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Abstract

The purpose of this paper is to analyze the galiistry through a Structure-Conduct-Performance |SCP
framework utilizing cross- section data for the ry2@09 in Southwestern Nigeria. A multi-stage sangpl
technique was used to select 260 gari marketdiwistudy area and structured questionnaire adimiats

to them. Descriptive statistics, gross margin, -giméfficient and production function analyses teghas
were used. The profitability analysis showed thataserage marketer incurred an average total Jariab
cost of-N7, 640.30 per week but earned averagentevef-N12, 452.35 per week indicatirg N4, 812.95 a
gross margin. A Gini coefficient d@f.42560btained in this study indicates a high level @ficentration in
the gari market.

Keywords: Gari industry, Southwestern Nigeria, fediility analysis, small scale farmers, agricudiur
sector.

1. Introduction

Despite the contribution of agriculture to the emmy of the sub-Sahara African countriddigerian
agriculture is dominated by the small scale farmeh® produce the bulk of food requirements in the
country. Despite their unique and pivotal positithe small holder farmers belong to the poorestnset

of the population and therefore, cannot invest moichtheir farms. The vicious circle of poverty argon
these farmers has led to the unimpressive perfarenaffi the agricultural sector (Ajibefun 2002 a
result, per capita food production has not beea aibkeep pace with a rapidly expanding demandiofod
hence countries in the region have become incrglgstependent on commercial imports and food aid
(World Bank 1996). To reverse this trend, most goreents in the area have been designing research
programmes and policy initiatives aimed at achigviational food security. One of the many cropsipei
considered currently in this effort is cassava hotkerms of its potential to ensure adequate femoply

for all and generate rural household income theiebseasing access to food. Abubakar (2003) sat th
the current trend in cassava production and dershoded that cassava production is increasing diobal
and that growing of cassava is expanding to the-geich areas where cassava was not cultivated a6sye

99



European Journal of Business and Management wWww.iiste.org

ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) T
Vol 4, No.2, 2012 IstE
ago.

Cassava can be a powerful poverty fighter in Afridlae cash income from cassava proves more eggatitar
than the other major staples because of cassawa’sdsh input cost (Nweke 2004). Compared with rothe
major staples, cassava performs well across a @ddimgical spectrum. It therefore benefits farmeemoss
broader swath of ecological zones. Cassava iswifiee less expensive to produce. It tolerates podr
adverse weather and pests and diseases more tteamudjor staples (Maziya 2004). The crop putsyead
money and food in the very vulnerable segments aafiety. Cassava stores its harvestable portion
underground until needed,; it is therefore a clagsid security cropThese attributes combined with other
socio-economic considerations are reasons forratemal Fund for Agricultural Development (IFAD) t
recognize it as crop that lent itself to a commgbiised approach to poverty alleviation (FAO/IC 399
The current policy direction of the Federal goveeminof Nigeria has encouraged cassava development
leading to a new orientation in the research-exbenfarmers linkage. Asogwa et al. (2005) obsertred

the input expansion policy of government in theseas industry through the provision of improved
cassava varieties and improved processing techyoled to efficient use of resources in cassava
production in Nigeria.

Gari is the most popular West African staple fooddpiced from cassava. It is consumed as processed o
reconstituted with hot water to give a dough-likeste called "Eba", which is consumed with saucei i6a

a versatile commodity because its organoleptic adtaristics can be adjusted to conform to consumer
specifications. The main arguments against gatudeits bulky starch content which can be augntente
during processing or consumption. Gari should besamed with animal or plant protein accompaniments
(Tubman 1989) or protein enriched with soybeansotst its protein content (from 1-2 to 912%) (Sa&ni
Sobamiwa 1993). It is, therefore, the most devalpgenvenient and storable commodity from cassava.
Gari may be produced at a small, medium or largéegSanni 1991) but in Nigeria many women carry ou
processing on a small scale for economic reasonthig\level, there has been a change from "Praugss
with little or no mechanization at subsistence let@ "Commercial small-scale processing using Btak
equipments”, (Sanni 1991). These essential equitsmame available in various parts of West Africa
(Ajibefun 2002). Gari is produced following harvesting of cassavaelipng, grating, dewatering,
fermentation (optional), sieving, frying and baggirThis process will give white or creamy white igar
while addition of palm oil prior to dewatering waidd yellow colour to gari. Yellow gari is prefedrand
can cost twice as much, making it less availablpdorer households. Gari is commonly consumed reithe
as a paste made with hot water and eaten with sobp soaking in cold water with sugar, coconugsted
peanut, fish, boiled cowpea as complements. A tdpo(Phillips et al. 2004) reflects that cassayaril is
truly a national food with urban market presencassava gari appears to be a “food of choice” enehe
face of alternative food options in urban area (ezt al. 2004). It is mainly produced for domesti
markets but presently some of the dry processed fwoducts from cassava (such as gari and fufu)flou
are known to be finding their ways to emigrant Nige communities in United States and Europe (Dipeo
et al. 2001).
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Formidable technological challenges raise fromriked to feed and improve nutritional standardsafor
growing world population in the context of contiueatural resource degradation and the converdion o
farmland to non-agricultural use. The rate of paolity growth in sub-saharan africa has been iargh
decline since the late 1980s (Gill 2002). Desfiie predominance of the agricultural sector inorel
economies, development strategy debate in themegjith continues to exhibit a great deal of unaity
about sustaining agriculture and management ofralatesources in order to achieve rapid economic
growth. In agriculture, sustainable developmenksee conserve land, water, plant and animal geneti
resources, which are environmentally non-degradteghnically appropriate, economically viable and
socially acceptable. Africa can survive if Africadeaw on their own traditions, energy and creativit
sustaining the environment. However, in most of thkican countries, resource management is
disintegrating while governments are at the same tiinable to provide effective management support.
This is particular the case in Nigeria, thus creati vacuum, which is being filled by self-help jpats-like
gari processing and marketing. These self-helprozgéions were set up by the people without govenmm
interference. In Nigeria, small-scale processtasr(ers) have been given a prominent place aslafoo
socio-economic development. It is more so realitet, in the agricultural sector they can provide
sustainable benefit flows.

Gari market has been very unstable, with its priegperiencing volatile swings in both price and
availability. The purpose of this paper is to amely the gari industry through a
Structure-Conduct-Performance (SCP) framework zitij cross- section data for the year 2009 in
Southwestern Nigeria. Therefore, a SCP framework gravide crucial insight into the gari industryr fo
policy makers. It specifically, (1) examined theci®-economic characteristics of the gari processor
the study area; (2) determined profitability of igarocessing/marketing and (3) examined the market
structure and conduct for gari in the study area.

2. Theoretical Framework

The market structure conduct and performance (S&ework was derived from the neo-classical
analysis of markets. The structure conduct andpmdnce paradigm was developed by the Harvard $choo
of thought and popularized during 1940- 60 with éspirical work involving the identification of
correlations between industry structure and peréoree (Bain, 1951). This structure conduct and
performance hypothesis has led to the implemematfanost anti-trust legislation. This was followiegd

the Chicago school of thought from 1960-80. Theykasized the rationale for firms becoming big, @ric
theory and econometric estimation (Demsetz et @31 Peltzman 1976; Becker 1983). Schmalensee
(1989) provides a comprehensive review of the StORies. During 1980-90 game theories took center
stage with emphasis on strategic decision makirtjtha Nash equilibrium concept (Triole 1988). After
1990, empirical industrial organization with theeusf economic theory and econometrics led to corple
empirical modeling of technological changes, mergealysis, entry-exit and identification of market
power (Bresnahan 1989). The inverse relation betvike degree of market concentration and degree of
competition has been the underlying assumptiorhefrharket SCP hypothesis. This is because market
concentration encourages firms to collude. Moreci§igally, the standard SCP paradigm asserts tiexriet

101



European Journal of Business and Management wWww.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) Ly
Vol 4, No.2, 2012 NS’

is a direct relationship between the degree of ptatkncentration and the degree of competition gmon
firms. This hypothesis will be supported if thesea positive relationship between market conceatrat
(measured by concentration ratio) and performarmoeagured by profits), regardless of efficiency
(measured by market share) of the firm. Thus firmsiore concentrated industries will earn highexfifs
than firms operating in less concentrated industireespective of their efficiency.

Harriss (1993) said that the market structure isbrs$ the characteristics of the organization gharket
which seems to influence strategically the natdreoonpetition and pricing within the market. The-ap
of the market consists of the degree of conceotratf buyers and sellers, integration, product
differentiation and the degree of competition betwduyers and sellers. According to (Afolabi 2004)
majority of the sellers of agricultural productslinding beef used both open display and persuasive
methods to draw the attention of customers. Imo&d&folabi, (2002) posited that market structure for
agricultural products in Nigeria is not perfectlpnepetitive due to collusive tendencies of selleys b
forming associations for particular product.

3. Research M ethodology

The study was conducted in Oyo and Ondo statesoathsvestern Nigeria. Agriculture is the main
traditional occupation of the people and small-s¢editional farming dominates the sceneghese states
have tropical climate with its characteristic higgmperature all the year round, heavy rainfall miyirthe
rainy season (April to October) and dry wind durthg dry season (November to March). This favowrabl
climate account for reason why about 75 percenhefinhabitants are farmers. They grow both cash an
food crops. Apart from farming, the inhabitantsoaégsigage in other occupations like, manufacturimg) a
commerce.

3.1 Sampling Technique

Multi- stage sampling technique was used to selextespondents. Oyo and Ondo states were purppsive
selected becaus# the prevalence of cassava growers and procesBoesmaps for Ondo and Oyo state
are presented in figures | and Il respectiveljn@e random sampling technique was used to obtain
twelve (12) local governments’ areas each from tithe list of gari processors/producers were obthin

A simple random sampling method was therefore tsaelect eleven (11) respondents from each of2he
local government areas making a total sample dize@ hundred and sixty — four (264). About fou)) (4
structured questionnaires were not properly domech two hundred and sixty (260) respondents were
available for the analysis.

3.2 Analytical Techniques

Descriptive statisticsuch as frequency distribution and percentagesss margin, gini-coefficient and
production function analyses techniques were useahalyse the data collectésini-Coefficient is used to
measure inequality in income distribution among rbgpondents. It varies from zero (where everygrers
in the society has the same income indicating atesehinequality, which is a condition of perfequality)

to unity (where one gets all the income and th¢ meseive nothing indicating a presence of complete
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inequality), World Bank, (1992) Gini coefficient waised to examine the market concentration forigari
the study area. Mathematically, it is representedduation (1) i.e.

G.C=1-xXY )
Where GC = Gini coefficient, X = Proportion of lees, Y = Cumulative proportion of total sales Gros
margin analysis was used to determine the profitalaf gari marketing in the study area. The gross
margin was represented by equation (2) i.e.

GM=GI-TVC (2)
where G.M = Gross margin, Gl = Gross sales/incoOnE; = Total variable cost Some of the factors that
influence the sales revenue of gari marketers wietermined quantitatively using marketing function
analysis with the use of the Ordinary Least Squautiple regression analysis (OLS) under the assiomp
that data collected fulfilled the assumptions ofltiple regression model. These assumptions include
absence of multicollinearity among the explanateayiables, normally distributed error term with @er
mean and constant variance and non auto regredisiombance (Koutsoyiannis 1981).

M odel Specification

The marketing function postulated for gari marketerthe study area is implicitly presented by eiguma
(3) ie. Y = (X, Xa Xz Xay Xs, X X7 U)evviiiiiiiiiiiiiiiee, (3) Where Y = Sales revenue of
respondents=N); @& acquisition costN), X= transportation costN); %= marketing experiences (in

years); % = labour (mandays), X= cost of storage<{N), 9& marketer’s age, 7 education (years);

the error term or disturbance term (which is asglitoehave zero mean and constant variari@iferent
forms of production such as linear, semi-log andbi® log (Cobb-Douglas) were tried and the finadich

of production function for the economic analysisswaased on conventional economic statistical and
econometric criterigiKoutsoyiannis, 1981)

4.0 RESULTSAND DISCUSSION

4.1 Socio-economic Characteristics of Gari Markster

Table 1 reveals that 13.5% of the respondents Vesiethan or 29 years old while 36.5% of them were
between 30 and 40 years old. Only 13.1% of theg&eters were more than 50 years old while 36.97% of
them were between 41 and 50years old. Analysis shhat 87% of the respondents belong to the active
segment of the population while the remaining 138tohg to the aged group. This age distribution can
have positive impact on the business aggressivasfabge respondents. Table 1 also shows that batle m
and female gender sell gari in the study area.fémales accounted for 66.2% while the remainin@%».

of these sellers were males. The dominance ofaimalies in the gari marketing activities particylat the
retail level may be due to small capital based ireguo start the business. Analysis also revéets32.3%

of the respondents were married though 20.4% 8% 8f them were widowed and divorced respectively.
This may have a positive effect on the availabitifyfamily labour. The table also showed that 78%he
respondents were literates and this can have posffect on the business acumen of the respondEmes
table further reveals that 15.33% of the resporslamre processor/sellers while 12.67% of them were
wholesalers. About 31.33% of these sellers werelegiater/retailers while the remaining 40.67% ofnthe
were retailers. The dominance of gari marketinghi@ study area by retailers may be due to the small
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capital investment required to start the business.

4.2 Profitability Analysis

The result in Table 2 revealed that acquisitiont @@gounted for 15.48% of the total sales revenbiew
cost of transportation accounted for 6.55% of thlesrevenue. The cost of labour gulped 10.41%ewhil
cost of storage accounted 14.46% of the total s&esnue. The table also showed that acquisitiat co
accounted for 18.42% of the total cost while cdstransportation accounted for 7.79% of the totatc
The cost of labour gulped 12.38% of the total soisile cost of storage accounted for 0.38% of thalto
cost. The low storage cost among the respondentdmadue to the fact that most of them particul#ly
retailers sell their gari in open spaces, alongrtiael where stalls are allocated to other foodstelfiers or
pay for a section of another person’s shop. Theetalso revealed that an average marketer incartetal
variable cost 0EN7640.30 per week but earned geeravenue 0£N12452.35 per week. This indicatas th
average marketer earned N4812.05 as gross mangingak suggesting that gari marketing is a profgab
venture in the study area.

4.3 The Market Structure for Gari in the Study Area

The value of Gini-Coefficient greater than 0.35 high indicating inequitable distribution of incofeales
(Sanni, 1995). The Gini- Coefficient for gari makes in the study area shown in Table 3 i.e. 0.4256
indicates high level of concentration and consetiyemigh inefficiency in the market structurd@he
structure of the Gari Market in the study area ompetitive or perfect market. The market survasw
characterized by many buyers and sellers. The tiondiof entrance are free entry and free exitfarect
knowledge of the business is required and themraguct homogeneity. Results presented in the Table
indicate that a high Gini coefficient of 0.4256 aibed implies that there is a significant inequailit the
distribution of income among gari marketers. Thiplies that there is market concentration in thedhaf
few marketers because of high income level.

4.4 Market Conduct for Gari in the Study Area

All the respondents claimed that prices were datechby some factors such as the forces of demadd a
supply, cost of acquisition plus margin, the apitif the buyers to haggle and the quantity of gaéhe
ability of the buyers to haggle well in price detémation indicates that there is price discrimioatiThere
was a low degree of product differentiation in tfei market. Gari trader associations exist onlyhat
wholesalers’ level. However, they do not excludgbanay from selling gari in the market. Gari tradars
not organized at the retail level because manyeitare transient. All the respondents reportedthiey
used both the open display and persuasive effortisaw customers which confirm the finding of (Adbl
2004).

4.5 Marketing Function Analysis

The linear, semi log and Cobb-Douglas functionahf® of the production function were tried using
Ordinary Least Square Technique (Table 4). Themes&d functions were evaluated in terms of the
statistical significance of the coefficient of niple determinations (B as indicated by F-value, the
significance of the coefficients and the magnituafestandard errors. Based on these statistical and
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economic criteria, the Cobb-Douglas functional fomas selected as the lead equation. The resultshow
that the estimated coefficient of multiple deterations () indicates that the postulated regressors (i.e
included variables in the model) explained 79.7%hmm variation of the regressand (i.e sales revémume
Gari). All the estimated coefficients except trams$ation (%) had positive signs which indicate that
increase in the quantity of these variables woektlIto an increase in the sales revenue of resptnde
ceteris paribus. The coefficient of transportattbat had negative sign implied that an increaséhis
variable would lead to decrease the sales revefivespondents which may be due to high cost of
transportation in the country.

5.0 Conclusion

The study revealed that 87% of the respondentsnbeio the active segment of the population whike th
remaining 13% belong to the aged group. Analysie ahowed thad4.8% of the respondents were males
while the remaining6.2% of them were females. Result showed that 76.9%hefrespondents were
literates. The study revealed that gari markehagtudy area was dominated by retailer which ateou
for 40.67% of the sellers though there was oth&zgmaies of sellers such as processor/ seller83%6),
wholesalers (12.67%) and wholesaler/retailers whackounted for 31.33% of the respondents. The
profitability analysis showed that an average mi@ikimcurred an average total variable cog&@f 640.30
per week but earned an average revend¢l@; 452.35er week which indicates that an average marketer
earnedN4, 812.05as gross margin per week. A Gini-Coefficient of2b@ obtained in this study indicates a
high level of concentration in the Gari market daathce high inefficiency in the market structurealysis

of the market conduct revealed that factors suatpasof acquisition plus margin, demand and supply
quality of the Gari determined the prices set by thspondents. The result of the marketing funchion
Gari marketers in the study area showed that tistufaied regressors explain@d.7%in the variation of
the regressand. One can say without mincing wdrds dari marketing can serve as one of the veatabl
venture to alleviate poverty in the study area.
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Table 2: Costs and Returns of respondents

ltems Amount (N) % of TC % of Total sales
Acquisition cost 501046 18.42 15.48
Transportation cost 211978 7.79 6.55
Storage cost 468286 17. 20 14.46
Cost of labour 337090 12.38 10.41
Miscellaneous 156052 12.34 4.82
Depreciation 312026 11.46 9.64
Total Variable Cost (TVC) 1986478 72.98 61.36
Total Cost (TC) 2721823 100

Total Revenue (TR) 3237611

Total Variable Cost/Seller 7640.30

Total Cost/Seller 10468.55

Total Revenue/Seller 12452.35

Gross Margin/Seller 4812.05

Net Revenue/Seller 1983.8

Source: Field survey, 2010

Table 3: Computation of Gini coefficient for Gari marketing in South Western Nigeria
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Income  saleg Number | Proportion| Cummu. | Cummu. | Total Proportion| Cummu. | XY
MN) of seller | of freq proportion| saleséN) of sales () | proportion

(freq) | sellers’(X) of sellers of  total

sales (Y)

<20,000 42 0.16 42 0.16 084486. 43 0.30 0.30 0.04800

66 0.25 108 0.41 264715.31 0.08 0.38 0.09500
20,001-
30,000

55 0.21 163 0.62 492955.67 0.15 0.53 0.11100
30,001-40,000

30 0.12 193 0.74 509336.25 0.16 0.69 0.08280
40,001-50,000

18 0.07 211 0.81 326021.72 0.10 0.79 0.05530
50,001-60,000

16 0.06 227 0.87 273321.68 0.08 0.87 0.05220
60,001-70,000

21 0.08 248 0.95 254342.31 0.09 0.96 0.07680
70,001-80,000

12 0.05 260 1.00 132431.63 0.04 1.00 0.05000
>80,000

260 3237611 1.00 0.5744
TOTAL

Source: Field survey, 2010

0.4256
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Table 4: Estimates of the marketing function postulated for Gari marketersin the study area.

Variable Functional Forms
Cobb-Douglas Semi Log
Linear
455589.0 2.0480 385211.52
Constant
(432337.04)7 (0.532) (563732.4)
Acquisition Cost (%) 0.7659* 89423.65
-6331.06
(0.014) (350156.2)
(32231.05)
Transportation Cost (X -0.754* -421242.38
209846.08
(0.098) (143852.4)
(612674.1)
) . 543651.7 0.534 353456.762
Marketing Experience (X
(58773.4) (0.840) (27474.5)
287148.62 0.3612* 5324191.56
Cost of Storage (&
(69649.89) (0.113) (43365.40)
310.768 834060.8 404634.18
Marketer’s age (0
(12856.80) (0.543) (1781.22)
_ 822467.56 0.027* 286112.80
Education (years) X
(5327.42) (0.018) (3099.43)
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5 0.694 0.797 0.567
R

2 0.614 0.702 0.529
R

353.63 214.75 192.45

F-Value

Source: Field survey, 2010

Figures in parenthesis are standard errors ofdab#icients.

Fig. I: MAP OFONDO STATE
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