essential for the functioning of the biosphere to 
preserve biological diversity; and (v) co-operate with other countries, international 
organizations and agencies to achieve optimal use and effective prevention or 
abatement of trans-boundary environmental degradation. 

136. The act establishing the Federal Ministry of Environment places on it the 
responsibility of ensuring that all development and industry activity, operations and 
emissions are within the limits prescribed in the National Guidelines and Standards, 
and comply with relevant regulations for environmental pollution management in 
Nigeria as may be released by the Ministry. The main instrument in ensuring that 
environmental and social issues are mainstreamed into development projects is the 
Environmental Impact Assessment (EIA) Act No. 86 of 1992. With this Act, the 
FMENV prohibits public and private sectors from embarking on major prospects or 
activities without due consideration, at early stages, of environmental and social 
impacts. The act makes an EIA mandatory for any development project, and 
prescribes the procedures for conducting and reporting EIA studies. As part of the 
effective utilization of the EIA tool, the Ministry has produced sectoral guidelines 
detailing the necessary requirements of the EIA process from each Sector.  

137. Other relevant national Legal Instruments on environment include the National 
Effluents Limitations Regulation; the Management of Solid and Hazardous Wastes 
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Regulations; the National Guidelines on Environmental Management Systems (1999): 
the National Guidelines for Environmental Audit; the National Environmental 
Standards and Regulations Enforcement Agency Act (2007). 

138. In addition, the country has in the past and is currently implementing a series of 
World Bank projects, including category A projects with satisfactory compliance 
to World Bank safeguard policies.  In particular, experience gained from the 
implementation of specific projects in the agriculture sector such as FADAMA III and 
the Commercial Agricultural Development Project would suggest that the sector and 
country have an adequate legal framework and sufficient capacity to implement 
projects with satisfactory environmental compliance.  Furthermore, the project 
preparation team also comprises environmental and social safeguard specialists who 
will continue to oversee and provide technical support to the client during 
implementation. 

IMPLEMENTATION, MONITORING AND EVALUATION 

139. The AgDPO will apply the good practice principles of conditionality (Box 2). 
FMF and FMARD will be responsible for implementing this operation on behalf of 
the Government. IDA will make the credit proceeds available to the Borrower upon: 
(i) maintenance of an adequate macroeconomic policy framework; (ii) implementation 
of the overall program in a manner satisfactory to the Bank; and (iii) completion of 
policy and institutional actions as set forth in this Program Document.  

140. The operation will be aligned with the activities of other donors and with the 
joint sector policy and planning process. It will also be aligned with the 
implementation of the policies being supported by the 2011 Transformation Agenda. 
FMF would be responsible for the overall implementation of the proposed budget 
support, together with FMARD. 

 
 

Box 2. Good Practice Principles for Conditionality 
 

Principle 1: Reinforce Ownership 
The Federal Government of Nigeria developed the Agricultural Transformation Agenda, which now forms the 
basis for the Bank’s agriculture portfolio, including the AgDPO series. The ATA forms the foundation for 
consultations on issues and challenges of promoting growth and poverty reduction through agriculture. The 
AgDPO is structured explicitly as the Bank’s instrument for supporting ATA implementation, reinforcing 
national ownership. 
Principle 2: Agree up front with the government and other financial partners on a coordinated 
accountability framework 
The AgDPO is part of a concerted effort with DPs grouped around the ATA. The AgDPO aims at reducing the 
Government’s transaction costs in dealing with development assistance by ensuring that the support is geared 
towards the sector strategy and investment plan. Mutual accountability is strengthened by the FMARD-DPs 
policy group as the forum for reaching consensus on sector performance and priority measures moving forward. 
Principle 3: Customize the accountability framework and modalities of Bank support to country 
circumstances 
The proposed operation will increase the share of aid provided through general budget support while helping to 
deepen sector level policy dialogue. Supporting the national policy and sector plan diversifies accountability 
from a project-specific framework to one based upon progress in achieving ATA objectives. Nigeria is well 
placed to adopt budget support instruments. By starting a sector DPO, the Bank is responding strategically to 
changing priorities and emerging policy agendas. 
Principle 4: Choose only actions critical for achieving results as conditions for disbursement 
The number of critical actions in the policy matrix for the AgDPO series being supported by this operation is less 
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than 10. These were selected jointly by FGN and the Bank for their importance in achieving sector objectives, 
and in order to demonstrate the importance attached to these reforms within FGN.  
Principle 5: Conduct transparent progress reviews conducive to predictable and performance-based 
financial support 
The AgDPO series is aligned with the ATA structure and the operation’s results framework will strengthen that 
of the ATA and support the FMARD-DPs policy review process.  
 
141. Data for measuring results will be drawn from various sources, including 

ongoing Bank operations (notably Fadama and CADP), internal FMARD reports, 
and the newly available General Household Survey-Panel (GHS-Panel) conducted in 
2010/11 by the Nigeria National Bureau of Statistics (NBS), in collaboration with the 
World Bank Living Standard Measurement Study - Integrated Surveys on Agriculture 
(LSMS-ISA). The GHS-Panel survey is modeled after the Living Standard 
Measurement Study (LSMS) surveys and is representative at the national, zonal and 
rural/urban levels. The total sample consists of 5,000 households covering all 36 states 
in the country and the Federal Capital Territory, Abuja. The sample is a subsample of 
the larger GHS cross-section survey that was fielded by NBS at the same time. The 
5,000 panel households are being revisited in 2012/2013 for the second wave of the 
survey and in 2013/2014 for the third wave, funding permitting. Where possible, data 
will be gender disaggregated.   Tracking performance on the results indicators will be 
an important part of verifying implementation on the ground, and also contribute 
towards the more general need for strengthening the quality of statistics for the 
agricultural sector. 

FIDUCIARY ASPECTS 

142. Public financial management has improved in recent years, and a broad reform 
program is being implemented with support of the donor community. The federal 
Government has increasingly aligned its budget to the medium and longer-term policy 
priorities defined in NEEDS, the 7-point agenda and the 2011 Transformation Agenda 
(TA). Even though important elements of forward strategic and budget planning have 
been incorporated in the annual budget process, the strategic framework remains too 
broad to guide details of the budget process. A fiscal strategy paper was prepared in 
2007 and updated in 2008, which covers a three year period. The budget classification 
system was revised in 2005 yet it needs further upgrading to go beyond financial 
compliance and incorporate Government policies, priorities and programs. In addition, 
the coding structure has limited flexibility and scope for analyzing different 
dimensions. A National chart of accounts was recently adopted for the country and a 
Roadmap to the adoption of International Public Sector Accounting Standards 
(IPSAS) has been prepared. 

143. Since 2003, the federal Government has made a significant effort to advance the 
reform of the PFM system. The approved Federal Budget is publically available on 
the Federal Ministry of Finance website.  Nonetheless, there is still scope for the 
improvement of capacity at the federal level. In particular, there are capacity gaps in 
the areas of in-year budget monitoring and control. Monitoring is also hampered by 
the fact that a considerable portion of federal spending remains outside the official 
federal budget. Such off-budget spending includes public investments in the oil sector 
("cash calls"), investments funded with excess oil revenues saved with the special 
Government account, and projects funded under the donor supported programs, 
including IDA credits. 
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144. Several improvements have occurred since 2005 in terms of cash management, 
accounting and reporting. At the federal level, the cash management function was 
strengthened, and cash releases became more predictable. Much of the accounting 
processes, however, continue to remain manual within some of the MDAs which face 
persistent backlogs. The Government Integrated Financial Management Information 
System (GIFMIS) design blue print has been fully prepared and signed-off.  The 
interface with the CBN has been fully designed and tested while the interface with the 
personnel and payroll system (IPPIS) has been fully designed but not yet tested. The 
Budget Execution System (BES) under GIFMIS is completed and has 'gone-live' in 
April 2012. The budgetary releases to 93 MDAs, including Ministry of Agriculture, 
are now done from the Central Bank through the GIFMIS system. Thus, for these 93 
MDAs, budget performance reports and monthly financial statements can now be 
available real-time. 

145. Progress has been made on timely reconciliation of fiscal and monetary accounts. 
The Accounting Tracking Recording and Reporting System (ATRRS) supports better 
reporting and monitoring as well as reconciliation of cash books and bank statements. 
CBN has introduced Real Time Gross Processing System (RTGS). This will improve 
the timeliness of recording and accounting for revenue and also disbursing of funds. 
The implementation of GIFMIS will also further improve the bank reconciliation 
function. 

146. The Offices of the Accountant General and of the Auditor General have made 
major progress in reducing the backlog of reports. By statute the Auditor-General 
is required to publish the financial statements within 7 months of the end of the 
financial year. The implementation of the GIFMIS should greatly improve on the 
timeliness and accuracy of management reports and annual statements of accounts. 

147. The openness and scrutiny of the budget by the Legislature and the public has 
improved with the publication of the federal budget on websites and in 
newspapers. The appropriations committees of the National Assembly have started 
the practice of requesting the Executive to account for use of previous budget 
allocations before passing the current budget. The Government continues to regularly 
disclose information on revenue allocations to all levels of the Government in widely 
circulated newspapers and also on Government websites. 

148. Challenges remain, such as the lack of consolidated reporting at the country 
federal level, as well as insufficient reporting on budget assets and liabilities. 
There is also the need to improve quality of external budget audit reports. It is 
expected that adoption of a new Audit Law, under consideration for some time by the 
National Assembly, would help accelerate progress in this area. Presently there are 
delays at PAC in the scrutiny of submitted audit reports. In the absence of timely 
actions on audit reports, it is difficult to hold budget holders accountable for the use of 
public funds. There are few instances of withholding budget allocations for non-
submission of required returns. The PAC has also been able in some instances to 
recovered revenues not properly accounted for by MDAs. However, the application of 
administrative sanctions and prosecution can still be considerably improved.  

149. Starting from 2004 budget, the Government initiated the production of annual 
budget performance reports, which are released to the general public. The Federal 
Ministry of Finance produces in-year budget implementation reports on a quarterly 
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basis (within a month after the end of period). The Government plans to post quarterly 
budget execution reports on its webpage. 

150. As regards the control environment at the Central Bank of Nigeria (CBN), the 
IMF conducted a full safeguards assessment in 2001 with respect to the Stand-By 
Arrangement, which expired on October 31, 2001. The assessment, which included an 
on-site visit, was completed on November 28, 2001. The assessment concluded that 
vulnerabilities existed in the areas of financial reporting and legal structure of the 
Central Bank. Staff findings and proposed recommendations are reported in the related 
staff report. 

151. Overall Fiduciary Environment: The current PFM system, assessed together with 
the associated reforms, will be adequate to support the operation.  The FGN is 
committed to improving the PFM environment in the country and key actions are 
ongoing. Progress have been made in specific areas including, the introduction of the 
GIFMIS, Treasury single account, the Integrated Payroll and Personnel Systems 
among others. However, only 93 MDAs are covered by the TSA and GIFMIS, the 
complete models of the GIFMIS are yet to be introduced, budget execution reports are 
still not publically available even though there are plans to publish them on 
government websites. The Ministry of Agriculture has numerous agencies that are not 
yet fully covered by the GIFMIS and the TSA at this stage.  Comprehensive budgetary 
execution reports for Ministry of agriculture will be manually consolidated until all its 
agencies are on GIFMIS and TSA. The last IMF safeguard assessment for CBN was 
done in 2001, over 10 year ago, and it is not clear when the next one will be carried 
out. Given all these factors the fiduciary risk rating for this operation is rated high.  

DISBURSEMENT AND AUDITING  

152. Borrower and credit amount: This Credit is of SDR 66,300,000 million (US$ 100 
million equivalent). The funds would be made available upon Credit effectiveness and 
will follow the normal World Bank disbursements for Development Policy Lending. 

153. Funds Flow Arrangements: In the absence of a more recent IMF safeguard assessment 
report, or equivalent information from other sources relating to the control 
environment in the CBN, the foreign exchange proceeds of the credit will be deposited 
into a dedicated bank account at the CBN to be used exclusively for the proceeds of 
the DPL. The Federal Government of Nigeria will advise the World Bank of the 
foreign currency account maintained by the Central Bank of Nigeria into which the 
dollar equivalent amount will be deposited into after effectiveness. The central bank of 
Nigeria will then transfer the Naira equivalent to the consolidated fund account of 
Federal Government at the CBN.  

154. Disbursements from the Consolidated Fund: by the Federal Government of Nigeria 
(FGN) shall not be tied to any specific purchases and no special procurement 
requirement shall be needed.  The proceeds of the credit shall, however, not be applied 
to finance expenditures in the negative list as defined in the Schedule 1 of the 
Financing Agreement. If any portion of the credit is used to finance ineligible 
expenditures as so defined in the Schedule 1 of the Financing Agreement, IDA shall 
require FGN to promptly, upon notice from IDA, refund an amount equal to the 
amount of the said payment to IDA.  Amounts refunded to IDA upon such request 
shall be cancelled from the credit. 
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155. Assurance Requirements: Due to the fiduciary risk associated to this operation, 
additional fiduciary arrangements shall apply to this operation. An audit of the flow of 
funds from the dedicated foreign currency account at the CBN to the consolidated 
fund of the FGN at the CBN will be carried out by independent auditors acceptable to 
IDA within 4 months after the end of the fiscal year and copy of the audit report shall 
be submitted to IDA. The terms of reference for the audit will be agreed before the 
submission to the Bank’s Board. 

 

 
RISKS AND RISK MITIGATION 

156. A departure from the prevailing policy of a private sector led transformation, 
underpinning the AgDPO series, may be a potential risk. The Government has 
endorsed the ATA and commenced its implementation, is endeavoring to increase its 
budget on the agriculture sector, and has thus reaffirmed its commitment to achieving 
private sector-led, Government-facilitated agriculture sector growth. However, 
Government is planning a number of investment programs that require market-based 
and investor-led investment choices and decision making. Investment decisions related 
to the planned staple food processing zones need to involve the private sector at an 
early stage. Insufficient consultation may lead to the establishment of processing 
capacity in an inappropriate manner. With the dual objective of developing a private 
sector-led agriculture sector and reducing the risk of policy inconsistency, the DPO 
will assist the Government to remain consistent in its policies and programs.  

157. The import charges on food commodities that are currently in place may result in 
increases in food prices that would affect poor consumers in urban and rural 
areas. If import charges do indeed cause price increases and if no gradual downward 
adjustments to import tariffs are effected as productivity gains are made, some 
producers will be encouraged to enter into an unsustainable production system. To 
mitigate against these risks, the DPO encourages the Government to monitor poverty 
impact and competitiveness of the value chains, allowing for adjustments to be made 
when necessary. 

158. The potential for vested interests of, or resistance from, various sector 
stakeholders to reach levels sufficient to undermine achievement of ATA 
objectives is a possibility.  Attention is being paid to this moderate risk by the ATA 
implementation team, appears to be manageable at present, but will be kept under 
close monitoring.  First, there is relatively low resistance to date from vested interests 
in the earlier public fertilizer procurement and distribution, from the public sector 
providers (research institutes and parastatal seed companies) of seed multiplication 
and commercialization, and from the existing public (monopoly) provider of 
agricultural insurance (National Agricultural Insurance Company), all impacted by 
actually or potentially reduced roles by policies being implemented.  Second, 
compared with early stages of ATA roll-out when ad hoc teams and external advisors 
were more relied upon to get the ATA off the ground, ATA leaders are now 
intentionally focusing on administrative rooting of ATA planning and implementation 
in FMARD structures,.  Third, States are a potential source of resistance to Federal 
ATA initiatives but FMARD has taken steps to improve Federal-State 
communications and coordination on agricultural policies and expenditure, such as 
through FMARD deconcentration of staff so as to foster closer dialogue with States on 
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agriculture, and through establishment of the ATA Implementation Council.  Finally, 
an AgDPO measure fosters widening of the Federal Ministries engaged in monitoring 
and adjusting trade policy with respect to welfare outcomes, to ensure that consumer 
as well as farmer interests are taken into account. 

159. Nigeria’s exposure to climate change has been well documented. Adaptation 
measures are supported by the DPO, mostly by encouraging Government to include 
climate change in the ATA programs, focusing on improved information, development 
of climate change resilient agricultural technologies, and the planning of climate smart 
investments in water management infrastructure. 

160. Weaknesses in PFM potentially undermine the effectiveness of Government 
spending and risk weakening the expected outcomes from sector-focused 
development policy lending. This is a risk that is being mitigated by the planned roll-
out of an improved financial management system at FMARD. This process is also 
guided and supported by Bank-administered NEPAD support to agriculture budget 
implementation, which includes a sector-wide public expenditure review including 
any possible sector-wide fiduciary risk that may impact the sector. 

161. A further worsening of the security situation in some regions of Nigeria poses a 
risk to the implementation of the government’s agricultural development 
program. As terrorism activity focuses mainly on urban centers, market activity may 
be disrupted, affecting economic opportunities for producers and posing direct security 
as well as food insecurity risks to urban populations. This risk would be partly 
mitigated by promoting socially inclusive and private sector-led rural growth, to which 
the ATA aims to contribute by creating jobs with a competitively-expanding 
agricultural sector, absorbing un-employed rural youth and giving them a greater stake 
in mainstream development efforts.  But the complexity of these security risks and the 
limits to dealing with them in the framework of this operation are recognized. 

162. A possible lack of funding to continue the General Household Survey-Panel 
during 2013/2014 would result in important farm-level results not being 
measured at the end of the AgDPO series. The GHS-Panel started in 2010/11 
(providing for the baseline), is implemented by the Nigeria National Bureau of 
Statistics (NBS), in collaboration with the World Bank Living Standard Measurement 
Study - Integrated Surveys on Agriculture (LSMS-ISA). It is one of the few reliable 
sources of representative data at the national and zonal level, in a general context of 
poor data quality for sector monitoring.  Proposed mobilization of additional funding 
has been initiated, and in its absence, there are alternative, albeit less complete, 
sources of information covering the uptake of new technology by farmers. 

163. The potential benefits of the proposed operation outweigh the residual risks and 
warrant assistance for implementing critical reforms and policy actions in a 
coordinated fashion with other donors, while supporting risk mitigation actions to 
maximize the sustainability of the reform agenda. 
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ANNEXES 
ANNEX 1: LETTER OF DEVELOPMENT POLICY 
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ANNEX 2. RESULTS MATRIX 
PDO: The program development objective is to strengthen the policy environment and institutional capacity to enhance agricultural 

productivity and market access among farmers, and to improve agriculture sector management. 
 
 

 
Policy Objective 

 
2013 (AgDPO 1) 

Prior Actions 

 
2014 (AgDPO 2) Triggers  

 
Medium term outcomes of 
prior actions and triggers 

Indicators 
Baseline 2012  
Target 2014 

Source of verification 
Policy Area 1:  Farmer access to improved technologies, including through development of input markets 
Enabling farmer access to and 
adoption of seed and fertilizer 
technology, and the 
development of efficient and 
profitable seed and fertilizer 
supply chains. 

Agricultural inputs subsidy 
program modalities revised and 
implemented, whereby private 
sector distributes to targeted 
smallholder farmers, 
eliminating government 
distribution.  
 
Approval of a new seed policy, 
reflecting the role of private 
sector in technology 
development, seed 
multiplication and marketing, 
and reflecting the regulatory 
role of the public sector.  
 
Approval of the new Fertilizer 
Quality (Control) Bill by FEC, 
repealing the National 
Fertilizer Board Act and 
Fertilizer (Control) Act, and 
transmission to the National 
Assembly.  

Methodology developed and 
implemented for adjusting 
fertilizer and seed support 
program implementation 
modalities, using M&E 
findings, including 
performance of service 
delivery and targeting 
mechanisms, and fiscal risk 
aspects of the program. 
 
Seed regulatory 
implementation capacity 
strengthened under National 
Seed Council oversight 
through human resources 
(numbers, training), laboratory 
capacity and field presence. 
Farmer seed technology 
awareness campaign launched 
with special attention to 
women farmers, covering key 
agricultural zones and 
including selected bio-fortified 
crop varieties 
 
Fertilizer quality regulatory 
capacity established with 

Increased proportion of 
farmers utilizing improved 
seeds and fertilizer  
Increased effectiveness and 
efficiency of publically 
supported seed and fertilizer 
distribution systems 
 
 
 
 

Clients/farmers (disaggregated 
by gender) who have adopted 
an improved technology (seed 
and fertilizer). 
2012: 17.9% 
Female 8.7% 
Male 19.1% 
 
2014:  66% 
Female 28% 
Male 72% 
 
Source: GHS 
  
% and number of targeted 
farmers receiving supported 
fertilizer and seed  
2012:  86%; 1.2 million 
farmers 
2014:  92%; no less than 5 
million farmers 
 
FMARD 
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Policy Objective 

 
2013 (AgDPO 1) 

Prior Actions 

 
2014 (AgDPO 2) Triggers  

 
Medium term outcomes of 
prior actions and triggers 

Indicators 
Baseline 2012  
Target 2014 

Source of verification 
dedicated budgetary resources, 
inspectors mobilized and 
trained, operational manuals 
for quality inspection and 
analysis established and labs 
designated for quality 
analysis.” 

 
 
 

Enabling access for farmers to 
effective publicly and privately 
delivered extension services. 

Establishment of an 
Agricultural Extension 
Department at FMARD to 
coordinate and support State 
extension services.  

FMARD extension services 
capacity building program 
developed (reflecting 
Extension Strategy) funded, 
and implementation 
commenced, with special 
attention to women farmers.  

Enhanced responsiveness, and 
accountability of extension 
services  

Number of Federally-funded 
client/extension staff training 
events in delivery of extension 
services according to the new 
curriculum agreed between 
FMARD and the States" 
 
2012:  0 (Forthnight 
Trainings); 0 (Farmer Field and 
Business Schools), 22,500 
(Farmers trained separately) 
 
2014: 1,125 (Forthnight 
Trainings), 1,400 (Farmer 
Field and Business Schools), 
84,300 (Farmers trained 
separately)Source: FMARD 

Enhancing agricultural 
research capacity and research 
– extension linkages. 

Task force established to lead 
the restructuring process of 
ARCN. 

Approval of restructuring plan 
for ARCN, to become a 
managing council with 
specialized institutes, and 
inclusion of climate smart 
agriculture as one of the 
research programs. 

Enhanced ability of the 
research system to identify and 
program research priorities of 
producers and other 
stakeholders. 

Consolidation of research 
programs. 
2012: >40 
2014: <10  
Source: ARCN 
 
 

Policy Area 2:  Market Development   
Improved competitiveness in 
agricultural production and 
processing. 

 Legal and institutional 
framework for Staple Crop 
Processing Zones developed 

Agricultural producers, 
processors, and other value 
chain actors are encouraged to 

Policy monitoring reviews 
conducted. 
2012: 0 
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Policy Objective 

 
2013 (AgDPO 1) 

Prior Actions 

 
2014 (AgDPO 2) Triggers  

 
Medium term outcomes of 
prior actions and triggers 

Indicators 
Baseline 2012  
Target 2014 

Source of verification 
and effective.  
 
Trade policy reviewed within 
the mix of policy instruments 
deployed, with any decided 
adjustment of the policy mix, 
including trade policies, 
implemented in the 2014 
Budget. 
 

invest. 
 
 
FMARD has internalized a 
monitoring process to guide 
policy decision making. 

2014: 2 
Source: FMARD 

Policy Area 3:  Business investment climate  
Enhanced local market 
participation and local value-
addition through improved 
access to finance, in line with 
the Principles of Responsible 
Agriculture Investments. 

Nigeria Incentive Based Risk 
Sharing System for 
Agricultural Lending 
(NIRSAL) registered as stand-
alone limited company.  

FEC approval of the legislative 
instrument providing for 
removal of the existing 
monopoly on agricultural 
insurance by the National 
Agricultural Insurance 
Company, allowing entrance of 
private sector insurance 
companies, and conveyance of 
the same to the National 
Assembly. 
 

Enhanced access to finance for 
agriculture. 
 
 

Agriculture lending by 
commercial banks, percent of 
total lending (end-year). 
2012: 3.6% 
2014: 5.6% 
 
Source: CBN/NIRSAL 
 

Policy Area 4:  Agriculture sector management  
Improved public expenditure 
management in the sector, and 
improved ATA implementation 
capacity. 
 

 
Approval of the ATA by the 
National Council on 
Agriculture including  by all 
State Commissioners of 
Agriculture.  
 
Establishment of the 
Agricultural Transformation 
Implementation Council.  

Extension of roll out of 
Treasury Single Account 
(TSA) and Integrated 
Personnel and Payroll 
Information System (IPPIS) to 
all Parastatals, Departments 
and Agencies of FMARD..   
 
Agricultural Public 
Expenditure Review of a 
sample of States has 

Enhanced allocative efficiency 
and execution of agriculture 
sector budget. 
 
 
 
Enhanced field level 
coordination between FMARD 
and state staff in ATA 
implementation 

Budget (FMARD) execution 
rate. 
2012: 
utilization of total budget: 
54.3% 
utilization of actual budget 
releases to FMARD: 99.3% 
 
2014:  
utilization of total budget: 
67.5% (average budget 
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Policy Objective 

 
2013 (AgDPO 1) 

Prior Actions 

 
2014 (AgDPO 2) Triggers  

 
Medium term outcomes of 
prior actions and triggers 

Indicators 
Baseline 2012  
Target 2014 

Source of verification 
commenced. 
 
 
 
 
ATA Implementation 
Committees at State and Local 
Government levels are 
operational, funded, with 
FMARD staff in place to work 
at local levels. 

execution rate for 2008 to 
2012) 
utilization of actual budget 
releases to FMARD: 99.3% 
 
Source: FMARD, Office of the 
Accountant General of the 
Federation 
 
Number of de-concentrated 
FMARD staff. 
2012: 1500 
2014: 2800 
Source: FMARD 

Enhanced climate resilience of 
agriculture sector development. 

  FMARD adopts a strategy for 
promoting, as part of the ATA,  
the uptake of climate-smart 
agriculture practices/ 
technologies (with a focus on a 
selected set of agricultural 
activities), including land area 
targets, and clearly defined 
institutional responsibilities for 
implementation, monitoring 
and evaluation 

An improved enabling 
environment is created for 
integrating climate 
consideration into sector 
development, though 
strengthened institutional 
capacity for planning and 
monitoring climate-smart 
practices; and support to farm-
level uptake through dedicated 
research and extension efforts 

Strategy and adoption targets 
(for priority agricultural 
activities) defined and 
approved. 
Yes/No 
 
Source: FMARD 
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ANNEX 3: FUND RELATIONS NOTE 
 

IMF Executive Board Concludes 2012 Article IV Consultation with Nigeria 

Public Information Notice (PIN) No. 13/36, March 28, 2013 1 

 

On February 6, 2013, the Executive Board of the International Monetary Fund (IMF) 
concluded the 2012 Article IV consultation with Nigeria.2 

Background 

Macroeconomic performance has been broadly positive over the past year. Real gross 
domestic product (GDP) growth is projected to have decelerated slightly to 6.3 percent, 
reflecting the effects of the nationwide strike in early 2012, floods in the fourth quarter of 
2012, and continued security problems in the north. Annual inflation increased from 10.3 
percent (end-of-period) in 2011 to 12.3 percent in 2012, owing mainly to the adjustment of 
administrative prices of fuel and electricity; large increases in import tariffs on rice and 
wheat; and the impact of floods in Q3. The external position has strengthened and 
international reserves rose from US$32.6 billion at end-2011 to US$44 billion at end-2012 
(5½ months of prospective imports), driven by sustained high oil prices, stricter 
administration of the gasoline subsidy regime, and strong portfolio inflows. 

The fiscal policy stance was tightened in 2012 and fiscal buffers are being rebuilt. The non-
oil primary deficit of the consolidated government is estimated to have narrowed from 
about 36 percent of non-oil GDP in 2011 to 30.5 percent in 2012, mainly due to 
expenditure restraint. Monetary policy remained tight in 2012 in response to inflationary 
pressures. The central bank kept its policy rate unchanged during the year but raised the 
cash reserve requirement for banks from 8 percent to 12 percent and lowered allowable 
open foreign exchange position for banks. Financial soundness indicators point to 
continued improvements in the health of the banking system. 

In 2013, growth is expected to recover to above 7 percent. Inflation is projected to decline 
below 10 percent, supported by the tight monetary policy stance and ongoing fiscal 
consolidation. The key downside risks are a large drop in world oil prices; and slow 
progress in building consensus around key fiscal reforms. 

Executive Board Assessment 

Executive Directors commended the authorities for prudent macroeconomic policies that 
have underpinned a strong economic performance in recent years. Looking ahead, Directors 
agreed that widespread unemployment and poverty remain key challenges for 
policymakers, and called for renewed efforts to make economic growth more broad-based 
and inclusive. 

                                                 
1 Sourced from http://www.imf.org/external/np/sec/pn/2013/pn1336.htm on April 15, 2013 
2 Under Article IV of the IMF's Articles of Agreement, the IMF holds bilateral discussions with members, 
usually every year. A staff team visits the country, collects economic and financial information, and discusses 
with officials the country's economic developments and policies. On return to headquarters, the staff prepares a 
report, which forms the basis for discussion by the Executive Board. At the conclusion of the discussion, the 
Managing Director, as Chairman of the Board, summarizes the views of Executive Directors, and this summary 
is transmitted to the country's authorities. An explanation of any qualifiers used in summings up can be found 
here: http://www.imf.org/external/np/sec/misc/qualifiers.htm. 

http://www.imf.org/external/np/sec/pn/2013/pn1336.htm%20on%20April%2015
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Directors supported the authorities’ strategy of consolidating the fiscal position while 
opening up policy space for needed investment in infrastructure and human capital. To this 
end, they underscored the need to improve tax administration, better prioritize public 
expenditure, strengthen public financial management, and improve the fiscal framework. In 
particular, they encouraged the authorities to reduce poorly-targeted fuel subsidies, adopt a 
rule to set the reference oil price in the budget, and fully operationalize the Sovereign 
Wealth Fund as soon as possible. Efforts to mobilize public support for these reforms 
should be intensified. 

Directors considered the current tight monetary stance to be consistent with the authorities’ 
objective of reducing inflation to single digits. They also took note of the staff’s assessment 
that the exchange rate in real effective terms is broadly in line with fundamentals. 

Directors commended the authorities’ success in restoring financial stability after the 2009 
banking crisis. In light of this achievement, they recommended winding down the 
operations of the asset management company to curb moral hazard and fiscal risks. 
Directors welcomed the central bank’s commitment to address supervisory and regulatory 
gaps identified in the Financial Stability Assessment Update, particularly the need to 
strengthen cross-border supervision and the regime against money laundering and terrorism 
financing. 

Directors concurred that wide-ranging reforms are key to make growth more inclusive. 
They agreed on the importance of supporting sectors with high employment potential, not 
through protectionist measures or tax incentives but rather with initiatives to improve 
governance, the investment climate, and competiveness. Directors welcomed reforms 
underway in the energy sector, and looked forward to an early passage of the Petroleum 
Industry Bill which would boost investment, government revenue, and fiscal transparency. 
They also encouraged the authorities to promote market-based access to credit for small- 
and medium-sized enterprises. 

Nigeria: Selected Economic and Financial Indicators, 2009–2013 

 

 
2009 2010 2011 2012 2013 

 
Act. Act. Act. Act. Proj. 

 

National income and prices (Annual percentage change, 
Unless otherwise specified) 

Real GDP (at 1990 factor cost) 7.0 8.0 7.4 6.3 7.2 
Oil and Gas GDP 0.5 5.2 -0.6 1.8 4.9 
Non-oil GDP 8.3 8.5 8.9 7.1 7.5 
Production of crude oil (million barrels per day) 2.2 2.5 2.4 2.4 2.5 
Nominal GDP at market prices (trillions of naira) 25.1 34.4 37.8 43.1 48.1 
Nominal non-oil GDP at factor cost (trillions of naira) 17.7 19.9 22.5 26.9 31.1 
Nominal GDP per capita (US$) 1,110 1,465 1,522 1,637 1,686 
Consumer price index (end of period) 12.5 13.7 10.8 12.7 8.2 
Current account balance (percent of GDP) a 8.3 5.9 3.6 4.7 4.0 

Consolidated government operations (Percent of GDP) 

Total revenues and grants 17.8 20.0 29.9 28.1 26.7 
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Of which: oil and gas revenue 10.6 14.0 23.4 21.5 19.9 
Total expenditure and net lending 27.3 26.9 29.4 27.1 26.7 
Overall balance -9.5 -6.9 0.5 0.9 0.0 
Non-oil primary balance (percent of non-oil GDP) -26.8 -34.3 -36.0 -30.4 -28.3 
Excess Crude Account / SWF (US$ billions) b 7.1 2.7 4.6 9.7 18.1 

Money and credit (Change in percent of broad money at the beginning 
of the period, unless otherwise specified) 

Broad money 17.1 6.9 15.4 10.0 18.1 
Net foreign assets -10.9 -10.3 5.5 13.9 12.4 
Net domestic assets 28.0 17.2 9.9 -3.9 5.7 
Treasury bill rate (percent; end of period) 4.0 7.5 14.3 ... ... 

External sector (Annual percentage change, 
unless otherwise specified) 

Exports of goods and services -33.4 36.5 20.1 6.5 0.7 
Imports of goods and services -22.6 36.6 27.2 4.2 3.5 
Terms of trade -16.3 10.0 9.1 1.0 -2.1 
Price of Nigerian oil (US$ per barrel) 61.8 79.0 109.0 110.1 104.4 
Nominal effective exchange rate (end of period) 82.2 83.6 82.2 ... ... 
Real effective exchange rate (end of period) 110.0 120.7 119.4 … … 
Gross international reserves (US$ billions) 42.4 32.3 32.6 45.9 53.4 
(Equivalent months of imports of goods and services) 7.4 4.5 4.3 5.9 6.4 

 

Sources: Nigerian authorities; and IMF staff estimates and projections. 
a Large errors and omissions in the balance of payments suggest that the current account 
surplus is overestimated by a significant (but unknown) amount. 
b Consistent with federal, state, and local governments. 
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ANNEX 4: COUNTRY AT A GLANCE 

 
 

Nigeria at a glance 4/5/12

 Sub- Lower
Key Development Indicators  Saharan middle

Nigeria Africa income
(2010)

Population, mid-year (millions) 158.4 853 2,519
Surface area (thousand sq. km) 924 24,243 23,579
Population growth (%) 2.5 2.5 1.5
Urban population (% of total population) 50 37 39

GNI (Atlas method, US$ billions) 194.7 1,004 4,078
GNI per capita (Atlas method, US$) 1,230 1,176 1,619
GNI per capita (PPP, international $) 2,170 2,148 3,632

GDP growth (%) 8.7 4.8 6.9
GDP per capita growth (%) 6.0 2.3 5.3

(most recent estimate, 2004–2010)

Poverty headcount ratio at $1.25 a day (PPP, %) 68 48 ..
Poverty headcount ratio at $2.00 a day (PPP, %) 84 69 ..
Life expectancy at birth (years) 51 54 65
Infant mortality (per 1,000 live births) 88 76 50
Child malnutrition (% of children under 5) 27 22 25

Adult literacy, male (% of ages 15 and older) 72 71 80
Adult literacy, female (% of ages 15 and older) 50 54 62
Gross primary enrollment, male (% of age group) 87 104 110
Gross primary enrollment, female (% of age group) 79 95 104

Access to an improved water source (% of population) 58 61 87
Access to improved sanitation facilities (% of population) 31 31 47

Net Aid Flows 1980 1990 2000 2010

(US$ millions)
Net ODA and official aid 34 255 174 2,069
Top 3 donors (in 2010):
   United States -1 22 33 446
   United Kingdom 5 25 23 265
   European Union Institutions 1 23 -8 60

Aid (% of GNI) 0.1 1.0 0.4 1.1
Aid per capita (US$) 0 3 1 13

Long-Term Economic Trends

Consumer prices (annual % change) 10.0 7.4 6.9 11.9
GDP implicit deflator (annual % change) 12.4 7.2 38.2 11.6

Exchange rate (annual average, local per US$) 0.8 9.2 101.7 150.3
Terms of trade index (2000 = 100) 165 87 100 155

1980–90 1990–2000 2000–10

Population, mid-year (millions) 75.5 97.6 123.7 158.4 2.6 2.4 2.5
GDP (US$ millions) 64,202 28,472 45,984 202,523 1.6 2.5 6.7

Agriculture .. .. 48.6 32.7 .. .. 7.0
Industry .. .. 30.5 40.7 .. .. 3.8
   Manufacturing .. .. 3.4 2.6 .. .. ..
Services .. .. 20.9 26.6 .. .. 14.4

Household final consumption expenditure .. .. .. .. .. .. ..
General gov't final consumption expenditure .. .. .. .. .. .. ..
Gross capital formation .. .. .. .. .. .. ..

Exports of goods and services 29.4 43.4 54.0 36.8 .. .. ..
Imports of goods and services 19.2 28.8 32.0 30.4 .. .. ..
Gross savings .. .. .. ..

Note: Figures in italics are for years other than those specified.  .. indicates data are not available.

Development Economics, Development Data Group (DECDG).
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	7. In a departure from past government interventions, the current sector strategy is focused on improving value chains of specific, targeted, agricultural commodities. The government sees its ATA as a major tool to drive rural income growth, accelerat...
	8. The ATA focuses on both growth and employment, and aims to do so through engaging with large numbers of small farms.  If this can be achieved it will make a major contribution towards reducing poverty and food insecurity in rural areas. The impact ...
	9. Reaching the ATA goals requires an ambitious policy and institutional reform agenda, combined with strong implementation capacity. With the onset of the ATA in 2011, the policy reform process has started, providing a basis for the identification an...
	10. Implementation of the ATA requires increased public investment and harmonization of donor support. The Federal Government of Nigeria has requested the World Bank to scale up its lending portfolio to support ATA programs through additional financin...
	11. The proposed two-operation series of Agriculture Development Policy Operations will support the ambitious ATA sector reform agenda. The AgDPO development objective is to strengthen the policy environment and institutional capacity to enhance agric...
	12. Nigeria’s management of its economic policy is affected by its federal structure, comprised of the federal capital territory administration, thirty six (36) state governments and seven hundred and seventy four (774) local government councils (LGCs...
	13. Despite Nigeria’s potential, and its recent macroeconomic gains, the country is among the poorest nations in the world with a per capita GDP of US$ 1,414 (2011), an inflation rate of close to 10%, a 46% per cent poverty rate and low social indicat...
	14. In 2009, the Vision 20: 2020 presented the country’s ambition to become one of the top twenty economies in the world by 2020, focusing on two broad objectives: (i) optimize the country’s human and natural resource potential to achieve rapid and su...
	15. The country vision at state level is complemented by state level development strategies (State Economic Development and Empowerment Strategy).  Nigerian states operate with a high degree of legal and de facto autonomy in the areas of service deliv...
	16. Nigeria is highly dependent on oil, which accounts for over 95 percent of exports, nearly 75 percent of consolidated government revenues, and over 40 percent of GDP.  Due to its central importance for macroeconomic stability and development in Nig...
	17. Following Nigeria’s return to civilian rule, subsequent governments have been pursuing various macroeconomic and sector reforms. A key reform on the macro front was the introduction of the fiscal rule in 2004, whereby public expenditures were deli...
	18. The reforms ushered in a period of high, broad-based and sustained non-oil growth.  Since 2001, the growth of Nigeria’s non-oil economy accelerated to more than 8 percent. A large part of non-oil growth since 2001 can be explained by agriculture a...
	19. A weakening in fiscal restraint caused some concerns in 2010, but fiscal policy is now back on track.   Despite the strengthening of oil prices, Nigeria increased budgetary spending significantly in 2010, drawing not only on higher oil revenues, b...
	20. Since 2011, the Federal Government has pursued a path of fiscal consolidation, reducing real expenditures, bringing the federal deficit to under 3% of GDP, and limiting ad hoc distributions from the Excess Crude Account.    Monetary policy has als...
	21. The Federal Government is seeking to create a stronger institutional foundation for countercyclical policy and the responsible management of its oil wealth, but political challenges remain.  The nature of federalism in Nigeria complicates the mana...
	22. The implementation of the fuel subsidy has been a growing challenge in Nigeria.  Nigeria subsidizes petrol and kerosene by enforcing fixed Naira prices and compensating importers for the difference between this price and the world market price plu...
	23. The Government reduced the fuel subsidy in 2012, but the fiscal challenge remains.  An attempt by the Government to remove the fuel subsidy in January, 2012 met with a national strike and significant social unrest.   Under a compromise agreement, ...
	24. The very high dependence of Nigeria on inherently volatile oil revenues presents major balance of payments risks to the country. As in other oil dependent emerging markets, a sharp decline in oil prices not only has a strong impact on the current ...
	25. Nigeria’s balance of payments position has stabilized since 2011, and was in surplus during most of 2012.  Higher oil prices contributed to this stabilization, while a surge in capital inflows to the Nigerian bond market and lower petroleum import...
	26. Since 2009, the Central Bank of Nigeria has been pursuing a monetary and exchange rate policy that balances objectives of controlling inflation, promoting exchange rate stability, and providing conditions for the recovery and strengthening of the ...
	27. Following a financial crisis in 2009, a recapitalized Nigerian banking sector is now re-emerging under improved regulation and incentives. The banking sector has undergone significant reforms in recent years.   Following a collapse of the banking ...
	28. The official exchange rate policy of Nigeria is a float, but the Central Bank continues to use the exchange rate as an implicit stabilization anchor in the light of potential high exchange rate-based volatility in money demand.  That said, authori...
	29. Persistent high inflation in Nigeria in 2012 was due to factors other than macroeconomic policy, and lower inflation is expected in 2013.  Despite the notably tightening of both monetary and fiscal policy in 2012, the rate of inflation (Dec./Dec.)...
	30. The economic outlook in Nigeria has improved notably, although is subject to change with investor expectations about oil prices. Given the recent positive developments in macroeconomic policy and reforms, as well as stable expectations about oil p...
	31. Nigeria’s debt position is still strong.   Following the Paris Club debt restructuring of 2006, external debt has not exceeded 3% of GDP.  Domestic debt has gradually increased to an estimated 16% of GDP.   Fortunately, Nigeria still has room to b...
	32. The security problems in the country may be affecting prospects for GDP and investment growth.  GDP growth in the first three quarters of 2012 was estimated at 6.4%, as compared to 7.3% in the first three quarters of 2011. The national strike in J...
	33. Nigeria’s macro-economic framework is assessed as adequate for the purpose of the proposed operation. Recent debt sustainability analyses carried out by the IMF/World Bank and the Nigeria Debt Management Office (the latter also taking into account...
	The Agricultural Transformation Agenda
	34. Diversification of the economy away from the oil sector has been a policy priority in Nigeria. The agricultural sector is considered an engine of growth capable of generating broad-based development outcomes needed for rapid economic transformatio...
	35. Within agriculture, a major driver of growth is staple food crops, which contributed 35.8 percent to the agricultural GDP in 2011. Food staples include a variety of roots, tubers and cereals. A recent World Bank publication on competitiveness of A...
	36. Interim findings of ongoing analytical work by the Bank’s PREM/DEC units confirm the relevance of the ATA.8F   Enhanced agricultural productivity is strongly linked with a reduced incidence of poverty. Moreover, use of agricultural inputs, access ...
	37. The ATA is a direct implementation response by the agricultural sector to the current administration’s Transformation Agenda (2011-2015) which derives from the vision 20:2020 and the 1st National Implementation Plan (NIP). The Transformation Agend...
	38. The ATA is a product of a wide consultation process involving farmers’ and commodity associations, government Ministries Department and Agencies (MDA), State commissioners of agriculture, CSOs, private sector agribusiness entrepreneurs, and develo...
	39. Rather than trying to drive the entire agricultural sector forward at the same time as in many past strategy documents, the ATA focuses on a few key first moves - priority food staples and traditional export crops, and intends to develop these for...
	40. The approach will be costly with a number of subsidy programs and provision of public goods and services. Total government cost estimates for the ATA are not readily available, but on average Asian countries spent 11-13% of their total budgets on ...
	41. Women play a prominent role in agriculture and women farmers need to be identified as a key target group in the ATA. The recent report “Gender in Nigeria” (DFID, 2012) states that women provide 60-79% of the rural labor force. Recognizing gender d...
	42. The Agenda is different from past efforts in that it pursues much needed policy and institutional reforms. A summary of policy interventions that have sector wide impact is provided below:
	43. There are some elements of the ATA that may compromise its predominant private sector orientation, but that can be managed as part of the operation. There are various subsidies and import charge mechanisms built into the ATA policies for fertilize...
	ATA IMPLEMENTATION
	44. The successful implementation of the ATA will require continued careful attention that sometimes ambitious incentives policies are adequately calibrated to draw robust private sector interest and capacity. Three dimensions in particular will be in...
	45. As discussed in Section IV, Bank support to the ATA intends to focus on implementation through various investment lending and technical assistance operations, while the AgDPO would support the policy reform agenda. With initial steps taken in 2011...
	46. Already implemented (2012) or planned (2013 Budget), as part of the ATA overall set of policy instruments intended to drive competitiveness improvement in strategic agricultural commodities, is a significant increase in some trade tariffs, excise ...
	47. Market protection measures through import charges on rice are unlikely to stimulate increased local production and reduce import dependency in the short term. A recent review of policy options by IFPRI9F  suggests that a substantial supply respons...
	48. Provision of support to technology development and adoption has commenced and has begun to improve agricultural input supply chains. According to a recent government progress report on the implementation of the ATA10F , 1.2 out of the total estima...
	49. Public and private investments in market and value chain development are being made. According to the ATA progress report, the private sector is investing in 240,000 tons of rice milling capacity and financing for additional processing capacity is...
	Agriculture Sector Public Expenditure
	50. Appropriate levels and composition of public expenditure in the agricultural sector are essential for provision of public goods and services and to “crowd in” private investment. At this point in time, a clear picture of consolidated public sector...
	51. PFM capacity at FMARD is being strengthened and will help address the expenditure information shortcomings that currently handicap decision-makers. At the main Ministry level, ongoing roll-outs include implementation of an integrated personnel and...
	52. The proposed AgDPO operation is in line with the strategic focus of the CPS FY10-13 and contributes directly to its targets and outcomes.  The pillar I of the CPS FY10-13 is to achieve and sustain growth in the non-oil economy and the AGDPO will c...
	53. The AgDPO series will contribute to the new CPS FY14-16 outcomes on supporting sources of growth and competitiveness. The new CPS under preparation has identified the agriculture sector as a potential source of inclusive growth and a sector where ...
	54. All development partners active in the agriculture sector have aligned their programs to the ATA (USAID, IFAD, EU, DFID, AfDB, FAO, UNDP, AFD, JICA, GIZ, and the World Bank). A policy group comprising of USAID, DfID, World Bank, and FMARD, convene...
	55. The development of the AgDPO, including the selection of policy priorities, is contributing to the ATA policy dialogue, and the articulation of a comprehensive and evidence-based policy reform agenda. A structured policy dialogue and joint FMARD-D...
	56. Bank broad support to the ATA is being pursued through an adjustment to its agriculture sector portfolio, with structuring along three dimensions: (i) an Agricultural Transformation DPO that would underpin the required enabling policy framework; (...
	57. The Bank investment lending portfolio is making valuable contributions to assessing and addressing gender asymmetries, thus supporting the AgDPO reform agenda and the ATA. GEMS has gender assessments and a full-fledge strategy to mainstream gender...
	58. The West Africa Agricultural Productivity Program (WAAPP) will play an important role in supporting the upstream input supply segment of prioritized value-chains under the ATA by resolving constraints associated with the production of breeder and ...
	59. Given its national coverage and focus on on-farm productivity, FADAMA-III, an agriculture development project, is well positioned to support smallholder farmer access to both the input and production components of priority value chains under the A...
	60. CADP is supporting the ATA’s agenda on investments in post-harvest management and processing, which complements anticipated support under the AgDPO, and additional finance is being considered to extend such activities. Opportunities are being asse...
	61. Nigeria’s Rural Access and Mobility Project (RAMP II) would provide support for establishment of major roads infrastructure that would be associated with the establishment of envisaged agro-processing zones under the ATA.  Spatial analysis would p...
	62. The Growth and Employment in States (GEMS) project would provide necessary support to facilitate private sector investments in post-harvest management and processing, including investment promotion of envisaged agro-processing zones, and access to...
	63. In direct support of agricultural sector management (Policy Area 4), Bank-administered TA, funded by the Bill and Melinda Gates Foundation (P119400) aims to assist FMARD in conducting an agriculture sector public expenditure review of federal leve...
	64. The recognition of climate change and the inclusion of climate resilient agricultural approaches in national strategies and programs is being supported by the Bank including through the Nigeria Erosion and Watershed Management Project (NEWMAP) tha...
	65. A number of agriculture sector DPOs have been implemented in recent years, although in the Africa region this instrument has only been implemented in Ghana. At the corporate level, there is increasing focus on using sector development policy lendi...
	66. Ghana’s two recent AgDPOs played a role in implementing Ghana’s CAADP Compact and agricultural sector investment plan. The Implementation Completion Report for the first and second AgDPOs found that sector development policy lending was a flexible...
	67. Recent experience from Mozambique with the on-going series of PRSCs underlines the need for a longer term, programmatic, sector-specific approach to achieve measurable outcomes through policy and institutional reforms. Progress on poverty reductio...
	68. Niger’s two Rural and Social Sector Policy Reform Credits have played a major role in drawing attention to the institutional and policy reform agenda that was required for a successful implementation of the multi sector National Agricultural Actio...
	69. The 2012 Development Lending Retrospective prepared by the World Bank's Operations Policy and Country Services (OPCS) reports that the performance of IDA-funded Development Policy Lending improved in recent years, as measured by the Bank’s Indepen...
	70. The 2012 OPCS review highlighted the role of DPOs in coordinating aid and achieving greater alignment in the policy dialogue in many (although not all) cases.  The AgDPO series for Nigeria will support the medium-term ATA which now serves as a mec...
	71. Internalizing and implementing the ambitious ATA policy agenda by FMARD and other sector-relevant MDAs will require attention to the institutional grounding of policy implementation and selective capacity strengthening. The experience from Ghana i...
	72. Due to the nature of budget support, the difficulty of attribution of achievements and results requires a carefully designed results framework. Ideally, the Results Framework is based on an existing M&E framework. The availability and timing of re...
	73. Productivity growth in staples has the greatest potential impact on poverty reduction. IFPRI analysis of growth options in agricultural sub-sectors so as to meet a six percent annual sector growth target and to   reduce poverty in Nigeria between ...
	74. Interim findings of an ongoing study on agriculture and rural poverty suggest that a one percent increase in agricultural productivity will decrease the likelihood of being poor by between 2 and 3 percent.12F  The determinants of agricultural prod...
	75. In preparation for the planning of this operation, an internal Synthesis Note was prepared to provide an overview of critical constraints and key opportunities that are deemed relevant to put Nigerian agriculture on an accelerated and sustained gr...
	76. Capturing agriculture’s growth potential will require a shift from area expansion fueled by land conversion, to systems intensification fueled by on-farm productivity growth as the main driver of growth in the sector.  This shift will need to be a...
	77. Increasing productivity and competitiveness of Nigerian agriculture can only be achieved by scaling-up public expenditures and improving their efficiency.  Towards this end, the Bank is providing support to initiate assessment of public expenditur...
	78. There is an urgent need for bold public sector action to improve farmer’s access to improved technologies in a manner that simultaneously fosters the development of input markets and takes into account the likely impacts of climate change. There i...
	79. Current input subsidy administration in Nigeria has benefited from the lessons learned in the assessment of the old system of fertilizer distribution and the pilot of fertilizer voucher system. An assessment of the 2009 Fertilizer voucher program ...
	80. Evidence from small scale irrigation demand literature suggests that expansion of small scale irrigation and private sector investment must come with necessary policy reforms.17F 18F  Small-scale private irrigation schemes (SPRI) have been the maj...
	81. A note by the World Bank on gender and livelihoods is under preparation, using the 2011/12 wave of the General Household Survey, and which will assess information on gender differentials in participation in crop, livestock, staple, and cash crop p...
	82. If agriculture is to make a sustained contribution to long-term growth, it needs to become more climate resilient. Recent analytical work undertaken by the World Bank indicates that unless action is taken now, climate change is likely to exacerbat...
	83. The carbon footprint of agriculture is poised to decline, but is still likely to be sizeable.  Historically agriculture and lands use changes have accounted for the bulk of Nigeria’s carbon emissions (as much as 60% in 2005). World Bank analysis s...
	84. But agriculture can be more climate resilient and less carbon intensive, while at the same time raising productivity. There is a range of sustainable land and water management practices that can offset, or even reverse climate change impacts on cr...
	85. There is need for measures that improve the functioning of factor markets for farmers and private investors. Fewer than two percent of rural households have access to any sort of institutional finance in Nigeria. Although land is relatively abunda...
	86. Improved on-farm productivity can only be translated into improved profitability if output markets function optimally. Addressing a number of critical issues could have a significant positive impact on the functioning of domestic markets. Incentiv...
	87. A recent review of the ATA documents by a consulting firm (Accord Associates, 2011) suggests that the program is ambitious. A key challenge will be a possible lack of implementation capacity on the part of the government, and getting adequate coor...
	88. The program development objective is to strengthen the policy environment and institutional capacity to enhance agricultural productivity and market access among farmers, and to improve agriculture sector management. The operation will support the...
	89. A number of cross-cutting beams are important for the operation both in establishing links amongst the Policy Areas and as well as links between the operation and other instruments that are receiving Bank support.  One such horizontal beam is the ...
	90. The objectives in this policy area are to: (i)  enable farmer access to and adoption of seed and fertilizer technology, and the development of efficient and profitable seed and fertilizer supply chains; (ii) enable access for farmers to effective,...
	91. Under the Agriculture Transformation Agenda, comprehensive reforms within the seed and fertilizer sectors are being undertaken. Through a series of policy, program, and legislative changes, the responsibility for the production and distribution of...
	92. Until 2012, the private sector had been mostly supplying government’s fertilizer and seed distribution programs.  As such, the role of the private sector was limited to wholesale supplies, and that limited market structure provided little incentiv...
	93. In support of the implementation of the amendment bill, a new seed policy is required, based on a consultative process. The policy would be in line with and accommodate the ECOWAS seed harmonization regulation that will encourage intra-regional te...
	94. In response to the changed policy environment, new investments in seed technology development are being made. There are 12 research institutes that produce breeder seed. In addition, 34 private seed companies have formed the Seed Association of Ni...
	95. In order to support the demand side of the seed sector, promotion of technology among farmers needs to be scaled up. Some of the universities have seed extension villages, considered a good initiative by NASC. The ARCN is also working to establish...
	96. Until recently, the fertilizer sector in Nigeria was managed and regulated by the National Fertilizer Board. With the implementation of the ATA, the state monopoly on fertilizer production and marketing was removed and FMARD became responsible for...
	97. A new law is required that officially liberalizes the fertilizer sector. Although the current government input support program already involves the private sector, and reflects the newly defined roles of the public and private sectors (see below),...
	98. Bold steps are required, and are being taken, to transform the previously existing fertilizer subsidy program into a holistic input support program. The previous fertilizer subsidy program was based on public procurement and distribution and reach...
	99. A comprehensive monitoring and evaluation framework will be required to monitor project progress, document successes and challenges for future use, and provide data that will allow program adjustments to be made. As with all new ambitious programs...
	100. In view of the significant yields gaps for almost all crops in Nigeria, the need for more effective extension services is paramount.  The current system is inadequate and action is required to:  (i) improve coordination among Federal and State ex...
	101. FMARD has completed a report outlining its strategy to transform rural extension services. The extension service has been operated at the individual State level, with mixed results. The performance of State extension services is extremely variabl...
	102. Research needs to be relevant, demand driven, and oriented towards the adoption of climate-smart technologies. This is the new vision of the Agriculture Research Council of Nigeria that is considering institutional reform in order to remain relev...
	103. Future developments in research are expected to include a program of competitive funds for priority upstream research (including on climate-smart technologies), research programs in partnership with public sector institutions, universities and th...
	Outcomes
	104. Expected medium-term outcomes in this policy area are an increased proportion of farmers using improved seeds and fertilizer, and increased effectiveness and efficiency of publically supported seed and fertilizer distribution systems.  Further, t...
	105. The objective in this policy area is improved competitiveness in agricultural production and processing.
	106. The balance between potential gains to commodity producers with the potential negative impacts on consumer welfare will be important to keep under constant assessment, with this impact monitoring informing periodic policy review and possible adju...
	107. The government is identifying the analytical tools, monitorable indicators and decision-making mechanisms to implement this framework, as well as the capacity strengthening needed to allow for their timely deployment.  FMARD is in the process of ...
	108. An important delivery mechanism for ATA support is the establishment of Staple Food Processing Zones (SFPZs), which will provide an incentive structure for private sector value chain investments in the form of infrastructure, tax incentives, and ...
	Outcomes
	109. Expected medium term outcomes in this policy area are that agricultural producers, processors and other value chain actors are encouraged to invest in the sector, while the Government has established and implemented a framework for multi-agency m...
	110. The objective in this policy area is to enhance local market participation and local value-added through improved access to finance, in line with Principles of Responsible Agriculture Investments.
	111. Incentives are required to boost market liquidity through trade finance, and encourage investment in local value-addition through medium to long term credit. The Nigeria Incentive Based Risk Sharing System for Agricultural Lending (NIRSAL) was es...
	112. To further enhance the enabling environment that will encourage agricultural lending, a competitive agricultural insurance market needs to be encouraged. The National Agricultural Insurance Corporation currently has a statutory mandate to insure ...
	Outcome
	113. The expected medium-term outcome in this policy area is that there will be improved access to finance for agriculture.
	114. The objectives in this policy area are to: (i) improve public expenditure management in the sector, and improved ATA implementation capacity; and (ii) integrate climate change strategies in sector policies and programs.
	115. Building adequate capacity for public financial management (PFM) in FMARD is particularly critical, and is well underway, to overcome the constraints in mobilizing basic expenditure information for decision making as revealed by the initiation of...
	116. A review of public agricultural expenditure at the Federal, State and Local Government levels is being undertaken to assess adequacy of levels and composition to support reaching ATA goals.  The State and Local Government assessment will be on a ...
	117. ATA planning needs to involve the Federal, State, and Local Government levels across the country. Coordination is important, and the roles and responsibilities between Federal, State and local levels need to be clarified. As a first step the ATA ...
	118. In parallel, ATA implementation and coordination arrangements are required. The establishment of the Agricultural Transformation Implementation Council is a prior action that has been met. The Council was approved in October 2012, and will enable...
	119. An adequate institutional and policy framework is needed to address the cross-cutting challenges of climate change. A first step in this direction has been made in 2012, with the development by the Federal Ministry of the Environment of the Natio...
	120. The NPCC-RS points to the fact that enhancing the capacity and readiness for climate action of the Government is a long term endeavor. In the specific domain of agriculture, actions required to address climate change cut across the boundaries of ...
	121. The AgDPO2 affords an opportunity to make monitorable progress in this longer-term agenda, with a concrete milestone envisaged for the second operation in the program (AgDPO2), namely the adoption of a sector-wide strategy on climate-smart agricu...
	Outcomes
	122. The expected medium-term outcomes in this policy area are enhanced allocative efficiency and execution of the agricultural sector budget, improved field-level coordination between FMARD and States’ staff on ATA implementation, and an improved ena...
	Policies: Cross-cutting Issues and AgDPO Selectivity
	123. There are a number of policy issues that the AgDPO will provide support to that cut across more than one of the four main policy areas above, and that provide horizontal beams to the policy architecture of the ATA.  Key amongst these, and describ...
	Climate-resilient Agriculture
	124. Swift action is needed to enhance the climate resilience of agriculture. Climate change impacts on Nigeria’s agriculture will be significant, and more so, in the medium to long term. But there are at least three reasons why the Government may wis...
	125. Investment in irrigation infrastructure is a particularly important component of climate-resilient agriculture that is addressed by the ATA, which in addition to reducing climate risks will also enhance agricultural productivity, create jobs, ens...
	126. A National Irrigation Policy for Nigeria (NIPN) is being developed to establish the overall strategy for the irrigation sector in Nigeria. An important aspect under the proposed policy is defining the respective roles of Government and the privat...
	Gender-sensitive Agriculture
	127. Gender-sensitive Agriculture In addition to designing the technology access components of Policy Area 1 to adequately reach women farmers, the ATA aims to address the high interest rates and collateral requirements that screen out farmers, partic...
	Nutrition and Agriculture
	128. As part of a broader nutrition improvement agenda, Nigeria is pursuing both food fortification and bio-fortification.  Nigeria has been fortifying staple foods - vegetable oil, wheat flour, sugar and maize flour – with micronutrients for over a d...
	AgDPO Selectivity
	129. Other policy areas that are part of the ATA reform agenda may be important to achievement of the program’s objectives, but not determined to be appropriate for inclusion as prior actions or triggers of the AgDPO instrument.  Readiness is an impor...
	130. With regard to the specific measures of the operation, positive poverty and social impacts are expected. First, by focusing on measures to improve the productivity of food crops the target beneficiaries are, by implication, poor small-holder farm...
	131. Given the gendered division of labor in Nigeria’s agriculture, gender aspects require specific attention in the planning of ATA implementation programs. Women have relatively limited rights to farmland in spite of having a significant role in agr...
	132. Interventions under the ATA, including with the support of ongoing and new Bank operations, focus on poorer, small-scale farmers, and address some of the gender imbalances. Establishment of an Extension Department for the first time in the FMARD ...
	133. The specific actions supported by the proposed programmatic series of development policy operations are not likely to have significant adverse effects on the Nigeria’s environment, forests or other natural resources. Specifically, the measures su...
	134. With reference to OP8.60, the policy measures supported by the operation are not expected to have significant effects on the environment. In fact, there may be beneficial effects arising from actions aimed at strengthening the management of land,...
	135. Nigeria has a robust environmental institutional framework and considerable capacities to set environmental management standards and ensure compliance. The National Policy on Environment, 1989 (revised 1999), has the objective to achieve sustaina...
	136. The act establishing the Federal Ministry of Environment places on it the responsibility of ensuring that all development and industry activity, operations and emissions are within the limits prescribed in the National Guidelines and Standards, a...
	137. Other relevant national Legal Instruments on environment include the National Effluents Limitations Regulation; the Management of Solid and Hazardous Wastes Regulations; the National Guidelines on Environmental Management Systems (1999): the Nati...
	138. In addition, the country has in the past and is currently implementing a series of World Bank projects, including category A projects with satisfactory compliance to World Bank safeguard policies.  In particular, experience gained from the implem...
	139. The AgDPO will apply the good practice principles of conditionality (Box 2). FMF and FMARD will be responsible for implementing this operation on behalf of the Government. IDA will make the credit proceeds available to the Borrower upon: (i) main...
	140. The operation will be aligned with the activities of other donors and with the joint sector policy and planning process. It will also be aligned with the implementation of the policies being supported by the 2011 Transformation Agenda. FMF would ...
	141. Data for measuring results will be drawn from various sources, including ongoing Bank operations (notably Fadama and CADP), internal FMARD reports, and the newly available General Household Survey-Panel (GHS-Panel) conducted in 2010/11 by the Nig...
	142. Public financial management has improved in recent years, and a broad reform program is being implemented with support of the donor community. The federal Government has increasingly aligned its budget to the medium and longer-term policy priorit...
	143. Since 2003, the federal Government has made a significant effort to advance the reform of the PFM system. The approved Federal Budget is publically available on the Federal Ministry of Finance website.  Nonetheless, there is still scope for the i...
	144. Several improvements have occurred since 2005 in terms of cash management, accounting and reporting. At the federal level, the cash management function was strengthened, and cash releases became more predictable. Much of the accounting processes,...
	145. Progress has been made on timely reconciliation of fiscal and monetary accounts. The Accounting Tracking Recording and Reporting System (ATRRS) supports better reporting and monitoring as well as reconciliation of cash books and bank statements. ...
	146. The Offices of the Accountant General and of the Auditor General have made major progress in reducing the backlog of reports. By statute the Auditor-General is required to publish the financial statements within 7 months of the end of the financi...
	147. The openness and scrutiny of the budget by the Legislature and the public has improved with the publication of the federal budget on websites and in newspapers. The appropriations committees of the National Assembly have started the practice of r...
	148. Challenges remain, such as the lack of consolidated reporting at the country federal level, as well as insufficient reporting on budget assets and liabilities. There is also the need to improve quality of external budget audit reports. It is expe...
	149. Starting from 2004 budget, the Government initiated the production of annual budget performance reports, which are released to the general public. The Federal Ministry of Finance produces in-year budget implementation reports on a quarterly basis...
	150. As regards the control environment at the Central Bank of Nigeria (CBN), the IMF conducted a full safeguards assessment in 2001 with respect to the Stand-By Arrangement, which expired on October 31, 2001. The assessment, which included an on-site...
	151. Overall Fiduciary Environment: The current PFM system, assessed together with the associated reforms, will be adequate to support the operation.  The FGN is committed to improving the PFM environment in the country and key actions are ongoing. Pr...
	152. Borrower and credit amount: This Credit is of SDR 66,300,000 million (US$ 100 million equivalent). The funds would be made available upon Credit effectiveness and will follow the normal World Bank disbursements for Development Policy Lending.
	153. Funds Flow Arrangements: In the absence of a more recent IMF safeguard assessment report, or equivalent information from other sources relating to the control environment in the CBN, the foreign exchange proceeds of the credit will be deposited i...
	154. Disbursements from the Consolidated Fund: by the Federal Government of Nigeria (FGN) shall not be tied to any specific purchases and no special procurement requirement shall be needed.  The proceeds of the credit shall, however, not be applied to...
	155. Assurance Requirements: Due to the fiduciary risk associated to this operation, additional fiduciary arrangements shall apply to this operation. An audit of the flow of funds from the dedicated foreign currency account at the CBN to the consolida...
	156. A departure from the prevailing policy of a private sector led transformation, underpinning the AgDPO series, may be a potential risk. The Government has endorsed the ATA and commenced its implementation, is endeavoring to increase its budget on ...
	157. The import charges on food commodities that are currently in place may result in increases in food prices that would affect poor consumers in urban and rural areas. If import charges do indeed cause price increases and if no gradual downward adju...
	158. The potential for vested interests of, or resistance from, various sector stakeholders to reach levels sufficient to undermine achievement of ATA objectives is a possibility.  Attention is being paid to this moderate risk by the ATA implementatio...
	159. Nigeria’s exposure to climate change has been well documented. Adaptation measures are supported by the DPO, mostly by encouraging Government to include climate change in the ATA programs, focusing on improved information, development of climate ...
	160. Weaknesses in PFM potentially undermine the effectiveness of Government spending and risk weakening the expected outcomes from sector-focused development policy lending. This is a risk that is being mitigated by the planned roll-out of an improve...
	161. A further worsening of the security situation in some regions of Nigeria poses a risk to the implementation of the government’s agricultural development program. As terrorism activity focuses mainly on urban centers, market activity may be disrup...
	162. A possible lack of funding to continue the General Household Survey-Panel during 2013/2014 would result in important farm-level results not being measured at the end of the AgDPO series. The GHS-Panel started in 2010/11 (providing for the baselin...
	163. The potential benefits of the proposed operation outweigh the residual risks and warrant assistance for implementing critical reforms and policy actions in a coordinated fashion with other donors, while supporting risk mitigation actions to maxim...



