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Abstract

This study sets out to investigate whether corporate agriculture has any significant impact on Ni-
geria’s economy. The dimensions of impact assessed are mainly capital investment, private sec-
tor’s participation, employment and rural resource/infrastructural development. We used de-
scriptive statistics and simple percentages for evaluation. Secondary data from the Nigerian Stock
Exchange were collected, sorted, classified and used for the analysis, with extensive literature re-
view. The study finds that corporate agriculture has significant positive impact on the economy,
but the subsector is still under-invested and under-utilized. Government policies had not encour-
aged large scale investment in corporate agriculture; rather it has only favored official funding of
agricultural programs creating loopholes for mismanagement of huge agricultural resources and
wastages. The implications are obvious; including unemployment, food insecurity and rural po-
verty. Our limitation is with respect to inaccurate, up-to-date secondary data. However, this limi-
tation does not invalidate our findings. We recommend corporate agriculture, policy reforms and
accelerated investment in the sector through public-private partnership. We also recommend a
bridge in infrastructure gap between rural and urban geography in a comprehensive rural-urban
integration program. We conclude that Nigeria can achieve food security and also contribute to
food security in other countries through exports and foreign exchange.
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1. Introduction

The purpose of this study is to investigate whether corporate agriculture has any significant impact on rural de-
velopment in Nigeria. The dimensions of impact assessed include employment, rural resource development,
GDP, capital investment and private sector (corporate bodies”) participation. Given Nigeria’s huge population,
and the consequences of unemployment on the economy and individuals, it is not out of place to consider cor-
porate agriculture as a veritable tool for poverty reduction and rural development in Nigeria. Government alone
cannot provide the needed jobs, but private investment in labour-intensive corporate agriculture can. It is imper-
ative for the private sector to be encouraged by government policy to invest in the upstream and downstream
agribusiness in Nigeria. A lesson was learnt from a field survey undertaken in China’s agro-industries, particu-
larly the Chateau Chanyu Wine Industry and Dabeinong High-Tech Agricultural Industry. Chateau Chanyu was
listed in China’s stock market, like many of Chinese agricultural companies. The industry has a long history of
corporate agribusiness and collaboration with similar industries in Germany, Australia, France, Italy, Newzeal-
and etc.

The wine industry has a large scale farming technology. It grows grapes, manufactures and exports first grade
wine to several countries with lots of employment and poverty reduction drive. This is possible for the Nigerian
cocoa, palm oil, saw mills, groundnut, fruits, and rice, cassava, cotton and textile industries. Their propensity to
create jobs and generate income is higher than the oil industry. As income increases for the poor, together with
high rural savings rates, it makes capital available for investment. Agricultural research helped the wine-grape
growers, food technology and investment programs helped the wine makers. Infrastructure and employment
over the entire area have significantly improved. Chinese Government also encouraged the industry with market
information to expand domestic and foreign markets. Nigeria can demonstrate high level policy commitment to
rural industry promotion in agriculture and tourism, translated into network systems of subsidized inputs, libera-
lized incentives, policy protection, quotas, and promotional institutions, favoring corporate large scale and me-
dium scale agriculture value-added. The rural communities in some regions such as North-East, North-West,
South-South etc. have specific endowments, but face risks of insurgency and natural disasters like drought and
flood which reduce their crop yield and livestock production. These risks make the rural farmers very vulnerable
to the loss of their income sources. The disasters work for corporate agriculture and agro-industrial diversifica-
tion in order to mitigate the risk of farm failures, and evolve a balanced, inclusive development. The small scale
farmers do not have the resilience to recover quickly from such disasters in the absence of alternative sources of
capital/income, especially in the absence of credit and insurance markets in the rural areas. Nigeria is running
out of her oil resources and needs to preserve these oil resources by harnessing properly her non-oil resources.
This study considers corporate agricultural enterprises as a veritable tool for poverty reduction and rural devel-
opment in Nigeria due to the local resource content, labor and capital input that are likely to be absorbed. In
modern societies, stock exchange performs important development roles for any country. One of these roles is
the conduit of investment capital. The problem of study highlighted in the next section, and the expected bene-
fits are the determinants of corporate and agro-diversification. Corporate agriculture can work very successfully
in Nigeria, given the capital and a strong incentive to diversify investments in order to secure farmers’ livelih-
oods. Corporate agriculture can play a key role in the livelihood strategies of the Nigerian youths and the rural
poor. Besides, the managerial skills, production and marketing skills are getting highly professional and compet-
itive beyond subsistence agriculture. These require pulling together of resources to be professionally harnessed
in a large scale. The economies of scale from corporate agriculture in terms of financial capital, inputs, research
and sustainable development, employment and profits cannot be overestimated. The need to raise capital from
the Nigerian stock Exchange Market for commercial agriculture cannot be overemphasized. Investors in Nige-
ria’s agriculture should expect huge financial returns.

This study is organized in 6 sections. Section 1 is the introduction. Section 2 is the problem and significance
of study. It covers also literature review. Section 3 is the methodology. Discussion of findings is in section 4,
while sections 5 and 6 are the conclusion and recommendation respectively.

2. Problem and Significance of Study
2.1. Problem of Study

Nigeria is ranked 26th economy in the world [1], and the largest economy in Africa. The country is also on track
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to become one of the 20 largest economies in the world by 2020. However, Nigeria’s subsistence agricultural
sector and continued importation of what she could naturally produce have not kept pace with economic vision.
The country has had several Agricultural policies from the 1970’s to date, characterized by political instability
and policy inconsistency as well as lack of political will to sincerely implement these policies. Worse still, all
the agricultural programs depend wholly on official funding crippled by official corruption. Adequate considera-
tion and policy incentives have not been given to the private sector’s corporate investment in Nigeria’s most
endowed sector-agriculture. Given Nigeria’s population, poverty affects about 45% of the population, in contrast
with huge wastages and vast untapped resource potentials resulting to resource curse. The economy suffers basic
deficiencies including unreliable power supply, decaying infrastructure and corruption which are impediments to
private enterprise development. There are difficulties in assessing credit facilities for investment in agriculture.
Others are land grabbing, small scale production and lack of awareness of inherent potential in the industry.
Above all, the agricultural industry which Nigeria has comparative advantage, is yet to be properly listed in the
Nigeria’s Stock Exchange (NSE). Besides, Nigeria’s agriculture has suffered from years of mismanagement,
inconsistent and poorly conceived government policies, neglect and lack of basic infrastructure. Nigeria is no
longer a major exporter of cocoa, groundnut, rubber, oil palm mostly caused by lack of research, obsolete varie-
ties and overage trees. The land tenure system does not encourage long-term investment in technology or mod-
ern production innovations. Nigeria which was a net exporter of food has become a net importer of food to sus-
tain her teaming population. This is absolutely not sustainable. The average percentage contribution of Agricul-
ture to Gross Domestic Product (GDP) is 42.1%, NPC [2]. There is need for Nigeria to tap into the potentials of
corporate agriculture. The expectation is that corporate agriculture could bring fortunes; help diversify the rural
economy, increase industrial capacity utilization, create jobs, improve agricultural productivity and eliminating
extreme poverty and hunger. The problem of this research is summed thus:
1) Unsustainable management of agricultural resources in Nigeria.
2) Adequate consideration and policy incentives have not been given to the private sector’s corporate invest-
ment in Nigeria’s most endowed sector-agriculture.
3) There are difficulties in assessing credit facilities for investment in agriculture.
4) Lack of adequate capital for the small-holder peasant farmers.

2.2. Literature Review

A study by [3] examined the effect of other channels of growth on the decrease in poverty and the overall
growth rate in six low income countries of Africa. The findings of that research conclude that industrial growth
is less effective in reducing poverty than agricultural growth. Nigerian agriculture can perform better in creating
jobs if the sector is industrialized, diversified, and creating surplus value added in the chain. Nigeria needs agri-
cultural revolution and industrialization on a country-wide basis. Corporate agriculture is a large scale business
or commercial organization. It requires sourcing of capital from the sale of stocks and shares or by long-term
borrowing through the sale of bonds or through giving mortgage or any combination of these methods. The
shares or stocks represent equity interests, while bonds are evidences of creditors’ interest [4]. In many devel-
oping countries, corporate farms were operated by foreign companies in the form of plantation. This was true of
rubber, cotton, and oil palm plantations in Nigeria; tea, teak, coffee, tobacco plantations in many countries of
South East Asia, South and Latin America and Africa. Many of such plantations were large scale enterprises
under extensive land concessions, with the nationals of the countries working as paid laborers and the harvests
exported to feed industries abroad. Nigeria is facing a global competitive market structure in agriculture. There
is imminent food crisis given the population pressure. Food quality and quantity are on the decline. There are
also environmental challenges; climate change-changes in temperature, precipitation, sea level, extreme weather
conditions, floods, droughts and heat waves which represent major challenges for the small holder farmers oper-
ating with primitive technology. Corporate agriculture could pull capital together to afford agricultural technol-
ogy innovations for large scale fisheries, livestock, fruits, vegetables and grains, as well as value-added agricul-
tural industry. Corporate agribusiness has many advantages which include economies of scale, extensive re-
search and development, diseases and pest control, efficient processing with high quality produce, efficient sales
organization etc. Globally, agriculture is being researched, resourced, developed and financed as a business.
Wassily Leontief developed strategies for the industrialization of Florida citrus industry to the benefit of small
citrus farmers through the control of distribution and processing. Also developed was the strategy for the indu-

OALibJ | DOI:10.4236/0alib.1102503 3 April 2016 | Volume 3 | e2503


http://dx.doi.org/10.4236/oalib.1102503

E. M. Agrietal.

strialization of America’s wheat-to-consumer chain as well as soya bean market for animal feed. The benefits
were agricultural efficiency, commercialization and economies of scale. Starting with the development of com-
mercial hybrid double-cross seed corn varieties by the public sector in the 1930s, the private sector has assumed
an increasing role in genetic improvement and seed reproduction in developed countries [5]. The Rockefellers’
and Ford’s Foundations in the 1970s have had significant impact on the transformation of American agriculture
into more efficient corporate agriculture. This has had global influence on agribusiness. Taking China as another
instance, the rural income distribution in China was worse than Nigeria in the period before 1978 when the Chi-
nese Opening Up Policy became effective. It began to change following the household responsibility system
(HRS), otherwise known as the privatization of agricultural production in the 1980s. China has about 22% of the
world’s population, but with only 9% of the world’s cultivated land [6]. In terms of land mass and favorable
weather suitable for corporate agriculture, Nigeria is better endowed than China. However, China’s agribusiness
is all over China and across Africa. From the period of HRS in the 1980s, the resources devoted to agricultural
science and technology in China have expanded rapidly till date. China now ranks amongst the top countries in
total R&D spending and the number of researchers [7]. The Chinese breakthrough in hybrid rice forms a signif-
icant share of the competitive advantage of China’s agribusiness. Corporate agricultural enterprises in China
(with government policy support) have assisted in transforming the production technology of peasant farmers,
lifting millions out of poverty in just a decade [8].

2.3. Theoretical Framework

The theoretical framework of this study is anchored on three theories: the Portfolio Theory, the Efficient Market
Hypothesis (EMH) and Cost of Capital Corporate agricultural investment in Nigeria has expected returns meas-
ured by the risk involved. Risk is the danger or uncertainty in the midst of opportunity. The opportunity refers to
returns or gains or the expected profits. Contextually, the returns refer to the actual or expected gains from cor-
porate agriculture, measured as:

_CG+D

ISP

where R =risk, CG = Capital Gain, D = Dividend and ISP = Initial Share Price.

2.3.1. The Portfolio Theory

The pioneering effort in developing this theory is credited to [9] [10]. An investment portfolio is a collection of
income-generating assets that have been purchased to meet a financial objective, [11]. Share (security) analysts
employ this fundamental approach by relying on companies’ estimated future earnings and dividends. The prin-
cipal objective of the analysis is to identify mispriced stocks. Portfolio theory deals with how risk-averse inves-
tors can construct portfolios to optimize or maximize expected returns based on a given level of market risk. The
theory states that rational investors are averse to taking increased risk, unless they are compensated by an ade-
quate increase in expected returns. The theory further states that for any given expected returns, rational inves-
tors will prefer a lower level of risk. Where offered the same level of risk, they will prefer an investment with
higher expected returns. According to the portfolio theory, a set of “efficient portfolios” can be constructed from
which an investor can choose the most appropriate for his/her risk profile. The portfolio which offers the highest
expected returns for a given level of risk is regarded as efficient or optimal portfolio. The optimal portfolio for
Nigeria’s corporate investors is agricultural value-added investments.

2.3.2. Efficient Market Hypothesis (EMH)

[12] and [13] established the theoretical basis of EMH. It was further propounded by [14] and [15]. EMH is a
pillar of modern finance. The theory states that an efficient financial market is one which prices incorporate all
available public and private information about an industry or company. Furthermore, the theory emphasizes an
efficient financial market that gets capital from the surplus spending unit to the deficit spending unit with prof-
itability but minimized risk. If the Nigerian economy must have effective demand and supply of capital, and in-
vest optimally, the allocation of capital in the Nigerian Stock Exchange (NSE) should be done in such a manner
that capital gets to those who can make good use of it to generate the highest returns. The potential for highest
returns lies not in petroleum or imports, but in the agricultural industry local content. Agro-allied corporate in-
dustries with the most promising investment opportunities should have access to the Nigerian stock exchange
market. Agricultural enterprises should be registered and traded in the NSE. They should have access to needed
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finance to accomplish the federal government vision of agricultural sector transformation and job creation. Ni-
geria agriculture has potential in providing needed raw materials for smooth industrialization. When funds are
channeled to areas of comparative advantage such as agriculture, the market is said to be allocationally efficient
as it adjusts to new information. An empirical analysis of the EMH is linked with the Capital Asset Pricing
Model (CAPM) ([16] and [17]), expressed based on the equation;

E(Ri)=Rf + gi[e(Rm)—(Rf)].

where:

E(Ri) = The expected average returns on the assets in portfolio(i),

Rf = The risk-free rate of return,

e(Rm) = Expected average returns on all assets,

Bi = The beta coefficient of the asset or portfolio(i). It is thus a measure of the risk in the asset or the portfo-
lio. The set of information available at the NSE show that corporate agricultural companies are yet to be suffi-
ciently listed at the NSE.

2.3.3. The Cost of Capital Theory

The financial cost of capital from the theory of the firm explains that the objective of the firm is to maximize
profit in order to maximize the share value and vice versa. The value of the firm’s shares depends on the profit
or earnings, the costs and the discount rates. In order to maximize the profits and share value, both transaction
cost and the discount rates have to be minimized. The discount rate by definition is the rate at which the finan-
cial market is willing to exchange one naira today for one naira in the future, it is the present value of future
earnings. This is referred to as interest rate or generally as the cost of capital. There are therefore two types of
cost associated with the financing decisions of corporate firms; the cost of raising the finances required from the
capital or money market; the interest rate and the transaction costs. The later include registration fees, the un-
derwriting fees, the issuing house commission and the stock exchange commission. The magnitude of these
costs depends on the extent of imperfection and competition in the financial market. The Nigerian financial
market is imperfect and competitive. Consequently, transaction costs are not zero. The size and magnitude of
costs are also affected by the large amount of capital required for corporate agriculture [3]. This affects the ex-
pected profit from large scale agricultural investment. They could as such, affect the share value of the corporate
enterprise. Since the costs are fixed in proportion, the new firm could do nothing to influence them. It is only the
corporate financial policy of the government could adjust the transaction costs for the financial health of the
economy. This is part of the monetary policy for macroeconomic stability. The second type of cost is the oppor-
tunity cost of capital which is used in discounting future sums to their present value. It is the cost of forgone al-
ternative investments of capital or the loss of profit associated with forgone alternatives; such as the investor
lending such capital to the financial market at a certain interest rate. The high transaction costs are a concern for
the corporate enterprise because they act as impediments, excluding enterprises from raising capital in the capi-
tal and money markets. Similarly, the bigger the discount rate, all things being equal, the smaller will be the net
present value of shares, stocks and bonds. This increases the risk of investment in corporate agriculture as new
entrants evaluate the uncertainties associated with returns to the enterprise. Government financial policy should
favor agriculture in a way that the corporate enterprise can choose a combination of types of capital that have the
lowest cost advantages.

3. Methodology

In the methodology, we use secondary data. We use descriptive statistics and simple percentages for evaluation.
Secondary data from the Nigerian Stock Exchange are collected, sorted, classified and used for the analysis,
with extensive literature review. We undertake an analysis of price per share and returns on 20 most capitalized
companies in the Nigerian Stock Exchange. The objective is to measure the number of corporate agricultural
enterprises in Nigeria listed among the top 20 in the NSE. The NSE was founded in 1961, classified as an
emerging market. It has over 260 listed firms cutting across many industries and a number of trading branches in
some Nigerian cities. However, agricultural enterprises are yet to take a center stage among the 20 most capita-
lized companies. Agricultural industry is seen as the highest job creator in Nigeria. This analysis covers the
mean, standard deviation, variance, and covariance, [18] and [14]. The higher the standard deviation, the riskier
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the investment, and the higher the expected returns. The variance is the average squared deviation in the sample,
while the sample covariance of 20 most capitalized companies is a measure of association between the Nigeria
capital market (X) and corporate agriculture(Y) for the period under study. This is presented in Table 1 and Ta-
ble 2.

1 _ _ _ _

Cov(X,Y) =H[(x1— X)(Y, =Y )+t (X, = X)(Y, - V) ]
I (% -X) (Y -¥)

niz

Table 1 shows the closing price per share for each of these 20 companies. The differences between opening
and closing share prices for the year constitute the capital gain/loss for the year. In all 20 most capitalized com-
panies, none is agricultural, especially in the forward linkages. However, the agricultural industry is Nigeria’s
comparative advantage. Let us therefore observe the security returns for these 20 most capitalized companies in
Nigeria as at December, 2014, as presented in Table 2.

In Table 2, Security return represents the return on each share incorporating the dividend paid and the capital
appreciation or loss during the period. The standard deviation (SD) indicates the variability of the stock’s return.
While the co-variance is the final measure of the stock’s returns variability since all the stocks have different
means. Agricultural industries are hardly listed among these stocks. The table shows that there is variability of
returns accruing to capital. The risk of a company’s earnings is measured in terms of variability or co-variability
using a statistic known as the variance or the covariance. The discount factor is represented by R%. The overall
variability in returns show that the selected firms have not made reasonable profits given that the comparative
and absolute advantages lie in the agricultural industry yet untapped.

4. Discussion of Findings

The socioeconomic and cultural characteristics of Nigeria’s rural areas where most of the agricultural endowments

Table 1. Closing price per share for 20 most capitalized companies in Nigeria 2004-2014

Year 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

SIN Company
1 Access 3.00 2.99 6.93 23.0 7.0 7.6 9.5 4.8 9.05 9.59 9.38
2 Dangote 100 104 115 105 116 118 120 111 128 219 212
3 Ecobank 7.24 5.03 5.01 7.95 28 10.6 36 1.98 11.3 16.2 13.6
4 FCMB 5.18 511 4.09 18.9 5.7 7.01 75 4.18 3.75 4.14 3.93
5 F. Bank 23.6 32 335 44.7 211 141 13.7 8.9 15.7 16.3 16.2
6 Flour. Ml 16.6 25 65 82.6 32 36 69 65.5 65 87 74.3
7 GTB 117 12.4 18.2 34.6 15.5 15.5 18 14.3 23 27 253
8 Guiness 117 96 108 130 99.5 128 191 250 275 236 248
9 Lafarge 11.3 173 54 79.8 255 30 40.7 433 58.5 115 111
10 Nestle 150 187 235 277 182 240 369 446 700 1200 141
11 Ng. Brew 42.8 38.8 37.3 49 41 53 77.1 94.4 147 168 151
12 Pz 11.6 16.3 26 26.3 11.2 25 315 28 28 37 36.5
13 Stanbic 4.2 457 7.05 20 11 7.47 9.2 8.3 11 214 235
14 Total Ng 182 183 185 180 194 149 234 188 121 170 183
15 UACN 14.2 17 26.5 51 35 36.8 37 312 42 67 58.5
16 UBA 9.05 13 25.3 493 13.2 10.8 9.15 2.59 4.56 8.9 9.76
17 Uniliver 155 205 125 22 104 18.5 27 29 46.5 53.8 62.4
18 Union Bank 21 255 23 43.1 15.2 6 42 10.6 7.35 9.63 10.9
19 Zenith 15.7 16.5 24.4 46.1 22 13.6 15 12.2 195 274 304
20 Cadbury 59 62.5 325 37 26 10.5 25.6 114 29 59 58.4

Source: Nigeria Stock Exchange.
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Table 2. Security returns for 20 most capitalized companies in Nigeria as at December, 2014.

SIN Company 2006 2007 2008 2009 2010 2011 2012 2013 2014 Mean STD CoV
1 Access R% 012 -10 -23 143 022 060 -15 006 066 -03 0.9 -2.9
2  Dangote Cement R% -0.65 -0.13 - - - - - - - -0.23 38.2 -1.64
3 Ecobank R% 0.48 0.44 021 -234 083 1.32 079 -319 019 -074 214 -291
4 FCMB R% 003 023 -353 072 -022 -002 045 021 -002 021 024 1.12
5 F.Bank R% -0.29 -0.02 -030 0.55 0.40 0.03 040 -0.88 0.03 -0.08 0.54 —6.60
6 Flour. Mls R% -0.46 -156 -0.26 0.82 0.11 -0.86 0.06 009 -034 -0.09 021 —2.37
7 GTB R% -0.08 -039 -087 080 005 -008 026 -051 -011 -0.12 0.38 -3.31
8 Guiness R% 021 -008 -016 028 -021 -043 -026 -006 017 -0.05 021 -4.00
9 Lafarge R% -050 -2.06 -046 069 -0.17 -035 -0.04 -033 -091 -043 044 -1.03
10 Nestle R%» -0.18 -020 -014 039 -025 -049 -0.18 -053 -0.88 -0.48 0.26 -0.58
11 Ng. Brew R% 0.19 0.08 -025 023 -025 -039 -0.21 -053 -0.12 -0.29 0.21 -0.74
12 Pz R% -0.33 -058 -0.08 060 -1.16 -023 014 0.02 -0.28 -0.04 021 -5.25
13 Stanbic R% -0.04 -050 -174 0.47 034 -0.18 011 -0.20 -0.93 -0.34 0.53 -1.57
14 Total Ng R% 003 002 008 -003 029 -052 023 042 -034 011 039 3.72
15 UACN R% -0.14 -050 -0.86 038 -005 0.09 021 -030 -056 -0.22 0.39 -1.80
16 UBA R% -037 -087 -091 074 024 016 079 -057 -0.84 -0.21 0.7 -4,21
17 Uniliver R» -028 040 -073 056 -088 039 -017 -056 -0.13 -024 0.28 -1.21
18 Union Bank R% -0.17 0.14 -0.84 0.66 0.70 062 -129 051 -021 -0.33 0.9 —2.76
19 Zenith R% 002 -041 -0.85 0.56 040 -0.04 025 -047 -032 -0.18 0.38 —2.14
20 Cadbury R% -008 054 -001 039 058 -078 080 -15 -071 -011 0.74 -6.87

Source: Authors’ computation, 2015.

are located are yet to be made conducive with supportive policies for corporate investment. Corporate agricul-
tural industry cannot succeed in accelerating rural development and employment unless it is supported by ade-
quate infrastructural facilities such as good rural roads, electricity, functional banks, water supply, hospitals and
communication infrastructure. Capital Investment is the sacrifice of current consumption for future gains. It is
divided into real estate investment (in land, housing, machineries, factories, trademarks, patents, technical
knowledge etc.) and financial investment (i.e. the purchase of stocks, shares, bonds, debentures) from a firm
traded in the capital market for long term financing. Nigeria has huge potentials of becoming the largest and
most profitable agricultural industry in Africa. The opportunities exist in cocoa, rubber, oil palm, cashew, man-
go, citrus, pear, pineapple, tobacco, cotton, grains, beans and cassava. Other areas of promising investment in
corporate farming in Nigeria are fresh water fish farming, mushroom cultivation, raising poultry and rabbit. All
these investments require supportive infrastructure. Corporate agriculture can reduce poverty in two major ways.
Firstly by creating jobs. Secondly, since these agricultural resources are rural-specific, it will create rural infra-
structure, reduce rural-urban migration and speed off rural development in Nigeria. Nigeria has huge potentials
for expanding foreign exchange earnings from agriculture. The nature endowments of agricultural resources are
renewable and sustainable. Sustainable agriculture is a key to rural development. It is labour-intensive and has
the potential of creating jobs for millions of Nigerian youths, thereby promoting economic development and re-
ducing poverty. However, the innovation and investment needed in the sector are still missing. There are suc-
cessful indigenous entrepreneurs in cement, sugar, flour, but in corporate farming. Agricultural innovation is
driven by competitive market structure, food crisis (decline in food quality and quantity), environmental chal-
lenges (disasters, climate change, drought, and heat), science and technology, political factors and infrastructure.
These requirements have sophisticated beyond the reach of subsistence peasant farmers or informal sector oper-
ations. The majority of peasant farmers do not have the capacity to adopt new technology because they are capi-
tal-intensive. They also lack collaterals and have difficulties in obtaining loans for large-scale production. It is
corporate investment that has the potential for sustainable agricultural development in Nigeria. According to
[19], the investors have a claim on the firm’s real assets and the income that those assets can produce. Nigeria’s
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corporate farm management should have choices of either using joint stock equity or debt financing [20]. These
investments have a defined process for efficient allocation in terms of initial decision to invest, the types of in-
vestment, the amount to be committed to the investment, where and when to invest. Michael Porter’s diamond
model provides interlinked advanced factors for competitive advantage; the strategy, structure and rivalry of en-
terprise, demand conditions, related supportive industries, government, etc. [21]. These factors motivate and
pressurize the Nigerian agricultural enterprises to constantly improve their competiveness, productivity and in-
novation. The related industries (upstream and downstream) facilitate exchange of information and innovative
ideas. Government only needs to act as a catalyst and partner to enterprise innovation. There is the need for pre-
ferential license fee and royalty for farm entrepreneurs in Nigeria. There is need for the extension of some new
technologies to farmers by training courses and consultation. There is also need to partner with international
agribusiness entrepreneurs in a win-win contract for the development of corporate agriculture in Nigeria. The
Forum on China-Africa Cooperation offers a window of opportunity for agricultural trade deals, since China’s
agricultural technology are suitable for Africa and Nigeria in particular.

Profitable investment in Nigeria’s agriculture begins with the analysis of the sources of new opportunities.
Agricultural innovation has been an instrument of foreign policy, promoted by the Food and Agriculture organ-
ization (FAO) of the United Nations, the World Bank programs in Latin America, Asia and Africa. The Green
Revolution of the 1950s, 1960s and 1970s, where America’ hybrid forms of wheat, corn, rice, and livestock was
commercialized and internationalized is a good model for Nigeria, the largest economy in Africa. Furthermore,
the current rise in food prices has heightened the consumer price index (CPI), which in turn caused inflation and
making the economic crisis difficult to solve. Nigeria’s economy is feared by experts to enter depression in 2016.
This is because the macroeconomic activities do not attach relevance to agricultural value chain as it attaches to
petroleum industry. A new set of innovation is needed to solve the food importation, unemployment and poverty
reduction by 2030. A kind of innovation that results in high economic benefits for the peasant is needed. We are
aware of the predominant role of peasant agriculture in rural transformation. Rather than crowding out the pea-
sant system, corporate agriculture will have complementary advantages and positive multiplier effects on pea-
sant agriculture. Rural surplus labor will be absorbed; there will be training for peasants in agricultural technol-
ogy. There will be technological spillover, transfer, adoption and innovation. Rural infrastructure will improve
generally to the benefits of the peasant farmers. However, the issues of land grabbing, environmental conserva-
tion and land reforms should be taken seriously. Peasant farmers would have the opportunity to diversify their
income sources and livelihoods. They would have the opportunity to work on their farms and still take part-time
jobs in the farm factories at the same time. Those entrepreneurs who rent their pieces of land for corporate busi-
nesses would also constitute additional sources of income. Petty-trading will boom. There will be general im-
provement in commercial activities in the rural areas, leading to inclusive growth. Corporate social responsibili-
ties will improve rural education, health and sports. It will also support input-related industries in fertilizers,
feeds, seeds, chemicals, irrigation, communication infrastructure and electricity.

Presently, Nigeria’s small farm holder production capacity is highly constrained; causing a rise in producer’s
price index (PPI), food supply is in short of food demand. Poor planning and wasteful management of resources
(land, chemicals, manpower, money, machines etc.) is unsustainable. The Nigerian agro ecosystem is not resi-
lient, self regulating, it is highly dependent on imported inputs, and profitability is hardly maintained. The public
sector, through successive governments has attempted to tackle poverty through agricultural projects and poli-
cies recommended by the World Bank such as the Integrated Agricultural and Rural Development Project, Op-
eration Feed the Nation, Green Revolution, River Basin Authorities etc. However, what was missing is private
partnership with these programs. This was the major reason for their failures. The projects did not look at agri-
culture as a business that could be listed in the Nigerian Stock Exchange, requiring huge private-public sector
investments. Corporate agriculture has potentials for rural development, employment and poverty reduction in
Nigeria. Risk diversification to corporate agriculture in Nigeria is rational, given the macroeconomic instability
caused by oil price volatility. Diversification in this context implies the spread of investment to other sectors of
the economy. The principal aim of diversification is to reduce the risk associated with monoproduct and volatile
oil sector. This is in line with the opinion of scholars such as [4] [22]-[25]. The employment and income effect
from oil and agricultural sectors in Nigeria are not the same. The variance is in support of diversification to-
wards labour-intensive agriculture with higher propensity for gains. One way of transforming Nigeria’s eco-
nomic structure is by promoting non-traditional exports through industrialization, beginning from agricultural
industrialization. It is labour-intensive and Nigeria has comparative advantage in agricultural industry.
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Corporate Agriculture and Sustainable Development

Increased production of crops and livestock for consumption and exports earnings is an enviable feature of sus-
tainable development. Sustainable economic development according to [26] is the underlying principle for sus-
taining finite resources necessary to provide for the needs of future generations. He posits that sustainable eco-
nomic development is a progress that envisions a desirable future state for human societies in which living con-
ditions and resource use continue to meet human needs without undermining the integrity, sustainability, stabil-
ity and beauty of natural biotic system. In his opinion [27], views sustainable development as development that
meets the needs of the present without compromising the ability of future generation to meet their own needs.
[28] sees sustainable economic development as the sustained, concerted actions of policy makers and communi-
ties that promote the standard of living and economic health of a specific area. Such actions can involve multiple
areas including development of human capital, environmental sustainability, social inclusions, safety, literacy
and other initiatives. [29] also sees sustainable economic development as a multi-dimensional process involving
changes in structures, attitude, and policies, as well as sustained acceleration of growth, reduction of inequalities
and eradication of absolute poverty. In the same view, Dudley [30] asserted that if poverty, unemployment and
inequality decline considerably, it shows a period of sustainable development. But if any or all of these indices
are growing, we cannot refer to such as sustainable development even if the per capita income doubles [31], de-
scribes sustainable economic development as the attainment of ideas of modernization, such as increases in
productivity, social and economic equalization, modern knowledge, improved institutions, attitudes and a ra-
tional coordinate system of policy measure that can remove host of undesirable conditions in the social system
that have perpetuated a state of underdevelopment. Sustainable economic development usually revolves round
the notion of economic growth, modernization, distribution, improved agricultural techniques and socioeco-
nomic transformation [32]. The international Labor Organization [33] expresses sustainable economic develop-
ment as the satisfaction of basic needs of the poorest group of people in a nation. The satisfaction of basic needs
means meeting the minimum requirements of a family for personal consumption, food, shelter and clothing. It
implies access to essential services such as safe drinking water, transportation, health and education. Therefore,
sustainable economic development is considered to be a multidimensional process involving structural, attitu-
dinal and institutional changes as well as sustainable growth, reduction of inequality, elimination of absolute
poverty and improved standard of living. In order words, it relates to the capacity of a nation to promote, gener-
ate and sustain its resources with national frontiers for the improvement and advancement of her citizens.

5. Conclusion

Nigeria has rich potentials for agro-allied industrialization and rural development. A pull of capital investment is
required to develop the Nigeria’s agricultural industry which the small holder farmers cannot provide. Structural
unemployment is the type that best explains the Nigerian situation. It arises from markets’ and government’s
failures. The demand for imported agricultural products is affected by underutilization of Nigeria’s agricultural
production capacity. There is excess demand for imported foods, including clothing, cars, furniture, flowers,
rubber products etc. Government’s failures arise from inefficiency, corruption and mismanagement. Markets’
failures arise from output market, capital market and factor market in the form of rigidities, distortions and im-
mobility of resources. Consequently, government and markets have failed to allocate resources efficiently which
result in unemployment. Government policy and private-public partnership are required for full utilization of
Nigeria’s comparative and absolute advantages in agriculture. The larger the size of farms, the easier farm en-
trepreneurs could obtain external funding in the stock market and financial institutions. The output of corporate
agriculture is estimated to include higher yields, employment, and improved core competence through technol-
ogy adoption, commercial linkages, profits, income, food security, self-reliance and sustainable rural develop-
ment. It will bring about investment in the development of large scale adoption of high yield varieties (HYVs)
such as oil palm, cocoa, livestock, fisheries, rice, corn, soybeans, wheat and cotton which will facilitate indu-
strialization. Furthermore, it will enlarge the scope of production, processing, management and exports. When
properly developed, corporate farming can reduce imports by distributing fresh products to supermarkets, airport
perishable cargo, schools, hospitals, military bases, hotels, restaurants and churches. Product lines are profitable
in freeze-dried vegetables, fruits, fruit juices, milk, yogurts, health drinks, meat and eggs. Corporate agriculture
will improve agricultural research and biotechnology techniques, reduce farm costs, expand input and output
market for agriculture, feed supplies and improved seeds. It will diversify peasant livelihoods, create jobs, food
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security, and reduce poverty and overall socioeconomic development. Nigeria can achieve food security and al-
so contribute to food security in other countries through exports and foreign exchange.

6. Recommendation

Nigeria has urgent need for innovations in agricultural technology, market and institutions. There are many in-
novations and competition in the agribusiness that cannot be managed and sustained by small-holder peasant
farmers in Nigeria. These require corporate agriculture. Policies on public/private agricultural R&D in Nigeria
should include systematic technology management, protection of intellectual property rights and efficient appli-
cation through technology transfer. Knowledge-based economy is a global trend and it stimulates the transfor-
mation of traditional agriculture toward industrialization. Import substitution is an inward-looking strategy that
safeguards domestic producers from competition posed by imported products of developed countries, using
trade and tariff barriers. On the other hand, export policy is an outward looking strategy that connects the do-
mestic economy to the global market by encouraging exports of domestically manufactured goods. Nigeria
should exploit agricultural opportunities, be aggressive in both strategies. There exists a large market in Nigeria
for agro-allied and manufactured goods. Other necessary requirements in the link of agricultural industry chain
include the port authority, suppliers of raw materials, premix producers, compound feeds manufacturers, seeds
producers, meat processing and aquaculture, research in agricultural technology with focus on increased produc-
tivity in quality and quantity. Diversifying Nigeria’s agriculture through corporate farming will reduce the risks
of importation of foods. Government agricultural policy can further be fine-tuned to favor private investors lo-
cally and internationally. There should be strict compliance with monitoring of imported food products by Nige-
rian Customs, Standard Organization of Nigeria (SON), Manufacturers Association of Nigeria (MAN), Con-
sumer Protection Council (CPC) and the National Agency for Foods, Drugs Administration and Control
(NAFDAC). This will eventually help to create foreign investment in Nigeria’s agricultural industry. When in-
vestors recognize that a huge potential market exists for agricultural goods and services produced in Nigeria,
they will set up related industries, creating abundant employment locally. The potential for cash crops that are
yet fully tapped include cassava, cocoa, coffee, cocoanut, sesame seed, rice, nutmeg, pistachios, garlic, Macedo-
nia nuts, rubber, peanuts, cashew, oil palm, beans, sweet potatoes, cinnamon, corn, cotton, timber, and various
kinds of fruit trees and vegetables. As a rural development strategy, we also recommend a bridge in infrastruc-
ture gap between rural and urban geography in a comprehensive rural-urban integration program.
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