
International Journal of Agricultural Sciences ISSN: 2167-0447 Vol. 3 (2), pp. 410-418, February, 2013. 
Available online at www.internationalscholarsjournals.org © International Scholars Journals 

 
 
 

Full Length Research Paper 
 
 

Competitiveness of rice processing and marketing in 
Ebonyi State: A policy analysis approach 

 

Mkpuma Ude, Iyabo Bosede Adeoye, Sulaiman Adesina Yusuf, Olubunmi Lawrence Balogun* 
and Roseline jumoke Akinlade 

 
Department of Agricultural Economics, University of Ibadan, Oyo State, Nigeria. 

 
Received 08 July, 2012; Accepted 24 February 2013 

 

Past government inconsistent policies were not successful in securing good market shares for 
domestic rice processors and marketers hence they suffered great losses. The study was therefore 
carried out to assess the competitiveness and impact of policies on domestic rice in Ebonyi State, 
Nigeria. A multi-stage sampling technique was used to select 60 processors and 60 marketers from the 
study area. Primary data were collected with structured questionnaire and analysed using policy 
analysis matrix. Results revealed that private profit was positive (N99, 063.11) for processors and 
negative for marketers (N9, 563.33) while social profit was negative (N4, 838.3) for processors and 
positive for marketers (N8, 473.22) for the output of a hectare of land. Nominal protection coefficient for 
output and input were 1.52 and 0.92 respectively for processors, 1.5 and 1.4 for marketers. Domestic 
resource cost coefficient was 1.41 and 0.53 respectively for processors and marketers. The EPC values 
of 10.33 and 0.17 respectively for processors and marketers showed that rice processors were 
protected while marketers were not protected in the area. The study recommends that the protection 
policy should be intensified since findings have shown that the enterprises were profitable. 
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INTRODUCTION 
 
Rice (Oryza spp) is a cereal crop of outstanding 
economic importance, grown for human consumption and 
it is a major staple food in West Africa (Atungwu, 2005). It 
plays a very significant role in the food security, poverty 
alleviation and human development chains (Amaza and 
Maurice, 2006). Rice is a major source of livelihood for 
smallholder farmers, processors and traders and is a 
major food for urban and rural dwellers in West and 
Central Africa where the demand is growing at the rate of 
6% per annum-faster than anywhere else in the world 
(Kormawa and Toure, 2005). It is perhaps the world’s 
most important food crop being the staple food for over 
80% of the world’s population particularly in India, China, 
and a number of other countries in Africa, and Asia 
(Okoruwa, 2006). Of all the food items, rice is the most 
widely consumed in Nigeria (Joseph, 2007). The crop is 
commonly consumed even as a food crop for household 
food security. The average Nigerian consumes 24.8 kg of  
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rice per year, representing 9% of annual calorie intake, 
(Bamidele et al., 2010). About 3 billion people eat rice 
everyday with Nigerians consuming 4.5 million metric 
tons (This Day, 2009). Though per capita consumption in 
Nigeria has increased, it still lags behind compared to the 
rest of West African sub region at 34 kg per capita (Olaf 
et al., 2003). Rice processing is the transformation stages 
that harvested rice passes through before it comes to the 
point where it is fit for consumption (Mkpuma, 2007). In 
Nigeria, processed/milled rice in 2008 was approximately 
2 million metric tons including the estimated 800,000 
metric ton that was suspected to have entered the 
country illegally on annual basis (USAID, 2009). Rice 
processing and marketing are dictated by economic 
forces beyond the mere confines of the farmer (USAID, 
2008). The small rice mills are the most predominant 
mills. Estimates of Presidential Rice Initiative, (2002) 
indicates that there are about 3,500 small/medium scale 
mills scattered all over Nigeria but most are concentrated 
in Nassarawa State, Ebonyi State (Abakaliki) and Niger 
State. This represents about 25% of small mills in 
Nigeria(Akpokodje et al., 2001). 
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The oil boom of the 1970s brought with it an insatiable 
appetite of Nigerians for imported goods (Ogundele, 
2003). Rice industry is about 70% import based despite 
the country’s potential to produce the commodity to meet 
domestic demand and even export surplus. Recent rice 
importation figures attest to the fact that rice is in high 
demand in Nigeria. With regards to rice value chains, 
although some policies aimed at producing the value 
added rice domestically have stimulated investment in 
upgrading rice processing facilities, a host of other 
government policies and institutional arrangements have 
prevented the rice value chain from developing into a 
productive and dynamic industry (USAID, 2005). For 
instance, in 2005 the Federal Government of Nigeria 
encouraged the investment of large multinational rice 
companies (for example, Stallion Group) in rice 
processing in Nigeria by granting them licenses to import 
brown rice at a preferential tariff rate of 50% licensed 
holders were expected to invest in rice processing and 
cultivation schemes in return for exclusive license to 
import brown rice for polishing. Surprisingly, the FGN 
abandoned the exclusive licensing scheme 1 to 2 years 
after its introduction. The limited impacts from these 
policy inconsistencies show the importance of consistent 
policy as well as addressing the constraints at each level 
of the value chain, not just processing but also in 
marketing. Increasing the market share of domestically 
produced rice will expand the depth and breadthof 
outreach and production to small farmers especially in 
the area. It will increase the overall availability of rice in 
the country, making the country less sensitive to 
international price fluctuations and improve the 
accessibility of rice to urban consumers (lower price). 
Replacing imports with domestic processing and 
marketing (import substitution) will save the state and 
country in general the much needed foreign exchange. It 
was in view of the foregoing that this study examined the 
details of costs involved in each of the selected stages of 
the value chains in rice processing and marketing which 
will serve as a useful tool to both local and foreign 
nationals which may be intending to embark on the 
enterprise. Abakaliki was chosen purposively as the area 
of this study in view of its strategic position in the state 
especially when it comes to rice processing and 
marketing. 

According to Nordin et al. (2008) the theory of 
competitiveness is based on comparative and 
competitive advantage, both of which are related, but one 
is often mistaken for the other. Competitiveness in rice 
processing and marketing is a comparative concept of 
the ability and performance of a firm, sub sector or 
country to sell and supply the commodity in a given market. 

It indicates whether a firm could successfully compete in 
the trade of the commodity in the international market, 
given existing policies and economic structure (ERDD, 
2011). Comparative advantage refers to the ability of one 
nation to produce a commodity at a lower opportunity 
cost of other products forgone than  another  nation.  The  

 
 
 
 
study adopted the policy analysis matrix methodology in 
determining the competitiveness and comparative 
advantage and to measure the effect of policies on rice 
processing and marketing in the study after which the 
results were subjected to sensitivity analysis to test 
systematically what happens to the earning capacity of 
the commodity system if events differ from the estimates 
made about them in planning.  

 

 
MATERIALS AND METHODS 
 
Study area  
 
This study was carried out in Ebonyi State. It has a total 
of thirteen Local Government Areas (NPC, 2006). The 
State has a common boundary with Abia State and Cross 
River State to East respectively and Enugu State to the 
West. It also has a common boundary with Benue State 
to the North. The state has a total population of 
2,176,947 which is made up of 1,064,156 males and 
1,112,791 females (FGNOG, 2009). Abakaliki is one of 
the Local Government Areas (LGA) in Ebonyi State and it 
is also the state capital territory. It is located on the 
Northern part of the state and has a total population of 
149,683. Abakaliki Local Government was selected due 
to its active involvement in rice enterprise and thus one of 
the major rice producing, processing and marketing areas 
in the state; it has the largest rice milling industry in the 
State, (UNIDO, 2008).  
 
 
Data and modeling assumptions 
 
A random sampling technique was used to select 120 
respondents which comprised 60 processors and 60 
marketers. Primary and secondary data were utilized for 
this research. The primary data were collected on: fixed 
and variable assets like parboiling drums, baskets, mats, 
labour costs, volume of trade, marketing costs, selling 
prices, incomes and socio economic status of the 
processors and marketers involved in the enterprises. 
The primary data were collected using pretested 
questionnaire. Secondary information was also collected 
on international prices of input, exchange rates. These 
were collected from the World Rice Statistics, Central 
Bank of Nigeria, conference proceeding and National 
Bureau of Statisticsamong others. The social prices were 
computed by adjusting the free on board (FOB) for 
insurance cost (1%) and freight to arrive at the x cost, 
insurance and freight (FOB). This was done by summing 
up the freight charges, tariff, port charges,and 
transportation cost and import duty to arrive at the CIF 
price. The CIF Lagos price was converted to Nigerian 
local currency (naira) at the exchange rate of N153.00 to 
one US dollar (world reference currency) which was 
ruling at the time of result computation. The social price 
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Table 1. Framework of policy analysis matrix. 
 

 Revenue Tradable inputs Domestic factors Profits 

Values at private prices A = Pid
*
 B = Pjd* Qj C = Pnd

*
 Qn D 

Values at social prices E = Pib
*
 F = Pij

*
 Qj G = Pns

*
 Qn H 

Divergences I J K L 
 

Source: Waqar et al. (2005). 

 
 
 
of land was taken at rental price as used in Chinnappa et 
al. (2007). The social price of labour was calculated by 
dividing labour into peak season and off season 
components as used by Yao (1993) cited in Ogbe et al. 
(2011). The wage rate in the peak season was the 
opportunity cost of labour for the period being examined. 
The social price of gas (petrol) was taken at 2% subsidy. 
The opportunity cost of labour in the off-season was 50% 
in the ruling wage rate. The social price of labour was 
computed by: 
 

 
 
Where: 
 

Pl  = Social price of labour; Wp = prevailing wage rate in 

peak season;  
Wo = prevailing wage rate in off peak season 
 
For rice processing, 1.527 tonne of paddy is required to 
produce 1 tonne of milled rice. The input-output ratio is 1 
to 0.65, which is also the conversion factor from paddy to 
milled rice (Oguntade, 2011). Meanwhile, the results 
were subjected to sensitivity analysis to assess the extent 
of the PAMs' indicators. The output (yield) and exchange 
rates were increased by 10% and reduced by the same 
proportion. 

 
 
Analytical technique 
 
Policy analysis matrix (PAM) was used for the analysis. It 
is a computational framework that was developed in 1989 
by Monke and Pearson and was augmented by recent 
developments in price distortions analysis (Waqar et al., 
2005). It is a tool that is used to examine the impact of 
policy by constructing two enterprise budgets: one valued 
at market prices and the other valued at social prices. 
The PAM once constructed provides a convenient way of 
calculating the measure of policy effects and measures of 
competitiveness and economic efficiency/comparative 
advantage. A wide range of government policies have 
influences on protection and distortion of agricultural 
commodities which can be measured using nominal 

protection coefficient (NPC) and effective protection 
coefficient (EPC) rates as indicators. PAM approach is 
basically an application of social cost benefit analysis and 
the basic concept of theory of policy analysis. The 
framework of the PAM is shown in Table 1. 
 
Where 
Pid = price of output i, Pjd = domestic price of tradable 
input j, Pib = international price of output i 
Pjb = international price of tradable input j, Pnd = market 
price of non tradable input n 
Pns =Shadow price of non-tradable input n, Qi = quantity 
of output 
Qj = quantity of tradable input Qn =quantity of non 
tradable input 
 
The following are calculated on the PAM Table 1. 
 
 
Private Profitability 
 
Private profit refers to observed revenues and costs 
reflecting actual market prices received or paid by 
farmers, merchants, or processors in the agricultural 
system. The private profit is calculated on the first row of 
the table. The private profitability calculations show the 
competitiveness of the agricultural system, given current 
technologies, output values, input costs, and policy 
transfers. If private profits are negative (D < 0), operators 
are earning a subnormal rate of return and thus can be 
expected to exit from the activity unless something 
changes to increase profits to at least a normal level (D = 
0). Alternatively, positive private profits (D > 0) are an 
indication of supernormal returns and should lead to 
future expansion of the system. 
 
 

Social profitability 
 
Social profits measure efficiency or comparative 
advantage. This is calculated in the second row of the 
PAM Table 1. When social profits are negative (H<0), a 
system cannot survive without assistance from the 
government. Such system wastes scarce resources by 
producing at social costs that exceed the costs of 
importing. A positive social profit indicates that the 
country is utilizing scarce resources efficiently. 
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Divergence 
 
The second identity of the accounting matrix concerns 
the differences between private and social valuations of 
revenues, costs, and profits. For each entry in the matrix-
measured verticallyany divergence between the observed 
private (actual market) price and the estimated social 
(efficiency) price must be explained by the effects of 
policy or by the existence of market failures. Divergence 
could be commodity market divergence or factor market 
divergence. However, the ratio indicators in PAM include: 
 
 
Nominal protection coefficient (NPC)  
 
Is use to establish the relationship between the market 
price and the shadow price of the rice processing and 
marketing commodity chains, (Fabian, 2005). A higher 
ratio indicates more government charges and taxes 
added to the border price, which raises the amount paid 
by citizens on imported items. The NPC greater than 1 
reveals that producers are protected for the product. 
Similarly using input cost; NPC > 1 indicates producers 
subsidized for input purchase (Abdulkarim, 2008). The 
nominal protection coefficient can be obtained for both 
input (NPCI) and output (NPCO). 
 
 
Nominal protection coefficient on output (NPCO)  
 
The NPCO is calculated by dividing the revenue in 
private prices (A) by the revenue in social prices (E). The 
objective of calculating NPCO is to measure the actual 
divergences or distortions between domestic prices and 
international or border prices of output. If NPCO < 1, it 
confirms the presence of taxes (tariffs) on outputs. An 
NPCO > 1 shows the presence of subsidies. An NPCO= 
1 reveals the absence of market failures or the absence 
of intervention in rice processing (Wayo, 2002; 
Wiendiyati, et al., 2002). 
 

 *
............................................................................................( )

*

id i

ib i

A P Q
NPCO i

B P Q
 

  
 

      (1) 
 
 
Nominal protection coefficient on input (NPCI)  
 
The NPCI is a ratio that contrasts observed (private) 
commodity prices with a comparable world (social) price. 
This ratio indicates the impact of policy transfers that 
cause a divergence between the two prices. The NPCI on 
tradable inputs in rice processing is therefore defined as 
private price of input (B) divided by social price of input 
(F). An NPCI > 1 shows that policies are increasing the 
market price above the world price, thus providing a 
positive incentive to the processors.A NPCI < 1 indicates 
a negative incentive (or disincentive) to the processors. 

 
 
 
 

*

*
...............................................................................................( )jd i

jb i

P QB
F P Q

NPCI ii 
      (2) 

 
 
Effective protection coefficient (EPC)  
 
This is compare to the added value at private price to 
added value at social price [EPC= (A-B) / (E-F)] which 
gives a combined index of the level of trade distortion on 
both tradable inputs and outputs in rice processing. It 
provides a more accurate measure of the level of 
protection than the NPC. EPC nets out the impact of 
protection on inputs and outputs, and reveals the degree 
of protection accorded to the value added process in the 
processing activity of the relevant commodity 
(Samarendu et al., 2003). An EPC > 1 means that the 
selected system is protected while an EPC < 1 means 
that the system generates fewer added values at market 
price than it would be at social price, and does not enjoy 
protection. EPC measures the protection according to the 
value- added rather than to finished products (Abda et al., 
2011). 
 

(iii) 
        (3) 

 
 
Domestic resource cost (DRC)  
 
This measures the efficiency of utilization of domestic 
factors in the analyses of processing systems. The DRC 
measure compares the cost of domestic resources at 
social (shadow) prices to value added at world prices 
(Oleg, 2010). 

If DRC<1, the processing of the commodity in a country 
is competitive and enjoys protection.  
If the DRC>1 it signifies that the country has a 
disadvantage in production of analyzing goods (Mikhail, 
2005). 

The balanced case is when DRC equals 1. Then the 
economy neither gains, nor saves foreign exchange 
through domestic production (Gorton et al., 2001). 

The closer the DRC to 1, the more marginal is a 
country’s comparative advantage or disadvantage in the 
production of that particular commodity (Gorton and 
Davidova, 2001 cited in Sabahudin, 2006). 
 

……………………………………………….(iv) 

            (4) 
 
Masters and Winter-Nelson (1995) identified weaknesses 
of the DRC criterion. They demonstrated that the DRC 
understates the competitiveness of activities with 
intensive usage of domestic factors instead of tradable 
inputs.    The    activity    with    the    highest     level     of  



 
 
 
 
competitiveness does not necessarily maximize social 
profits, in other words its input mix is not optimal at given 
social prices. To correct for this, social cost benefit ratio 
was proposed by Siggel (2006). 
 
 
Social cost benefit ratio (SCBR)  
 
This is defined as the ratio of total resource cost (F+G) to 
the revenue (E). SCB is superior to domestic resource 
cost (DRC) indicator, which is another widely applied 
indicator of comparative advantage. It is interpreted like 
the DRC, that is, SCBR above one indicates that the 
selected system does not have a comparative advantage. 
The SCBR is consistent with the DRC in the sense that a 
given system with a DRC>1 will necessarily have a 
SCBR>1 (Frederic, 2005). The SCBR was developed as 
an alternative to the DRC because it is demonstrated that 
for ranking the comparative advantages of different 
systems, the DRC is biased in favour of activities that 
have a relative higher content in tradable input than 
domestic factors (Master, 2003). Mathematically, this is 
expressed as; 
 

 SCBR= = ………………………………………………………(v) 
         (5) 

 
 

Financial cost benefit ratio (FCBR)  
 
This is the value of the domestic factors above the value 
added created at market price. If this ratio is above one, it 
means that the systems utilize more value of domestic 
factors than the wealth created or the value added, and 
then the system is not profitable. If the FCBR<1, the 
system is profitable; therefore the system that are the 
most profitable are the one that have the FCBR closest to 
zero.  
 

FCBR= …………………………………………………………………………………(vi) 
      (6) 

 
 

Subsidy ratio to producers (SRP)  
 
Compares the net transfer to the revenue at social price 
(L/E) and provides another measure of the magnitude of 
the transfer induced between the selected systems and 
the rest of the economy. It indicates the part of the profits 
in social prices, which is required when a single subsidy 
or tax is received for all the commodities and 
macroeconomic policy (Christo, 2010). SRP permits 
comparisons of the extent to which all policy subsidises 
agricultural systems (Wayo, 2002). In case of positive 
aggregated transfer (L>0), it indicates the magnitude of 
the world price increase  that  would  be  required  for  the  
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selected system to have a comparative advantages, if it 
is negative, it is an indication that no subsidy/transfer is 
received by the producer (Frederic, 2005). 
 

SRP = ……………………………………………………………………………………(vii) 
     (7) 

 
 
Equivalent producer subsidy (EPS)  
 
Is a ratio of the total net transfer (L) above revenue at 
private price. It indicates the share of income gained (or 
lost) for the system due to distortions induced by the 
current policy or market distortions. This ratio has been 
widely used as an instrument to measure and monitor the 
aggregated level of protection to a subsector during trade 
negotiations (Master, 2003). 
 

EPS = ………………………………………………………………………………….(viii) 
         (8) 

 
 
Private profitability coefficient (PPC)  
 
Is a ratio of the private opportunity costs of domestic 
factors of production relative to the value added in 
domestic prices. It shows the extent to which private 
profit exceeds social profit (Wiendiyati et al., 2002). It 
measures the comparative advantage an entrepreneur 
has in producing value-added rice (Oguntade, 2011). A 
PPC less than one indicates positive private profit and 
shows that the production system is competitive for 
resources given the actual prices in the product and 
factor markets. The lower the PPC, the greater is the 
degree of competitiveness (Elly and Lis, 2004). 
 

PPC=   …………………………………………………………………………………(ix) 
     (9) 

 
 
Sensitivity analysis 
 
Sensitivity analysis is an analytical technique to test 
systematically what happens to the earning capacity of a 
commodity system if events differ from the estimates 
made about them in planning (Wayo, 2002). Many 
criticisms have been given to the use of PAM in policy 
analysis because it is viewed as being static in nature 
and that its result could be unrealistic in a setting that is 
dynamic (Nelson and Pangabean, 1991). A sensitivity 
analysis is done by varying one element and determining 
the effect of that change on the outcome. To correct for 
this, the study adopted sensitivity analysis under the 
following assumptions: The analysis was carried out to 
test whether the result would be affected or changed by 
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Table 2. Policy analysis matrix for rice processing. 
 

Revenue Tradable Inputs Non-Tradable Inputs Divergence  

Private price 293800 166,129.89 28,607 99,063.11 

Social price 193419.2 181,062.41 17,195.13 -4,838.3 

Divergence 100380.8 -14,932.5 11,411.9 103,901.4 
 

Source: Field survey, 2011. 

 
 
 

Table 3. Measures of protection in rice processing. 
 

Ratio Indicators Values 

FP( N) N 99,063.11 

FCBR 2.3 

SP ( N) -4,838.3 

DRC 1.41 

TRANSFERS 103,901.4 

NPCI 0.92 

NPCO 1.52 

EPC 10.33 

PC -20.5 

PSR 0.57 

EPS 0.35 

SCBR 1.03 

 
 
 
changes in the exchange rate (increase and decrease), 
output (increase and decrease) by 10%. It is a means of 
dealing with uncertainty about future events. Objective 
three was achieved using descriptive statistics such as 
flowcharts, percentages, tables, and cumulative 
frequency.  
 
 
RESULTS AND DISCUSSION 

 
Policy analysis matrix for rice processing 
 
The policy analysis matrix for rice processing is shown in 
Tables 2 and 3. The results revealed that the private 
profit for rice processing in the area for the output of 1 
hectare of land (2 metric tonnes) is positive (N99, 063.11) 
considering the existing technologies, input and output 
prices and prevailing policies. The positive profit implies 
that rice processing in the area is competitive and that 
processors are earning a supernormal return. 
Conversely, the social profit was negative (N4, 838.3) 
given current technologies, input and output prices and 
policy. This indicates that the cost of domestic processing 
exceeds the cost of importation thereby suggesting that 
the enterprise cannot survive without government 
intervention at the margin. The negative social profit is 
also an indication that resources are not being efficiently 
utilised in the processing of the commodity (paddy). 

Table 3 reveals that the NPCO was greater than unity 
(1.52) which implies that policies actually favoured the 
domestic rice output. This finding is a true reflection of 
the government’s policy that currently places a 
tariffs/import duty of up to 50% on the importation of the 
value added rice commodity in Nigeria. This confirms the 
findings of Oguntade (2011) on assessment of protection 
and comparative advantage in rice processing in Nigeria 
that NPCO was 1.74 indicating that the policy was 
friendly on rice output. However, the NPCI was 0.92 
implying that policies taxed the input of rice processing, 
but contradicts his finding on NPCI that was greater than 
unity (1.27). The EPC which reveals the extent of 
protection given to the value added process was greater 
than unity (10.33). Similarly, the DRC coefficient was 
greater than unity (1.41). This is a clear indication that it 
is not socially profitable to process paddy rice into value-
added rice in the area. In other words, it is an indication 
of resource use inefficiency in rice processing in the area. 
The DRC value was further confirmed by the SCBR value 
of 1.03. This finding is also in tune with the findings of 
Akande et al., (2007) that DRC was 1.41 indicating that 
policy was not friendly on rice production (Table 4). 

In the second scenario, when the exchange rate was 
increased by 10% and reduced by the same proportion, 
DRC values were still greater than unity. This was further 
confirmed by the values of their SCBR which were all 
greater than unity. The NPCI values were not sensitive to 
output variation as the remained unchanged (0.92) but 
were found sensitive to exchange rate changes. Similarly, 
NPC values remained unchanged to changes in output. It 
was reduced by 9% and increased by 11% when the 
exchange rates were increased and reduced by 10% 
respectively. They values were all greater than unity 
confirming that international prices were lower than unity. 

 

 
Policy analysis matrix of rice marketing 
 
The results of the PAM for rice marketing in the study 
area revealed that rice marketing in the study area was 
not privately profitable (N9, 563.33). This was further 
confirmed by the financial cost benefit ratio (FCBR) which 
was greater than unity (4.03). However, the result 
indicated that it was socially profitable (N8, 474.22). The 
positive social profit is an indication that the enterprise 
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Table 4. Sensitivity analysis of rice processing. 
 

Coefficients/ 

ratios 

Base 
value 

10% increase in 
output 

10% decrease in 
output 

10% increase in 
exchange  rate 

10% decrease in 
exchange  rate 

FCBR 2.3 0.18 0.29 1.88 0.22 

SP -4,838.3 14,503.35 -24,180.82 -3,665.99 -4,370.35 

DRC 1.41 0.54 -2.46 1.24 1.39 

TRANSFERS 103,901.4 111,939.59 93,863.45 102,729.1 103,433.5 

NPCI 0.92 0.92 0.92 0.84 1.02 

NPCO 1.52 1.52 1.52 1.38 1.69 

EPC 10.33 4.95 -14.7 8.37 11.5 

PC -20.5 8.9 -2.88 -27 -22.66 

PSR 0.57 0.54 0.54 0.48 0.59 

EPS 0.35 0.35 0.35 0.35 0.35 

SCBR 1.03 0.93 1.05 1.02 1.03 

 
 
 

Table 5. Policy analysis matrix of rice marketing. 
 

Revenue 
Tradable Inputs Non-Tradable Inputs Profit 

(N) (N) (N) (N) 

Private Price 299,000 295.844 12,719.33 9,563.33 

Social Price 213,200 195.089.2 9,636.58 8,474.22 

Divergences 85,800 100,754.8 3,082.75 -18,037.55 
 

Source: Field survey, 2011. 

 
 
 

Table 6. Ratio indicators for rice marketing. 

 

Indicators Values 

FP -N9,563.33 

FCBR 4 

SP N8,473.22 

DRC 0.53 

TRANSFERS -N 18,037.33 

NPCI 1.5 

NPCO 1.4 

EPC 0.17 

PC -1.13 

PSR 0.085 

EPS 0.06 

SCBR 0.96 

 
 
 
can survive without government intervention at the 
margin.  

The net effect of divergence between the private profit 
and social profit was negative (N 18, 037.33). This 
suggests that the net effect of policy intervention by the 
government at the marketing level reduced the 
profitability of rice marketing in the area which is not 
marketer-friendly (Table 5). 

Measures of protection 
 
Table 6 presents the ratios of protection coefficients and 
competitiveness of rice marketing in the study area. 

Table 7 presents sensitivity analysis of rice marketing. 
The result showed that NPCO and NPCI were 1.4 and 
1.5 respectively implying that the domestic market price 
of value-added rice has been kept above the international 
price of rice through the intervention of the government 
policies. This conforms to the findings of Oguntade 
(2011) that NPCO and NPCI were 1.74 and 1.27 
respectively. Despite the tariff imposition on the imported 
rice, the EPC (0.17) shows that rice marketers were not 
protected in the area. This implies that the level of 
protection was not enough to completely protect the 
marketers. However, the DRC which is a measure of 
comparative advantage in marketing which a nation has 
in producing a commodity indicates that rice marketing 
was socially profitable (0.53). This finding conforms to the 
findings of Ramtin and Farhad (2010).  

Meanwhile, the SCBR value of 0.96 further confirmed 
the authenticity of the DRC value which was less than 
unity. In the first scenario, volume of trade was increased 
by 10% and also reduced by the same proportion. The 
PC values were still less than unity irrespective of the 
changes in the volume of trade. However, the value of 
NPCI and NPCO were still not sensitive to changes in 
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Table 7. Sensitivity analysis of rice marketing. 
 

Coefficients/ratios Value 
10% increase in 

output 
10% decrease in 

output 
10% increase in 
exchange rate 

10% decrease in 
exchange rate 

FP N9,563.33 20,336.67 -39,463.33 -N9,563.33 -N9,563.33 

FCBR 4 0.38 -0.48 4.0 4.0 

SP 8,474.22 48,967.38 12,745.8 9,000.45 7.625.6 

DRC  0.53 1.5 -3.1 0.54 0.71 

TRANSFERS 18,037.55 -28,630.7 -26,717.55 -18,563.76 -17,189.13 

NPCI 1.5 1.5 1.5 1.38 1.68 

NPCO 1.4 1.4 1.4 1.27 1.56 

EPC 0.17 0.84 8.6 0.16 0.19 

PC -1.13 0.42 -3.1 -1.06 -1.25 

PSR 0.085 -0.122 0.15 -0.08 -0.09 

EPS 0.06 -0.09 -0.06 -0.06 -0.06 

SCBR 0.96 0.87 0.96 0.96 0.96 
 
 
 

output. In the same vein, the exchange rate was 
increased by 10% and also reduced by the same 
proportion. This change showed that indicators like DRC, 
NPCO, EPC, PC, and PSR were sensitive to exchange 
rate variation except for SCBR, EPS, FCBR and FP. This 
clearly implies that an appreciation of international 
currency (US dollar) against local currency (naira) will 
favour domestic rice marketing. This finding conforms to 
Ogbe et al. (2011) on competitiveness of Nigerian Rice 
and Maize Production Ecologies.  
 
 

CONCLUSION AND RECOMMENDATIONS 
 

Research findings have shown that rice processing and 
marketing in the Ebonyi State is profitable. However, the 
enterprises will be severely affected if the government 
protection policies are removed since past government 
inconsistent policies were not successful in securing 
good market shares for domestic rice processors and 
marketers, hence they suffered great losses. The recent 
and renewed interest by the present administration to 
intensify domestic rice enterprise has yielded positive 
results. The current 50% tariff on imported rice should be 
further increased to give more protection to local rice 
processors and marketers since the already existing 
policy does not guarantee complete protection. 
Meanwhile, more private sector participation should be 
encouraged. This can be done through institutional 
market support services in the area of credit, market 
infrastructures, and conducive policy environment. These 
measures will go a long way in commercializing the 
enterprise not just in Ebonyi State but in the entire 
country. 
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