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ABSTRACT: The Study examined the impact of fertilizer Subsidy on Cassava Production in Nigeria from 
1986 to 2010. Time Series analysis data for the year 1986 to 2010were used to estimate relative price 
elasticity of fertilizer demand in Nigeria, using fertilizer price and land area used for Cassava Production 
in Nigeria as the explanatory Variables and annual Cassava output as the dependent variables. 
Employing the OLS regression technique, our result shows that fertilizer Subsidy has a positive impact 
on Cassava outputs in Nigeria. Another plausible finding of the study was the study Positive correlation 
between hectare of land area used and Cassava outputs. Following these outcome, it was advocated, in 
the main that government should review the land tenure system to enable farmers have access to land. 
It was also recommended that the National Fertilizer Company of Nigeria (NAFCON) in Portharcourt and 
Kaduna be supported and revitalized to enhance its efficiency in local production of Fertilizer. 
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INTRODUCTION 

 
 Agriculture is a major contributor to Nigeria‟s GDP and small-scale farmers play a dominant role in this 
contribution (Rahji and Fakayode 2009), but their productivity and growth are hindered by limited access to credit 
facilities (Odoemenem and Obinne 2010). Agriculture has been the bastion of Nigeria economy before oil was 
discovered in large quantity at Oloibiri in 1960. The oil boom of 1970s marked the beginning of gradual decline in 
agricultural production. This was reflected in the declining share of agriculture in the Gross Domestic Product 
(GDP), declining share of agriculture in the total export earning, rising share of food in total import bill, high rate of 
food price inflation, and excessive rural-urban migration that deflates rural labor force (Oguntowora, 1988). 
 In order to stop this deplorable situation, successive Federal Governments in Nigeria, since the early 1970s, 
have instituted some agricultural programs with a view to solving this problem. The Agricultural Development 
Project (ADP) was established in 1975 as an input distribution and delivery system, which ensured that farmers did 
not have to travel more than 5-15 km to purchase needed farm inputs. The primary goal of Nigerian government 
towards agricultural development was to increase food production which was to be achieved through granting of 
subsidy on agricultural inputs ranging from subsidy on fertilizer, supply of improved variety of seedlings, services of 
extension workers, introduction of packages of improved technology. 
 Nigeria produces the largest amount of cassava in the world, followed in descending order by Brazil, Thailand, 
the Democratic Republic of Congo (DRC), Ghana, Tanzania, Mozambique, Uganda, and Madagascar (FAO, 2004). 
Available data suggests that Nigeria will continue to expand its output of cassava during the 2000s. The world‟s 
demand for cassava in various processed forms has expanded and continues to expand and Nigeria must take 
maximum advantage of this development. Nigeria‟s cassava products are still of low value and quality. The export 
of unprocessed cassava will fetch little international value and place the primary producers at economic 
disadvantage (Taylor et al. 2004). Cartel et al (2001) said what makes cassava special and different from other 
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African staples such as maize, sorghum, yam and plantain is its adaptability to a wide variety to ecological and 
economic conditions. 
 Every nation attempts to address the prevalent issue of food scarcity, In Nigeria agriculture provides food for 
the teeming population and contributes about 33% of the Gross Domestic Product (GDP) of the nation (Bureau of 
Africa Affair, 2010). The sector employs about one third of the total labor force and provide a livelihood for bulk of 
the rural populace (FMARD 2006).  
 Fertilizer has been recognized as a vital requirement for accelerated cassava production in Nigeria because of 
its important role in replenishing the nutrient removed by invested crops. Its use was projected to contribute about 
60% of the incremental food output during the fourth national development plan and it is expected to play an ever 
increasing role in food production programs. Realizing the potential role of fertilizer in the process of agricultural 
development, policies were design to stimulate the supply of and demand for fertilizer. Among these policies 
includes (i) to ensure that fertilizer are made available to the farmers throughout the country at affordable prices 
and in good quality, (ii) to make the country self-sufficient in food grain and fertilizer production (iii) the recognition 
that fertilizer should not only be made available at affordable price, their use should be profitable to the farmers for 
which they must get a certain minimum price for the produce (Tandem and Naraya, 2003).  
 Historically, many countries subsidized fertilizer in response to low nutrient of the soil.  But economist have 
been skeptical of claims that farmers are leaving money on the table noting that fertilizer may not have the same 
return on real –world farms as on experimental farms, that return to fertilizer may be low for many farmers even if 
they are high on average (Tavneet, 2007), that fertilizer may require complementary inputs, or be risky. Many 
countries have withdrawn fertilizer subsidies partly because of constraints, corruption and inefficiency in the 
administration of fertilizer subsidies. They have also done this because of the belief among economist that farmers 
would choose to use inputs that actually raise profits in real-world conditions. Yet critics have charged that the 
withdrawal of fertilizer subsidies has led to massive declines in agricultural output, and in recent cases fertilizer 
subsidies have been restored (Celia, 2007). 
 Over the years, the focus has been on fertilizer price subsidy, output price support and fertilizer procurement 
and distribution policies. For the purpose of this study emphasis is based on fertilizer subsidy.  
 Considering the implication of this policy, it therefore becomes necessary to investigate the nature of the effect 
such policy had on cassava production in Nigeria. 
 
Problem Statement and Justification for the Study   
 Sub-Saharan Africa (SSA), Nigerian inclusive have been involved in immense economic reforms for the past 
few decades in order to remove or substantially reduce food import created mainly by government intervention in 
the productive sector especially in agriculture since independence. Their ability to succeed would depend on the 
political will to allow farmers play their role as the engine of growth of the agricultural sector.  The study seeks to 
analyze how government fertilizer subsidies increased cassava output in Nigeria, to determine the distribution 
profile or benefit incidence of fertilizer subsidy in terms of targeting performance and the impact of fertilizer subsidy 
on the poor farmers in terms of output, productivity and income. 
 Farmers actually enjoy the fertilizer subsidy if and only if they buy the fertilizer at government recommended 
subsidy-based retail prices. It is against this background that this research is being carried out to ascertain whether 
fertilizer subsidy actually stimulate cassava production in Nigeria. The study is also expected to provide an 
analytical framework for those currently engage in the production of cassava. Result from studies like this will be of 
immense benefit to farmers and stakeholders in the agricultural industry. The government would therefore find the 
findings and recommendations in this research work a very important tool for policy making.  
 
Objectives of the Study 
 The major objective of this research work is to analyze the impact of fertilizer subsidy on cassava production in 
Nigeria. Specifically, the researcher intends to find out the following other objectives of the study. 
1) To determine whether fertilizer subsidy significantly has effect on cassava production in Nigeria. 
2) To review and appraise the other factors that significantly influences cassava productivity in Nigeria. 
3) To identify the categories of farmers that fertilizer subsidy policy aim to benefit. 
4) To highlight the policy implications 

 
Argument Advance to establish the benefit incidence for and against fertilizer subsidy in Nigeria 
 There have been arguments as to whether fertilizer subsidy should be encouraged in Nigeria or removed 
considering the cost burden on the federal Government budget. Arguments in favors of retention of subsidy 
according to (Ayoola et al. 2002) are based on positive experiences these include among others: 
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i. Fertilizer application brings about an increase in crop yield per unit area; Subsidies can provide benefits in 
terms of increased agricultural output and therefore solve the prevalence issue of food production. 

ii. The critical role of chemical fertilizer in Africa‟s agricultural future is well recognized because it is one of the 
importance means of raising agricultural productivity through its enhancement of soil nutrients and subsidy 
serves as income redistribution purpose, especially from rural to urban areas. 

iii. Subsidy on fertilizer would stimulate domestic production and broaden the food supply base of the economy. 
iv. It can cushion the effects of inflation and rising cost of production for farmers. 
v. It can act as incentive to new entrants into farming. 

  On these basis, all government without exception intervene with varying degrees in agricultural productivity 
because agriculture serves as the „engine of growth‟ during the early stages of a country‟s economic development. 
The sector typically accounts for a high share of economic activity in developing countries and because agricultural 
activities tend to have strong growth linkages with the rest of economy, it becomes pertinent for the government to 
use her fertilizer subsidy program to boost cassava productivity (Kelly et.al 2006; Crawford et al. 2003; Morris et al. 
2007). 
The negative aspect of fertilizer subsidy as identify by (Ayoola et.al 2002) are as follows: 

i. Subsidy creates a dependency mentality for farmers 
ii. Farm input subsidy scheme are generally expensive in terms of public budget implication 
iii. It discourages genuine private sector participation in fertilizer distribution 
iv. Unintended beneficiaries like merchants or pseudo farmers are the ones that have benefited most from the 

marketing arrangement and the subsidy 
v. The presences of substantial externality where by the benefits of the agricultural subsidy illicitly accrue to 

unintended channels within and outside the economy.  
 

Theory of optimal intervention 
 A theory of state intervention in economic development  promulgated by  Keynes in the 1920s, he discard 
policy of laissez-faire because he believe that enlightened self interest did not always operate in public interest. He 
therefore favors government intervention and stress the importance of public expenditure to enhance 
macroeconomic performance (Jinghan, 2007). 
 This theory focuses on government program from which the wider society would benefit, and that these benefit 
were not properly reflected by market. In this case government might choose between imposing tariff on competing 
imports and or directly subsidizing the sector concern. It predicts that tariff would raise domestic price and allow 
agricultural output price to rise to the same level.  Domestic consumer would now have to pay the higher price. But 
if subsidy were used, domestic price would still be the duty-free import price, agricultural output would increase and 
the multiplier effect would be enormous. This theory serves as the theoretical framework of the study.  
 
Type and sources of data 
 The data used in this research work is predominantly secondary data   sources from various Publications of the 
Central Bank of Nigeria (CBN), National Bureau of Statistics, Federal Fertilizer Department (FFD), Annual Reports, 
Journals, Magazines, Food and Agricultural organization (FAO) 2010, and as well as research projects.  
 
 

MATERIALS AND METHODS 
 

 In this study, we will represent the relationship between fertilizer subsidy and cassava output in mathematical 
form or notation in order to know the extent to which the explanatory variables influences cassava output in Nigeria 
for empirical verification. On this basis, the model is thereby specifying thus; 
ACO = bo + b1 FPI + b2 LA + U …………………………………… (1)  
Where; 
ACO = Annual Cassava Output 
bo = the estimate of unknown parameter showing the intercept of the model  
b1 = Parameter estimate of fertilizer price index in Nigeria 
FPI = Fertilizer Price Index  
b2= parameter estimate of Land Area  
LA= Land Area used for Cassava production in Nigeria   
U = Stochastic error term 
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Economic “Apriori” Criteria  
 On the basis of Apriori theoretical criteria, “bo” is expected to be positive, the parameter “b1” is expected to be 
„positive, and also the parameter b2 is expected to be positive as well. 
 

RESULTS AND DISCUSSION 
 

 The modeling test for the relationship between Cassava Output (CO) as the dependent variable, and fertilizer 
price index and land area used for the cultivation of cassava in Nigeria as independent variables are presented as 
follows: 
CO =    Bo     +    B1FPI    +     B2 LA +    Ui   
              
The estimated result is; 
              CO = -20586.925 + 273.976 FPI +6.324 LA + Ui  ………………( 2)  
                           (-14.614)         (12.718)           (9.854) 
              R

2 
= 0.993 

              Adjusted R
2
 = 0.992 

              F – Statistics =1511.978 
              DW, = 1.594 
Note: The respective t 

_
 values are presented in parenthesis. 

 The result of the OLS regression analysis is presented in equation 2. The result shows the two variables that 
were used to test the relationship between cassava outputs as the dependent variable, and fertilizer price index 
and land area used in cultivating cassava in Nigeria (LA). 
 The F-Value (1031.606) was highly significant implying that the model was a good fit. The Durbin Watson 
Statistics of 1.597 is approximately 2 which show the absence of autocorrelation. The adjusted R2 is 0.993 which 
implies that the variables in the model were able to explain 99.3% percent of the variability in cassava output. The 
two variables used were both highly significant. 
 The positive value of B(273.976) and B(6.324) indicates a direct relationship between, cassava output and 
fertilizer price index and land area used in producing cassava in Nigeria. 
 The positive value of B1 and B2 conform with “a priori” expectation that providing fertilizer at subsidized price to 
farmers and increase land that is putting virgin land into use, bush clearing and effective land tenure system would 
motivate farmers to increase output. 
 

CONCLUSION 
 

 Based on the empirical investigation of the study, the research work discovered that fertilizer subsidy 
programme has had a significant impact on cassava output in Nigeria.  
 The broad argument that fertilizer subsidy can lead to high income, reduced poverty and improve food 
production is based on specific claims with respect to broad range of underlying objectives of stimulating 
agricultural production, compensating for high cost of transportation, making fertilizer affordable to farmers who 
lacks access to credit and teaching farmers new technology. 

Hence, government should endeavour to provide every necessary incentive to facilitate the right 
policy environment and target such incentives for private investment in cassava marketing 
industries. Sub-sectors must be created as well so as to foster effective linkages with industries to 
achieve maximum value-added and processing for export. 

The elastic nature of cassava price suggests that cassava hectare is highly sensitive to changes in cassava prices 
in the long-run. Thus, provision of market incentives, such as export promotion grants and/or zero export tariffs, is 
likely to increase hectare expansion in the long-run.  
Factors that will make the benefit of the subsidy accrue to unintended channels should be eliminated. This can be 
done by making sure that fertilizer getsto the farmers directly by reducing the role of middle men. 
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