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Introduction 

Agricultural marketing is the bridge that connects farm production to final consumption, 

encompassing all the activities, agencies, and institutions involved in moving agricultural 

products and services from the farm gate to the consumer. Understanding marketing is as 

important to agricultural development as understanding production technology, since even the 

most productive farm fails to benefit the farmer or the economy if its output cannot reach 

consumers efficiently. 

This opening Series introduces the concept, scope, and importance of agricultural marketing; the 

distinctive characteristics of agricultural products and markets; the functions performed by the 

marketing system; the agencies and channels through which products move; and the concepts of 

value addition and marketing margin. This foundation supports the economic principles, price 

theory, market structure, and international trade topics covered in the remaining Series of AGE 

303. 

 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

• SLO 1.1 define agricultural marketing, explain its importance, and describe the 

peculiarities of agricultural products and markets (Linked to Part 1.1), 

• SLO 1.2 describe the exchange, physical, and facilitating functions of agricultural 

marketing (Linked to Part 1.2), 

• SLO 1.3 describe marketing agencies and channels and explain channel selection (Linked 

to Part 1.3), and 

• SLO 1.4 explain value-added processing and marketing margin and the factors affecting 

margins in Nigeria (Linked to Part 1.4). 
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1.1 Concept and Scope of Agricultural Marketing 

1.1.1 Definition and nature of agricultural marketing 

Agricultural marketing is the series of activities, agencies, and institutions involved in moving 

agricultural products and inputs from the point of production to the point of final consumption, 

including buying, selling, transporting, storing, processing, financing, risk-bearing, and the 

provision of market information. It is a system that adds form, place, time, and possession utility 

to agricultural products: form utility (processing raw produce into a more usable form, e.g. 

milling grain into flour); place utility (moving produce from areas of surplus production to areas 

of deficit/demand); time utility (storing produce from periods of surplus to periods of scarcity); 

and possession utility (transferring ownership from producer to the consumer who values the 

product most). 

Agricultural marketing differs from general marketing because it deals with agricultural 

products, which have distinctive biological, seasonal, and bulk characteristics, and because 

production decisions are made many months before the product reaches the market, with the 

farmer having limited ability to adjust supply quickly in response to price signals. The scope of 

agricultural marketing includes: marketing of farm produce (crops, livestock, fish, forest 

products) from farmer to consumer; marketing of farm inputs (seed, fertiliser, agrochemicals, 

equipment) from suppliers to farmers; and the institutional, policy, and infrastructural 

environment (markets, roads, storage, grading standards, market information systems, 

government regulation) within which these exchanges occur. 

Fill in the blank: Agricultural marketing adds form, place, time, and ________ utility to 

agricultural products; place utility involves moving produce from areas of surplus to areas of 

demand, while time utility involves storing produce from periods of surplus to periods of 

scarcity. 

1.1.2 Importance of agricultural marketing 

Agricultural marketing is important for several interconnected reasons. Income generation for 

farmers: an efficient marketing system ensures farmers receive a fair price for their produce, 
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providing the income needed to invest in better seeds, fertiliser, and equipment for the next 

production cycle; inefficient marketing (excessive middleman margins, poor price information) 

reduces farmer income and discourages production. Food security and consumer welfare: 

marketing moves food from surplus production areas to deficit areas and from harvest time to 

periods of scarcity, ensuring a more stable and reliable food supply for consumers throughout the 

year and across regions; without marketing, food would simply rot in surplus-producing rural 

areas while urban consumers go hungry. 

Economic development: agricultural marketing creates employment (traders, transporters, 

processors, market workers) and contributes to GDP through value addition and trade; it 

stimulates agricultural production by providing farmers with market outlets and price incentives; 

and it generates government revenue through taxes and levies on market transactions. Resource 

allocation: market prices, generated through the interaction of supply and demand (covered 

further in Series 2 and 3), signal to farmers which crops and livestock are in demand, guiding the 

allocation of land, labour, and capital towards the most economically valuable uses. Reduction of 

post-harvest losses: an efficient marketing system with adequate storage, transport, and 

processing infrastructure reduces the substantial post-harvest losses (often 20-40% for 

perishables in Nigeria) that occur when produce cannot reach the market in good condition 

before it spoils. 

Fill in the blank: An efficient agricultural marketing system reduces post-harvest ________ , 

which can reach 20-40% for perishable produce in Nigeria when adequate storage, transport, and 

processing infrastructure is lacking. 

1.1.3 Peculiarities of agricultural products and markets 

Agricultural products and the markets for them have several distinctive characteristics that 

distinguish agricultural marketing from the marketing of manufactured goods. Seasonality of 

production: most crops are harvested at specific times of the year (determined by climate and 

growing season), causing gluts (oversupply and low prices) immediately after harvest and 

scarcity (undersupply and high prices) before the next harvest; this seasonal price pattern is a 

defining feature of agricultural markets, in contrast to manufactured goods that can be produced 
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continuously to match demand. Perishability: many agricultural products (fruits, vegetables, 

milk, fish, meat) deteriorate rapidly after harvest or slaughter, requiring rapid marketing, 

refrigeration, or processing; this perishability gives farmers and traders weak bargaining power, 

since produce often must be sold quickly regardless of the price offered, rather than withheld 

until a better price is available. 

Bulkiness and low value-to-weight ratio: many agricultural products (grains, tubers, fresh 

produce) are bulky relative to their value, making transport costs a significant proportion of total 

marketing cost, especially over long distances on poor rural roads. Biological variation in 

quality: agricultural products vary naturally in size, quality, ripeness, and condition (unlike 

standardised manufactured goods), complicating grading, pricing, and quality control; this 

variation requires the development of grading and quality standards to facilitate trade, 

particularly for export markets. Inelastic supply response in the short run: because production 

decisions (planting) are made months before harvest, farmers cannot quickly increase supply in 

response to a price increase within a single season; this contributes to significant short-run price 

volatility in agricultural markets compared to markets for goods with more flexible production. 

Numerous small-scale producers: agricultural production in Nigeria is dominated by millions of 

smallholder farmers, each producing a small quantity, in contrast to industries dominated by a 

few large manufacturers; this fragmented supply complicates the assembly, grading, and bulking 

functions of marketing (covered in Part 1.2). 

Fill in the blank: ________ of production refers to the concentration of harvest at specific times 

of the year, causing gluts and low prices immediately after harvest and scarcity with high prices 

before the next harvest; this is a defining feature of agricultural markets. 
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Figure 1.1: Agricultural marketing utilities and product peculiarities  

 

Pilot questions 1.1 

1. Define agricultural marketing and name the four utilities it adds to agricultural products. 

2. State five reasons why agricultural marketing is important. 

3. Explain seasonality of production and its effect on agricultural prices. 

4. Explain why perishability weakens the bargaining power of farmers and traders. 

5. Explain why the numerous small-scale producer structure of Nigerian agriculture 

complicates marketing. 
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1.2 Marketing Functions 

1.2.1 Exchange functions 

Exchange functions are the activities involved in transferring ownership of agricultural products 

from one party to another, primarily through buying and selling. Buying and assembling: the 

gathering of small, scattered quantities of produce from numerous smallholder farmers into 

larger, more manageable lots for further marketing; this assembly function is especially 

important in Nigeria given the dominance of small-scale production; assemblers (often local 

traders) travel to rural markets and farm gates to purchase produce in small quantities. Selling: 

the function of finding buyers and transferring ownership of the product, whether at the farm 

gate, in rural assembly markets, urban wholesale markets, or directly to consumers and retailers; 

effective selling requires market knowledge, negotiation skill, and access to buyers. 

Pricing: the determination of the price at which a transaction occurs, through negotiation, 

auction, or reference to a published or quoted price; pricing is closely linked to the price 

discovery mechanisms covered in Series 2 and 3. Risk-bearing: every marketing transaction and 

the holding of inventory between purchase and resale involves risk (price risk from market 

fluctuations, physical risk from spoilage or loss, and risk of non-payment); traders and 

processors who hold stock or extend credit bear this risk in exchange for the marketing margin 

they receive; this risk-bearing function is a legitimate economic service for which a return is 

earned, distinct from simple exploitation, although excessive margins relative to actual risk borne 

are a frequent concern in Nigerian agricultural markets and are explored further in Part 1.4. 

Fill in the blank: Buying and ________ is the exchange function of gathering small, scattered 

quantities of produce from numerous smallholder farmers into larger, more manageable lots for 

further marketing; it is especially important given the dominance of small-scale production in 

Nigeria. 

1.2.2 Physical functions 

Physical functions involve the actual physical handling, movement, and transformation of 

agricultural products as they move through the marketing system. Transportation: moving 
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products from the point of production to the point of processing, wholesale, or final 

consumption, by road (the dominant mode in Nigeria, using trucks, vans, motorcycles, and head-

loading for short distances), rail, water, or air (for high-value, perishable export produce); 

transportation creates place utility but is also a major cost component, particularly given the poor 

condition of many rural roads. Storage: holding products from the time of harvest or production 

until they are needed by processors or consumers, creating time utility; storage methods range 

from traditional structures (barns, pits, rhombus cribs for grain) to modern facilities (cold storage 

for perishables, silos for bulk grain, controlled-atmosphere storage); inadequate storage 

infrastructure is a major contributor to post-harvest losses in Nigeria. 

Processing: transforming raw agricultural products into a more usable, storable, or valuable 

form, ranging from simple operations (cleaning, drying, shelling, threshing) at the farm or local 

level to industrial processing (milling, canning, extraction, packaging); processing creates form 

utility and is closely linked to the value addition concept covered in Part 1.4. Grading and 

standardisation: sorting products into uniform classes based on quality characteristics (size, 

ripeness, moisture content, defects), enabling buyers to purchase with confidence without 

inspecting every unit individually; grading facilitates trade, supports price differentiation by 

quality, and is essential for access to export and premium domestic markets, though grading 

standards and their enforcement remain underdeveloped for many Nigerian agricultural products. 

Packaging: protecting products during handling and transport and presenting them attractively to 

buyers; ranges from simple sacks and baskets to branded, labelled packaging for retail and export 

markets. 

Fill in the blank: ________ and standardisation is the physical function of sorting agricultural 

products into uniform classes based on quality characteristics, enabling buyers to purchase with 

confidence and supporting price differentiation by quality. 

1.2.3 Facilitating functions 

Facilitating functions support and enable the exchange and physical functions to operate 

efficiently, without involving direct buying, selling, or physical handling. Financing: providing 

the working capital needed by farmers, traders, and processors to purchase inputs, hold 
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inventory, and bridge the gap between paying for produce and receiving payment from buyers; 

sources include personal savings, informal moneylenders, trader credit (input suppliers extending 

credit against future harvest), cooperative societies, and formal bank credit (though formal credit 

access remains limited for many smallholder farmers and small traders in Nigeria, as discussed 

in earlier AGE courses). Market information: the collection and dissemination of information on 

prices, supply and demand conditions, quality requirements, and market trends, enabling farmers 

and traders to make informed decisions about when, where, and to whom to sell; in Nigeria, 

market information is increasingly delivered through mobile phone-based services, radio market 

reports, and government agencies, supplementing traditional word-of-mouth and personal market 

visits. 

Standardisation and quality control (closely related to grading, but extending to the establishment 

of official standards and their enforcement by regulatory bodies such as the Standards 

Organisation of Nigeria, SON, and the National Agency for Food and Drug Administration and 

Control, NAFDAC) provide a framework within which grading and quality-based pricing can 

operate consistently across the market. Market intelligence and research provide deeper analysis 

of market trends, consumer preferences, and trade opportunities, used by larger commercial 

enterprises and policy makers to guide investment and policy decisions. Risk management 

facilitation includes formal mechanisms such as insurance and (in more developed markets) 

futures and forward contracts that allow market participants to transfer or hedge price and 

production risk, though such formal mechanisms remain underdeveloped for most Nigerian 

agricultural commodities outside a few organised exchanges. 

Fill in the blank: ________ functions, including financing, market information, and 

standardisation, support and enable the exchange and physical functions of marketing to operate 

efficiently, without involving direct buying, selling, or physical handling of products. 
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Figure 1.2: Marketing functions in agricultural marketing  

Pilot questions 1.2 

1. Name the three categories of marketing functions and give one example of each. 

2. Explain the assembly function and why it is especially important in Nigeria. 

3. Describe three physical functions of agricultural marketing. 

4. Explain the grading function and state two benefits it provides. 

5. Describe two facilitating functions and explain their role in agricultural marketing. 

 

1.3 Marketing Agencies and Channels 

1.3.1 Types of marketing agencies/middlemen 

Marketing agencies (commonly called middlemen) are individuals or organisations that perform 

marketing functions as products move from producer to consumer. Assemblers (also called rural 

traders or itinerant buyers): purchase small quantities of produce directly from farmers at the 



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

farm gate or in rural periodic markets, aggregating them into larger lots; typically operate with 

limited capital and serve a defined local area. Wholesalers: purchase large quantities of 

assembled produce (often from assemblers) and sell in bulk to retailers, processors, or 

institutional buyers; operate primarily in urban wholesale markets (e.g. major Nigerian 

commodity markets such as Mile 12 Market, Lagos, and Dawanau Market, Kano); typically have 

greater capital and storage capacity than assemblers. 

Retailers: sell relatively small quantities directly to final consumers, in urban open markets, 

neighbourhood shops, supermarkets, or roadside stands; the final link in the marketing chain 

before consumption. Commission agents/brokers: facilitate transactions between buyers and 

sellers without taking ownership of the product themselves, earning a commission or fee for 

arranging the sale; common in some Nigerian livestock and grain markets. Processors: purchase 

raw agricultural produce and transform it into a different form (millers, oil extractors, food and 

beverage manufacturers); may purchase directly from farmers, assemblers, or wholesalers 

depending on the volume and consistency of supply needed. Cooperative marketing societies: 

farmer-owned organisations that collectively assemble, grade, and market members' produce, 

aiming to capture marketing margins for farmers that would otherwise go to independent 

middlemen, and to strengthen farmers' bargaining power through collective action. 

Fill in the blank: ________ purchase small quantities of produce directly from farmers at the 

farm gate or in rural periodic markets, aggregating them into larger lots for sale to wholesalers; 

they typically operate with limited capital and serve a defined local area. 

1.3.2 Marketing channels 

A marketing channel is the specific sequence of agencies and intermediaries through which a 

product passes as it moves from producer to final consumer. Direct channel (farmer to 

consumer): the shortest possible channel, with the farmer selling directly to the final consumer, 

e.g. at a farm gate stand, farmers' market, or through direct delivery arrangements; eliminates 

middleman margins entirely but requires the farmer to perform all marketing functions 

themselves (transport, sale, collection of payment), which is impractical for many smallholder 

farmers producing for distant urban markets. Short channel (farmer-retailer-consumer or farmer-



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

wholesaler-consumer): involves one intermediary; more practical than the direct channel for 

moderate distances and volumes while still limiting the number of margins taken out of the final 

price. 

Long channel (farmer-assembler-wholesaler-retailer-consumer): the most common channel 

structure for staple food commodities moving from rural production areas to distant urban 

markets in Nigeria, involving multiple intermediaries each performing specific functions 

(assembly, bulk transport, wholesale distribution, retail sale) and each earning a margin for the 

value added or risk borne. Processor channels (farmer-processor-distributor-retailer-consumer): 

involve a processing step that transforms the raw product, common for commodities such as 

cassava (processed into garri or starch), oil palm (processed into palm oil), and cocoa (processed 

into various cocoa products) before reaching the final consumer or export market. The 

appropriate channel length depends on the perishability of the product (perishables often require 

shorter channels with fewer handling steps to minimise loss), the distance between production 

and consumption areas, the volume produced, and the degree of processing required. 

Fill in the blank: The ________ channel (farmer-assembler-wholesaler-retailer-consumer) is the 

most common channel structure for staple food commodities moving from rural production areas 

to distant urban markets in Nigeria, involving multiple intermediaries each earning a margin. 

1.3.3 Channel selection and disintermediation 

Farmers and other market participants choose marketing channels based on several 

considerations: the volume of produce to be sold (small volumes may only justify a short, local 

channel; large volumes can support the cost and complexity of longer channels reaching distant 

markets); the perishability of the product (highly perishable produce needs the fastest, shortest 

channel to minimise spoilage); the price premium available in different markets (urban or export 

markets often offer higher prices but require longer channels and more marketing services); the 

farmer's own capacity (capital, transport access, market knowledge, and time) to perform 

marketing functions themselves rather than relying on intermediaries; and the relationship and 

trust built with specific buyers over repeated transactions, which can reduce transaction costs and 

risk. 
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Disintermediation is the process of removing or bypassing intermediaries in the marketing 

channel, typically to allow farmers (or, less commonly, final processors) to capture a larger share 

of the final consumer price. Mechanisms promoting disintermediation in Nigeria include: farmer 

cooperatives and marketing associations that collectively perform the assembly, transport, and 

bulk-selling functions previously performed by independent middlemen; direct farmer-to-

consumer arrangements facilitated by mobile phone and internet-based platforms connecting 

farmers directly with urban buyers or retailers; contract farming arrangements in which 

processors or large buyers contract directly with farmers, bypassing independent traders; and 

farmer markets or designated farm-gate selling points organised by government or development 

programmes. While disintermediation can increase farmers' share of the final price, it also 

requires farmers to take on marketing functions and risks (assembly, quality control, transport, 

payment collection) previously borne by intermediaries, and is not always more efficient or 

beneficial than a well-functioning traditional channel, depending on the specific commodity and 

market context. 

Fill in the blank: ________ is the process of removing or bypassing intermediaries in the 

marketing channel, typically through farmer cooperatives, direct farmer-to-consumer platforms, 

or contract farming, to allow farmers to capture a larger share of the final consumer price. 
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Figure 1.3: Marketing agencies and channel structures  

Pilot questions 1.3 

1. Name six types of marketing agencies and state the role of each. 

2. Distinguish between a wholesaler and a retailer. 

3. Describe four types of marketing channels with one Nigerian commodity example each. 

4. State four factors that influence channel selection by a farmer. 

5. Explain disintermediation and name three mechanisms promoting it in Nigeria. 

 

1.4 Value-Added Processing and Marketing Margins 

1.4.1 Concept of value addition 

Value addition (or value-added processing) is the process of transforming a raw agricultural 

product into a different form that commands a higher price than the raw product, by 

incorporating additional inputs of labour, capital, technology, or branding. Examples of value 
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addition in Nigerian agriculture: primary processing (cleaning, drying, sorting, dehulling, milling 

raw grain into flour); secondary processing (transforming a primary product into a more distinct 

food item, e.g. cassava into garri, fufu, or starch; tomato into paste; oil palm fruit into palm oil); 

packaging and branding (presenting a product in attractive, informative, and food-safety-

compliant packaging under a recognised brand, increasing consumer willingness to pay); and 

further processing into finished or semi-finished consumer products (cassava starch into bread or 

confectionery ingredients; cocoa beans into chocolate, cocoa powder, or cocoa butter). 

Benefits of value addition include: increased farmer and processor income (the price received for 

a processed product is generally higher than for the equivalent raw material, capturing a larger 

share of the final consumer price within the country rather than exporting raw, unprocessed 

commodities); extended shelf life and reduced post-harvest losses (processing into a more stable 

form, such as drying or milling, reduces spoilage compared to marketing the raw, perishable 

product); employment generation (processing activities, from small-scale household-level garri 

production to industrial cocoa processing, create jobs in rural and urban areas); and improved 

food security (processed staples such as garri and flour can be stored and transported more easily 

than raw produce, improving year-round food availability). Nigeria's agricultural development 

policy has increasingly emphasised value addition as a strategy to capture more of the value 

chain domestically rather than exporting raw commodities (e.g. raw cocoa beans, raw cashew 

nuts) at relatively low prices while importing more expensive processed products made from the 

same raw materials. 

Fill in the blank: Value addition is the process of transforming a raw agricultural product into a 

different form that commands a higher price, by incorporating additional inputs of labour, 

capital, technology, or ________ , such as cassava processed into garri or cocoa beans processed 

into chocolate. 

1.4.2 Marketing margin 

Marketing margin is the difference between the price paid by the final consumer and the price 

received by the farmer for an agricultural product, representing the total compensation earned by 

all the intermediaries and marketing agencies involved in moving and transforming the product 
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between the farm gate and the consumer. The marketing margin can be expressed as: marketing 

margin = consumer price minus farm gate price; or, when expressed as a percentage, marketing 

margin (%) = [(consumer price minus farm gate price) / consumer price] x 100. For example, if a 

bag of maize sells for 500 naira at the farm gate and the final retail price is 800 naira, the 

marketing margin is 300 naira, or 37.5% of the consumer price. 

The marketing margin compensates intermediaries for the legitimate costs and risks they incur in 

performing marketing functions: transportation costs (fuel, vehicle maintenance, driver wages); 

storage costs (warehouse rent, losses from spoilage, capital tied up in inventory); processing 

costs (labour, equipment, packaging materials); risk-bearing (compensation for price risk, 

spoilage risk, and risk of non-payment); and a reasonable profit margin for the trader's own 

labour and capital invested in the business. However, an excessively high marketing margin 

relative to the actual costs and risks involved suggests inefficiency in the marketing system (e.g. 

due to poor infrastructure, lack of market information, or limited competition among 

intermediaries) or the exercise of market power by intermediaries at the expense of both farmers 

and consumers; this is the central concern motivating the study of market structures in Series 4. 

Fill in the blank: Marketing margin is the difference between the ________ price and the farm 

gate price received by the farmer; it compensates intermediaries for legitimate marketing costs 

and risks but can become excessive where the marketing system is inefficient or intermediaries 

exercise market power. 

1.4.3 Factors affecting marketing margins in Nigeria 

Several factors influence the size of marketing margins observed for different agricultural 

commodities and market situations in Nigeria. Distance and transport infrastructure: longer 

distances between production and consumption areas, combined with poor road conditions, 

increase transport costs and therefore widen marketing margins; commodities moving from 

remote northern production areas to southern urban centres typically show wider margins than 

commodities marketed locally. Number of marketing functions performed and degree of 

processing: the more functions performed (assembly, storage, processing, grading, packaging) 

and the greater the degree of transformation from raw to finished product, the wider the margin, 



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

since each function adds a legitimate cost component; raw, unprocessed commodities sold 

through a short channel show narrower margins than highly processed branded products sold 

through long channels. 

Level of competition among intermediaries: where many traders compete to buy from farmers 

and sell to consumers, competitive pressure tends to keep margins closer to the actual cost of 

performing marketing functions; where few traders dominate a market (limited competition, 

covered further in Series 4), margins can be inflated by the exercise of market power. 

Perishability and post-harvest loss rates: higher spoilage rates for perishable commodities require 

intermediaries to build an allowance for losses into their margin, widening the apparent margin 

even where underlying costs and profit are reasonable. Availability of market information: where 

farmers and traders lack access to price information from other markets, farmers may be forced 

to accept lower farm gate prices than the prevailing market conditions would justify, effectively 

widening the margin captured by better-informed intermediaries; improving market information 

access (a facilitating function, Part 1.2) is therefore one practical strategy for narrowing 

excessive margins and improving farmer income. 

Fill in the blank: Where many traders compete to buy from farmers and sell to consumers, 

________ pressure tends to keep marketing margins closer to the actual cost of performing 

marketing functions; limited competition allows margins to be inflated by market power. 
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Figure 1.4: Value addition and marketing margin  

Pilot questions 1.4 

1. Define value addition and give three Nigerian examples. 

2. State four benefits of value addition in Nigerian agriculture. 

3. Define marketing margin and calculate it for a commodity selling at 1,000 naira retail and 

650 naira farm gate. 

4. State the costs and risks that a legitimate marketing margin compensates intermediaries 

for. 

5. State four factors that influence the size of marketing margins in Nigeria. 
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Series Summary 

This Series examined agricultural marketing as the activities, agencies, and institutions 

involved in moving farm products from producers to consumers while creating form, place, 

time, and possession utility. It is important for farmer income, food security, economic 

development, resource allocation, and reduction of post-harvest losses. Agricultural marketing is 

affected by seasonality, perishability, bulkiness, quality differences, inelastic short-run supply, 

and the large number of small producers. Its major functions include exchange functions such as 

buying, selling, pricing, and risk-bearing; physical functions such as transportation, storage, 

processing, grading, and packaging; and facilitating functions such as finance, market 

information, quality control, and risk management. Marketing agents include assemblers, 

wholesalers, retailers, brokers, processors, and cooperatives, while products may pass through 

direct, short, long, or processor-based channels. 

The Series also covered value addition as the transformation of raw agricultural products 

into forms with greater usefulness and market value. Examples include processing cassava 

into garri, oil palm fruits into palm oil, and tomatoes into paste. Value addition can raise income, 

reduce losses, create employment, and improve food availability. Marketing margin is the 

difference between the consumer price and the farm-gate price, and it covers marketing 

costs, risks, and profit. Margins are influenced by transport distance, infrastructure, processing 

level, competition, perishability, and access to market information. Cooperatives, digital 

platforms, direct sales, and contract farming can shorten marketing channels and improve 

farmers’ returns. By completing this Series, students should achieve SLOs 1.1–1.4. 

 

Glossary of Terms 

• Agricultural marketing: the activities, agencies, and institutions involved in moving 

agricultural products and inputs from production to final consumption, adding form, 

place, time, and possession utility. 
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• Assembler: a marketing agency that purchases small quantities of produce directly from 

farmers, aggregating them into larger lots for sale to wholesalers. 

• Direct channel: the shortest marketing channel, with the farmer selling directly to the 

final consumer without intermediaries. 

• Disintermediation: the process of removing or bypassing intermediaries in the 

marketing channel to allow farmers to capture a larger share of the final consumer price. 

• Exchange functions: marketing functions involved in transferring ownership of 

products, including buying/assembling, selling, pricing, and risk-bearing. 

• Facilitating functions: marketing functions that support exchange and physical functions 

without involving direct buying, selling, or physical handling; includes financing, market 

information, and standardisation. 

• Form utility: the value added to a product by transforming it into a more usable form, 

e.g. milling grain into flour. 

• Grading: the physical function of sorting agricultural products into uniform classes 

based on quality characteristics. 

• Long channel: a marketing channel (farmer-assembler-wholesaler-retailer-consumer) 

involving multiple intermediaries; the most common structure for Nigerian staple food 

commodities. 

• Marketing agencies (middlemen): individuals or organisations that perform marketing 

functions as products move from producer to consumer; includes assemblers, 

wholesalers, retailers, and processors. 

• Marketing channel: the specific sequence of agencies and intermediaries through which 

a product passes from producer to final consumer. 

• Marketing margin: the difference between the price paid by the final consumer and the 

price received by the farmer, compensating intermediaries for marketing costs and risks. 
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• Perishability: the tendency of agricultural products to deteriorate rapidly after harvest, 

weakening the bargaining power of sellers who must sell quickly. 

• Physical functions: marketing functions involving the physical handling, movement, and 

transformation of products, including transportation, storage, processing, grading, and 

packaging. 

• Place utility: the value added to a product by moving it from areas of surplus production 

to areas of demand. 

• Possession utility: the value added by transferring ownership of a product from the 

producer to the consumer who values it most. 

• Seasonality: the concentration of agricultural production and harvest at specific times of 

the year, causing price gluts after harvest and scarcity before the next harvest. 

• Time utility: the value added to a product by storing it from periods of surplus to periods 

of scarcity. 

• Value addition: the process of transforming a raw agricultural product into a different, 

higher-value form through processing, packaging, or branding. 
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Concept Check Questions [Series 1] 

Objective Questions 

1. Agricultural marketing adds form, place, time, and ________ utility to agricultural 

products. (Linked to SLO 1.1) 

2. ________ of production refers to the concentration of harvest at specific times of the 

year, causing gluts and low prices after harvest and scarcity before the next harvest. 

(Linked to SLO 1.1) 

3. Buying and ________ is the exchange function of gathering small, scattered quantities of 

produce from numerous smallholder farmers into larger lots. (Linked to SLO 1.2) 

4. The ________ channel (farmer-assembler-wholesaler-retailer-consumer) is the most 

common channel structure for staple food commodities in Nigeria. (Linked to SLO 1.3) 

5. Marketing ________ is the difference between the consumer price and the farm gate price 

received by the farmer. (Linked to SLO 1.4) 

Short-Answer Questions 

6. Name the four utilities added by agricultural marketing. (Linked to SLO 1.1) 

7. Name the three categories of marketing functions. (Linked to SLO 1.2) 

8. Name four types of marketing agencies. (Linked to SLO 1.3) 

9. Define value addition and give two Nigerian examples. (Linked to SLO 1.4) 

10. State three factors that affect the size of marketing margins. (Linked to SLO 1.4) 

Long-Answer Questions 

11. Define agricultural marketing, explain its importance, and describe the peculiarities of 

agricultural products and markets. (Linked to SLO 1.1) 

12. Describe the exchange, physical, and facilitating functions of agricultural marketing. 

(Linked to SLO 1.2) 

13. Describe marketing agencies and channels, channel selection, value addition, and 

marketing margin. (Linked to SLOs 1.3, 1.4) 
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Answers to Concept Check Questions [Series 1] 

Objective Questions 

1. Possession. 

2. Seasonality. 

3. Assembling. 

4. Long. 

5. Margin. 

Short-Answer Questions 

6. Form, place, time, and possession utility. 

7. Exchange functions, physical functions, and facilitating functions. 

8. Assemblers, wholesalers, retailers, and processors (or commission agents/brokers, 

cooperative marketing societies). 

9. Value addition is transforming a raw product into a higher-value form. Two examples: 

cassava processed into garri; cocoa beans processed into chocolate or cocoa powder. 

10. Distance and transport infrastructure; number of marketing functions performed/degree 

of processing; level of competition among intermediaries. 

Long-Answer Questions 

11. Agricultural marketing is the activities, agencies, and institutions moving agricultural 

products from production to consumption, adding form, place, time, and possession 

utility. Importance: farmer income generation, food security and consumer welfare, 

economic development (employment, GDP, government revenue), resource allocation 

(price signals guide production), and reduction of post-harvest losses. Peculiarities: 

seasonality (gluts after harvest; scarcity before next harvest), perishability (weak 

bargaining power), bulkiness (high transport cost relative to value), biological quality 

variation (grading needed), inelastic short-run supply response (price volatility), 

numerous small-scale producers (complicates assembly). 
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12. Exchange functions: buying/assembling (gathering scattered produce), selling (finding 

buyers), pricing (determining transaction price), risk-bearing (price, spoilage, and 

payment risk). Physical functions: transportation (creates place utility), storage (creates 

time utility), processing (creates form utility), grading/standardisation (enables confident 

purchase), packaging (protection and presentation). Facilitating functions: financing 

(working capital for farmers/traders), market information (prices and trends), 

standardisation/quality control (SON, NAFDAC frameworks), market intelligence, risk 

management (insurance, contracts). 

13. Marketing agencies: assemblers (farm gate purchase), wholesalers (bulk trade), retailers 

(sale to consumers), commission agents/brokers (facilitate without ownership), 

processors (transform produce), cooperative marketing societies (farmer-owned 

collective marketing). Channels: direct (farmer-consumer), short (one intermediary), long 

(assembler-wholesaler-retailer; most common in Nigeria), processor channel (involves 

transformation). Channel selection factors: volume, perishability, price premium, farmer 

capacity, buyer relationships. Value addition: transforming raw product to higher-value 

form (garri, palm oil, cocoa products); benefits: income, reduced losses, employment, 

food security. Marketing margin: consumer price minus farm gate price; compensates 

transport, storage, processing, risk-bearing, profit; factors affecting margin: 

distance/infrastructure, processing degree, competition level, perishability, market 

information access. 

Answers to Pilot Questions [Series 1] 

Part 1.1 

1. Agricultural marketing is the series of activities, agencies, and institutions involved in 

moving agricultural products and inputs from production to final consumption. Four 

utilities: form utility (processing into usable form), place utility (moving from surplus to 

demand areas), time utility (storing from surplus to scarcity periods), and possession 

utility (transferring ownership to the consumer who values it most). 

2. Five reasons: (1) Income generation for farmers through fair pricing. (2) Food security by 

moving food from surplus to deficit areas and across seasons. (3) Economic development 
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through employment, GDP contribution, and government revenue. (4) Resource 

allocation as market prices signal which crops/livestock are in demand. (5) Reduction of 

post-harvest losses through efficient storage, transport, and processing. 

3. Seasonality of production is the concentration of harvest at specific times of the year, 

determined by climate and growing season. Effect on prices: gluts and low prices occur 

immediately after harvest when supply is highest; scarcity and high prices occur before 

the next harvest as stocks are depleted; this creates a recurring seasonal price cycle 

distinctive to agricultural markets. 

4. Perishability weakens bargaining power because many agricultural products (fruits, 

vegetables, milk, fish) deteriorate rapidly after harvest; sellers often must sell quickly 

regardless of the price offered, rather than withholding produce until a better price 

becomes available, since waiting risks the product spoiling and becoming worthless. 

5. Nigerian agriculture is dominated by millions of smallholder farmers, each producing a 

small quantity. This fragmented supply structure complicates the assembly function 

(gathering many small lots into larger, marketable quantities), increases the transaction 

costs of buying from numerous individual sellers, and makes quality grading and 

standardisation more difficult compared to dealing with a few large-scale producers. 

Part 1.2 

1. Three categories: (1) Exchange functions, e.g. pricing (negotiating the transaction price). 

(2) Physical functions, e.g. transportation (moving produce to market). (3) Facilitating 

functions, e.g. market information (providing price and demand data to guide decisions). 

2. The assembly function gathers small, scattered quantities of produce from numerous 

smallholder farmers into larger, more manageable lots for further marketing. It is 

especially important in Nigeria because agricultural production is dominated by millions 

of small-scale farmers producing small individual quantities; without assembly, the 

transaction costs of dealing with thousands of dispersed small producers would make 

efficient bulk trade and processing impossible. 

3. Three physical functions: (1) Transportation, moving products from production areas to 

processing, wholesale, or consumption points, creating place utility. (2) Storage, holding 

products from harvest until needed, creating time utility and reducing post-harvest losses. 
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(3) Processing, transforming raw products into more usable, storable forms (e.g. milling, 

drying), creating form utility. 

4. Grading is the function of sorting agricultural products into uniform classes based on 

quality characteristics such as size, ripeness, and defects. Two benefits: (1) enables 

buyers to purchase with confidence without inspecting every individual unit; (2) supports 

price differentiation by quality and is essential for accessing export and premium 

domestic markets. 

5. Two facilitating functions: (1) Financing provides the working capital needed by farmers, 

traders, and processors to purchase inputs, hold inventory, and bridge payment gaps; 

without financing, many market participants could not perform their roles. (2) Market 

information enables farmers and traders to make informed decisions about when, where, 

and to whom to sell, improving their bargaining position and reducing the risk of selling 

at unfavourable prices due to ignorance of market conditions elsewhere. 

Part 1.3 

1. Six agencies: (1) Assemblers: purchase small quantities at farm gate, aggregate into larger 

lots. (2) Wholesalers: purchase bulk quantities, sell to retailers/processors. (3) Retailers: 

sell small quantities directly to final consumers. (4) Commission agents/brokers: facilitate 

transactions without taking ownership, earning a fee. (5) Processors: transform raw 

produce into a different form. (6) Cooperative marketing societies: farmer-owned 

organisations that collectively market members' produce. 

2. A wholesaler purchases large quantities of assembled produce and sells in bulk to 

retailers, processors, or institutional buyers, typically operating in urban wholesale 

markets with greater capital and storage capacity. A retailer sells relatively small 

quantities directly to final consumers in open markets, shops, or roadside stands, 

representing the final link in the chain before consumption. 

3. Four channels: (1) Direct channel (farmer to consumer; e.g. vegetables sold at a farm-

gate stand). (2) Short channel (farmer-retailer-consumer; e.g. eggs sold through a local 

retailer). (3) Long channel (farmer-assembler-wholesaler-retailer-consumer; e.g. maize 

from northern Nigeria moving to Lagos markets). (4) Processor channel (farmer-
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processor-distributor-retailer-consumer; e.g. cassava processed into garri before reaching 

consumers). 

4. Four factors: (1) Volume of produce to be sold (large volumes can support longer 

channels). (2) Perishability of the product (highly perishable produce needs shorter, faster 

channels). (3) Price premium available in different markets (urban/export markets may 

justify longer channels for higher prices). (4) Farmer's own capacity (capital, transport, 

market knowledge) to perform marketing functions directly rather than relying on 

intermediaries. 

5. Disintermediation is the process of removing or bypassing intermediaries in the 

marketing channel to allow farmers to capture a larger share of the final consumer price. 

Three mechanisms in Nigeria: (1) farmer cooperatives and marketing associations 

performing assembly and bulk-selling collectively; (2) direct farmer-to-consumer 

platforms using mobile phone or internet technology; (3) contract farming arrangements 

in which processors contract directly with farmers, bypassing independent traders. 

Part 1.4 

1. Value addition is the process of transforming a raw agricultural product into a different 

form that commands a higher price by incorporating additional labour, capital, 

technology, or branding. Three Nigerian examples: cassava processed into garri; tomato 

processed into tomato paste; oil palm fruit processed into palm oil. 

2. Four benefits: (1) Increased farmer and processor income from capturing a larger share of 

the final consumer price. (2) Extended shelf life and reduced post-harvest losses 

compared to marketing raw, perishable produce. (3) Employment generation in 

processing activities at household and industrial scale. (4) Improved food security since 

processed staples (garri, flour) store and transport more easily than raw produce. 

3. Marketing margin is the difference between the consumer price and the farm gate price 

received by the farmer. Calculation: 1,000 naira (consumer price) minus 650 naira (farm 

gate price) = 350 naira marketing margin, or (350/1,000) x 100 = 35% of the consumer 

price. 

4. A legitimate marketing margin compensates intermediaries for: transportation costs (fuel, 

vehicle maintenance, wages); storage costs (warehouse rent, spoilage losses, capital tied 
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up); processing costs (labour, equipment, packaging); risk-bearing (price risk, spoilage 

risk, non-payment risk); and a reasonable profit for the trader's labour and capital 

invested. 

5. Four factors: (1) Distance and transport infrastructure (longer distances and poor roads 

widen margins). (2) Number of marketing functions performed and degree of processing 

(more functions and processing widen margins). (3) Level of competition among 

intermediaries (more competition narrows margins towards actual cost). (4) Perishability 

and post-harvest loss rates (higher spoilage requires a larger margin allowance for losses). 
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Series 2: Economic Principles in Marketing 

• Part 2.1: Demand in Agricultural Marketing 

o Sub Part 2.1.1: Concept and determinants of demand 

o Sub Part 2.1.2: The demand curve and law of demand 

o Sub Part 2.1.3: Elasticity of demand 

• Part 2.2: Supply in Agricultural Marketing 

o Sub Part 2.2.1: Concept and determinants of supply 

o Sub Part 2.2.2: The supply curve and law of supply 

o Sub Part 2.2.3: Elasticity of supply 

• Part 2.3: Market Equilibrium 

o Sub Part 2.3.1: Equilibrium price and quantity 

o Sub Part 2.3.2: Shifts in demand and supply 

o Sub Part 2.3.3: Equilibrium in agricultural markets 

• Part 2.4: Application of Elasticity to Agricultural Marketing 

o Sub Part 2.4.1: Elasticity and farmer revenue 

o Sub Part 2.4.2: Elasticity and price policy 

o Sub Part 2.4.3: Cross-elasticity and income elasticity in food markets 

 

Introduction 

The economic principles of demand and supply provide the analytical foundation for 

understanding how agricultural prices are determined and how they respond to changing 
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conditions. While Series 1 introduced the institutions and functions of agricultural marketing, 

this Series introduces the economic theory that explains why prices behave the way they do, and 

how the concept of elasticity helps farmers, traders, and policy makers anticipate the effects of 

changing conditions on prices and revenue. 

This Series covers the concept and determinants of demand and supply; the laws of demand and 

supply and their graphical representation; the concept of market equilibrium and how it shifts in 

response to changing conditions; and the application of elasticity concepts to agricultural 

marketing decisions and policy. This economic foundation is essential for understanding the 

price discovery, consumer behaviour, and market structure topics covered in Series 3 and 4. 

 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

• SLO 2.1 explain the concept and determinants of demand and describe elasticity of demand 

(Linked to Part 2.1), 

• SLO 2.2 explain the concept and determinants of supply and describe elasticity of supply (Linked 

to Part 2.2), 

• SLO 2.3 explain market equilibrium and describe how shifts in demand and supply affect 

agricultural markets (Linked to Part 2.3), and 

• SLO 2.4 apply elasticity concepts to farmer revenue, price policy, and food market analysis 

(Linked to Part 2.4). 

 

2.1 Demand in Agricultural Marketing 

2.1.1 Concept and determinants of demand 

Demand is the quantity of a good or service that consumers are willing and able to purchase at a 

given price during a specific period of time, holding other factors constant. Demand is distinct 
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from mere desire or need; it requires both willingness to pay and the financial ability to pay. The 

determinants of demand for an agricultural product (the factors, other than its own price, that 

influence how much of it consumers wish to buy) include: price of the good itself (the primary 

determinant, governed by the law of demand discussed in Part 2.1.2); income of consumers (as 

income rises, demand for most food products increases, though the response varies by product, 

as discussed in Part 2.4); and prices of related goods (substitutes and complements: if the price of 

a substitute, e.g. yam relative to cassava, rises, demand for the original good increases as 

consumers switch towards it; if the price of a complement, e.g. bread relative to margarine, rises, 

demand for the original good may fall). 

Other determinants: consumer tastes and preferences (influenced by culture, health 

consciousness, advertising, and changing lifestyles; e.g. growing urban preference for 

convenient, partially processed foods); population size and demographic composition (a larger 

population, or one with a higher proportion of heavy consumers of a particular product, increases 

total market demand); consumer expectations (expectations of future price increases can increase 

current demand as consumers buy ahead of an anticipated rise; expectations of future scarcity 

can similarly increase current purchases); and seasonal and cultural factors specific to 

agricultural products (demand for certain foods rises sharply during festivals, religious periods 

such as Ramadan and Christmas, and ceremonial occasions in Nigeria, creating predictable 

seasonal demand patterns distinct from the seasonal supply patterns discussed in Series 1). 

Fill in the blank: ________ is the quantity of a good that consumers are willing and able to 

purchase at a given price during a specific period; it requires both willingness to pay and 

financial ability to pay, distinguishing it from mere desire. 

2.1.2 The demand curve and law of demand 

The law of demand states that, holding all other factors constant (ceteris paribus), the quantity 

demanded of a good is inversely related to its price: as price rises, quantity demanded falls; as 

price falls, quantity demanded rises. This inverse relationship occurs because of the substitution 

effect (as a good becomes relatively more expensive, consumers switch to cheaper substitutes) 

and the income effect (as a good becomes more expensive, the consumer's real purchasing power 
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falls, reducing the quantity they can afford to buy of all goods including this one). The demand 

curve is the graphical representation of this relationship, plotting price on the vertical axis and 

quantity demanded on the horizontal axis; it slopes downward from left to right (a negative 

slope), reflecting the inverse price-quantity relationship described by the law of demand. 

It is important to distinguish between a movement along the demand curve (caused only by a 

change in the price of the good itself, called a change in quantity demanded) and a shift of the 

entire demand curve (caused by a change in any of the non-price determinants discussed in Part 

2.1.1, called a change in demand). For example, if the price of tomato falls, the quantity of 

tomato demanded increases, represented by a movement down and to the right along the same 

demand curve; but if consumer income rises (a non-price factor), the entire demand curve for 

tomato shifts to the right (more is demanded at every price level), a fundamentally different 

change from a simple price-driven movement along the curve. Confusing these two types of 

change is a common analytical error in agricultural marketing. 

Fill in the blank: The law of demand states that, holding all other factors constant, the quantity 

demanded of a good is ________ related to its price; as price rises, quantity demanded falls, and 

as price falls, quantity demanded rises. 

2.1.3 Elasticity of demand 

Price elasticity of demand measures the responsiveness (sensitivity) of quantity demanded to a 

change in price, calculated as: price elasticity of demand = (percentage change in quantity 

demanded) / (percentage change in price). Because quantity and price move in opposite 

directions under the law of demand, the calculated value is technically negative, but it is 

conventionally reported as an absolute (positive) value for ease of interpretation. Demand is 

described as elastic (elasticity greater than 1) if quantity demanded changes proportionally more 

than price (consumers are highly responsive to price changes); inelastic (elasticity less than 1) if 

quantity demanded changes proportionally less than price (consumers are not very responsive to 

price changes); and unitary elastic (elasticity equal to 1) if the percentage changes are exactly 

equal. 
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Most basic food staples (rice, maize, cassava, yam) have relatively inelastic demand because 

they are necessities with few close substitutes and consumers cannot easily reduce consumption 

even when prices rise; luxury or non-essential food items (high-value fruits, specialty products, 

out-of-season produce) tend to have more elastic demand since consumers can more easily forgo 

or substitute away from them when prices rise. Factors influencing the elasticity of demand for a 

specific agricultural product include: availability of substitutes (more substitutes generally mean 

more elastic demand); the proportion of consumer income spent on the product (a higher 

proportion typically means more elastic demand, since price changes have a larger budget 

impact); whether the good is a necessity or luxury; and the time period considered (demand tends 

to become more elastic over longer time periods, as consumers have more time to adjust their 

consumption patterns, find substitutes, or change habits). 

Fill in the blank: Demand is described as ________ if quantity demanded changes proportionally 

more than price (elasticity greater than 1), meaning consumers are highly responsive to price 

changes; basic food staples typically have the opposite characteristic, called inelastic demand. 

Figure 2.1: Demand concepts in agricultural marketing  
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Pilot questions 2.1 

6. Define demand and name five determinants of demand for an agricultural product. 

7. State the law of demand and explain why the demand curve slopes downward. 

8. Distinguish between a change in quantity demanded and a change in demand. 

9. Define price elasticity of demand and state the formula for calculating it. 

10. Explain why basic food staples tend to have inelastic demand while luxury food items tend to 

have elastic demand. 

 

2.2 Supply in Agricultural Marketing 

2.2.1 Concept and determinants of supply 

Supply is the quantity of a good that producers are willing and able to offer for sale at a given 

price during a specific period of time, holding other factors constant. The determinants of supply 

for an agricultural product include: price of the good itself (the primary determinant, governed 

by the law of supply discussed in Part 2.2.2); cost of production inputs (an increase in the price 

of seed, fertiliser, labour, or land rent increases the cost of producing the good, reducing the 

quantity farmers are willing to supply at any given price); technology (improved seed varieties, 

mechanisation, and better agronomic practices increase yield per unit of input, increasing the 

quantity that can be supplied at any given price); and weather and climatic conditions 

(favourable weather increases supply; drought, flooding, or pest outbreaks reduce supply, a 

particularly important determinant for agricultural products given their biological production 

process). 

Other determinants: prices of alternative crops/livestock (if the price of an alternative crop that 

competes for the same land, labour, and capital rises, farmers may shift resources towards that 

crop, reducing supply of the original crop, a concept related to opportunity cost); number of 

producers and scale of production (more farmers entering production, or existing farmers 

expanding their scale, increases total market supply); government policy (subsidies on inputs 

increase supply by lowering production costs; taxes, quotas, or trade restrictions can either 
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increase or decrease supply depending on their specific design and target); and producer 

expectations (expectations of future price increases can cause farmers to withhold current stock 

from the market in anticipation of higher future prices, reducing current supply, a particularly 

relevant consideration for storable agricultural commodities such as grain). 

Fill in the blank: ________ is the quantity of a good that producers are willing and able to offer 

for sale at a given price during a specific period; key determinants include the good's own price, 

input costs, technology, and weather conditions. 

2.2.2 The supply curve and law of supply 

The law of supply states that, holding all other factors constant, the quantity supplied of a good is 

directly (positively) related to its price: as price rises, quantity supplied rises; as price falls, 

quantity supplied falls. This positive relationship occurs because higher prices make production 

more profitable, incentivising existing producers to increase output (e.g. by applying more 

inputs, more carefully managing the crop, or bringing marginal land into cultivation) and 

attracting new producers into the market. The supply curve is the graphical representation of this 

relationship, plotting price on the vertical axis and quantity supplied on the horizontal axis; it 

slopes upward from left to right (a positive slope), reflecting the direct price-quantity relationship 

described by the law of supply. 

As with demand, it is important to distinguish between a movement along the supply curve 

(caused only by a change in the price of the good itself, called a change in quantity supplied) and 

a shift of the entire supply curve (caused by a change in any of the non-price determinants 

discussed in Part 2.2.1, called a change in supply). For example, if the price of maize rises, the 

quantity of maize supplied increases, represented by a movement up and to the right along the 

same supply curve; but if a new improved, higher-yielding maize variety becomes widely 

available (a non-price, technological factor), the entire supply curve for maize shifts to the right 

(more is supplied at every price level), a fundamentally different change from the simple price-

driven movement. Agricultural supply curves have a distinctive feature compared to 

manufactured goods: because of the biological production lag (the time between planting and 

harvest), the short-run supply curve for a single growing season is often much steeper (less 
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responsive to price) than the long-run supply curve spanning multiple seasons, during which 

farmers can adjust planted area, input use, and even switch crops in response to price signals. 

Fill in the blank: The law of supply states that, holding all other factors constant, the quantity 

supplied of a good is ________ related to its price; as price rises, quantity supplied rises, because 

higher prices make production more profitable. 

2.2.3 Elasticity of supply 

Price elasticity of supply measures the responsiveness of quantity supplied to a change in price, 

calculated as: price elasticity of supply = (percentage change in quantity supplied) / (percentage 

change in price). Supply is elastic (elasticity greater than 1) if quantity supplied changes 

proportionally more than price; inelastic (elasticity less than 1) if quantity supplied changes 

proportionally less than price; and unitary elastic (elasticity equal to 1) if the percentage changes 

are exactly equal. Agricultural supply tends to be relatively inelastic in the short run, particularly 

within a single growing season, because the biological production process (planting, growth, 

harvest) cannot be rapidly accelerated in response to a price increase; a farmer who sees the price 

of maize rise sharply in the middle of the growing season cannot simply produce more maize 

until the next planting cycle. 

Factors influencing the elasticity of agricultural supply include: the time period considered 

(supply becomes progressively more elastic over longer time horizons, as farmers gain the 

opportunity to adjust planted area, switch crops, and even develop new production capacity in 

response to sustained price signals); the perishability and storability of the product (storable 

commodities such as grain allow producers/traders to hold back supply when prices are low and 

release stock when prices rise, creating a more elastic effective supply response than for highly 

perishable products that must be sold immediately upon harvest regardless of price); the 

availability of unused production capacity (idle land, underutilised labour, or available irrigation 

infrastructure allow a more elastic supply response to a price increase than where resources are 

already fully utilised); and the ease of entry into and exit from production (low barriers to entry, 

such as low capital requirements for some vegetable crops, support more elastic supply than 
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crops requiring substantial capital investment, such as establishing a new fruit orchard, as 

covered in AGE 207). 

Fill in the blank: Agricultural supply tends to be relatively ________ in the short run, particularly 

within a single growing season, because the biological production process of planting, growth, 

and harvest cannot be rapidly accelerated in response to a price increase. 

Figure 2.2: Supply concepts in agricultural marketing  

Pilot questions 2.2 

1. Define supply and name five determinants of supply for an agricultural product. 

2. State the law of supply and explain why the supply curve slopes upward. 

3. Distinguish between a change in quantity supplied and a change in supply. 

4. Explain why agricultural supply tends to be inelastic in the short run. 

5. Explain how the time period considered affects the elasticity of agricultural supply. 
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2.3 Market Equilibrium 

2.3.1 Equilibrium price and quantity 

Market equilibrium is the point at which the quantity demanded by consumers exactly equals the 

quantity supplied by producers at a particular price; this price is called the equilibrium price and 

the corresponding quantity is the equilibrium quantity. Graphically, equilibrium occurs at the 

intersection of the demand curve and the supply curve. At any price above the equilibrium price, 

quantity supplied exceeds quantity demanded, creating a surplus (excess supply); this surplus 

puts downward pressure on price as sellers compete to dispose of unsold produce, particularly 

important for perishable agricultural products that cannot be stored, pushing the price back down 

towards equilibrium. At any price below the equilibrium price, quantity demanded exceeds 

quantity supplied, creating a shortage (excess demand); this shortage puts upward pressure on 

price as buyers compete for the limited available supply, pushing the price back up towards 

equilibrium. 

This automatic tendency for price to move towards the equilibrium level, through the interaction 

of surplus and shortage pressures, is a fundamental feature of competitive markets and is 

sometimes called the market mechanism or the invisible hand of price adjustment. In well-

functioning agricultural markets with many buyers and sellers and good price information flow 

(as discussed in Series 1), this equilibrium-seeking process operates relatively efficiently, though 

the inelastic short-run supply of agricultural products (Part 2.2.3) means that prices can 

overshoot and be quite volatile before settling near equilibrium, particularly within a single 

marketing season for a given harvest. 

Fill in the blank: Market ________ is the point at which the quantity demanded by consumers 

exactly equals the quantity supplied by producers; it occurs at the intersection of the demand 

curve and the supply curve, determining the equilibrium price and quantity. 

2.3.2 Shifts in demand and supply 

Changes in any of the non-price determinants discussed in Parts 2.1.1 and 2.2.1 cause the entire 

demand curve or supply curve to shift, which in turn changes the equilibrium price and quantity. 
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An increase in demand (the demand curve shifts to the right, e.g. due to rising consumer income 

or population growth) with supply unchanged causes both the equilibrium price and equilibrium 

quantity to increase. A decrease in demand (the demand curve shifts to the left, e.g. due to a 

health scare reducing consumption of a particular food) with supply unchanged causes both the 

equilibrium price and equilibrium quantity to decrease. An increase in supply (the supply curve 

shifts to the right, e.g. due to favourable weather producing a bumper harvest) with demand 

unchanged causes the equilibrium price to decrease while the equilibrium quantity increases. A 

decrease in supply (the supply curve shifts to the left, e.g. due to drought or flooding reducing 

harvest) with demand unchanged causes the equilibrium price to increase while the equilibrium 

quantity decreases. 

When both demand and supply shift simultaneously (a common occurrence in real agricultural 

markets, since many factors change at once over a season or year), the combined effect on 

equilibrium price and quantity depends on the relative magnitude and direction of the two shifts; 

for example, if demand increases (raising price) at the same time that supply also increases due 

to a good harvest (lowering price), the net effect on price is ambiguous without knowing the 

relative size of the two shifts, though the equilibrium quantity will definitely increase since both 

effects push quantity in the same direction. Understanding these directional effects, even without 

precise numerical prediction, allows farmers, traders, and policy analysts to anticipate the likely 

direction of price movements in response to observed or anticipated changes in market 

conditions (e.g. an anticipated bumper harvest, a new export market opening, or a change in 

government import policy). 

Fill in the blank: An increase in ________ (the supply curve shifts to the right, e.g. due to 

favourable weather producing a bumper harvest) with demand unchanged causes the equilibrium 

price to decrease while the equilibrium quantity increases. 

2.3.3 Equilibrium in agricultural markets 

Agricultural markets exhibit some distinctive equilibrium dynamics compared to markets for 

manufactured goods, arising from the peculiarities discussed in Series 1 and the elasticity 

characteristics discussed earlier in this Part. Seasonal equilibrium shifts: because agricultural 
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supply is concentrated at harvest time (a large rightward supply shift immediately after harvest, 

followed by supply gradually decreasing as stocks are depleted before the next harvest), the 

equilibrium price for many staple crops follows a predictable seasonal pattern, low immediately 

after harvest (the post-harvest glut) and rising progressively towards the next planting/harvest 

cycle (the pre-harvest scarcity period), even though underlying demand may be relatively stable 

throughout the year. 

Price volatility from inelastic supply and demand: because both the short-run supply of 

agricultural products (Part 2.2.3) and the demand for many food staples (Part 2.1.3) tend to be 

inelastic, a relatively small shift in either curve, caused for example by a modest weather-related 

production shortfall, can produce a disproportionately large change in equilibrium price; this 

explains why agricultural commodity prices in Nigeria and globally are often observed to be 

considerably more volatile than prices for many manufactured goods, where supply can adjust 

more readily to demand changes. The cobweb phenomenon (a specific pattern observed in some 

agricultural markets where producers base next season's planting decisions on the current 

season's price, but the resulting supply only reaches the market after a production lag, by which 

time demand conditions or other producers' decisions may have changed) can in some cases 

produce cyclical, oscillating price patterns over successive seasons rather than smooth 

convergence to a stable equilibrium, a phenomenon of particular relevance to crops with a single 

annual production cycle and limited storage, common among many staple food crops grown in 

Nigeria. 

Fill in the blank: Because agricultural supply is concentrated at harvest time, the equilibrium 

price for many staple crops follows a predictable ________ pattern: low immediately after 

harvest (the post-harvest glut) and rising progressively towards the next planting/harvest cycle 

(the pre-harvest scarcity period). 
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Figure 2.3: Market equilibrium and shifts in agricultural markets  

Pilot questions 2.3 

1. Define market equilibrium and explain what happens at a price above and below equilibrium. 

2. Explain the effect of an increase in demand on equilibrium price and quantity, with supply 

unchanged. 

3. Explain the effect of an increase in supply on equilibrium price and quantity, with demand 

unchanged. 

4. Explain why agricultural commodity prices in Nigeria tend to follow a predictable seasonal 

pattern. 

5. Explain why agricultural commodity prices tend to be more volatile than prices for many 

manufactured goods. 
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2.4 Application of Elasticity to Agricultural Marketing 

2.4.1 Elasticity and farmer revenue 

The relationship between price elasticity of demand and total revenue (price multiplied by 

quantity sold) has important practical implications for farmers and agricultural marketing 

decisions. When demand is inelastic (as is typical for basic food staples), a price increase causes 

total revenue to rise, because the percentage increase in price exceeds the percentage decrease in 

quantity demanded; conversely, a price decrease causes total revenue to fall for the same reason. 

When demand is elastic (as is typical for some high-value or luxury agricultural products), a 

price increase causes total revenue to fall, because the percentage decrease in quantity demanded 

exceeds the percentage increase in price; conversely, a price decrease causes total revenue to 

rise, since the larger percentage increase in quantity sold more than compensates for the lower 

price per unit. 

This relationship explains a counterintuitive but well-documented phenomenon in agricultural 

markets: when a bumper harvest increases the total supply of a staple food crop with inelastic 

demand, the resulting fall in price can be so large (because consumers cannot absorb much 

additional quantity even at a lower price) that total farmer revenue across the whole sector 

actually falls, despite the larger physical quantity sold; this is sometimes referred to as the 

"paradox of plenty" in agricultural economics. Conversely, a poor harvest reducing supply of an 

inelastic-demand staple can increase total sector revenue despite the smaller quantity sold, 

because the price increase is proportionally larger than the quantity decrease. Understanding this 

relationship is important for farmers considering collective marketing strategies, processors 

deciding on capacity expansion, and policy makers designing price stabilisation or support 

programmes. 

Fill in the blank: When demand is inelastic, a price ________ causes total revenue to rise, 

because the percentage increase in price exceeds the percentage decrease in quantity demanded; 

this explains why a bumper harvest can sometimes reduce total farmer revenue for staple crops. 
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2.4.2 Elasticity and price policy 

Elasticity concepts also inform government and institutional price policy decisions in agricultural 

marketing. Price support programmes (in which government sets a minimum price above the 

free-market equilibrium to protect farmer income, common historically and in various forms in 

Nigerian agricultural policy) tend to create persistent surpluses precisely because they intervene 

in a market where supply is often more price-responsive than demand in the medium term, 

leading to quantity supplied exceeding quantity demanded at the supported price; managing the 

resulting surplus (through government purchase and storage, export subsidies, or destruction) is a 

significant fiscal and logistical challenge associated with this type of policy, and its effectiveness 

depends heavily on accurate understanding of the relevant elasticities. 

Taxation of agricultural products (whether through explicit taxes, export levies, or implicit 

taxation through marketing board pricing arrangements historically used for export crops such as 

cocoa and groundnuts in Nigeria) has different effects on producer versus consumer welfare 

depending on the relative elasticity of supply and demand: where supply is more inelastic than 

demand (a common situation for agricultural products in the short run, as established in Part 

2.2.3), the burden of a tax falls more heavily on producers (farmers) than on consumers, since 

farmers cannot easily reduce their offered quantity to avoid the tax's effect on their net price, 

while consumers can more readily reduce their purchased quantity in response to any resulting 

price increase. Subsidy policy (on inputs such as fertiliser, or on specific outputs) similarly has 

its incidence (who actually benefits) determined by relative elasticities rather than simply by who 

is the legal target of the subsidy; an input subsidy intended to benefit farmers may, depending on 

market conditions, partly translate into lower consumer prices rather than higher farmer income, 

if competitive pressure passes the cost saving through the marketing chain. 

Fill in the blank: Where supply is more inelastic than demand, the burden of a tax on an 

agricultural product falls more heavily on ________ than on consumers, since they cannot easily 

reduce their offered quantity to avoid the tax's effect on their net price. 
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2.4.3 Cross-elasticity and income elasticity in food markets 

Beyond price elasticity of demand (the responsiveness of a good's own quantity demanded to its 

own price), two further elasticity concepts are particularly useful in analysing food markets. 

Cross-price elasticity of demand measures the responsiveness of the quantity demanded of one 

good to a change in the price of a different (related) good, calculated as the percentage change in 

quantity demanded of good A divided by the percentage change in the price of good B. A 

positive cross-elasticity indicates the two goods are substitutes (e.g. an increase in the price of 

yam tends to increase the quantity of cassava demanded, as consumers substitute towards the 

relatively cheaper good); a negative cross-elasticity indicates the two goods are complements 

(e.g. an increase in the price of bread may decrease the quantity of margarine demanded, since 

the two are typically consumed together). 

Income elasticity of demand measures the responsiveness of quantity demanded to a change in 

consumer income, calculated as the percentage change in quantity demanded divided by the 

percentage change in income. Goods with positive income elasticity are called normal goods 

(demand rises as income rises); within normal goods, necessities (e.g. basic staples such as garri 

and yam) typically have income elasticity between 0 and 1 (demand rises with income but less 

than proportionally, since consumption of a basic staple has a natural ceiling), while luxuries 

(e.g. imported fruits, premium meat cuts, dining out) typically have income elasticity greater 

than 1 (demand rises more than proportionally with income). Goods with negative income 

elasticity are called inferior goods (demand falls as income rises, because consumers switch to 

preferred alternatives once they can afford them); some traditional, lower-status staple foods can 

exhibit this pattern in Nigeria as rising household income leads to a shift towards more varied, 

processed, or higher-status food choices, a pattern of considerable relevance to long-term 

agricultural marketing and investment planning as Nigerian incomes grow. 

Fill in the blank: ________ elasticity of demand measures the responsiveness of quantity 

demanded to a change in consumer income; goods with positive values are normal goods, while 

goods with negative values (demand falls as income rises) are called inferior goods. 
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Figure 2.4: Elasticity applications in agricultural marketing  

Pilot questions 2.4 

1. Explain the relationship between price elasticity of demand and total revenue when demand is 

inelastic. 

2. Explain the "paradox of plenty" using the concept of inelastic demand. 

3. Explain how the relative elasticity of supply and demand determines who bears the burden of 

a tax on an agricultural product. 

4. Define cross-price elasticity of demand and distinguish between substitutes and complements 

using this concept. 

5. Define income elasticity of demand and distinguish between normal goods, necessities, 

luxuries, and inferior goods. 
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Series Summary 

This Series examined demand as the quantity of a product consumers are willing and able to 

buy at different prices, and supply as the quantity producers are willing and able to offer 

for sale. The law of demand shows an inverse relationship between price and quantity 

demanded, while the law of supply shows a direct relationship between price and quantity 

supplied. A change in a product’s own price causes movement along the curve, whereas changes 

in income, related-goods prices, tastes, technology, weather, policy, expectations, or the number 

of buyers and sellers shift the curve. Elasticity measures responsiveness: demand or supply may 

be elastic, inelastic, or unitary. Agricultural supply is usually more inelastic in the short run 

because of biological production lags. 

Market equilibrium is the price and quantity at which quantity demanded equals quantity 

supplied. A price above equilibrium creates surplus, while a price below equilibrium creates 

shortage. Demand and supply shifts change equilibrium price and quantity, while seasonal gluts, 

pre-harvest scarcity, and production delays contribute to agricultural price volatility and the 

cobweb phenomenon. Elasticity also explains the paradox of plenty, where a bumper harvest 

may reduce total farmer revenue when demand is inelastic. Cross-price elasticity identifies 

substitutes and complements, while income elasticity distinguishes normal, necessity, luxury, 

and inferior goods. By completing this Series, students should achieve SLOs 2.1–2.4. 

 

Glossary of Terms 

• Cobweb phenomenon: a cyclical, oscillating pattern of agricultural prices across successive 

seasons, arising because producers base planting decisions on current price but supply reaches the 

market only after a production lag. 

• Cross-price elasticity of demand: a measure of the responsiveness of quantity demanded of one 

good to a change in the price of a related good; positive for substitutes, negative for complements. 

• Demand: the quantity of a good that consumers are willing and able to purchase at a given price 

during a specific period. 
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• Equilibrium price: the price at which quantity demanded exactly equals quantity supplied, 

occurring at the intersection of the demand and supply curves. 

• Income elasticity of demand: a measure of the responsiveness of quantity demanded to a change 

in consumer income; positive for normal goods, negative for inferior goods. 

• Inelastic demand/supply: demand or supply where quantity changes proportionally less than 

price (elasticity less than 1); typical of basic food staples and short-run agricultural supply. 

• Inferior good: a good with negative income elasticity of demand; demand falls as consumer 

income rises because consumers switch to preferred alternatives. 

• Law of demand: the principle that, holding other factors constant, quantity demanded of a good 

is inversely related to its price. 

• Law of supply: the principle that, holding other factors constant, quantity supplied of a good is 

directly related to its price. 

• Market equilibrium: the point at which quantity demanded equals quantity supplied, 

determining the equilibrium price and quantity. 

• Normal good: a good with positive income elasticity of demand; demand rises as consumer 

income rises. 

• Paradox of plenty: the phenomenon in which a bumper harvest of a staple crop with inelastic 

demand causes such a large price fall that total farmer revenue actually decreases despite the 

larger quantity sold. 

• Price elasticity of demand: a measure of the responsiveness of quantity demanded to a change in 

a good's own price, calculated as percentage change in quantity demanded divided by percentage 

change in price. 

• Price elasticity of supply: a measure of the responsiveness of quantity supplied to a change in a 

good's own price. 

• Shortage: a situation in which quantity demanded exceeds quantity supplied at a given price, 

typically occurring at a price below equilibrium. 

• Surplus: a situation in which quantity supplied exceeds quantity demanded at a given price, 

typically occurring at a price above equilibrium. 



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

 

Concept Check Questions [Series 2] 

Objective Questions 

1. ________ is the quantity of a good that consumers are willing and able to purchase at a given 

price during a specific period; it requires both willingness and financial ability to pay. 

(Linked to SLO 2.1) 

2. ________ is the quantity of a good that producers are willing and able to offer for sale at a 

given price during a specific period. (Linked to SLO 2.2) 

3. Market ________ is the point at which quantity demanded exactly equals quantity supplied, 

occurring at the intersection of the demand and supply curves. (Linked to SLO 2.3) 

4. When demand is inelastic, a price increase causes total ________ to rise, because the 

percentage increase in price exceeds the percentage decrease in quantity demanded. (Linked 

to SLO 2.4) 

5. A positive cross-price elasticity indicates the two goods are ________ , while a negative 

cross-price elasticity indicates they are complements. (Linked to SLO 2.4) 

Short-Answer Questions 

1. Name five determinants of demand for an agricultural product. (Linked to SLO 2.1) 

2. State the law of supply and name three determinants of supply. (Linked to SLO 2.2) 

3. Explain what happens at a price above and a price below equilibrium. (Linked to SLO 2.3) 

4. Explain the paradox of plenty. (Linked to SLO 2.4) 

5. Distinguish between normal goods, necessities, luxuries, and inferior goods using income 

elasticity. (Linked to SLO 2.4) 

 

Long-Answer Questions 

1. Explain the concept and determinants of demand and describe elasticity of demand. (Linked 

to SLO 2.1) 

2. Explain the concept and determinants of supply and describe elasticity of supply. (Linked to 

SLO 2.2) 
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3. Explain market equilibrium, shifts in demand/supply, and the application of elasticity to 

farmer revenue, price policy, and food markets. (Linked to SLOs 2.3, 2.4) 

Answers to Concept Check Questions [Series 2] 

Objective Questions 

1. Demand. 

2. Supply. 

3. Equilibrium. 

4. Revenue. 

5. Substitutes. 

Short-Answer Questions 

1. Own price, consumer income, prices of substitutes/complements, tastes and preferences, 

population size (or expectations/seasonal factors). 

2. Law of supply: quantity supplied is directly related to price, holding other factors constant. 

Three determinants: own price, input costs, technology (or weather, number of producers, 

policy). 

3. Above equilibrium: quantity supplied exceeds quantity demanded, creating a surplus that puts 

downward pressure on price. Below equilibrium: quantity demanded exceeds quantity 

supplied, creating a shortage that puts upward pressure on price. 

4. The paradox of plenty occurs when a bumper harvest of a staple crop with inelastic demand 

causes such a large price fall that total farmer revenue decreases despite the larger quantity 

sold, because the percentage price fall exceeds the percentage quantity increase. 

5. Normal goods have positive income elasticity (demand rises with income). Necessities have 

income elasticity between 0 and 1 (rises less than proportionally). Luxuries have income 

elasticity greater than 1 (rises more than proportionally). Inferior goods have negative income 

elasticity (demand falls as income rises). 

Long-Answer Questions 

1. Demand is the quantity consumers are willing and able to purchase at a given price. 

Determinants: own price (law of demand: inverse relationship), income, prices of 

substitutes/complements, tastes/preferences, population, expectations, seasonal/cultural 
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factors. Elasticity of demand: % change in quantity / % change in price; elastic (greater than 

1; consumers highly responsive), inelastic (less than 1; e.g. staples), unitary (equal to 1); 

influenced by availability of substitutes, proportion of income spent, necessity vs luxury 

status, and time period. 

2. Supply is the quantity producers are willing and able to offer for sale at a given price. 

Determinants: own price (law of supply: direct relationship), input costs, technology, 

weather, prices of alternative crops, number of producers, government policy, producer 

expectations. Elasticity of supply: % change in quantity supplied / % change in price; 

agricultural supply tends to be inelastic in the short run due to the biological production lag; 

influenced by time period (more elastic long run), perishability/storability, unused capacity, 

and ease of entry/exit. 

3. Market equilibrium occurs where quantity demanded equals quantity supplied; price above 

equilibrium creates a surplus (downward price pressure), price below creates a shortage 

(upward price pressure). Shifts: demand increase raises both price and quantity; demand 

decrease lowers both; supply increase lowers price but raises quantity; supply decrease raises 

price but lowers quantity. Agricultural markets show seasonal equilibrium patterns (post-

harvest glut to pre-harvest scarcity) and greater price volatility due to inelastic 

supply/demand. Elasticity applications: inelastic demand means price increases raise revenue 

(paradox of plenty: bumper harvest can reduce total farmer revenue); tax burden falls more 

heavily on the less elastic side (often farmers, since short-run supply is inelastic); cross-price 

elasticity distinguishes substitutes (positive) from complements (negative); income elasticity 

distinguishes normal goods (positive), necessities (0-1), luxuries (greater than 1), and inferior 

goods (negative). 

Answers to Pilot Questions [Series 2] 

Part 2.1 

1. Demand is the quantity of a good that consumers are willing and able to purchase at a given 

price during a specific period. Five determinants: (1) price of the good itself; (2) consumer 

income; (3) prices of substitutes and complements; (4) consumer tastes and preferences; (5) 

population size and demographic composition. 

2. The law of demand states that, holding other factors constant, quantity demanded is inversely 

related to price: as price rises, quantity demanded falls. The demand curve slopes downward 

because of the substitution effect (consumers switch to cheaper alternatives as a good 
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becomes relatively more expensive) and the income effect (a higher price reduces real 

purchasing power, reducing the quantity consumers can afford). 

3. A change in quantity demanded is a movement along the same demand curve, caused only by 

a change in the price of the good itself. A change in demand is a shift of the entire demand 

curve to a new position, caused by a change in any non-price determinant such as income, 

tastes, or the price of a related good. 

4. Price elasticity of demand measures the responsiveness of quantity demanded to a change in 

price. Formula: price elasticity of demand = (percentage change in quantity demanded) / 

(percentage change in price). 

5. Basic food staples tend to have inelastic demand because they are necessities with few close 

substitutes, so consumers cannot easily reduce consumption even when prices rise. Luxury 

food items tend to have elastic demand because consumers can more easily forgo or 

substitute away from them when prices rise, since they are not essential to basic nutrition. 

Part 2.2 

1. Supply is the quantity of a good that producers are willing and able to offer for sale at a given 

price during a specific period. Five determinants: (1) price of the good itself; (2) cost of 

production inputs; (3) technology; (4) weather and climatic conditions; (5) prices of 

alternative crops/livestock competing for the same resources. 

2. The law of supply states that, holding other factors constant, quantity supplied is directly 

related to price: as price rises, quantity supplied rises. The supply curve slopes upward 

because higher prices make production more profitable, incentivising existing producers to 

increase output and attracting new producers into the market. 

3. A change in quantity supplied is a movement along the same supply curve, caused only by a 

change in the price of the good itself. A change in supply is a shift of the entire supply curve 

to a new position, caused by a change in any non-price determinant such as input costs, 

technology, or weather. 

4. Agricultural supply tends to be inelastic in the short run because the biological production 

process (planting, growth, harvest) cannot be rapidly accelerated in response to a price 

increase within a single growing season; a farmer cannot simply produce more of a crop mid-

season just because its price has risen. 

5. Supply becomes progressively more elastic over longer time periods because farmers gain the 

opportunity to adjust planted area, switch between crops, and even develop new production 

capacity in response to sustained price signals; within a single season, however, these 
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adjustments are not possible, making short-run supply much less responsive to price than 

long-run supply. 

Part 2.3 

1. Market equilibrium is the point at which quantity demanded exactly equals quantity supplied, 

occurring at the intersection of the demand and supply curves. At a price above equilibrium, 

quantity supplied exceeds quantity demanded, creating a surplus that puts downward pressure 

on price. At a price below equilibrium, quantity demanded exceeds quantity supplied, 

creating a shortage that puts upward pressure on price. 

2. An increase in demand shifts the demand curve to the right; with supply unchanged, this 

causes both the equilibrium price and the equilibrium quantity to increase, since the new 

intersection point with the unchanged supply curve occurs at a higher price and a higher 

quantity than before. 

3. An increase in supply shifts the supply curve to the right; with demand unchanged, this 

causes the equilibrium price to decrease while the equilibrium quantity increases, since the 

new intersection point with the unchanged demand curve occurs at a lower price but a higher 

quantity than before. 

4. Agricultural commodity prices follow a predictable seasonal pattern because supply is 

concentrated at harvest time (a large rightward supply shift immediately after harvest) and 

then gradually decreases as stocks are depleted before the next harvest; this produces low 

prices in the post-harvest glut period and rising prices towards the pre-harvest scarcity period, 

even though underlying demand remains relatively stable throughout the year. 

5. Agricultural commodity prices tend to be more volatile than manufactured goods prices 

because both the short-run supply (due to the biological production lag) and the demand (for 

many staples, due to lack of substitutes) tend to be inelastic; with both curves relatively steep, 

even a modest shift in either curve (e.g. a weather-related production shortfall) produces a 

disproportionately large change in equilibrium price compared to markets where supply or 

demand can adjust more readily. 

 

Part 2.4 



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

1. When demand is inelastic, a price increase causes total revenue (price multiplied by quantity) 

to rise, because the percentage increase in price exceeds the percentage decrease in quantity 

demanded; conversely, a price decrease causes total revenue to fall, since the percentage 

decrease in price exceeds any percentage increase in quantity sold. 

2. The paradox of plenty occurs when a bumper harvest increases the supply of a staple crop 

with inelastic demand, causing such a large fall in price (since consumers cannot absorb 

much additional quantity even at a much lower price) that total farmer revenue across the 

sector actually decreases, despite the larger physical quantity sold, because the percentage 

price fall exceeds the percentage quantity increase. 

3. Where supply is more inelastic than demand (common for agricultural products in the short 

run), the burden of a tax falls more heavily on producers (farmers) than on consumers; this is 

because farmers cannot easily reduce the quantity they offer for sale to avoid the tax's effect 

on their net price, while consumers can more readily reduce the quantity they purchase in 

response to any resulting price increase, shifting more of the tax incidence onto the less 

responsive (more inelastic) side of the market, which in this case is supply/farmers. 

4. Cross-price elasticity of demand measures the responsiveness of quantity demanded of one 

good to a change in the price of a related good, calculated as percentage change in quantity 

demanded of good A divided by percentage change in price of good B. A positive cross-

elasticity indicates substitutes (e.g. an increase in the price of yam increases demand for 

cassava, as consumers switch towards the relatively cheaper good). A negative cross-

elasticity indicates complements (e.g. an increase in the price of bread decreases demand for 

margarine, since the two are typically consumed together). 

5. Income elasticity of demand measures the responsiveness of quantity demanded to a change 

in consumer income. Normal goods have positive income elasticity (demand rises as income 

rises); within normal goods, necessities have income elasticity between 0 and 1 (demand rises 

less than proportionally with income, e.g. basic staples like garri); luxuries have income 

elasticity greater than 1 (demand rises more than proportionally, e.g. imported fruit, premium 

meat). Inferior goods have negative income elasticity (demand falls as income rises, because 

consumers switch to preferred alternatives once they can afford them). 
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o Sub Part 3.3.2: The consumer budget and indifference analysis 

o Sub Part 3.3.3: Consumer surplus 

• Part 3.4: Consumer Behaviour and Food Demand 
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Introduction 

Building on the demand and supply principles of Series 2, this Series examines two closely 

related topics central to agricultural marketing: how market prices are actually discovered and 

determined in real markets, and how individual consumers make decisions about what food to 

buy and how much to spend. Understanding both the mechanics of price formation and the 

psychology and economics of consumer choice equips marketers and policy makers to better 

serve farmers and consumers alike. 

This Series covers the concept and methods of price discovery in agricultural markets and the 

challenges specific to Nigeria; price behaviour including spreads, arbitrage, and government 

price intervention; the theory of consumer behaviour including utility, budget constraints, and 

consumer surplus; and the application of consumer behaviour theory to food demand and 

marketing management. This prepares students for the market structure and international trade 

topics in Series 4 and 5. 

 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

• SLO 3.1 explain the concept and methods of price discovery and the challenges facing price 

discovery in Nigeria (Linked to Part 3.1), 

• SLO 3.2 describe price spreads, arbitrage, price relationships, and government price intervention 

(Linked to Part 3.2), 

• SLO 3.3 explain the theory of consumer behaviour, including utility, budget constraints, and 

consumer surplus (Linked to Part 3.3), and 

• SLO 3.4 describe food consumption patterns, factors influencing food buying behaviour, and 

their implications for marketing management (Linked to Part 3.4). 
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3.1 Price Discovery and Determination 

3.1.1 Concept of price discovery 

Price discovery is the process through which the market price of a commodity is determined 

through the interaction of buyers and sellers, reflecting the underlying forces of supply and 

demand introduced in Series 2. While the theoretical concept of equilibrium price assumes a 

single, well-defined market price, real agricultural markets involve numerous individual 

transactions, often at slightly different prices, occurring across many locations and points in 

time; price discovery is the practical, real-world process by which these many individual 

transaction prices coalesce into a market price that participants come to recognise and use as a 

reference. 

Effective price discovery requires: a sufficient number of buyers and sellers actively 

participating in the market (a thin market with very few participants can produce 

unrepresentative or easily manipulated prices); transparency of transactions (prices and quantities 

traded should be observable to other market participants, not conducted in secrecy, for the 

resulting price to be a reliable signal); standardised products or grades (so that prices for 

genuinely comparable units of the product can be meaningfully compared and aggregated, as 

discussed in Series 1's coverage of grading); and timely dissemination of price information (so 

that the discovered price can actually inform the decisions of farmers, traders, and consumers 

who were not directly party to the specific transactions that revealed it). Where these conditions 

are not well met, as is frequently the case in fragmented Nigerian agricultural markets, price 

discovery becomes less efficient, and the resulting prices may not accurately reflect true 

underlying supply and demand conditions. 

Fill in the blank: Price ________ is the process through which the market price of a commodity 

is determined through the interaction of buyers and sellers, requiring sufficient market 

participants, transparency, standardised grading, and timely information dissemination to 

function effectively. 
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3.1.2 Methods of price discovery in agricultural markets 

Several distinct methods of price discovery operate in different agricultural market settings. 

Negotiation/bargaining (the most common method in traditional Nigerian markets): individual 

buyers and sellers negotiate directly, arriving at a mutually acceptable price for each transaction; 

prices can vary somewhat between transactions even for similar quality produce on the same 

day, reflecting differences in bargaining skill, urgency, and relationship between specific buyers 

and sellers, though prices tend to converge as market participants observe and respond to the 

prices others are achieving. Auctions: buyers compete openly (often by calling out successively 

higher bids in an ascending auction, or through other formats) for a specific lot of produce, with 

the highest bidder winning; used in some Nigerian commodity markets and increasingly for 

high-value or export-oriented produce, providing a transparent and competitive price discovery 

mechanism when properly organised. 

Posted/administered prices: a single seller (or a government marketing board, historically 

significant for certain Nigerian export crops) sets and announces a fixed price at which it will 

buy or sell, with buyers/sellers either accepting this price or taking their business elsewhere; 

common for processed and packaged food products sold through formal retail channels, where 

individual negotiation for every purchase would be impractical. Formula pricing: the price for a 

transaction is calculated using an agreed formula linked to a reference price (e.g. a price quoted 

at a major reference market, adjusted for transport cost, quality differences, and a negotiated 

margin) rather than being independently negotiated or bid for each time; reduces the need for 

repeated negotiation in ongoing buyer-seller relationships. Electronic/exchange-based trading: 

increasingly available in Nigeria through commodity exchanges (such as the AFEX Commodity 

Exchange) that provide a centralised, transparent platform where many buyers and sellers can 

transact, generating widely observable reference prices that can also inform pricing in markets 

outside the exchange itself. 

Fill in the blank: ________ /bargaining is the most common method of price discovery in 

traditional Nigerian agricultural markets, in which individual buyers and sellers negotiate 

directly to arrive at a mutually acceptable price for each transaction. 
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3.1.3 Price discovery challenges in Nigeria 

Several structural challenges limit the efficiency of price discovery in Nigerian agricultural 

markets. Market fragmentation: the large number of small, dispersed rural and urban markets, 

often with limited trading volume and few active traders in any single location, reduces the 

reliability and representativeness of prices discovered in any one market; a price observed in one 

local market may not be representative of broader regional conditions. Poor market information 

infrastructure: limited and unevenly distributed access to price information from other markets 

(though improving through mobile phone-based services, as introduced in Series 1) means that 

farmers and small traders often negotiate without full knowledge of prices prevailing elsewhere, 

weakening their bargaining position and slowing the convergence of prices across different 

locations towards a single, efficient market price. 

Lack of standardised grading: without widely recognised and consistently applied grading 

standards (as discussed in Series 1), it is difficult to compare prices for "the same" product across 

different transactions and markets, since quality variation confounds simple price comparison; 

this particularly affects fresh produce and unprocessed staples sold in informal markets. 

Infrastructure constraints: poor roads, inadequate storage, and limited communication 

infrastructure in many rural areas physically isolate some markets from the wider trading 

network, preventing the arbitrage activity (covered in Part 3.2) that would otherwise help 

equalise prices across locations and improve overall price discovery efficiency. Limited formal 

market institutions: the relatively recent and still-developing state of formal commodity 

exchanges and organised trading platforms in Nigeria, compared to more mature agricultural 

markets internationally, means that much price discovery still relies on the less systematic, 

though still functional, traditional negotiation methods described in Part 3.1.2. 

Fill in the blank: Market ________ , the existence of many small, dispersed markets with limited 

trading volume, reduces the reliability and representativeness of prices discovered in any single 

Nigerian agricultural market location. 



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

Figure 3.1: Price discovery in agricultural markets  

Pilot questions 3.1 

1. Define price discovery and state four conditions required for it to function effectively. 

2. Describe three methods of price discovery used in agricultural markets. 

3. Explain negotiation/bargaining as a price discovery method and state where it is most 

common in Nigeria. 

4. State four challenges to efficient price discovery in Nigerian agricultural markets. 

5. Explain how poor market information infrastructure weakens farmers' bargaining position. 

 

3.2 Price Behaviour and Spatial/Temporal Price Relationships 

3.2.1 Price spreads and arbitrage 

A price spread is the difference in price for the same (or closely related) commodity between two 

different markets, two different points in time, or two different points in the marketing chain 

(e.g. between the farm gate and the wholesale market, related to but distinct from the marketing 

margin concept introduced in Series 1). Spatial price spreads (price differences for the same 
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commodity between different geographic markets) should, in an efficient market, not exceed the 

cost of transporting and handling the commodity between those two locations; if the spread 

exceeds this transport cost, an arbitrage opportunity exists. 

Arbitrage is the practice of buying a commodity in a market where the price is relatively low and 

selling it in a market where the price is relatively high, profiting from the price difference once 

transport and handling costs are covered. Arbitrage activity, when it occurs, tends to be self-

correcting: as traders buy in the low-price market, demand there rises, pushing the price up; as 

they sell in the high-price market, supply there rises, pushing the price down; this process 

continues until the price spread narrows to approximately the cost of transport and handling, at 

which point further arbitrage is no longer profitable, and a spatial equilibrium is reached. 

Effective arbitrage requires market participants to have accurate information about prices in 

multiple locations and the capacity (transport, capital, storage) to move the commodity between 

them; where these conditions are not met (a common issue given the price discovery challenges 

discussed in Part 3.1.3), spatial price spreads can persist at levels well beyond what transport 

costs alone would justify, representing inefficiency and a missed opportunity to improve farmer 

and consumer welfare simultaneously. 

Fill in the blank: ________ is the practice of buying a commodity in a market where the price is 

relatively low and selling it in a market where the price is relatively high, profiting from the price 

difference once transport and handling costs are covered. 

3.2.2 Vertical and horizontal price relationships 

Vertical price relationships refer to how prices at different levels of the marketing chain (farm 

gate, wholesale, retail, as introduced through the marketing margin concept in Series 1) move 

together over time. In a well-functioning marketing system, an increase in the farm gate price 

(e.g. due to a supply shortfall) should be transmitted, at least partially, to higher wholesale and 

retail prices within a reasonable time, and conversely a fall in farm gate price should eventually 

be reflected in lower prices further down the chain; the speed and completeness of this price 

transmission is an important indicator of marketing efficiency and the degree of competition at 

each level (explored further in Series 4). Asymmetric price transmission (where price increases 
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at the farm level are passed on to consumers quickly and fully, but price decreases are passed on 

slowly or only partially, allowing intermediaries to retain a larger margin during periods of 

falling farm prices) is a phenomenon observed in some agricultural markets and is often cited as 

evidence of limited competition or market power among intermediaries. 

Horizontal price relationships refer to how prices for the same commodity in different but related 

markets (different cities, different countries, or different but substitutable products) move 

together over time. Spatially integrated markets (where arbitrage, as discussed in Part 3.2.1, 

functions efficiently) show prices in different locations moving closely together, rising and 

falling in tandem after accounting for transport costs, since any divergence is quickly corrected 

by arbitrage activity. Where markets are not well integrated (due to poor infrastructure, 

information barriers, or trade restrictions), prices in different locations can move quite 

independently of one another, even for the same commodity, indicating that the broader market 

is fragmented rather than functioning as a single, unified market; this lack of integration is a 

significant practical concern for agricultural marketing policy in Nigeria, since it implies that 

farmers and consumers in different regions can face substantially different and inefficient prices 

for the same product at the same time. 

Fill in the blank: ________ price transmission occurs where price increases at the farm level are 

passed on to consumers quickly and fully, but price decreases are passed on slowly or only 

partially, often cited as evidence of limited competition or market power among intermediaries. 

3.2.3 Government price intervention 

Governments intervene in agricultural prices for various policy objectives, with effects that 

depend on the elasticity concepts introduced in Series 2. Price floors (minimum price guarantees, 

set above the free-market equilibrium price to protect farmer income) tend to create persistent 

surpluses, since quantity supplied at the floor price exceeds quantity demanded; managing the 

resulting surplus (government purchase and storage, export promotion, or, historically in some 

contexts, destruction of surplus stock) is a major fiscal and logistical challenge, and the Nigerian 

government has used variants of this approach for select commodities at different times, with 

mixed success and significant cost. Price ceilings (maximum price limits, set below the free-



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

market equilibrium price to protect consumer affordability, particularly for staple foods during 

periods of scarcity or rapid inflation) tend to create persistent shortages, since quantity demanded 

at the ceiling price exceeds quantity supplied; this can lead to the emergence of informal/black 

markets where the product is traded above the official ceiling price, queuing and rationing, and 

disincentives for producers and traders to bring product to the officially regulated market at all. 

Buffer stock schemes (in which a government or designated agency buys produce when prices 

are low, in order to support farmer income and remove excess supply from the market, and sells 

from accumulated stock when prices are high, in order to moderate consumer price spikes) aim 

to stabilise prices around a target band without permanently distorting the long-run equilibrium 

price, in principle smoothing out the seasonal and year-to-year volatility discussed in Series 2 

without the persistent surplus or shortage problems of fixed floors or ceilings; however, 

successful operation requires substantial storage infrastructure, financial resources, and accurate 

market judgement about when prices are genuinely outside a normal range versus reflecting a 

fundamental shift in underlying supply or demand conditions, making buffer stock schemes 

administratively demanding to operate well. Subsidies on agricultural inputs (fertiliser, improved 

seed) aim to lower production costs and shift the supply curve to the right, increasing output and 

potentially lowering consumer prices, though as discussed in Series 2, the ultimate distribution of 

benefit between farmers and consumers depends on the relative elasticities of supply and demand 

for the specific commodity. 

Fill in the blank: ________ stock schemes involve a government or agency buying produce when 

prices are low and selling from accumulated stock when prices are high, aiming to stabilise 

prices around a target band without the persistent surplus or shortage problems associated with 

fixed price floors or ceilings. 
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Figure 3.2: Price relationships and government intervention  

Pilot questions 3.2 

1. Define price spread and arbitrage, and explain how arbitrage tends to be self-correcting. 

2. Distinguish between vertical and horizontal price relationships. 

3. Explain asymmetric price transmission and what it suggests about a marketing chain. 

4. Explain the effects of a price floor and a price ceiling on an agricultural market. 

5. Explain how a buffer stock scheme aims to stabilise agricultural prices. 

 

3.3 Theory of Consumer Behaviour 

3.3.1 Utility and consumer choice 

Utility, in economic theory, is the satisfaction or benefit a consumer derives from consuming a 

good or service; it is a subjective concept that cannot be directly measured in physical units, but 

economic theory uses it as a conceptual tool to model and predict consumer choices. Total utility 

is the overall satisfaction obtained from consuming a given quantity of a good; marginal utility is 

the additional satisfaction obtained from consuming one more unit of the good, holding 
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consumption of all other goods constant. The law of diminishing marginal utility states that, as a 

consumer consumes successive additional units of a good within a given period, the marginal 

utility derived from each additional unit eventually declines; for example, the satisfaction from 

the first plate of rice eaten when hungry is typically much greater than the satisfaction from a 

fifth plate eaten immediately after, even though total utility (overall satisfaction) continues to 

increase with each additional plate, just by progressively smaller increments. 

Rational consumer choice, in this theoretical framework, involves a consumer with a limited 

budget allocating spending across different goods so as to maximise total utility; the utility-

maximising consumer allocates their budget such that the marginal utility per unit of money 

(naira) spent is equalised across all goods purchased, a condition known as the equimarginal 

principle; if the marginal utility per naira spent on one good exceeds that of another, a utility-

maximising consumer would shift spending towards the good offering the higher marginal utility 

per naira, until the two are brought into balance. While this theoretical framework simplifies real 

consumer decision-making (which is also influenced by habit, culture, advertising, and limited 

information, as discussed further in Part 3.4), it provides a useful foundation for understanding 

the systematic patterns observed in food demand behaviour. 

Fill in the blank: The law of diminishing marginal ________ states that, as a consumer consumes 

successive additional units of a good, the additional satisfaction derived from each unit 

eventually declines, even though total satisfaction continues to increase with each additional unit 

consumed. 

3.3.2 The consumer budget and indifference analysis 

The budget constraint represents the combinations of goods a consumer can afford to purchase 

given their income and the prices of the goods, typically illustrated graphically as a budget line 

showing all combinations of two goods (e.g. rice and beans) that exactly exhaust a given budget 

at given prices; combinations inside the budget line are affordable but leave income unspent, 

while combinations outside the line are unaffordable given the consumer's income and the 

prevailing prices. The slope of the budget line reflects the relative price of the two goods (the 

price ratio); a change in income shifts the entire budget line outward (more income, parallel shift 
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outward, allowing more of both goods to be purchased) or inward (less income); a change in the 

price of one good (with income and the other good's price unchanged) rotates the budget line 

around the axis intercept of the unchanged good. 

An indifference curve represents all the combinations of two goods that provide a consumer with 

exactly the same total level of utility (satisfaction); a consumer is, by definition, indifferent 

between any two combinations lying on the same indifference curve. Higher indifference curves 

(further from the origin) represent higher levels of utility, since they include combinations with 

more of at least one good. The consumer's optimal (utility-maximising) choice, given their 

budget constraint, occurs at the point where the budget line is tangent to the highest attainable 

indifference curve, representing the combination of goods that provides the greatest satisfaction 

the consumer can afford; this tangency condition is mathematically equivalent to the 

equimarginal principle introduced in Part 3.3.1. While full indifference curve analysis is a more 

advanced theoretical tool, the underlying intuition, that consumers choose the best affordable 

combination of goods given their preferences, budget, and prevailing prices, underlies all the 

practical food demand patterns discussed throughout this Series. 

Fill in the blank: The consumer's optimal (utility-maximising) choice occurs at the point where 

the ________ line is tangent to the highest attainable indifference curve, representing the 

combination of goods that provides the greatest satisfaction the consumer can afford given their 

income and prevailing prices. 

3.3.3 Consumer surplus 

Consumer surplus is the difference between the maximum price a consumer would be willing to 

pay for a given quantity of a good (reflecting the value or utility they place on it) and the price 

they actually have to pay in the market; it represents a measure of the net economic benefit 

consumers receive from being able to purchase the good at the prevailing market price rather 

than at the higher price they would, if necessary, be willing to pay. Graphically, consumer 

surplus is represented by the area below the demand curve and above the market price line, up to 

the quantity actually purchased, reflecting the cumulative excess of willingness-to-pay over 

actual price paid across all units purchased by all consumers in the market. 
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Changes in market price, driven by the shifts in demand and supply discussed in Series 2 or by 

government price interventions discussed in Part 3.2.3, change the level of consumer surplus: a 

fall in market price (e.g. from a bumper harvest increasing supply) increases consumer surplus, 

since consumers now pay less for the same quantity (and may also purchase a larger quantity, 

gaining additional surplus from those extra units); conversely, a rise in market price decreases 

consumer surplus. This concept is useful for evaluating the welfare effects of agricultural 

marketing policy and structural changes: an improvement in marketing efficiency that lowers 

consumer prices without reducing farmer income (e.g. through reduced marketing margins from 

increased competition or better infrastructure, topics covered in Series 1 and explored further in 

Series 4) represents an unambiguous welfare gain, increasing consumer surplus without 

necessarily reducing producer welfare, a win-win outcome that efficient agricultural marketing 

policy aims to achieve. 

Fill in the blank: Consumer ________ is the difference between the maximum price a consumer 

would be willing to pay for a good and the price they actually pay; it is represented graphically 

by the area below the demand curve and above the market price line. 

Figure 3.3: Theory of consumer behaviour  
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Pilot questions 3.3 

1. Define utility, total utility, and marginal utility. 

2. State the law of diminishing marginal utility and give an example using a food item. 

3. Explain the equimarginal principle of utility-maximising consumer choice. 

4. Explain what an indifference curve represents and where the consumer's optimal choice 

occurs. 

5. Define consumer surplus and explain how it changes when market price falls. 

 

3.4 Consumer Behaviour and Food Demand 

3.4.1 Food consumption patterns and Engel's Law 

Engel's Law, named after the 19th-century statistician Ernst Engel, states that as household 

income rises, the proportion of total income spent on food declines, even though the absolute 

amount spent on food may continue to rise; conversely, poorer households spend a much larger 

proportion (sometimes the majority) of their income on food simply to meet basic nutritional 

needs, leaving a smaller proportion available for non-food expenditure such as housing, 

education, transport, and discretionary spending. This relationship is closely connected to the 

concept of income elasticity of demand introduced in Series 2: since the income elasticity of 

demand for food as a broad category is typically positive but less than 1 (food behaves as a 

necessity), spending on food rises less than proportionally as income rises, causing its share of 

the total household budget to fall. 

Within the broad food category, Engel's Law and income elasticity concepts also explain shifts in 

the composition of food consumption as income rises: the proportion spent on basic staples 

(cereals, roots and tubers) typically declines as income rises (these have lower income elasticity), 

while the proportion spent on higher-value foods (meat, fish, dairy, fruits, vegetables, and 

processed/convenience foods) typically rises (these tend to have higher income elasticity); this 

pattern, sometimes called dietary transition or the nutrition transition, is well documented in 

rapidly growing economies including Nigeria, with significant implications for agricultural 
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marketing strategy, since rising incomes shift the structure of food demand towards products 

requiring more sophisticated marketing, processing, and quality assurance than basic staple 

commodities. 

Fill in the blank: Engel's ________ states that as household income rises, the proportion of total 

income spent on food declines, even though the absolute amount spent on food may continue to 

rise; this is closely connected to food having an income elasticity of demand that is positive but 

less than 1. 

3.4.2 Factors influencing food buying behaviour 

Beyond the price and income factors central to formal demand theory (Series 2 and Part 3.3), 

several additional factors specific to food products influence actual consumer buying behaviour 

and are important considerations for agricultural marketing strategy. Health and nutrition 

awareness: growing consumer awareness of the relationship between diet and health (particularly 

in urban, more educated segments of the Nigerian population) is increasingly influencing food 

choices towards perceived healthier options (e.g. demand for less processed foods, organic or 

"natural" labelled products, and reduced sugar/salt content), creating market opportunities for 

producers and marketers who can credibly meet these preferences. Convenience: increasing time 

pressure on urban households, particularly where multiple household members work outside the 

home, increases demand for convenience-oriented food products (pre-cut vegetables, ready-to-

cook meal kits, processed and packaged staples) that reduce home preparation time, a trend with 

significant implications for the value addition strategies discussed in Series 1. 

Cultural and religious factors: food choices in Nigeria are strongly influenced by ethnic and 

regional culinary traditions (e.g. regional preferences for specific staple crops, preparation 

methods, and accompanying ingredients) and religious dietary requirements (halal considerations 

for the Muslim population, particular observances during periods such as Lent for some Christian 

denominations); marketers must understand and respect these cultural and religious dimensions 

of food demand. Brand and quality perception: consumers increasingly use brand reputation, 

packaging quality, and perceived consistency as signals of underlying product quality, 

particularly where direct inspection of intrinsic quality is difficult (as is often the case for 
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processed food products); this creates an incentive for food marketers to invest in building brand 

recognition and consistent quality, a strategy increasingly visible among Nigerian food 

processing companies. Social and reference group influence: food consumption choices, 

particularly for prepared and branded foods, are influenced by the consumption patterns 

observed among social peers, family, and aspirational reference groups, amplified by social 

media exposure to food trends among younger, urban Nigerian consumers. 

Fill in the blank: Increasing time pressure on urban households increases demand for ________ -

oriented food products such as pre-cut vegetables and ready-to-cook meal kits that reduce home 

preparation time, a trend with significant implications for value addition strategies in food 

marketing. 

3.4.3 Implications for food marketing management 

Understanding consumer behaviour theory and observed food demand patterns has direct 

practical implications for food marketing management, the strategic application of marketing 

principles to guide decisions about product development, pricing, distribution, and promotion for 

food businesses and agricultural enterprises. Market segmentation: recognising that different 

consumer groups (defined by income level, urban/rural location, cultural background, age, and 

lifestyle) have different food preferences and buying behaviours (as discussed in Part 3.4.1 and 

3.4.2) allows marketers to design products, packaging, pricing, and promotional strategies 

tailored to specific target segments rather than adopting a one-size-fits-all approach; for example, 

a processor might develop both a basic, value-priced product line for price-sensitive segments 

and a premium, branded line for higher-income, quality-conscious urban consumers, using the 

same raw agricultural input. 

Product development responsive to dietary transition: anticipating the shift in food demand 

composition described by Engel's Law and the nutrition transition (Part 3.4.1) allows agricultural 

marketers and processors to position themselves advantageously for future demand growth in 

higher-value food categories (animal protein, fruits and vegetables, processed convenience 

foods) rather than remaining focused exclusively on basic staple commodities whose income 

elasticity, and therefore long-run growth potential as incomes rise, is comparatively limited. 
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Pricing strategy informed by elasticity: applying the price elasticity concepts from Series 2 to 

specific products and market segments allows marketers to set prices that appropriately balance 

volume and margin objectives (e.g. recognising that an elastic-demand premium product may 

benefit from competitive pricing to drive volume, while an inelastic-demand staple commodity 

offers less scope for revenue growth through pricing alone). Distribution and channel strategy: 

selecting and managing marketing channels (Series 1) appropriate to the specific product, target 

consumer segment, and the convenience, freshness, and price expectations of that segment, 

recognising that the optimal channel for a basic grain commodity targeting price-sensitive 

consumers may differ substantially from the optimal channel for a premium branded juice 

product targeting health-conscious urban consumers. 

Fill in the blank: Market ________ , recognising that different consumer groups have different 

food preferences and buying behaviours, allows food marketers to design products, packaging, 

pricing, and promotional strategies tailored to specific target groups rather than adopting a one-

size-fits-all approach. 

Figure 3.4: Consumer behaviour, food demand, and marketing management implications  
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Pilot questions 3.4 

1. State Engel's Law and explain its connection to income elasticity of demand for food. 

2. Explain the dietary transition (nutrition transition) and its implications for agricultural 

marketing. 

3. Name four factors, beyond price and income, that influence food buying behaviour. 

4. Explain market segmentation and give a Nigerian food marketing example. 

5. Explain how understanding price elasticity can inform pricing strategy for different food 

products. 
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Series Summary 

This Series examined price discovery as the process through which market prices are 

determined by the interaction of buyers and sellers. Effective price discovery depends on 

adequate participation, transparent information, standardised grading, and reliable market 

institutions. Common methods include bargaining, auctions, posted prices, formula pricing, and 

electronic trading platforms. Price differences may occur across markets, time periods, or stages 

of the marketing chain, while arbitrage helps reduce unjustified gaps. Vertical price relationships 

show how prices move from farm to wholesale and retail levels, while horizontal relationships 

show how prices are linked across locations. Government may intervene through price floors, 

price ceilings, buffer stocks, and subsidies, though poorly designed controls can create surpluses, 

shortages, or black markets. 

The Series also covered consumer behaviour as the study of how individuals allocate limited 

income among goods and services to maximise satisfaction. Important concepts include 

utility, diminishing marginal utility, the equimarginal principle, budget constraints, indifference 

curves, optimal choice, and consumer surplus. Engel’s Law explains that the share of income 

spent on food generally falls as income rises, while dietary transition describes the shift from 

basic staples toward higher-value foods. Food choices are influenced by health, convenience, 

culture, religion, quality perception, brands, and social factors. These ideas guide market 

segmentation, product development, pricing, and distribution strategies. By completing this 

Series, students should achieve SLOs 3.1–3.4. 

 

Glossary of Terms 

• Arbitrage: buying a commodity where its price is low and selling it where its price is high, 

profiting from the price difference net of transport and handling costs. 

• Asymmetric price transmission: a pattern where price increases at the farm level are passed on 

to consumers quickly, but price decreases are passed on slowly, suggesting limited competition 

among intermediaries. 
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• Budget constraint: the combinations of goods a consumer can afford given their income and the 

prices of goods, illustrated as a budget line. 

• Buffer stock scheme: a government mechanism that buys produce when prices are low and sells 

from storage when prices are high, aiming to stabilise prices without persistent surplus or 

shortage. 

• Consumer surplus: the difference between the maximum price a consumer would be willing to 

pay and the price actually paid; represented by the area below the demand curve and above the 

price line. 

• Engel's Law: the principle that as household income rises, the proportion of income spent on 

food declines, even as the absolute amount spent on food may rise. 

• Indifference curve: a curve representing all combinations of two goods that provide a consumer 

with the same level of utility. 

• Marginal utility: the additional satisfaction obtained from consuming one more unit of a good. 

• Nutrition/dietary transition: the shift in food consumption composition from basic staples 

towards higher-value foods (meat, dairy, fruits, processed foods) as household income rises. 

• Price ceiling: a maximum price limit set below the free-market equilibrium, tending to create a 

persistent shortage and potential black market. 

• Price discovery: the process through which the market price of a commodity is determined 

through the interaction of buyers and sellers. 

• Price floor: a minimum price guarantee set above the free-market equilibrium, tending to create a 

persistent surplus. 

• Price spread: the difference in price for the same commodity between two markets, two points in 

time, or two points in the marketing chain. 

• Utility: the satisfaction or benefit a consumer derives from consuming a good or service. 
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Concept Check Questions [Series 3] 

Objective Questions 

1. Price ________ is the process through which the market price of a commodity is determined 

through the interaction of buyers and sellers. (Linked to SLO 3.1) 

2. ________ is the practice of buying a commodity where its price is low and selling it where its 

price is high, profiting from the price difference net of transport costs. (Linked to SLO 3.2) 

3. The law of diminishing marginal ________ states that the additional satisfaction from each 

extra unit of a good consumed eventually declines. (Linked to SLO 3.3) 

4. Consumer ________ is the difference between the maximum price a consumer would be 

willing to pay and the price actually paid. (Linked to SLO 3.3) 

5. Engel's ________ states that as household income rises, the proportion of income spent on 

food declines. (Linked to SLO 3.4) 

 

Short-Answer Questions 

1. Name three methods of price discovery in agricultural markets. (Linked to SLO 3.1) 

2. Explain the effect of a price floor on an agricultural market. (Linked to SLO 3.2) 

3. State the equimarginal principle of consumer choice. (Linked to SLO 3.3) 

4. State Engel's Law. (Linked to SLO 3.4) 

5. Name four factors that influence food buying behaviour beyond price and income. (Linked to 

SLO 3.4) 

 

Long-Answer Questions 

1. Explain price discovery, its methods, and the challenges facing it in Nigeria. (Linked to SLO 

3.1) 

2. Explain price spreads, arbitrage, vertical/horizontal price relationships, and government price 

intervention. (Linked to SLO 3.2) 

3. Explain the theory of consumer behaviour and its application to food demand and marketing 

management. (Linked to SLOs 3.3, 3.4) 
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Answers to Concept Check Questions [Series 3] 

Objective Questions 

1. Discovery. 

2. Arbitrage. 

3. Utility. 

4. Surplus. 

5. Law. 

 

Short-Answer Questions 

1. Negotiation/bargaining, auction, and posted/administered prices (or formula pricing, 

electronic/exchange trading). 

2. A price floor (minimum price above equilibrium) creates a persistent surplus, since quantity 

supplied exceeds quantity demanded at that price. 

3. The equimarginal principle states that a utility-maximising consumer allocates spending so 

that the marginal utility per naira spent is equalised across all goods purchased. 

4. Engel's Law states that as household income rises, the proportion of total income spent on 

food declines, even though the absolute amount spent on food may continue to rise. 

5. Health/nutrition awareness, convenience, cultural/religious factors, and brand/quality 

perception (or social influence). 

 

Long-Answer Questions 

1. Price discovery is the process by which market price is determined through buyer-seller 

interaction; requires sufficient participants, transparency, standardised grading, and timely 

information. Methods: negotiation/bargaining (most common; traditional markets), auction 

(competitive bidding), posted/administered prices (fixed by seller), formula pricing (linked to 

reference price), electronic/exchange trading (AFEX). Challenges in Nigeria: market 

fragmentation (many small dispersed markets), poor information infrastructure, lack of 
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standardised grading, infrastructure constraints (roads, storage), limited formal market 

institutions. 

2. Price spread: price difference across markets, time, or chain levels. Arbitrage: buying low, 

selling high; self-corrects spreads towards transport cost level. Vertical price relationships: 

farm-wholesale-retail price transmission; asymmetric transmission suggests limited 

competition. Horizontal price relationships: spatial market integration through arbitrage; 

fragmentation indicates poor integration. Government intervention: price floors (create 

surplus), price ceilings (create shortage/black markets), buffer stock schemes (smooth 

volatility without persistent surplus/shortage), input subsidies (benefit distribution depends on 

elasticity). 

3. Consumer behaviour theory: utility (satisfaction); diminishing marginal utility; equimarginal 

principle (utility per naira equalised); budget constraint and indifference curves; optimal 

choice at tangency; consumer surplus (willingness to pay minus price paid). Food demand: 

Engel's Law (food budget share falls as income rises); dietary transition (shift to higher-value 

foods). Buying behaviour factors: health/nutrition awareness, convenience, cultural/religious 

factors, brand/quality perception, social influence. Marketing management implications: 

market segmentation (tailored products/pricing), product development (positioning for dietary 

transition), pricing strategy (informed by elasticity), distribution/channel strategy (matched to 

segment). 

 

Answers to Pilot Questions [Series 3] 

Part 3.1 

1. Price discovery is the process through which the market price of a commodity is determined 

through the interaction of buyers and sellers. Four conditions: (1) sufficient number of buyers 

and sellers; (2) transparency of transactions; (3) standardised products or grades; (4) timely 

dissemination of price information. 

2. Three methods: (1) Negotiation/bargaining: buyers and sellers negotiate directly to reach a 

mutually acceptable price. (2) Auction: buyers compete openly through bidding for a lot of 

produce. (3) Posted/administered prices: a seller sets and announces a fixed price. 

3. Negotiation/bargaining involves individual buyers and sellers negotiating directly to arrive at 

a mutually acceptable price for each transaction, with prices varying somewhat based on 
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bargaining skill and urgency. It is most common in traditional Nigerian open markets and 

rural assembly markets. 

4. Four challenges: (1) Market fragmentation (many small, dispersed markets reducing price 

representativeness). (2) Poor market information infrastructure (limited price information 

access). (3) Lack of standardised grading (difficult to compare prices for genuinely 

comparable quality). (4) Infrastructure constraints (poor roads and storage isolating some 

markets). 

5. Poor market information infrastructure means farmers and small traders often negotiate 

without full knowledge of prices prevailing in other markets; this weakens their bargaining 

position because they cannot confidently demand a price reflecting the true broader market 

conditions, and may accept a lower price than the prevailing market would justify simply due 

to lack of information. 

 

Part 3.2 

1. A price spread is the price difference for the same commodity between two markets, two 

points in time, or two points in the marketing chain. Arbitrage is buying where price is low 

and selling where price is high, profiting from the difference net of transport costs. It is self-

correcting because buying in the low-price market raises demand and price there, while 

selling in the high-price market raises supply and lowers price there, narrowing the spread 

until it approximately equals transport and handling costs. 

2. Vertical price relationships describe how prices at different levels of the marketing chain 

(farm gate, wholesale, retail) move together over time. Horizontal price relationships describe 

how prices for the same commodity in different but related markets (different cities or 

countries) move together over time, reflecting spatial market integration through arbitrage. 

3. Asymmetric price transmission occurs where farm-level price increases are passed on to 

consumers quickly and fully, but price decreases are passed on slowly or only partially, 

allowing intermediaries to retain a larger margin during periods of falling farm prices. It 

suggests limited competition or market power among intermediaries in the marketing chain. 

4. A price floor (minimum price above equilibrium) creates a persistent surplus, since quantity 

supplied exceeds quantity demanded at that price, requiring government purchase, storage, or 

other surplus management. A price ceiling (maximum price below equilibrium) creates a 
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persistent shortage, since quantity demanded exceeds quantity supplied, potentially leading to 

black markets, queuing, and disincentives for producers to supply the official market. 

5. A buffer stock scheme stabilises prices by having a government or agency buy produce into 

storage when prices are low (supporting farmer income and removing excess supply) and sell 

from accumulated stock when prices are high (moderating consumer price spikes), smoothing 

seasonal and year-to-year price volatility around a target band without the persistent surplus 

or shortage problems of fixed price floors or ceilings. 

 

Part 3.3 

1. Utility is the satisfaction or benefit a consumer derives from consuming a good or service. 

Total utility is the overall satisfaction from consuming a given quantity of a good. Marginal 

utility is the additional satisfaction from consuming one more unit of the good. 

2. The law of diminishing marginal utility states that as a consumer consumes successive 

additional units of a good, the marginal utility from each additional unit eventually declines. 

Example: the satisfaction from the first plate of rice eaten when hungry is much greater than 

the satisfaction from a fifth plate eaten immediately after, even though total satisfaction still 

increases with each additional plate. 

3. The equimarginal principle states that a utility-maximising consumer allocates their limited 

budget across goods so that the marginal utility per naira spent is equalised across all goods 

purchased; if one good offers a higher marginal utility per naira than another, the consumer 

shifts spending towards it until the two are brought into balance. 

4. An indifference curve represents all combinations of two goods that provide a consumer with 

exactly the same level of utility, meaning the consumer is indifferent between any two points 

on the same curve. The consumer's optimal choice occurs where the budget line is tangent to 

the highest attainable indifference curve, representing the best affordable combination of 

goods. 

5. Consumer surplus is the difference between the maximum price a consumer would be willing 

to pay for a good and the price they actually pay. When market price falls, consumer surplus 

increases, since consumers now pay less for the same quantity and may purchase a larger 

quantity, gaining additional surplus from the extra units. 
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Part 3.4 

1. Engel's Law states that as household income rises, the proportion of total income spent on 

food declines, even though the absolute amount spent on food may continue to rise. This 

connects to income elasticity of demand because food, as a broad category, typically has a 

positive income elasticity that is less than 1 (a necessity), meaning spending on food rises less 

than proportionally as income rises, causing its budget share to fall. 

2. The dietary (nutrition) transition is the shift in food consumption composition from basic 

staples towards higher-value foods (meat, dairy, fruits, processed/convenience foods) as 

household income rises, reflecting the higher income elasticity of these higher-value food 

categories. For agricultural marketing, this implies growing future demand for higher-value, 

more processed and quality-assured food products, suggesting marketers and processors 

should position themselves to capture this growth rather than focusing exclusively on basic 

staple commodities with limited income-driven growth potential. 

3. Four factors: (1) Health and nutrition awareness (preference for perceived healthier options). 

(2) Convenience (demand for pre-prepared or easy-to-cook foods due to time pressure). (3) 

Cultural and religious factors (ethnic culinary traditions and dietary requirements such as 

halal). (4) Brand and quality perception (using brand reputation as a quality signal). 

4. Market segmentation is recognising that different consumer groups have different food 

preferences and buying behaviours, allowing marketers to design tailored products, 

packaging, pricing, and promotion for specific groups. Nigerian example: a cassava processor 

developing both a basic, value-priced garri product for price-sensitive rural and low-income 

urban consumers and a premium, branded, packaged garri or cassava flour product targeting 

higher-income, quality-conscious urban consumers. 

5. Understanding price elasticity helps marketers set appropriate pricing strategies: for products 

with elastic demand (e.g. premium or luxury food items with available substitutes), 

competitive or promotional pricing can drive significant volume growth since consumers are 

highly price-responsive; for products with inelastic demand (e.g. basic staple commodities 

that consumers must buy regardless of price), there is less scope to grow revenue through 

price reductions, and pricing decisions instead focus more on cost management and 

maintaining stable, predictable pricing for these necessity goods. 
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Introduction 

The structure of a market, the number and relative size of buyers and sellers, the degree of 

product differentiation, and the ease with which new participants can enter or exit, fundamentally 

shapes how prices are determined, how marketing margins (Series 1) behave, and how efficiently 

the market serves both farmers and consumers. Understanding market structure provides the 

analytical tools to assess whether a particular agricultural market is functioning competitively 

and efficiently, or whether market power held by a limited number of participants is distorting 

outcomes. 

This Series examines the concept and classification of market structures; the polar cases of 

perfect competition and monopoly, including the related concept of monopsony; the intermediate 

cases of oligopoly and monopolistic competition that characterise many real agricultural 

markets; and the implications of market structure for marketing efficiency and policy, including 

the role of cooperative marketing. This builds on the price determination and consumer 

behaviour concepts of Series 2 and 3 and prepares for the international trade topics of Series 5. 

 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

• SLO 4.1 explain the concept and classification of market structures and their importance in 

agricultural marketing (Linked to Part 4.1), 

• SLO 4.2 describe perfect competition, monopoly, and monopsony as market structures relevant 

to agriculture (Linked to Part 4.2), 

• SLO 4.3 describe oligopoly and monopolistic competition and explain how market concentration 

is measured (Linked to Part 4.3), and 

• SLO 4.4 explain the relationship between market structure and marketing efficiency and describe 

approaches to promoting competition in Nigerian agricultural markets (Linked to Part 4.4). 
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4.1 Concept of Market Structure 

4.1.1 Meaning and classification of market structures 

Market structure refers to the organisational characteristics of a market that influence the nature 

of competition and price determination within it, particularly the number and size distribution of 

buyers and sellers, the degree to which products are differentiated from one another, and the 

conditions governing entry of new firms into and exit of existing firms from the market. 

Economists classify market structures along a spectrum ranging from perfect competition (many 

small buyers and sellers, identical/homogeneous products, free entry and exit, and no individual 

participant able to influence the market price) at one extreme, to monopoly (a single seller 

controlling the entire supply of a good with no close substitutes) at the other extreme, with 

oligopoly (a few large sellers) and monopolistic competition (many sellers offering differentiated 

products) occupying intermediate positions. 

On the buying side of a market, analogous structures exist: a market with many competing 

buyers is sometimes described using the same competitive spectrum terminology applied to the 

buying side, while a market with a single dominant buyer is called a monopsony (covered in Part 

4.2.3), and a market with a few large buyers is called an oligopsony; these buyer-side structures 

are particularly relevant to agricultural marketing because, in many Nigerian commodity value 

chains, farmers (numerous small sellers) face a much smaller number of buyers (processors, 

large traders, or exporters) at the point of first sale, a structural imbalance with significant 

implications for bargaining power and price outcomes, explored throughout this Series. 

Fill in the blank: ________ structure refers to the organisational characteristics of a market that 

influence competition and price determination, particularly the number and size distribution of 

buyers and sellers, product differentiation, and conditions of entry and exit. 



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

4.1.2 Characteristics used to classify market structures 

Several specific characteristics are used to classify and distinguish between different market 

structures. Number and size distribution of sellers (and buyers): markets range from having very 

many small sellers (none individually able to influence price) to having a single seller (with 

complete control over price, subject only to the constraint of consumer demand); the degree of 

seller concentration (the proportion of total market output or sales accounted for by the largest 

few firms) is a key practical measure, discussed further in Part 4.3.3. Product differentiation: the 

degree to which the products offered by different sellers are perceived by buyers as identical 

(homogeneous, as with most unprocessed agricultural commodities such as raw maize grain of a 

given grade) versus meaningfully different (differentiated, as with branded processed food 

products that compete partly on perceived quality, brand reputation, or specific features rather 

than price alone). 

Barriers to entry and exit: the ease or difficulty with which new firms can enter a market to 

compete with existing participants, or exit a market they find unprofitable; barriers can include 

high capital requirements (e.g. the substantial investment needed to establish a large-scale 

processing facility, as discussed in AGE 207 coverage of orchard establishment costs for a 

related concept), government licensing requirements, access to essential inputs or distribution 

channels controlled by incumbents, and economies of scale that give large established firms a 

cost advantage difficult for new, smaller entrants to match. Information availability: the degree 

to which buyers and sellers have access to complete and accurate information about prices, 

quality, and the terms offered by other market participants (closely related to the price discovery 

challenges discussed in Series 3); markets with poor information flow can exhibit characteristics 

of imperfect competition even where the underlying number of participants might otherwise 

suggest a competitive structure. 

Fill in the blank: ________ to entry and exit (such as high capital requirements, licensing 

requirements, or economies of scale favouring incumbents) determine how easily new firms can 

join a market to compete with existing participants, a key characteristic used to classify market 

structure. 
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4.1.3 Importance of market structure analysis in agricultural marketing 

Understanding market structure is important for agricultural marketing for several interconnected 

reasons. Predicting price and quantity outcomes: different market structures produce 

systematically different relationships between cost, price, and quantity traded (explored in detail 

in Parts 4.2 and 4.3); understanding the actual structure of a specific agricultural market (e.g. the 

maize wholesale market in a given region, or the cocoa export market) helps predict how prices 

and quantities will respond to changes in costs, demand, or policy. Identifying sources of 

marketing inefficiency: as introduced in Series 1 and 3, excessive marketing margins or limited 

transmission of farm-level price changes to consumers can result from limited competition (an 

oligopolistic or monopsonistic market structure) rather than from legitimate cost or risk factors; 

market structure analysis helps distinguish between these explanations, with very different policy 

implications. 

Informing competition and regulatory policy: governments and regulatory agencies (such as the 

Federal Competition and Consumer Protection Commission, FCCPC, in Nigeria) use market 

structure analysis to identify markets where anti-competitive practices, excessive concentration, 

or abuse of market power may be harming farmers or consumers, guiding decisions about 

regulatory intervention, merger review, or measures to promote entry and competition. Guiding 

farmer and cooperative strategy: farmers and farmer organisations can use an understanding of 

the market structure they face (e.g. recognising that they sell into a market with a small number 

of buyers, an oligopsony or monopsony situation) to inform strategic responses such as collective 

bargaining through cooperatives (covered further in Part 4.4.3), vertical integration into 

processing, or diversification of marketing channels to reduce dependence on any single buyer 

with disproportionate market power. 

Fill in the blank: Understanding market structure helps distinguish whether excessive marketing 

margins result from legitimate cost and risk factors or from ________ competition (an 

oligopolistic or monopsonistic market structure), with very different implications for appropriate 

policy responses. 
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Figure 4.1: Market structure spectrum and classification characteristics  

Pilot questions 4.1 

1. Define market structure and name the four main types along the competitive spectrum. 

2. Distinguish between monopsony and oligopsony. 

3. State four characteristics used to classify market structures. 

4. Explain product differentiation and give one example each of a homogeneous and a 

differentiated agricultural product. 

5. State three reasons why understanding market structure is important for agricultural 

marketing. 
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4.2 Perfect Competition and Monopoly 

4.2.1 Perfect competition 

Perfect competition is a theoretical market structure characterised by: a very large number of 

small buyers and sellers, none of whom individually accounts for a large enough share of total 

market transactions to influence the market price by their own actions alone (each participant is 

described as a price taker); a homogeneous (identical) product, such that buyers are indifferent 

about which specific seller they purchase from, since the product is the same regardless of 

source; free entry and exit, meaning no significant barriers prevent new firms from entering the 

market when profits are attractive, or existing firms from exiting when the market is 

unprofitable; and perfect information, meaning all buyers and sellers have complete knowledge 

of prices and product characteristics throughout the market. 

Many basic, unprocessed agricultural commodity markets, particularly at the farm-gate and 

assembly level for staple grains and similar products produced by very large numbers of 

smallholder farmers in Nigeria, approximate several features of perfect competition reasonably 

well: there are typically very many small producers, none individually able to influence the 

overall market price; the product (e.g. a given grade of maize) is largely homogeneous; and entry 

into basic crop production, while requiring land and capital, does not face the same scale of 

formal barriers as entry into, for example, large-scale food processing. However, as discussed in 

Series 3, the information and infrastructure challenges affecting Nigerian agricultural markets 

mean that the perfect information assumption is frequently violated in practice, so even markets 

that are structurally close to perfect competition in terms of participant numbers may not achieve 

fully efficient, competitive outcomes; perfect competition remains most useful as a theoretical 

benchmark against which the efficiency of real market structures can be compared, rather than as 

a literal description of any actual market. 

Fill in the blank: Perfect competition is characterised by a very large number of small buyers and 

sellers (each a price taker), a ________ (identical) product, free entry and exit, and perfect 

information among all market participants. 
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4.2.2 Monopoly 

Monopoly is a market structure at the opposite extreme from perfect competition, characterised 

by a single seller controlling the entire supply of a good or service for which there are no close 

substitutes, giving that seller significant power to influence the market price by adjusting the 

quantity supplied (a price maker rather than a price taker). Pure monopoly in agricultural 

marketing is relatively rare in most product markets given the large number of farmers typically 

producing most agricultural commodities, but monopoly-like situations (or significant market 

power, even short of literal single-seller monopoly) can arise in specific, narrower segments of 

an agricultural value chain: for example, a single large processing plant that is the only viable 

buyer or seller of a particular processed product within a given regional market, or a single 

company holding exclusive rights (through patent protection, government licensing, or 

proprietary technology) to a particular improved seed variety or agricultural input. 

The economic concern with monopoly (and significant market power generally) is that, 

compared to a competitive market structure, a monopolist can profitably restrict the quantity 

supplied below the level that would prevail under competition, thereby raising the market price 

above the competitive level; this transfers economic surplus from consumers (or, in input or 

processing markets, from farmers) to the monopolist, and is generally considered to reduce 

overall economic efficiency (a smaller total quantity is traded than would maximise combined 

producer and consumer welfare). Where genuine, durable monopoly power exists in an 

agricultural value chain segment, government regulation (through competition law, enforced in 

Nigeria by the FCCPC, or sector-specific regulation) may be applied to constrain the exercise of 

that market power, though as discussed in Part 4.1.3, careful market structure analysis is needed 

to confirm that a genuine, harmful monopoly situation exists before intervening, since not every 

instance of a single large or dominant firm necessarily indicates harmful market power if, for 

example, that firm faces credible potential competition from new entrants or substitute products. 

Fill in the blank: A ________ is a market structure characterised by a single seller controlling the 

entire supply of a good with no close substitutes, giving that seller significant power to influence 

the market price as a price maker rather than a price taker. 
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4.2.3 Monopsony in agricultural markets 

Monopsony is the buyer-side counterpart to monopoly: a market structure in which there is a 

single buyer for a good or service, giving that buyer significant power to influence the price it 

pays by adjusting the quantity it chooses to purchase (in contrast to a competitive buyer, who 

must accept the prevailing market price as given). Monopsony situations are of particular 

relevance to agricultural marketing because they describe a structural pattern that, while rarely a 

literal single buyer, approximates the situation faced by farmers in some Nigerian commodity 

value chains where a very limited number of buyers (sometimes effectively just one major 

processor or exporter within practical reach of farmers in a specific locality) purchase from a 

very large number of small, geographically dispersed farmers who individually have little 

alternative outlet for their produce, particularly for crops requiring specialised processing 

facilities not widely available (e.g. specific industrial crops with a single dominant local 

processor). 

In a monopsony situation, the dominant buyer can profitably offer a lower price than would 

prevail under competitive buying conditions, since farmers facing few or no alternative buyers 

have limited ability to refuse the offered price and sell elsewhere (a situation closely related to, 

though structurally distinct from, the weak bargaining power arising from perishability discussed 

in Series 1). This structural disadvantage faced by farmers in monopsonistic or oligopsonistic 

buying situations is a significant practical concern in Nigerian agricultural marketing policy, 

motivating interest in measures (discussed further in Part 4.4) such as farmer cooperative 

formation (to create a single, larger, more powerful selling entity that can better negotiate with a 

dominant buyer), contract farming arrangements with clearer, more transparent pricing terms, 

and the deliberate promotion of additional buyer entry into markets currently dominated by a 

single or very few buyers, where feasible. 

Fill in the blank: ________ is the buyer-side counterpart to monopoly, describing a market 

structure with a single (or, in practice, very limited number of) buyer, giving that buyer 

significant power to offer a price lower than would prevail under competitive buying conditions. 
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Figure 4.2: Perfect competition, monopoly, and monopsony  

Pilot questions 4.2 

1. State the four characteristics of perfect competition. 

2. Explain why basic, unprocessed agricultural commodity markets often approximate perfect 

competition reasonably well, and one reason this approximation is imperfect in Nigeria. 

3. Define monopoly and explain why it is described as a price maker structure. 

4. Explain the economic concern with monopoly power in terms of quantity supplied and price. 

5. Define monopsony and explain how it disadvantages farmers in a Nigerian agricultural value 

chain. 

 

4.3 Imperfect Competition: Oligopoly and Monopolistic Competition 

4.3.1 Oligopoly 

Oligopoly is a market structure characterised by a small number of large sellers who together 

account for most or all of the market supply, such that each seller decisions about price or 

quantity have a noticeable effect on the others, creating a situation of strategic interdependence 
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not present in perfect competition or in monopoly. Products in an oligopoly may be 

homogeneous (e.g. cement, or, in some agricultural contexts, certain bulk processed commodities 

traded largely on price) or differentiated (e.g. branded packaged food products from a small 

number of large national food processing companies). Significant barriers to entry (high capital 

requirements for large-scale processing facilities, brand loyalty built by incumbent firms, or 

access to scarce raw material supply contracts) typically protect oligopolists from a rapid influx 

of new competitors that would otherwise erode their collective market position. 

Oligopolistic firms must consider how their rivals are likely to react when making pricing, 

output, and investment decisions, leading to behaviour patterns not seen under perfect 

competition or monopoly: price leadership (one dominant firm sets a price that smaller rivals 

tend to follow, since they recognise the futility of competing aggressively on price against a 

much larger competitor); tacit collusion (firms, without necessarily any explicit illegal 

agreement, settle into a stable pattern of similar pricing that approximates what explicit collusion 

would achieve, simply by each anticipating how rivals would respond to a price-cutting move); 

and non-price competition (firms compete vigorously on product quality, branding, advertising, 

packaging, and distribution networks rather than primarily on price, since aggressive price 

competition risks triggering a damaging price war that reduces profitability for all oligopolists). 

Several segments of Nigerian agricultural processing and input supply (e.g. large-scale fertiliser 

blending and distribution, major flour milling, and large branded food and beverage 

manufacturing) exhibit oligopolistic characteristics, with a relatively small number of large 

national firms accounting for a substantial share of total market activity. 

Fill in the blank: ________ is a market structure characterised by a small number of large sellers 

whose decisions about price or quantity have a noticeable effect on each other, creating strategic 

interdependence; behaviours such as price leadership and tacit collusion are common in this 

structure. 

4.3.2 Monopolistic competition 

Monopolistic competition is a market structure characterised by a relatively large number of 

sellers (more than typical under oligopoly, though fewer than the very large numbers assumed 
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under perfect competition), each offering a somewhat differentiated product (differing from 

competitors in branding, quality perception, location, or specific features, even where the 

underlying product serves a similar basic function), and relatively easy (though not entirely 

costless) entry and exit. The product differentiation gives each individual seller some limited 

ability to set a price somewhat above the level that would prevail in a perfectly competitive 

market for an otherwise similar product, because at least some consumers have a preference for 

that seller specific variant and are willing to pay a modest premium for it, rather than switching 

entirely to a competitor offering at the first sign of a small price difference, as a perfectly 

competitive theory would predict. 

Many segments of Nigerian food retail and smaller-scale food processing exhibit characteristics 

of monopolistic competition: numerous small and medium-scale producers of, for example, garri, 

palm oil, or locally branded snack foods, each with some loyal customers who prefer their 

specific product (perhaps due to perceived taste, quality consistency, or simply established trust 

in a known local producer or retailer) even though many broadly similar alternative products are 

readily available from other sellers nearby. The relative ease of entry into many of these smaller-

scale processing and retail activities (compared to the substantial capital requirements for large-

scale oligopolistic processing discussed in Part 4.3.1) means that any individual seller ability to 

sustain above-competitive pricing tends to be eroded over time by the entry of new competitors 

attracted by the prospect of capturing some of that premium for themselves, distinguishing the 

longer-run dynamics of monopolistic competition from those of oligopoly, where entry barriers 

are typically more durable. 

Fill in the blank: ________ competition is a market structure with a relatively large number of 

sellers, each offering a somewhat differentiated product and facing relatively easy entry and exit; 

many small-scale Nigerian food processing and retail activities exhibit this structure. 

4.3.3 Measuring market concentration 

Market concentration refers to the degree to which total market output, sales, or capacity is 

concentrated among a small number of leading firms, providing a practical, quantifiable indicator 

that helps classify where a real market falls along the theoretical spectrum from perfect 
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competition to monopoly. The concentration ratio (CRn) is calculated as the combined market 

share of the largest n firms in a market (commonly the largest 4 firms, CR4, or the largest 8, 

CR8); a low concentration ratio (e.g. the top 4 firms together holding less than 40% of the 

market) suggests a market structure closer to perfect competition or monopolistic competition, 

while a high concentration ratio (e.g. the top 4 firms holding more than 60-70% of the market) 

suggests an oligopolistic structure, and an extremely high ratio (a single firm holding the 

overwhelming majority of market share) suggests a structure approaching monopoly. 

The Herfindahl-Hirschman Index (HHI) is a more sophisticated concentration measure, 

calculated by squaring the market share (expressed as a percentage) of each firm in the market 

and summing these squared values across all firms; because squaring gives disproportionately 

greater weight to larger firms, the HHI is more sensitive than a simple concentration ratio to the 

actual distribution of market shares among the leading firms, not just their combined total; an 

HHI below approximately 1,500 is generally considered to indicate an unconcentrated 

(competitive) market, an HHI between approximately 1,500 and 2,500 indicates moderate 

concentration, and an HHI above approximately 2,500 indicates high concentration, thresholds 

commonly used by competition regulators internationally (and, with local adaptation, by 

agencies such as Nigeria FCCPC) when assessing proposed mergers or evaluating whether a 

market exhibits potentially concerning levels of concentration warranting closer scrutiny. 

Fill in the blank: The Herfindahl-Hirschman Index (HHI), calculated by squaring and summing 

the market shares of all firms in a market, gives disproportionately greater weight to ________ 

firms and is more sensitive than a simple concentration ratio to the actual distribution of market 

shares. 
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Figure 4.3: Oligopoly, monopolistic competition, and market concentration measurement  

Pilot questions 4.3 

1. Define oligopoly and state three behaviour patterns commonly observed under this market 

structure. 

2. Define monopolistic competition and explain how it differs from oligopoly in terms of entry 

barriers. 

3. Define the concentration ratio (CR4) and explain how to interpret a high versus a low value. 

4. Calculate the CR4 for four firms with market shares of 30%, 20%, 15%, and 10%. 

5. Explain why the Herfindahl-Hirschman Index is more sensitive to market share distribution 

than a simple concentration ratio. 

 

4.4 Market Structure and Agricultural Marketing Policy 

4.4.1 Market structure and marketing efficiency 

Marketing efficiency, in the context of this Series, refers to the degree to which a marketing 

system achieves its functions (Series 1) at the lowest possible cost while ensuring that prices 
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accurately reflect underlying supply and demand conditions and that the resulting marketing 

margins (Series 1) genuinely correspond to the legitimate costs and risks of performing 

marketing functions (rather than including an additional component reflecting the exercise of 

market power). Market structure directly affects marketing efficiency: markets closer to the 

perfectly competitive end of the spectrum (Part 4.2.1), where many participants compete and no 

single buyer or seller can significantly influence price, tend to generate prices and margins that 

more closely reflect actual underlying costs, since any attempt by an individual participant to 

charge an excessive margin would be undercut by competitors. 

Conversely, markets exhibiting significant monopoly, monopsony, or oligopoly/oligopsony 

characteristics (Parts 4.2 and 4.3) create the structural conditions under which marketing margins 

can include an additional component reflecting market power rather than purely legitimate costs, 

reducing overall marketing efficiency and potentially harming farmers (through lower farm-gate 

prices than competitive conditions would produce) and consumers (through higher final prices) 

simultaneously, even though the dominant firm itself benefits. The asymmetric price 

transmission phenomenon discussed in Series 3 (where farm-level price increases are passed on 

to consumers quickly but decreases only slowly) is frequently cited as observable evidence 

consistent with limited competition somewhere along a marketing chain, illustrating the 

practical, observable connection between market structure (a more abstract economic concept) 

and concrete, measurable marketing performance outcomes that matter directly to farmers and 

consumers. 

Fill in the blank: Markets exhibiting significant monopoly, monopsony, or oligopoly/oligopsony 

characteristics create structural conditions under which marketing margins can include an 

additional component reflecting market ________ rather than purely legitimate costs, reducing 

overall marketing efficiency. 

4.4.2 Promoting competition in Nigerian agricultural markets 

Several practical approaches can promote more competitive market structures in Nigerian 

agricultural marketing, improving efficiency and outcomes for both farmers and consumers. 

Improving market information access: as discussed in Series 1 and 3, better access to price and 
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market information (through mobile phone services, radio market reports, and government 

market information systems) reduces the information asymmetries that allow individual buyers 

or sellers to exploit informational advantages, effectively pushing real market behaviour closer to 

the perfect information assumption of competitive markets even without changing the underlying 

number of participants. Reducing entry barriers: government policies that reduce unnecessary 

licensing burdens, improve access to credit and capital for potential new market entrants 

(particularly smaller processors and traders who might otherwise be excluded by high capital 

requirements), and improve physical infrastructure (roads, storage, market facilities) that 

disproportionately burden smaller, newer entrants relative to established larger players, can 

encourage greater competition by lowering the practical barriers to entry discussed in Part 4.1.2. 

Competition law enforcement: active enforcement of competition law (by Nigeria FCCPC and 

related bodies) against anti-competitive practices such as price-fixing agreements between 

ostensibly competing buyers (a form of buyer-side collusion that can produce monopsony-like 

outcomes even without a literal single buyer), abuse of dominant market position, or anti-

competitive mergers that would excessively increase market concentration (as measured by the 

concentration ratio or HHI discussed in Part 4.3.3), provides a direct regulatory check on the 

exercise of harmful market power. Investment in market infrastructure: government and 

development partner investment in physical marketing infrastructure (modern wholesale markets, 

commodity exchanges such as AFEX introduced in Series 3, cold storage facilities, and 

improved rural-to-urban transport links) can directly support more competitive market structures 

by reducing the transaction costs and information barriers that often underlie the persistence of 

monopsony or oligopsony situations in remote agricultural production areas, making it 

practically feasible for a larger number of buyers to compete for produce from a given farming 

area. 

Fill in the blank: ________ enforcement, by bodies such as Nigeria FCCPC, against price-fixing 

agreements, abuse of dominant market position, and anti-competitive mergers, provides a direct 

regulatory check on the exercise of harmful market power in agricultural marketing. 
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4.4.3 Cooperative marketing as a response to market structure 

Cooperative marketing societies, introduced briefly in Series 1 as a type of marketing agency, 

represent a particularly important farmer-driven (rather than government-driven) strategic 

response to unfavourable market structures, especially monopsony or oligopsony situations 

where individual smallholder farmers face very limited bargaining power against a small number 

of large buyers. By pooling the produce of many individual farmers into a single, much larger 

collectively marketed volume, a cooperative can fundamentally change the structural balance of 

power in a transaction: rather than facing the dominant buyer as one small, individually 

replaceable seller among thousands with little alternative outlet, the cooperative negotiates as a 

single large counterparty whose volume the buyer cannot easily replace from alternative sources, 

restoring some of the competitive balance that would exist in a market with many more buyers 

relative to the number of effective sellers. 

Beyond pure bargaining power, well-organised agricultural cooperatives can capture additional 

benefits relevant to the marketing efficiency concerns discussed throughout this Series: 

economies of scale in marketing functions (Series 1), such as bulk transport, storage, and 

grading, that individual smallholder farmers could not achieve alone, reducing the legitimate cost 

component of marketing margins; improved access to market information (Series 3) through the 

cooperative collective information-gathering capacity, exceeding what any individual farmer 

could access alone; potential vertical integration into processing or direct retail marketing (Series 

1), capturing value addition margins that would otherwise accrue entirely to separate 

downstream intermediaries; and improved access to formal credit (referenced in earlier AGE 

courses), since a cooperative with a track record and collective assets may access credit on terms 

unavailable to an individual smallholder farmer. The practical success of cooperative marketing 

in Nigeria has been variable, depending heavily on factors such as the quality of cooperative 

governance and management, the specific commodity and market structure involved, and the 

degree of genuine member commitment and participation, but it remains an important and 

theoretically well-grounded strategic option for addressing structural market power imbalances 

facing Nigerian farmers. 
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Fill in the blank: Cooperative marketing societies respond to unfavourable market structures by 

pooling the produce of many individual farmers into a single, larger collectively marketed 

volume, allowing the cooperative to negotiate as one large counterparty rather than many small, 

individually replaceable ________ facing a dominant buyer. 

Figure 4.4: Market structure, marketing efficiency, and cooperative response  

Pilot questions 4.4 

1. Define marketing efficiency and explain how a competitive market structure supports it. 

2. Explain how monopoly, monopsony, or oligopoly characteristics can reduce marketing 

efficiency. 

3. State four approaches to promoting competition in Nigerian agricultural markets. 

4. Explain how cooperative marketing addresses a monopsony or oligopsony situation faced by 

farmers. 

5. State three additional benefits, beyond bargaining power, that well-organised cooperatives 

can provide their members. 

 



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

Series Summary 

This Series examined market structure as the organisational characteristics of a market that 

determine the level of competition, pricing behaviour, and market performance. Market 

structures are classified by the number and size of buyers and sellers, product differentiation, 

barriers to entry and exit, and access to information. Perfect competition involves many small 

firms selling homogeneous products with free entry and good information, while monopoly 

involves a single seller with strong price-setting power. Monopsony occurs where one or very 

few buyers dominate the market and may offer producers prices below competitive levels. 

The Series also covered oligopoly, monopolistic competition, market concentration, and 

marketing efficiency. Oligopoly involves a few large firms whose decisions are interdependent, 

while monopolistic competition involves many sellers offering differentiated products. Market 

concentration may be measured using concentration ratios such as CR4 and CR8 or the 

Herfindahl–Hirschman Index. High concentration can increase market power and widen 

marketing margins. Competition can be improved through better market information, lower entry 

barriers, stronger regulation, and better infrastructure. Cooperative marketing also helps farmers 

combine output, improve bargaining power, reduce costs, access credit, and negotiate better 

prices. By completing this Series, students should achieve SLOs 4.1–4.4. 

 

Glossary of Terms 

• Concentration ratio (CRn): the combined market share of the largest n firms in a market 

(commonly CR4 or CR8); a measure of market concentration. 

• Herfindahl-Hirschman Index (HHI): a market concentration measure calculated by squaring 

and summing the market shares of all firms in a market; more sensitive to distribution than a 

simple concentration ratio. 

• Market concentration: the degree to which total market output or sales is concentrated among a 

small number of leading firms. 
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• Market structure: the organisational characteristics of a market, including number and size of 

participants, product differentiation, and entry/exit conditions, that influence competition and 

price determination. 

• Marketing efficiency: the degree to which a marketing system performs its functions at the 

lowest possible cost while ensuring prices and margins reflect legitimate costs rather than market 

power. 

• Monopolistic competition: a market structure with many sellers offering differentiated products 

and relatively easy entry; sellers have limited pricing power eroded over time by new entrants. 

• Monopoly: a market structure with a single seller controlling the entire supply of a good with no 

close substitutes; a price maker able to restrict quantity to raise price. 

• Monopsony: a market structure with a single (or very limited number of) buyer, giving that buyer 

power to offer a lower price than competitive conditions would produce. 

• Oligopoly: a market structure with a small number of large sellers whose decisions are 

strategically interdependent; characterised by price leadership, tacit collusion, or non-price 

competition. 

• Oligopsony: a market structure with a few large buyers, analogous to oligopoly on the buying 

side. 

• Perfect competition: a theoretical market structure with many small price-taking participants, a 

homogeneous product, free entry/exit, and perfect information. 

• Price leadership: an oligopoly behaviour pattern in which one dominant firm sets a price that 

smaller rivals tend to follow. 

• Product differentiation: the degree to which products offered by different sellers are perceived 

as different rather than identical/homogeneous. 

• Tacit collusion: a stable pattern of similar pricing among oligopoly firms that approximates 

explicit collusion, arising without a formal illegal agreement. 
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Concept Check Questions [Series 4] 

Objective Questions 

1. Market ________ refers to the organisational characteristics of a market that influence 

competition and price determination, including the number and size of buyers and sellers. 

(Linked to SLO 4.1) 

2. A ________ is a market structure with a single seller controlling the entire supply of a good 

with no close substitutes, able to act as a price maker. (Linked to SLO 4.2) 

3. ________ is the buyer-side counterpart to monopoly, a market structure with a single (or very 

limited number of) buyer. (Linked to SLO 4.2) 

4. ________ is a market structure with a small number of large sellers whose decisions are 

strategically interdependent. (Linked to SLO 4.3) 

5. The Herfindahl-Hirschman Index (HHI) is calculated by squaring and summing the ________ 

shares of all firms in a market. (Linked to SLO 4.3) 

Short-Answer Questions 

1. Name four characteristics used to classify market structures. (Linked to SLO 4.1) 

2. State the four characteristics of perfect competition. (Linked to SLO 4.2) 

3. State three behaviour patterns observed under oligopoly. (Linked to SLO 4.3) 

4. Define the concentration ratio (CR4) and state how to interpret a high value. (Linked to SLO 

4.3) 

5. State three approaches to promoting competition in Nigerian agricultural markets. (Linked to 

SLO 4.4) 

Long-Answer Questions 

1. Explain the concept and classification of market structures and their importance in 

agricultural marketing. (Linked to SLO 4.1) 

2. Describe perfect competition, monopoly, and monopsony as market structures relevant to 

agriculture. (Linked to SLO 4.2) 

3. Describe oligopoly, monopolistic competition, market concentration measurement, and the 

relationship between market structure and marketing efficiency, including the role of 

cooperative marketing. (Linked to SLOs 4.3, 4.4) 
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Answers to Concept Check Questions [Series 4] 

Objective Questions 

1. Structure. 

2. Monopoly. 

3. Monopsony. 

4. Oligopoly. 

5. Market. 

Short-Answer Questions 

1. Number/size distribution of sellers and buyers; product differentiation; barriers to entry and 

exit; information availability. 

2. Many small price-taking buyers and sellers; homogeneous product; free entry and exit; 

perfect information. 

3. Price leadership; tacit collusion; non-price competition (branding, advertising, quality). 

4. CR4 is the combined market share of the largest 4 firms in a market. A high CR4 (e.g. above 

60-70%) suggests an oligopolistic market structure with limited competition. 

5. Improving market information access; reducing entry barriers; competition law enforcement 

(or investment in market infrastructure). 

Long-Answer Questions 

1. Market structure: organisational characteristics influencing competition and price 

determination; spectrum from perfect competition (many small sellers) to monopoly (single 

seller), with oligopoly and monopolistic competition in between; parallel buyer-side spectrum 

to monopsony. Classification characteristics: number/size of participants, product 

differentiation, entry/exit barriers, information availability. Importance: predicts 

price/quantity outcomes under different structures; identifies whether marketing inefficiency 

stems from legitimate costs or market power; informs competition/regulatory policy 

(FCCPC); guides farmer/cooperative strategy when facing unfavourable structures. 

2. Perfect competition: many small price-taking participants, homogeneous product, free 

entry/exit, perfect information; basic Nigerian commodity markets approximate this but 

information gaps limit full efficiency. Monopoly: single seller with no close substitutes; price 
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maker that restricts quantity to raise price above competitive level, transferring surplus from 

consumers/farmers to the monopolist; rare in pure form but market power exists in some 

value chain segments (e.g. sole processor or seed variety holder). Monopsony: single or very 

limited buyer; can offer a lower price than competitive conditions, disadvantaging farmers 

with few alternative outlets, particularly for crops requiring specialised processing not widely 

available. 

3. Oligopoly: few large sellers; strategic interdependence; price leadership, tacit collusion, non-

price competition; significant entry barriers; seen in large-scale Nigerian processing/input 

supply. Monopolistic competition: many sellers, differentiated products, easier entry; limited 

pricing power eroded by new entrants; seen in small-scale food processing/retail. 

Concentration measures: CR4/CR8 (combined top-firm share); HHI (sum of squared shares; 

more sensitive; thresholds below 1,500/1,500-2,500/above 2,500). Marketing efficiency: 

competitive structures produce cost-reflective margins; monopoly/monopsony/oligopoly can 

add a market power component, harming farmers and consumers (asymmetric price 

transmission as observable evidence). Promoting competition: market information access, 

reduced entry barriers, competition law enforcement, market infrastructure investment. 

Cooperative marketing: pools farmer produce to restore bargaining balance against dominant 

buyers; additional benefits: economies of scale, collective information, processing 

integration, credit access. 

 

Answers to Pilot Questions [Series 4] 

Part 4.1 

1. Market structure refers to the organisational characteristics of a market that influence 

competition and price determination, particularly the number and size of buyers and sellers, 

product differentiation, and entry/exit conditions. Four main types: perfect competition, 

monopolistic competition, oligopoly, and monopoly. 

2. Monopsony is a market structure with a single buyer for a good, giving that buyer power to 

influence the price it pays. Oligopsony is a market structure with a few large buyers, 

analogous to oligopoly on the buying side; the key difference is the number of dominant 

buyers (one versus a small few). 
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3. Four characteristics: (1) Number and size distribution of sellers and buyers. (2) Product 

differentiation (homogeneous versus differentiated). (3) Barriers to entry and exit. (4) 

Information availability among market participants. 

4. Product differentiation is the degree to which products offered by different sellers are 

perceived as different rather than identical. Homogeneous example: raw maize grain of a 

given standard grade (buyers are indifferent about the specific farmer source). Differentiated 

example: a branded packaged garri product with specific packaging and quality reputation 

distinguishing it from a generic competitor garri. 

5. Three reasons: (1) Predicting price and quantity outcomes under different structures helps 

anticipate market behaviour in response to changes. (2) Identifying whether excessive 

marketing margins stem from legitimate costs or from limited competition/market power. (3) 

Informing competition and regulatory policy decisions by agencies such as the FCCPC. 

 

Part 4.2 

1. Four characteristics: (1) Very large number of small, price-taking buyers and sellers. (2) 

Homogeneous (identical) product. (3) Free entry and exit. (4) Perfect information among all 

participants. 

2. Basic, unprocessed agricultural commodity markets approximate perfect competition because 

there are typically very many small producers, none individually able to influence the overall 

price, and the product (e.g. a given grade of maize) is largely homogeneous. One reason this 

is imperfect in Nigeria: information and infrastructure challenges mean the perfect 

information assumption is frequently violated, since farmers and traders often lack full 

knowledge of prices prevailing in other markets. 

3. Monopoly is a market structure with a single seller controlling the entire supply of a good 

with no close substitutes. It is described as a price maker because, unlike a competitive firm 

that must accept the prevailing market price, the monopolist has significant power to 

influence the market price by adjusting the quantity it chooses to supply. 

4. Compared to a competitive market, a monopolist can profitably restrict the quantity supplied 

below the competitive level, which raises the market price above what would prevail under 

competition. This transfers economic surplus from consumers (or farmers, in input/processing 

markets) to the monopolist and reduces overall economic efficiency, since a smaller total 

quantity is traded than would maximise combined producer and consumer welfare. 
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5. Monopsony is a market structure with a single (or very limited number of) buyer for a good, 

giving that buyer power to influence the price it pays. In a Nigerian agricultural value chain, 

this disadvantages farmers because, facing few or no alternative buyers (particularly for crops 

requiring specialised processing not widely available locally), they have limited ability to 

refuse the price offered and sell elsewhere, allowing the dominant buyer to offer a lower price 

than would prevail under competitive buying conditions. 

Part 4.3 

1. Oligopoly is a market structure with a small number of large sellers whose decisions about 

price or quantity have a noticeable effect on each other, creating strategic interdependence. 

Three behaviour patterns: (1) Price leadership (one dominant firm sets a price that smaller 

rivals follow). (2) Tacit collusion (firms settle into similar pricing without an explicit illegal 

agreement). (3) Non-price competition (firms compete on quality, branding, advertising, and 

distribution rather than price). 

2. Monopolistic competition is a market structure with a relatively large number of sellers 

offering differentiated products and facing relatively easy entry and exit. It differs from 

oligopoly in that monopolistic competition has much lower, less durable entry barriers; while 

oligopoly is protected by significant barriers (high capital requirements, brand loyalty, scarce 

supply contracts) that limit new entrants, monopolistic competition allows new sellers to 

enter relatively easily when existing sellers are earning above-competitive profits, eroding 

any individual seller pricing power over time. 

3. The concentration ratio (CR4) is the combined market share of the largest 4 firms in a market. 

A high CR4 (e.g. above 60-70%) suggests an oligopolistic market structure with limited 

competition among a small number of dominant firms, while a low CR4 (e.g. below 40%) 

suggests a market structure closer to perfect or monopolistic competition. 

4. CR4 = 30% + 20% + 15% + 10% = 75%. 

5. The HHI is calculated by squaring each firm market share before summing, which gives 

disproportionately greater weight to larger firms (since squaring a larger number produces a 

much larger increase than squaring a smaller number); this means the HHI can distinguish 

between a market where the top 4 firms have similar shares versus one where a single firm 

dominates the top 4, even if the simple CR4 (combined total) is identical in both cases, 

making the HHI more sensitive to the actual distribution of market power. 
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Part 4.4 

6. Marketing efficiency is the degree to which a marketing system performs its functions at the 

lowest possible cost while ensuring prices and margins reflect legitimate costs and risks rather 

than market power. A competitive market structure supports this because, with many participants 

and no single buyer or seller able to significantly influence price, any attempt to charge an 

excessive margin would be undercut by competitors, keeping margins closer to actual costs. 

7. Monopoly, monopsony, or oligopoly characteristics can reduce marketing efficiency because the 

dominant firm(s) can profitably restrict quantity or pay/charge prices that deviate from 

competitive levels, adding a market power component to marketing margins beyond legitimate 

costs; this can simultaneously lower farm-gate prices (harming farmers) and raise final consumer 

prices (harming consumers), even as it benefits the dominant firm itself, reducing overall 

economic efficiency. 

8. Four approaches: (1) Improving market information access (mobile phone services, market 

information systems). (2) Reducing entry barriers (lowering licensing burdens, improving credit 

access for new entrants). (3) Competition law enforcement (FCCPC action against price-fixing, 

abuse of dominance, anti-competitive mergers). (4) Investment in market infrastructure (modern 

markets, commodity exchanges, storage, transport links). 

9. Cooperative marketing addresses monopsony or oligopsony by pooling the produce of many 

individual farmers into a single, much larger collectively marketed volume; rather than facing the 

dominant buyer as one small, easily replaceable seller among thousands, the cooperative 

negotiates as a single large counterparty whose volume the buyer cannot easily replace from 

alternative sources, restoring some competitive balance to the negotiation. 

10. Three additional benefits: (1) Economies of scale in marketing functions (bulk transport, storage, 

grading) that individual smallholders could not achieve alone. (2) Improved access to market 

information through the cooperative collective information-gathering capacity. (3) Potential 

vertical integration into processing or direct retail marketing, capturing value addition margins 

that would otherwise go to separate intermediaries (or improved access to formal credit). 
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Introduction 

This final Series of AGE 303 extends the agricultural marketing principles developed throughout 

the course to the international dimension, examining why countries trade agricultural products, 

the policy instruments governments use to manage that trade, and the institutions, both 

international and domestic, that shape how Nigerian agricultural marketing actually functions in 

practice. It closes by considering the persistent challenges facing Nigerian agricultural marketing 

and emerging directions, particularly digital technology, that may help address them. 

This Series covers the foundations of international agricultural trade, including Nigeria specific 

export and import patterns and trade policy instruments; the major international trade agreements 

and institutions relevant to Nigerian agriculture; the key domestic marketing institutions, 

including government agencies, commodity exchanges, and farmer organisations; and the 

persistent challenges and future directions, including digital technology, shaping Nigerian 

agricultural marketing. This Series draws together all the marketing principles developed across 

the previous four Series of AGE 303. 

 

Series Learning Outcomes 

Upon completing this Series, you should be able to: 

• SLO 5.1 explain the rationale for international agricultural trade, describe Nigeria trade patterns, 

and identify trade policy instruments (Linked to Part 5.1), 

• SLO 5.2 describe international trade agreements, institutions, and export standards relevant to 

Nigerian agriculture (Linked to Part 5.2), 

• SLO 5.3 describe domestic agricultural marketing institutions, including government agencies, 

commodity exchanges, and farmer organisations (Linked to Part 5.3), and 

• SLO 5.4 explain persistent challenges and future directions, including digital technology, in 

Nigerian agricultural marketing (Linked to Part 5.4). 
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5.1 Foundations of International Agricultural Trade 

5.1.1 Rationale for international agricultural trade 

International agricultural trade, the exchange of agricultural products and inputs across national 

borders, occurs fundamentally because of differences between countries in climate, soil, factor 

endowments (land, labour, capital), technology, and consumer preferences, which create 

opportunities for mutual benefit through specialisation and exchange. The principle of 

comparative advantage, a foundational concept in international trade theory, states that a country 

benefits from specialising in producing and exporting goods it can produce relatively more 

efficiently (at a lower opportunity cost in terms of other goods foregone) compared to other 

countries, and importing goods that other countries can produce relatively more efficiently, even 

if one country could, in principle, produce everything more efficiently in an absolute sense. 

Beyond comparative advantage, international agricultural trade provides several specific 

benefits: access to markets larger than domestic demand alone, allowing producers of crops well 

suited to a particular country specific conditions (such as cocoa and cashew in Nigeria) to earn 

export revenue beyond what domestic consumption could support; access to products that cannot 

be efficiently produced domestically due to climate or other constraints (such as wheat, which 

Nigeria imports in significant quantities due to limited domestic production capacity under 

current varieties and growing conditions); price stabilisation through access to a larger, more 

diversified global market, which can sometimes smooth out the effects of a purely domestic 

supply shock (a poor local harvest) by allowing imports to fill the gap, though this benefit 

depends on the specific commodity and the functioning of global markets; and foreign exchange 

earnings from agricultural exports, an important source of foreign currency for many developing 

economies, including historically for Nigeria before the dominance of oil exports. 

Fill in the blank: The principle of comparative ________ states that a country benefits from 

specialising in producing and exporting goods it can produce relatively more efficiently 

compared to other countries, and importing goods other countries produce relatively more 

efficiently. 
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5.1.2 Nigeria agricultural exports and imports 

Nigeria agricultural trade profile reflects both its historical agricultural export strengths and its 

current significant dependence on certain agricultural imports. Major traditional and current 

export commodities include: cocoa (Nigeria remains among the world significant cocoa 

producers and exporters, though well below the leading West African producers Cote d Ivoire 

and Ghana); cashew nuts (a rapidly growing export commodity, with Nigeria among the leading 

global producers, though much of the crop is exported raw rather than processed domestically, 

foregoing the value addition benefits discussed in Series 1); sesame seed (a significant and 

growing export, particularly to Asian markets); and smaller but notable export volumes of 

products such as ginger, ginger products, ginger oil, ginger derivatives, hibiscus flower (zobo), 

and ginger more broadly along with shea products and gum arabic. 

Major agricultural and food import categories include: wheat (a substantial import given limited 

domestic wheat production capacity, supporting Nigeria significant flour milling and bread/pasta 

manufacturing industries, an oligopolistic industry segment as discussed in Series 4); rice 

(despite significant domestic production growth and government policy efforts to boost local 

production and substitute for imports in recent years, Nigeria has historically imported 

substantial quantities of rice to meet domestic demand, though import dependence has been an 

explicit policy target for reduction); vegetable oils and fats (including palm oil, despite Nigeria 

own historical production, reflecting demand exceeding current domestic supply capacity); sugar 

(a substantial import, supporting domestic refining operations); and fish (particularly frozen fish, 

given the gap between domestic demand and domestic fisheries/aquaculture production 

capacity). This combination of significant raw commodity exports alongside substantial food and 

input imports illustrates the value addition opportunity discussed in Series 1: capturing more 

processing of Nigeria own exported raw commodities domestically, and increasing domestic 

production of currently imported staples, both represent significant economic development 

opportunities. 

Fill in the blank: ________ is a substantial Nigerian agricultural import given limited domestic 

production capacity under current varieties and growing conditions, supporting Nigeria 

significant flour milling and bread/pasta manufacturing industries. 
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5.1.3 Trade policy instruments 

Governments use various policy instruments to influence the level and direction of agricultural 

trade, each with distinct effects related to the elasticity and market structure concepts developed 

in Series 2 and 4. Tariffs (taxes imposed on imported goods) raise the domestic price of the 

imported good, protecting domestic producers from foreign competition by making imports 

relatively more expensive, but raising costs for domestic consumers and for any domestic 

industries that use the imported good as an input (e.g. a tariff on imported wheat raises costs for 

Nigerian flour millers and, ultimately, bread consumers); Nigeria has applied tariffs on various 

agricultural products at different times as part of its agricultural policy, including measures 

aimed at protecting and encouraging domestic rice, wheat substitute, and other staple production. 

Import quotas (quantitative limits on the volume of a good that can be imported within a given 

period) similarly protect domestic producers by limiting foreign competition, but unlike a tariff 

(which generates government tariff revenue), a quota transfers the scarcity value created by the 

limited import volume to whoever holds the import licence, which can create opportunities for 

licence-related rent-seeking if not transparently and competitively allocated. Export restrictions 

(bans, quotas, or taxes on exports of a specific commodity, sometimes applied during periods of 

domestic scarcity or rapid price increases to protect domestic consumers, as has occurred for 

certain staple commodities at various points in Nigerian policy history) can stabilise domestic 

prices in the short run but may discourage future domestic production investment by reducing 

farmers access to potentially more lucrative export markets and can prompt retaliatory measures 

or reduced future trading partner confidence. Export promotion measures (such as export 

subsidies, where used and permitted under relevant trade agreements, or non-financial support 

such as export market information services, trade missions, and assistance with meeting 

destination market quality and certification standards) aim to support and grow agricultural 

export volumes, often with a particular focus on diversifying away from dependence on a narrow 

set of traditional export commodities and on capturing more value addition within Nigeria before 

export, consistent with the value addition concepts introduced in Series 1. 
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Fill in the blank: ________ (taxes imposed on imported goods) raise the domestic price of the 

imported good, protecting domestic producers from foreign competition, but raising costs for 

domestic consumers and industries that use the imported good as an input. 

Figure 5.1: International agricultural trade foundations  

Pilot questions 5.1 

1. State the principle of comparative advantage and explain its relevance to international 

agricultural trade. 

2. Name three benefits of international agricultural trade beyond comparative advantage. 

3. Name three major Nigerian agricultural export commodities and three major agricultural 

import commodities. 

4. Explain the effect of a tariff on an imported agricultural commodity. 

5. Distinguish between a tariff and an import quota in terms of who captures the value created 

by the trade restriction. 
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5.2 International Trade Agreements and Institutions 

5.2.1 Multilateral trade institutions 

The World Trade Organization (WTO), the principal multilateral institution governing 

international trade rules, including agricultural trade, establishes negotiated rules that member 

countries (including Nigeria) commit to follow regarding tariffs, subsidies, and other trade-

related measures, aiming to promote a more predictable, rules-based international trading system 

rather than one driven purely by unilateral and potentially conflicting national policies. The 

WTO Agreement on Agriculture specifically addresses agricultural trade, establishing rules and 

commitments in three main areas: market access (commitments to reduce tariffs and other import 

barriers on agricultural products over time); domestic support (rules limiting certain types of 

trade-distorting domestic agricultural subsidies, while permitting other forms of support 

considered less trade-distorting, such as general infrastructure investment or environmental 

payments); and export competition (rules limiting export subsidies that could give a country 

exports an artificial price advantage in foreign markets). 

The Food and Agriculture Organization (FAO) of the United Nations, while not primarily a trade 

rule-making body like the WTO, plays an important complementary role relevant to agricultural 

marketing through its work on food security monitoring, agricultural statistics, technical 

assistance for agricultural development (including marketing infrastructure and policy), and the 

development of international food safety and quality standards (often in cooperation with the 

World Health Organization through the Codex Alimentarius Commission) that influence the 

practical requirements exporters must meet to access international markets. Other relevant 

multilateral bodies include the International Trade Centre (ITC, a joint agency of the WTO and 

the United Nations, providing trade-related technical assistance particularly relevant to 

developing country exporters including in the agricultural sector) and various United Nations 

agencies and development finance institutions (such as the World Bank and International Fund 

for Agricultural Development, IFAD) that provide funding and technical support for agricultural 

marketing infrastructure and capacity-building projects in countries including Nigeria. 
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Fill in the blank: The World Trade Organization ________ on Agriculture addresses agricultural 

trade rules in three main areas: market access, domestic support, and export competition. 

5.2.2 Regional trade agreements relevant to Nigeria 

Beyond multilateral institutions, Nigeria participates in several regional trade arrangements that 

directly affect its agricultural trade. The Economic Community of West African States 

(ECOWAS) aims to promote economic integration among West African member states, 

including measures affecting agricultural trade such as the ECOWAS Common External Tariff (a 

harmonised tariff structure applied by member states to imports from outside the region, intended 

to support regional economic integration while protecting regionally produced goods, including 

various agricultural products, from extra-regional competition) and provisions intended to 

facilitate freer movement of goods, including agricultural products, between ECOWAS member 

states, though practical implementation of free intra-regional trade has faced persistent 

challenges including infrastructure gaps, non-tariff barriers, and inconsistent application of 

agreed rules at various border crossings. 

The African Continental Free Trade Area (AfCFTA), a more recent and ambitious pan-African 

trade agreement that Nigeria has joined, aims to create a single continental market for goods and 

services, including agricultural products, by progressively eliminating tariffs on the large 

majority of intra-African trade and establishing common rules on trade-related matters across the 

African continent; full implementation and realisation of AfCFTA potential benefits for Nigerian 

agricultural trade, including access to a vastly larger continental market for processed 

agricultural products, will depend significantly on addressing the same practical implementation 

challenges (infrastructure, non-tariff barriers, certification mutual recognition) that have 

constrained ECOWAS regional integration, as well as Nigeria own domestic competitiveness in 

processed agricultural products relative to other African producers. Bilateral trade agreements 

and arrangements (between Nigeria and specific individual trading partner countries) also exist 

for certain products and relationships, though regional and multilateral frameworks generally 

play a larger role in shaping the overall Nigerian agricultural trade policy environment. 
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Fill in the blank: The ________ , a pan-African trade agreement Nigeria has joined, aims to 

create a single continental market for goods and services, including agricultural products, by 

progressively eliminating tariffs on the large majority of intra-African trade. 

5.2.3 Export standards and certification 

Accessing international markets, particularly higher-value markets in developed economies, 

typically requires Nigerian agricultural exporters to meet specific quality, safety, and process 

standards beyond what may be required for domestic market sales, a practical manifestation of 

the grading and standardisation concepts introduced in Series 1 applied to the more demanding 

requirements of export markets. Sanitary and phytosanitary (SPS) standards, addressing food 

safety (e.g. permissible pesticide residue levels, microbial contamination limits) and plant/animal 

health concerns (e.g. requirements to demonstrate freedom from specific pests or diseases that 

could be introduced to the importing country through the traded product), are commonly required 

by importing countries and enforced through inspection, testing, and certification processes, 

often administered in Nigeria by agencies such as the National Agency for Food and Drug 

Administration and Control (NAFDAC) and the Nigeria Agricultural Quarantine Service 

(NAQS) working in conjunction with importing country requirements. 

Voluntary certification schemes (beyond mandatory regulatory requirements) increasingly shape 

access to premium export market segments: organic certification (verifying production without 

prohibited synthetic inputs, as discussed in AGE 207 Series 5, opening access to premium 

organic market segments particularly in Europe and North America); Fairtrade certification 

(verifying adherence to specific social and economic standards intended to ensure a fairer return 

to smallholder producers, relevant to commodities such as Nigerian cocoa and cashew where 

Fairtrade-certified supply chains exist); and Global Good Agricultural Practice (GlobalG.A.P.) 

certification (verifying adherence to specific good agricultural practice standards covering food 

safety, worker welfare, and environmental management, increasingly required or strongly 

preferred by major international retail buyers for fresh produce exports). Meeting these standards 

typically requires investment in production practices, record keeping, and sometimes physical 

infrastructure (e.g. specific storage or processing facility standards) that can be challenging for 

smallholder Nigerian producers to meet individually, providing another rationale (alongside the 
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bargaining power benefits discussed in Series 4) for cooperative or contract farming 

arrangements that can support smallholder farmers in collectively meeting export certification 

requirements. 

Fill in the blank: ________ and phytosanitary (SPS) standards address food safety and 

plant/animal health concerns required by importing countries, commonly enforced in Nigeria 

through agencies such as NAFDAC and the Nigeria Agricultural Quarantine Service. 

Figure 5.2: International trade institutions and export standards  

Pilot questions 5.2 

1. Name the three main areas addressed by the WTO Agreement on Agriculture. 

2. Describe the role of the FAO in relation to international agricultural trade. 

3. Explain the aim of the African Continental Free Trade Area (AfCFTA) and one challenge to 

its full implementation. 

4. Explain sanitary and phytosanitary (SPS) standards and name two Nigerian agencies involved 

in enforcing them. 

5. Name three voluntary export certification schemes and state what each verifies. 

 



 

 AGE la-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER 
INSTITUTION STUDENTS 

5.3 Domestic Agricultural Marketing Institutions 

5.3.1 Government agencies and parastatals 

Several Nigerian government agencies and parastatal bodies play significant roles in agricultural 

marketing, regulation, and policy implementation. The Federal Ministry of Agriculture and Food 

Security (and corresponding state-level ministries) sets overall agricultural policy direction, 

including marketing-related policy, and oversees various programmes and agencies operating 

within the sector. The National Agricultural Extension and Research Liaison Services 

(NAERLS) and state Agricultural Development Programmes (ADPs) provide extension services 

to farmers that, while primarily focused on production technology, also frequently include 

marketing-related advisory support, such as information on market opportunities, post-harvest 

handling, and basic grading practices. 

Regulatory and standards agencies relevant to agricultural marketing include the Standards 

Organisation of Nigeria (SON, responsible for developing and enforcing product standards, 

including for various processed agricultural and food products), the National Agency for Food 

and Drug Administration and Control (NAFDAC, responsible for regulating food safety and 

quality, including registration requirements for processed food products sold in Nigeria), and the 

Federal Competition and Consumer Protection Commission (FCCPC, responsible for 

competition law enforcement relevant to the market structure concerns discussed in Series 4, and 

consumer protection more broadly). Historically, commodity marketing boards (government 

bodies that, at various periods in Nigerian agricultural history, held monopoly or near-monopoly 

control over the marketing and export of specific commodities such as cocoa, groundnuts, and 

cotton, setting prices paid to farmers and managing export sales) played a dominant institutional 

role; these boards were largely dismantled through agricultural marketing liberalisation reforms 

from the 1980s onward, shifting most agricultural marketing functions to private sector 

participants operating within the institutional and regulatory framework described throughout 

this Part. 

Fill in the blank: Historically, commodity marketing ________ held monopoly or near-monopoly 

control over the marketing and export of specific Nigerian commodities such as cocoa, 
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groundnuts, and cotton, before being largely dismantled through liberalisation reforms from the 

1980s onward. 

5.3.2 Commodity exchanges and warehouse receipt systems 

Commodity exchanges, introduced briefly in Series 3 as an electronic price discovery 

mechanism, represent an increasingly important institutional development in Nigerian 

agricultural marketing. The AFEX Commodity Exchange (and related platforms) provide a 

centralised trading platform where standardised, graded agricultural commodities can be bought 

and sold, generating transparent reference prices and connecting a wider range of buyers and 

sellers than would typically interact through traditional fragmented physical markets, directly 

addressing several of the price discovery challenges discussed in Series 3 (market fragmentation, 

limited information flow, lack of standardised grading). 

Warehouse receipt systems, often operated in conjunction with commodity exchanges, allow 

farmers or traders to deposit graded, quality-verified produce into a certified warehouse and 

receive a warehouse receipt (a document certifying the quantity and quality of the deposited 

commodity) that can itself be traded, used as loan collateral with financial institutions, or 

redeemed for the physical commodity at a later date; this system offers several benefits directly 

relevant to concerns discussed throughout this course: it provides farmers an alternative to 

selling immediately at harvest-time low prices (Series 1 and 2 discussed the seasonal post-

harvest price glut) by allowing them to store produce under professionally managed conditions 

and sell later at potentially better prices, or to access credit using the receipt as collateral without 

needing to sell the physical commodity at an unfavourable time; and it supports more 

standardised grading practices (Series 1) since warehouse certification requires produce to meet 

specified quality standards before acceptance. Expanding warehouse receipt system coverage 

and farmer awareness/access remains an ongoing policy priority for improving Nigerian 

agricultural marketing infrastructure. 

Fill in the blank: A warehouse ________ system allows farmers to deposit graded, quality-

verified produce into a certified warehouse and receive a document that can be traded, used as 
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loan collateral, or redeemed for the physical commodity later, helping farmers avoid selling at 

harvest-time low prices. 

5.3.3 Farmer organisations and private sector institutions 

Beyond government agencies and formal exchanges, a range of farmer-based and private sector 

institutions shape practical agricultural marketing outcomes in Nigeria. Farmer cooperative 

societies and marketing associations (discussed in detail in Series 4 as a response to unfavourable 

market structures) remain an important, though unevenly developed, institutional form for 

collective marketing, input procurement, and bargaining power; apex farmer organisations 

(umbrella bodies representing farmers of specific commodities at a national level, such as 

commodity-specific farmer associations for cocoa, cassava, rice, and other major crops) also play 

roles in policy advocacy, coordinating member access to government programmes, and 

sometimes facilitating collective marketing or input supply arrangements at a larger scale than 

individual local cooperatives. 

Private sector agribusiness firms, ranging from large multinational and national agro-processing 

and trading companies to smaller and medium-scale local enterprises, perform the bulk of actual 

buying, processing, and distribution activity within Nigerian agricultural marketing, operating 

within the market structures discussed in Series 4 (ranging from highly competitive smallholder 

trading activity to oligopolistic large-scale processing); contract farming arrangements, in which 

a processor or large buyer enters into a formal agreement with farmers specifying production 

requirements, quality standards, and often guaranteed purchase terms and sometimes input 

supply or credit support, represent a significant and growing institutional arrangement that can 

address several marketing challenges simultaneously (price risk for farmers, input access, quality 

assurance for buyers, and a degree of disintermediation as discussed in Series 1) when well-

designed and fairly implemented, though the relative bargaining power and fairness of specific 

contract farming arrangements depends significantly on the underlying market structure and the 

presence or absence of effective farmer organisation, as discussed in Series 4. 

Fill in the blank: ________ farming arrangements, in which a processor or large buyer enters into 

a formal agreement with farmers specifying production requirements and often guaranteed 
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purchase terms, can address price risk, input access, and quality assurance simultaneously when 

well-designed and fairly implemented. 

Figure 5.3: Domestic agricultural marketing institutions  

Pilot questions 5.3 

1. Name three Nigerian government agencies relevant to agricultural marketing regulation and 

state the role of each. 

2. Explain what commodity marketing boards were historically and why they were largely 

dismantled. 

3. Explain how a commodity exchange addresses price discovery challenges discussed in Series 

3. 

4. Explain a warehouse receipt system and state two benefits it offers farmers. 

5. Explain contract farming and state three marketing challenges it can address when well-

designed. 
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5.4 Challenges and Future Directions in Agricultural Marketing 

5.4.1 Persistent challenges in Nigerian agricultural marketing 

Despite the institutional developments discussed in Part 5.3 and the policy instruments discussed 

in Part 5.1, several persistent challenges continue to constrain Nigerian agricultural marketing 

performance, drawing together concerns raised throughout this course. Infrastructure deficits 

remain a fundamental constraint: poor rural road conditions (Series 1, 3), inadequate storage 

facilities contributing to substantial post-harvest losses, and limited and unreliable electricity 

supply affecting cold storage and processing capacity, collectively raise marketing costs and 

reduce the share of final value that reaches farmers. Market information and price discovery 

gaps, while improving through mobile technology (Series 3 and 5.4.2), remain incomplete, 

particularly for farmers in remote areas with limited mobile network coverage or 

literacy/language barriers to effectively using available digital information services. 

Market structure concerns, including persistent monopsony or oligopsony situations for certain 

commodities and limited farmer bargaining power despite cooperative development efforts 

(Series 4), continue to affect the distribution of value along several Nigerian agricultural value 

chains. Limited value addition, with a substantial share of Nigerian agricultural exports still 

leaving the country in raw or minimally processed form (cashew, raw cocoa beans) rather than as 

higher-value processed products, represents a continuing missed economic opportunity (Series 1) 

despite policy efforts to encourage domestic processing investment. Access to finance for 

marketing activities (working capital for traders and processors, warehouse receipt-backed credit, 

and investment finance for processing and storage infrastructure) remains constrained for many 

smallholder farmers and small/medium agribusinesses, limiting the scale and sophistication of 

marketing operations that can be undertaken, a constraint that compounds many of the other 

challenges listed, since addressing infrastructure, processing, and market information gaps 

typically requires capital investment. 

Fill in the blank: Limited ________ , with a substantial share of Nigerian agricultural exports 

still leaving the country in raw or minimally processed form rather than as higher-value 
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processed products, represents a continuing missed economic opportunity despite policy efforts 

to encourage domestic processing investment. 

5.4.2 Digital technology and agricultural marketing 

Digital technology is increasingly transforming several dimensions of Nigerian agricultural 

marketing, offering potential pathways to address some of the persistent challenges discussed in 

Part 5.4.1. Mobile phone-based market information services (building on the basic price 

information services discussed in Series 1 and 3) are evolving towards more sophisticated 

platforms providing real-time price information across multiple markets, weather and agronomic 

advisory content, and in some cases direct connections between farmers and buyers, reducing 

information asymmetries and supporting more informed farmer marketing decisions. Digital 

marketplaces and e-commerce platforms connecting farmers directly with buyers (processors, 

retailers, or even end consumers in some urban areas) represent a form of disintermediation 

(Series 1) enabled by digital technology, potentially increasing farmers share of the final 

consumer price, though such platforms face practical challenges including ensuring reliable 

logistics/delivery, payment systems trusted by all parties, and reaching farmers without reliable 

internet access or digital literacy. 

Digital financial services, including mobile money platforms and digital lending products, are 

improving access to finance for agricultural marketing activities (Part 5.4.1), sometimes using 

alternative data sources (such as mobile phone usage patterns or digital transaction history) to 

assess creditworthiness for farmers and small agribusinesses lacking traditional collateral or 

credit history. Blockchain and traceability technology, while still at an early adoption stage in 

Nigerian agriculture, offers potential future applications in verifying product origin and supply 

chain history, increasingly relevant for accessing export markets with certification and 

traceability requirements (Part 5.2.3) and for combating fraud or mislabelling in domestic 

markets. Precision agriculture and data analytics tools, while primarily production-focused, 

increasingly intersect with marketing through better production forecasting (supporting more 

informed marketing and storage decisions) and quality prediction capabilities that could support 

more efficient grading and price differentiation processes in the future. 
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Fill in the blank: Digital marketplaces and e-commerce platforms connecting farmers directly 

with buyers represent a form of ________ enabled by digital technology, potentially increasing 

farmers share of the final consumer price, though facing challenges including logistics, payment 

trust, and digital access. 

5.4.3 Policy directions for improved agricultural marketing 

Building on the challenges and opportunities discussed throughout this Series and course, several 

policy directions appear well-suited to improving Nigerian agricultural marketing performance 

going forward. Continued infrastructure investment (rural roads, storage, electricity, and digital 

connectivity) remains foundational, since many other improvements (market information access, 

warehouse receipt system expansion, processing investment) depend on adequate underlying 

physical and digital infrastructure being in place. Strengthening farmer organisation and 

cooperative capacity (Series 4), including governance training, support for cooperative access to 

finance and markets, and facilitating linkages between cooperatives and processors or exchanges, 

can help address the persistent market structure and bargaining power challenges facing many 

smallholder farmers. 

Targeted support for value addition and processing investment (Series 1), including incentives 

for domestic processing of currently raw-exported commodities (cashew, raw cocoa) and support 

for smallholder-accessible, smaller-scale processing technology appropriate to local conditions, 

can help capture more value addition within Nigeria and reduce import dependence for processed 

products currently imported despite domestic raw material availability. Expanding commodity 

exchange and warehouse receipt system coverage (Part 5.3.2), including farmer education and 

outreach to increase awareness and practical access, particularly for farmers currently outside the 

reach of these relatively recent institutional innovations, can help address price discovery and 

seasonal price volatility challenges at greater scale. Continued engagement with regional and 

multilateral trade frameworks (Part 5.2), including active participation in AfCFTA 

implementation and meeting evolving international standards and certification requirements, 

positions Nigerian agricultural exporters to capture growing market access opportunities, 

provided this is matched by genuine improvements in domestic production quality, consistency, 

and processing capacity, since trade policy access alone cannot substitute for underlying 
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competitiveness built on the marketing efficiency, value addition, and institutional foundations 

addressed throughout this Series and course. 

Fill in the blank: ________ infrastructure investment (rural roads, storage, electricity, and digital 

connectivity) remains foundational to improving Nigerian agricultural marketing, since many 

other improvements depend on adequate underlying physical and digital infrastructure being in 

place. 

Figure 5.4: Challenges and future directions in agricultural marketing  

Pilot questions 5.4 

1. State four persistent challenges facing Nigerian agricultural marketing. 

2. Explain how limited value addition represents a missed economic opportunity for Nigeria. 

3. Name three digital technologies transforming Nigerian agricultural marketing and describe 

one application of each. 

4. Explain how digital marketplaces represent a form of disintermediation and state two 

practical challenges they face. 

5. State four policy directions for improving Nigerian agricultural marketing. 
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Series Summary 

This Series examined international agricultural trade as the exchange of agricultural goods 

and services across national borders. Trade is based mainly on comparative advantage, which 

encourages countries to specialise in products they can produce relatively efficiently and trade 

for others. Nigeria exports products such as cocoa, cashew, sesame, ginger, shea, and gum 

arabic, but imports wheat, rice, vegetable oils, sugar, and fish. Major trade policy instruments 

include tariffs, quotas, export restrictions, and export-promotion measures. International and 

regional institutions such as the WTO, FAO, ECOWAS, and AfCFTA influence market access, 

food security, standards, and trade integration, while export products must meet sanitary, 

phytosanitary, and quality requirements. 

The Series also covered agricultural marketing institutions as organisations and systems 

that support exchange, storage, finance, regulation, and market coordination. These include 

government agencies, commodity exchanges, warehouse-receipt systems, cooperatives, private 

agribusinesses, and contract-farming arrangements. Major challenges include poor infrastructure, 

weak market information, limited finance, low value addition, and unequal bargaining power. 

Digital tools such as mobile market information, e-commerce, digital finance, traceability 

systems, and precision agriculture can improve market access and efficiency. Key policy 

priorities include infrastructure development, stronger cooperatives, expanded processing, wider 

use of exchanges and warehouse receipts, and improved competitiveness under AfCFTA. By 

completing this Series, students should achieve SLOs 5.1–5.4 and all AGE 303 course outcomes. 

 

Glossary of Terms 

• AfCFTA (African Continental Free Trade Area): a pan-African trade agreement aiming to 

create a single continental market by progressively eliminating tariffs on the large majority of 

intra-African trade. 

• Comparative advantage: the principle that a country benefits from specialising in producing 

goods it can produce relatively more efficiently than other countries, and trading for the rest. 
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• Contract farming: a formal agreement between a processor or large buyer and farmers 

specifying production requirements, quality standards, and often guaranteed purchase terms. 

• Export restriction: a ban, quota, or tax on exports of a commodity, sometimes used to protect 

domestic consumers during scarcity, but which can discourage future production investment. 

• Import quota: a quantitative limit on the volume of a good that can be imported within a given 

period. 

• Marketing board: a historical government body holding monopoly or near-monopoly control 

over the marketing and export of a specific commodity; largely dismantled in Nigeria from the 

1980s onward. 

• Sanitary and phytosanitary (SPS) standards: food safety and plant/animal health standards 

required by importing countries, addressing concerns such as pesticide residues and pest/disease 

freedom. 

• Tariff: a tax imposed on imported goods, raising their domestic price and protecting domestic 

producers from foreign competition. 

• Warehouse receipt system: a system allowing farmers to deposit graded produce in a certified 

warehouse and receive a tradeable, collateral-eligible document representing the stored 

commodity. 

• WTO Agreement on Agriculture: the World Trade Organization agreement addressing 

agricultural trade rules in market access, domestic support, and export competition. 
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Concept Check Questions [Series 5] 

Objective Questions 

1. The principle of comparative ________ states that a country benefits from specialising in 

producing goods it can produce relatively more efficiently than other countries. (Linked to 

SLO 5.1) 

2. ________ (taxes imposed on imported goods) raise the domestic price of the imported good, 

protecting domestic producers from foreign competition. (Linked to SLO 5.1) 

3. The WTO Agreement on Agriculture addresses market access, domestic support, and export 

________ . (Linked to SLO 5.2) 

4. Historically, commodity marketing ________ held monopoly control over marketing and 

export of specific Nigerian commodities before being dismantled from the 1980s onward. 

(Linked to SLO 5.3) 

5. Limited ________ , with raw commodity exports leaving Nigeria rather than higher-value 

processed products, represents a continuing missed economic opportunity. (Linked to SLO 

5.4) 

Short-Answer Questions 

1. Name three benefits of international agricultural trade. (Linked to SLO 5.1) 

2. Name three voluntary export certification schemes relevant to Nigerian agricultural exports. 

(Linked to SLO 5.2) 

3. Name three Nigerian domestic agricultural marketing institutions and state the role of each. 

(Linked to SLO 5.3) 

4. State three persistent challenges facing Nigerian agricultural marketing. (Linked to SLO 5.4) 

5. Name three digital technologies transforming Nigerian agricultural marketing. (Linked to 

SLO 5.4) 

 

Long-Answer Questions 

14. Explain the rationale for international agricultural trade, describe Nigeria trade patterns, and 

identify trade policy instruments. (Linked to SLO 5.1) 
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15. Describe international trade agreements, institutions, and export standards relevant to Nigerian 

agriculture. (Linked to SLO 5.2) 

16. Describe domestic agricultural marketing institutions and explain persistent challenges and future 

directions in Nigerian agricultural marketing. (Linked to SLOs 5.3, 5.4) 
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Answers to Concept Check Questions [Series 5] 

Objective Questions 

1. Advantage. 

2. Tariffs. 

3. Competition. 

4. Boards. 

5. Value addition. 

hort-Answer Questions 

1. Access to larger markets than domestic demand; access to products not efficiently producible 

domestically; price stabilisation through global market access (or foreign exchange earnings). 

2. Organic certification, Fairtrade certification, and GlobalG.A.P. certification. 

3. Federal Ministry of Agriculture and Food Security (policy direction); NAFDAC (food 

safety/quality regulation); AFEX Commodity Exchange (price discovery and trading 

platform) (or FCCPC: competition enforcement; SON: standards). 

4. Infrastructure deficits; market information and price discovery gaps; market 

structure/bargaining power concerns (or limited value addition; limited access to finance). 

5. Mobile market information services, digital marketplaces/e-commerce platforms, and digital 

financial services (or blockchain/traceability technology). 

Long-Answer Questions 

1. Rationale: comparative advantage (specialise in relatively efficient production, trade for the 

rest); benefits: larger markets, access to non-domestic goods, price stabilisation, foreign 

exchange. Nigeria trade patterns: exports (cocoa, cashew, sesame, ginger, shea, gum arabic, 

often raw); imports (wheat, rice, vegetable oils, sugar, fish); value addition opportunity. 

Trade policy instruments: tariffs (raise import price, protect producers, generate revenue), 

import quotas (limit volume, create licence rents), export restrictions (protect consumers 

short-run, discourage production long-run), export promotion (subsidies, market information, 

certification support). 

2. WTO Agreement on Agriculture: market access, domestic support, export competition rules. 

FAO: food security monitoring, standards (Codex Alimentarius), technical assistance. 
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ECOWAS: Common External Tariff, regional integration (with implementation challenges). 

AfCFTA: continental free trade, progressive tariff elimination (with implementation 

challenges similar to ECOWAS). Export standards: SPS standards (food safety, plant/animal 

health; NAFDAC, NAQS enforcement); voluntary certification (organic, Fairtrade, 

GlobalG.A.P.) opening premium market access, often requiring cooperative support for 

smallholder compliance. 

3. Domestic institutions: government agencies (Federal Ministry of Agriculture, 

NAERLS/ADPs, SON, NAFDAC, FCCPC); historical marketing boards (dismantled 1980s 

onward); commodity exchanges (AFEX; addresses price discovery challenges); warehouse 

receipt systems (storage, collateral, deferred sale benefits); farmer organisations 

(cooperatives, apex bodies); private agribusiness and contract farming. Persistent challenges: 

infrastructure deficits, market information gaps, market structure/bargaining power issues, 

limited value addition, limited finance access (mutually reinforcing). Future directions: 

digital technology (mobile market information, e-commerce/disintermediation, digital 

finance, blockchain/traceability); policy directions (infrastructure investment, cooperative 

capacity building, value addition support, exchange/warehouse receipt expansion, trade 

framework engagement matched with domestic competitiveness). 
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Answers to Pilot Questions [Series 5] 

Part 5.1 

1. Comparative advantage states that a country benefits from specialising in producing and 

exporting goods it can produce relatively more efficiently (at lower opportunity cost) than 

other countries, and importing goods other countries produce relatively more efficiently, even 

if it could produce everything more efficiently in an absolute sense. It is relevant to 

international agricultural trade because countries differ in climate, soil, and factor 

endowments, creating natural specialisation opportunities, such as Nigeria specialising in 

cocoa production suited to its tropical climate while importing wheat better suited to 

temperate growing conditions. 

2. Three benefits: (1) Access to markets larger than domestic demand alone. (2) Access to 

products that cannot be efficiently produced domestically due to climate or other constraints. 

(3) Foreign exchange earnings from agricultural exports (or price stabilisation through access 

to a larger global market). 

3. Three export commodities: cocoa, cashew nuts, and sesame seed. Three import commodities: 

wheat, rice, and vegetable oils (or sugar, fish). 

4. A tariff raises the domestic price of an imported agricultural commodity, protecting domestic 

producers from foreign competition by making imports relatively more expensive, but raising 

costs for domestic consumers and for any domestic industries that use the imported good as 

an input. 

5. A tariff generates government tariff revenue from the trade restriction. An import quota 

transfers the scarcity value created by the limited import volume to whoever holds the import 

licence, rather than to the government, which can create opportunities for licence-related rent-

seeking if not transparently and competitively allocated. 

 

Part 5.2 

1. Three areas: market access (commitments to reduce tariffs and import barriers); domestic 

support (rules limiting trade-distorting agricultural subsidies); export competition (rules 

limiting export subsidies). 
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2. The FAO plays a complementary role to trade rule-making bodies through food security 

monitoring, agricultural statistics, technical assistance for agricultural development including 

marketing infrastructure, and development of international food safety and quality standards 

(often with the WHO through Codex Alimentarius) that influence export market access 

requirements. 

3. AfCFTA aims to create a single continental African market for goods and services, including 

agricultural products, by progressively eliminating tariffs on the large majority of intra-

African trade and establishing common trade rules. One challenge: practical implementation 

depends on addressing infrastructure gaps and non-tariff barriers similar to those that have 

constrained ECOWAS regional integration. 

4. SPS standards address food safety (e.g. pesticide residue limits, microbial contamination 

limits) and plant/animal health concerns (e.g. freedom from specific pests or diseases) 

required by importing countries. Two Nigerian agencies: NAFDAC (National Agency for 

Food and Drug Administration and Control) and NAQS (Nigeria Agricultural Quarantine 

Service). 

5. Three schemes: (1) Organic certification verifies production without prohibited synthetic 

inputs. (2) Fairtrade certification verifies adherence to social and economic standards 

ensuring fairer returns to smallholder producers. (3) GlobalG.A.P. certification verifies 

adherence to good agricultural practice standards covering food safety, worker welfare, and 

environmental management. 

 

Part 5.3 

1. Three agencies: (1) Federal Ministry of Agriculture and Food Security: sets overall 

agricultural policy direction including marketing-related policy. (2) NAFDAC: regulates food 

safety and quality, including registration of processed food products. (3) FCCPC: enforces 

competition law and consumer protection relevant to market structure concerns. 

2. Commodity marketing boards were government bodies that held monopoly or near-monopoly 

control over the marketing and export of specific commodities (cocoa, groundnuts, cotton), 

setting farmer prices and managing export sales. They were largely dismantled from the 

1980s onward through agricultural marketing liberalisation reforms, shifting marketing 

functions to private sector participants. 
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3. A commodity exchange provides a centralised trading platform where standardised, graded 

commodities can be bought and sold, generating transparent reference prices and connecting 

a wider range of buyers and sellers than fragmented physical markets, directly addressing 

market fragmentation, limited information flow, and lack of standardised grading discussed 

as price discovery challenges in Series 3. 

4. A warehouse receipt system allows farmers to deposit graded, quality-verified produce into a 

certified warehouse and receive a document certifying quantity and quality that can be traded, 

used as collateral, or redeemed later. Two benefits: (1) allows farmers to avoid selling at 

harvest-time low prices by storing and selling later; (2) allows farmers to access credit using 

the receipt as collateral without needing to sell the physical commodity at an unfavourable 

time. 

5. Contract farming is a formal agreement between a processor or large buyer and farmers 

specifying production requirements, quality standards, and often guaranteed purchase terms 

and input/credit support. Three challenges it can address: (1) price risk for farmers (through 

guaranteed purchase terms); (2) input access (through supplier-provided inputs or credit); (3) 

quality assurance for buyers (through specified production requirements). 

 

Part 5.4 

1. Four challenges: (1) Infrastructure deficits (roads, storage, electricity). (2) Market 

information and price discovery gaps. (3) Market structure concerns (monopsony/oligopsony, 

limited bargaining power). (4) Limited value addition (raw commodity exports) (or limited 

access to finance). 

2. Limited value addition represents a missed economic opportunity because a substantial share 

of Nigerian agricultural exports leaves the country in raw or minimally processed form (e.g. 

raw cashew, raw cocoa beans) rather than as higher-value processed products; processing 

domestically would capture more of the final product value within Nigeria, generating 

additional income, employment, and foreign exchange rather than exporting that value-

adding opportunity to processors in other countries. 

3. Three technologies: (1) Mobile market information services, providing real-time price 

information across multiple markets. (2) Digital marketplaces/e-commerce platforms, 

connecting farmers directly with buyers. (3) Digital financial services, using alternative data 

to assess creditworthiness for farmers lacking traditional collateral. 
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4. Digital marketplaces represent disintermediation because they allow farmers to connect 

directly with buyers (processors, retailers, or consumers), bypassing some traditional 

intermediary layers and potentially increasing farmers share of the final consumer price. Two 

challenges: (1) ensuring reliable logistics and delivery; (2) payment systems trusted by all 

parties (or reaching farmers without reliable internet access or digital literacy). 

5. Four policy directions: (1) Continued infrastructure investment (roads, storage, electricity, 

digital connectivity). (2) Strengthening farmer organisation and cooperative capacity. (3) 

Targeted support for value addition and processing investment. (4) Expanding commodity 

exchange and warehouse receipt system coverage (or continued engagement with 

regional/multilateral trade frameworks). 
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