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PROJECT PERFORMANCE AUDIT REPORT

NIGERIA
BIDA AND EKITI-AKOKO AGRICULTURAL DEVELOPMENT PROJECTS

(LOANS 1667 AND 1854-UNI)

PREFACE

1, This is a Project Performance Audit Report (PPAR) on the Bida and
Ekiti-Akoko Agricultural Development Projects, involving IBRD loans in the
amount of US$23.0 million for the Bida ADP and US$32.5 million for the
Ekiti-Akoko ADP to the Niger and Ondo State Governments of Nigeria. The
loans were approved on March 20, 1979 and May 27, 1980 and became effective
on April 25, 1980 and November 23, 1981 respectively. The full amount of
the Bida ADP loan was disbursed and US$18.1 million of the Ekiti-Akoko ADP
loan was cancelled on March 31, 1986 at the request of the Borrower. The
closing date of June 30, 1985 for the Bida ADP was extended to January 30,
1987 and the closing date of September 30, 1985 for the Ekiti-Akoko ADP was
extended to March 31, 1986. Final disbursements were made on January 30,
1987 for the Bida ADP and March 31, 1986 for the Ekiti-Akoko ADP.

2. The PPAR is based on the Project Completion Reports (PCRs) of the
projects prepared by the Agricultural Projects Monitoring and Evaluation
Unit (APMEU) of the Nigerian Federal Govermment, Bank Overview prepared by
the Africa Regional staff,l1/ the Staff Appraisal and President’s Reports,
the loan documents, the transcript of the Executive Director’s meetings at
which the projects were considered, on & study of project files, and
discussions with Bank staff. An OED mission visited Nigeria in June-July
1989 and discussed the effectiveness of the Bank’s assistance with APMEU,
Federal Agricultural Coordinating Unit (FACU), the Niger State Government
and the Ondo State Govermment. The mission met with a number of farmers
and field staff personnel in the two states. The kind cooperation and
valuable assistance of the Nigerian Federal Government, particularly APMEU
staff in Kaduna, and the Niger and the Ondo State Governments in the
preparation of this report is gratefully acknowledged.

3. The PCRs and Bank Overview provide a full account and assessment
of the project experience, including the performance of the Bank and the
project executing agencies. The PPAR elaborates on particular aspects such
as project design, concept, sectoral perspective, achievements, short-
comings, the need for integration in rural development projects and the
need for a process approach to rural development.

1/ Project Completion Reports: 1) Nigeria: BIDA Agricultural Development
Project (Loan 1667-UNI), Report No. 7315, June 1988; and ii) Nigeria:
Ekiti-Akoko Agricultural Development Project (Loan 1854-UNI draft under
preparation).



4. Following standard OED procedures, copies of the draft PPAR wera
sent to the Federal Government of Nigeria and the Niger and Ondo State
Governments. No comments were received on the PPAR. However, comments on
the Africa Region’s PCR Overview for Ekiti-Akoko ADP were received after
that report was sent for final processing before presentation to the Board.
Those comments have been attached to this PPAR since the Borrower commente
on the PCR Overview are a relevant audit issue.
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BIDA AGRICULTURAL DRVELOPMENT PROJRCT
—{LONN_AGCI-URLY

BASIC PATA SHEET
KEY PROJECT DATA
Appraissl Actual or Actual as X of
Iten Batimate ~ [Batimated Actual Appraisal Estimate

Total Project Cost (Naira Million) 41.8 52.4 125
Loan Amount (US$ mtllion) 23.0 23.0 100
Economic Rate of Return (X) 16 2.7 17
Number of Direct Beneficiaries 60,000 farm families n.s.

Appraisal Estimate (US$ m)

Actual (US$ m)

Actual as X of Appraisal
Estimate (X)

Date of final disbursement

(in US$ million)

FYse  Exsi  Eve2  Fy8)  pyes FY8S Y86 F¥S?

2.0 8.5 4.1 18.3 22.0 23.0 23.0 23.0
0 5.9 9.33 15.18 18.52 20.52 21.99 23.00

0 61 70 83 84 a9 96 190
January 30, 1987
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EROJECT DATES
Original
21" T Actual
First Mention in Files 07/02/76
Negotiations 01/137/78-11/13/78
Board Approval 03/20/2729 03/20/79
Signing 09717179
Effectivencas 06/18/79 04/25/80
Closing Date 06/30/85 01/30/87
S1aFF INPUTS
(staff weeks)

EY77 FY78 FEY19 FYsc E¥s1 EYa2 EYes Pyss EY8; FY86 Fy87 Iotal

Preappraisal 31.0 9.0 - - - - - - - - - 40.0
Appralisal - 92.9 6.1 - - - - - - - - 99.0
Negotiations - - 2.5 - - - 2.5

Supervision __ -, - 0.6 .68 183 8.1 9.3 _6.2 4.7 3.6 _1.8 _35.4

TOTAL 31.0101.9 9.2 6.8 14.3 8.1 9.3 6.2 4.7 3.6 1.8 19.¢
MISSION DATA
Specializa-
Date No. of Mandays tions Pexformance Types of
Mission {mo.[yr.) Persons in Field  Represented Rating __ Irend Problems
la Fi) le 13

Identification 10/76 n.a.

Preparation 02/77 n.a.

Appraisal 9-10/77 7 160

Supervision 1 07/79 2 6 8,0 2 - -
Superviszion 2 12/79 1 2 a 1 1 -
Supervision 3 02/80 2 6 c,d 2 2 0
Supervision 4 9-10/80 2 6 P 2 2 ¥F
Supervision S 02/81 2 10 c,d 2 1 F
Supervision 6 8-09/81 3 12 a,0,4 2 1 F
Supervision 7 05/82 2 10 a,d 2 2 F,T
Supervision 8 02/83 2 14 a,b 3 2 F
Supervision 9 09/83 1 ) a 3 2 F
Supervision 10 03/84 1 5 a 2 1 F.0
Supervision 11 10/84 1 E] a 3 2 F.M
Supervision 12 6-07/85 2 10 8,0 2 [e - ) 4
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OTHER_PROJECT DATA
Borrower: Federal Republic of Nigeria
Executing Agency: Bida Management Unit under Wiger State

Ministry of Natural Resources

lov-o 3
Name Murtistate Agricultural Dsvelopment Project (MSADP II)
Loan Number 2988
Amount (US$ millien) 85.2 '
Approval Date August 23, 1988

a = Agriculturist; b = Agric. Economist; ¢ = Financial Analyst; ¢ = Izrigation Engineer: O = Other.
1 = Problem-free or minor problems: 2 = Moderate problems: 3 = Major problems.

1 = Improving: 2 = Stationary.

F = Finsncial: M = Mansgement: T = Technical; O = Other,

New Form 590 in use that shows rating for overall status.

FEREE
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EEY_PROJECT DATA
Appraisal Actual or Actual as X of
Item Es.imate,  Estimated Actual Appraisal Estimate
Total Project Cost (US$ million) 80.5 Ja
Total Project Cost (Naira Million) 48.18 33.4 69.3
Loan Amount (US$ million) 32.5 14.4 46.3
Economic Rate of Return (X) 19.6 N.A.[b
Number of Direct Beneficiaries 70,000 24,000 34.0
T. ESTIMATED SB
(in US$ million)
E¥sl EYs2  Fyss EYs¢ Fvas [Eyss
Appraisal Estimate (US$ m) 2.5 14.2 19.2 26.5 32.5 32.5
Actual (US$ m) ] 0.9 6.1 11.7 13.02 14.4
Actual as X of Appraisal
Estimate (X) 0 6.3 31.8 33.2 40.0 44,3

Date of final disbursement March 31, 1986
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EROJECT DATES
Original
—Lhen Astual
First Mention in Files 07402176
Regotiations 11/13/79-11/16/79
Board Approval 05/27/80 08/27/80
Signing 12/15/80
Effectiveness 03/16/81 11/23/81
Closing Date 09/30/85 03/31/86
STAFF JNPUTS
(staff weeks)
EY?8 FY79 FYS0 EYs, FEysz EYSy E¥ss FYss FY86 Jotal
Preapp- /2 28.1 - - - - - - - 28.1
Appraisal -  64.4 - - - - - - 64.4
Negotiations - - 3.9 - - - - - 3.9
Supervisfon  _- _.= 1.1 .1.8 0.8 80 .68 &8 5.9 _39.2
TOTAL 28.1 64.4 5.0 1.8 10.8 8.0 6.8 4.8 5.9 135.6
MISSION DATA
Specisaliza-
Date No. of Mandays tions Performance Types of
Mission {mo.f/rx.) Persons  in Pield Represented Rating . Trend Problems
yI- le £ i3
Identification 10/77 4 96 a,b,0 - - -
Preparation n.a. - - - - - -
Appraisal 11/78 4 110 a,b,d,o - - -
Supervision 1 05/80 1 1 b 1 2 n.s.
Supervision 2 09/80 1 1 b 1 2 n.s.
Supervision 3 12480 1 1 b 1 2 n.a.
Supervision & 02/81 2 4 b,e 1 1 a.a.
Supervision S 06/81 1 1 b 2 b 0
Supervision 6 12/81 2 4 b,e 1 1 -
Supervision 7 05/82 2 4 ae 2 3 F,0
Supervision 8 10/82 2 & a,c 3 3 F,M
Supervision 9 05/83 1 7 a8 3 1 F,0
Supervision 10 7-08/83 1 7 a 3 2 F,0
Supervision 11 03/84 1 5 b 3 2 M
Supervision 12 08/84 1 5 a s 2 F.M
Supervision 13 09/85 1 5 b 3 /b - M
Supervision 14 02/86 1 3 b 3 /h - M
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OTHER PROJECT DATA
Borpower: Federal Republic of Nigeria
Executing Agency: Ekiti-Akoko Project Management Unit

under Ondo State Ministry of Agriculture
and Rural Development

Az elact ¢

Name Multistate Agricultural Development Project (MSADP III)
Loan Number

Amount (USS milliom)

Approval Date

Ja

EERlERRE

Actual project costs in US$ would be imprecise since the Naira devalued drastically during

the period of project impl.mentation.

Insufficient dats does not permit re-estimation of ERR at project completion.

Estimates.

3 = Agriculture; b = Agricultural Economist: ¢ = Financial Analyst; d = Irrigation Engineer; O = Other.
1 = Problem-free or minor problems; 2 = Moderate problams: 3 = Major problems.

1 = Improving: 2 = Stationary.

F = Financial; M = Management; T = Technical; O = Other.

New Porm 590 in use that shows rating for overall status (year 1983).
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PROJECT PERFORMANCE AUDIT REPORT

NIGERIA
BIDA AND EKITI-AKOKO AGRICULTURAL DEVELOPMENT PROJECTS
(LOANS 1667 AND 1854-UNI)

EVALUATION SUMMARY

Introduction
Jo This is the third audit of enclave agricultural development

projects (ADPs) in Nigeria. The earlier cluster audits and OED's review of
Nigerian ADPs in its Rural Development study highlighted the varying
experience of these ADPs and raised questions regarding the original
approach because of insufficient knowledge about the impact of these
projects. This report covers the Bida Agricultural Development Project
(BADP) in Niger State and Ekiti-Akoko Agricultural Development Project
(EAADP) in Ondo State. Both BADP .and EAADP were designed at the height of
the oil boom;, with initial implementation starting during the boom years
but most of the implementation taking place after 1982, at a time when
revenues from Nigerian oil exports declined dramatically. The fortunes of
Nigerian agriculture fluctuated with the increase or decrease in oil
revenues. The relatively weak position of the agricultural sector vis-a-
vis the oil-based sectcrs created during the oil boom years as a result of
distortions against agriculture (such as an overvalued exchange rate),
persisted even after the oil revenues dried up. Furthermore, the country
was going through a period of political changes at the time when these
projects were prepared and implemented.

2. However, despite the instability the Bank continued to make a
strong commitment to the ADP approach in the agricultural development
strategy of Nigeria. Bank-approved loans to ADPs comprised about two-
thirds of all Bank commitments to the agricultural sector in Nigeria since
1971, To date eighteen Bank-approved loans for ADPs in Nigeria amount to
US$1.2 billion (US$1.53 billion in 1987 constant dollars) for a total cost
at appraisal of US$2.84 billion (US$3.69 billion in 1987 constant dollars).

Objectives

3. Like the earlier ADPs, the primary objectives of both the Bida and
the Ekiti-Akoko ADPs were to increase food production and farm incomes
through improving the productivity of the land and labor of smallholder
farmers. The projects included: (i) a Basic Services Package (BSP)
consisted of the provision of improved seeds, timely planting and weeding,
uniform plant population, modest use of fertilizers and pesticides. BSP
depended critically on efficient input distribution and effective extension
service; and (ii) an Advanced Service Package (ASP), for progressive



farmers, included minimum tillage and associated chemical and weed control
measures, and better water control (BADP). BADP included significant
irrigation development and EAADP included poultry development; both
projects also included credit components.

Implementation Experience

4, BADP was expected to be completed in five years, but took an
additional 12 months. EAADP was scaled down substantially and the Bank
cancelled 562 of its loan amount. Both projects suffered from continuous
delays in state funding, particularly acute for EAADP. Federal Government
funds were irregular and subject to periodic delays as well. EAADP was
also plagued with acute shortage of qualified local senior staff and high
turnover of expatriate staff. Due to the State funding and staffing
problems the Bank cancelled an amount equal to US$18.1 million of its
original loan commitment of US$32.5 million. As a result, EAADP was scaled
down substantially and total project expenditures at completion were N 33.4
million compared to the appraisal cost estimates of N 48.2 million (US$80.5
million). BADP project expenditures at project completion were N 52.4
million compared to the appraisal estimate of N 41.8 million (US$64.4
million). The Bank loan of US$23.0 million was fully disbursed. Overall,
as implemented, actual project component expenditures for both projects
shifted from their SAR estimates, i.e., from agricultural components to
infrastructural components.

Results

5. Both projects had little impact on farming practices.
Agricultural Service components performed poorly. Extension messages did
not reflect farmers®' concerns. Messages were either inappropriate or
narrowly focused and tended to be confined to the use of fertilizers,
planting material and limited application of herbicides; research support
was weak and did not address the major constraints faced by the farmers.
The provision of improved quality seeds fared poorly; farmer demand for
project seeds was low largely because of farmers’ perception that the
genetic potential of seed variety supplied by the projects was inferior.
The poultry development component's (EAADP) attempts to promote broiler
chicken and egg production expended eight times more money than proposed in
the SAR. Less than 15% of targeted production was achieved.

6. The performance of Commercial Service components was also
disappointing. BADP’s construction of more than double the number of Farm
Service Centers (FSCs) proposed in the SAR on the basis of first year’s
sale of fertilizer was largely unjustified. EAADP built fewer FSCs than
had been proposed due to the small volume of input sales, storage
deficiencies and the small annual turnover of inputs that could not justify
the high construction costs. BADP sold much more (highly subsidized)
fertilizer than had been proposed and this can be considered to be one of
the main achievements of the project. However, EAADP sold very little
fertilizer despite the subsidies due to low farmer demand for fertilizer.
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The low demand was due to a number of reasons including farmers® perception
that yam and cassava (the principal project crops) did not require soil
rich in nutrients, their perception that the marginal returns to the use of
fertilizer did not exceed its marginal costs and yams cultivated with
fertilizer detracted from taste. The credit service component had not been
thought through and both projects administered minimal amount of seasonal
or medium term credit. Attempts at farm mechanization did not gain
farmers®’ acceptance due to unsound choice of equipment, and technical and
management lacuna. The tractor hire service (THS) proved to be
uneconomical. No one wanted tractors at real costs.

7. Infrastructure. There is a substantial difference in the quality
of roads built by the two projects. In BADP, road construction was
reasonably successful and one of the brighter aspects of the project.
However, rural road communication could have been improved if project
management had been more imaginative in maximizing road communication by
initiating small investments in connecting links between short obstacle
areas. In EAADP, due to unwise cost cutting the quality of roads built was
poor and the roads are now urgently in need of repair. The irrigation
systems built in BADP are not fully utilized by farmers--farmers only make
seasonal use of the irrigation schemes and no double-cropping is practiced.
The schemes are in need of maintenance and the almost casual use of the
facilities by the farmers probably explains why the assets are not being
maintained.

8. The usefulness of projects’ monitoring and evaluation (M&E) units
must be questioned. Msanagers most often relied on their own subjective
knowledge or separately developed reporting systems under their direct
control to arrive at critical choices and in managing the projects on a
day-to-day basis. However, the information gathered was useful,
particularly for BADP, in preparing the PCRs.

9. On-the-job learning for local staff from experienced expatriates
did not materialize. Expatriate staff who filled the management positions
were too concerned about getting the job done and in meeting the physical
targets set at appraisal.

Economics and Sustainability

10. The agricultural impact of the projects was difficult to measure.
The audit questions the validity of the data used by the PCR on crop yield
increases, the attribution of yield increases to the project and the
connection between fertilizer sold by the project and that used by project
farmers. The audit feels that the PCRs overstate the benefits from
increased crop yields and area covered by the projects.

11. For BADP, the audit accepts the Bank Overview’s perception that
some modest benefits were attained, but with the reservation that the
assumed benefits may still be overoptimistic on some commodities such as
rice and very optimistic in assuming sustained production increases. Based
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on more realistic estimates of benefits from fertilizer and irrigation than
those used in the PCRs, the economic rate of return (ERR) for BADP is re-
estimated to be close to zero. For EAADP, the audit has great difficulty
in finding any evidence of sustained increase in yields and production, and
is of the opinion that very little benefit can be attributed to project
activities. Since much of the agricultural aspects of the project was not
implemented and the "with project" data is faulty, no ERR can be reasonably
re-estimated.

Findings and Lessons

12, The projects provide further evidence of the type of problems
associated with the first generation of enclave ADPs in Nigeria. The main
conclusion is that the projects were optimistically designed to carry out
substantial developments before a sound "“take-off" base had been
established. The situation is characterized by the hurry to find new
projects, the haste to prepare and approve them and the speed in
implementing them. The complex nature of the projects prohibited an
emphasis on the core components and an integration of the various project
activities. The above were based on the assumption that any shortcoming
could be overcome by fielding expatriates. Most unfortunate is the fact
that because these projects were hastily prepared and implemented, they did
not themselves have the time to create the missing "take-off" conditions.

13. A lack of understanding of the existing farming systems and hence
the weak technical basis of the projects was the most serious problem
affecting their agricultural impact. In the end, the projects did not
change the farming practices in the two project areas. The projects’
assumption of the existence of technologies that would dramatically
increase crop yields and farmer acceptance of proposed extension
recommendation proved to be inaccurate. The benefits that were expected to
derive from either the range of simple technologies or the more advanced
mechanical cultivation did not materialize.

14, The projects demonstrate that:

i) The provision of expatriates of itself is no substitute for
sound situation analysis and no guarantee of success.
Indeed, the use of expatriates may well delay, rather than
accelerate the process of properly understanding complex
smallholder farming systems.

ii) The lack of appreciation in project design of the conditions
under which farmers live, farm and practice traditional
agriculture is a recipe for project failure. In both
projects, the lack of appreciation was indicated by the
projects’ assumptions of surplus labor during peak days in
the farming season and the advocacy of sole-cropping as
opposed to mixed cropping.
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iv)

v)

vi)

vii)

viii)

ix)

x)
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Project design was overly optimistic with regard to yield
increase expectations. The project interventions did not
Juetify these expectations in this type of agriculture.
Furthermore, "sole crop yield equivalents" are simplistic in
the context of consortia of crops. Both suggest an inability
by the appraisal mission to cope with the complexity of the
smallholder agriculture that the projects were attempting to
assist,

The failure of the technical package which included
inappropriate extension messages and the poor quality of
improved seeds provided by the projects adversely affected
the agricultural impact of the projects.

It 1is difficult to implement projects in states which have
little commitment to the projects. The absence of commitment
of the states (especially EAADP) was evident from their lack
of participation at the design stage and the lack of any
important communication between the Bank and the two State
Governments regarding project identification and preparation.

The project management firm's (EAADP) decision to undertake a
series of poorly thought through investments was indicative
of its lack of financial astuteness.

Although lack of state funding was an important contributor
to the failure of EAADP, responsibility must also be shared
by the Bank and the project management firm. The Bank
bernause it was aware of over-commitment of state funds at the
time of design, but still went ahead with project approval.
The project management firm missed the opportunity of
implementing a modified project with limited funds, but chose
instead to misdirect much ~f the finance that was available
to it.

Bank supervision for EAADP was seriously inadequate. The
Bank provided only 44 man-days of supervision in the field
during the five years between loan effectiveness and closing
for a multicomponent, complex project.

A "blueprint" approach to rural development, because of the
built-in rigidity and the adherence to physical targets set
in the SAR (often without regard to actual costs), is more
likely to encounter serious problems particularly when the
original objectives and technical basis of the projects are
seriously in doubt.

One project (BADP) was relatively successful in two
independent activities--distribution of highly subsidized
fertilizer and rural road construction. However, neither
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project undertook any programmed area development or serious
integration of project activities and as such there was no
targeted bemeficiaries. Instead, beneficiaries arose
somewhat incidentally, e.g., fertilizer was not used on
targeted, desired crop patterns on land belonging to
identified target farmer groups.

15. It is not clear how the repeated leseons of experience have been
incorporated in practice in the new statewide programs (although some
lessons have been addressed in the SARs of follow-on statewide program)
that the Bank is supporting in Niger and Ondo States. Due to the
significant doubts about the enclave ADPs raised by this and other audits,
and the even larger scale of operations involved, an immediate review of
the statewide programs is recommended.



PROJECT PERFORMANCE AUDIY REPORT

NIGERIA
BIDA AND EKITI-AKOKO AGRICULTURAL DEVELOPMENT PROJECTS
(LOANS 1667 -UNL AND 1854-UNI)
I. BACKGROUND
Intreduction
1. This is a combined audit of the Bida Agricultural Development

Project (BADP) in Niger state and Ekiti-Akoko Agricultural Development
Project (EAADP) in Ondo state in Nigeria. This is the third cluster audit
of agricultural development projects in Nigeria. The first three projects,
Funtua, Gusau and Gombe Agricultural Development Projects, in northern
Nigeria were audited by OED in 1982.1 since then OED audited the fourth
and fifth of the_ series--Lafia and Ayangba Agricultural Development
Projects--in 1985.2 In addition, OED reviewed in 1988 the experience of
Nigerian agricultural development projects (ADPs) in its Rural Development
study.

2. Given the varying experiences of the earlier ADPs and the
continuing question regarding the validity of the original approach because
of insufficient knowledge about the impact of these projects, OED decided
to audit the BADP and the EAADP. These projects dre the sixth (BADP) and
the ninth (FAADP) of the series; they were approved in 1979 and 1980 and
implemented during 1979-87 and 1981-86 periods respectively. The seventh
(Ilorin ADP) and the eighth (Oyo North ADP) have not been completed. EAADP
is the last of the enclave ADPs supported by the Bank in Nigeria. Since
then all these enclave projects have been expanded into state-wide
programs. The Bank has been supporting state-wide and multi-state lending
operations since 1981. With the approval of the Third Multi-State ADP in
April 1989, Bank-financed ADPs now cover all twenty-one states in Nigeria.

“Prolests OED Report No 3975, Jume 16, 1082,
All three projects were approved at the end of 1974 and 1mplemented
between 1975 and 1981.

ent P »“OED Report Wo. 5972, December 16,
1985. Lafia and Ayangba projects were approved in 1977 and 1mp1emented
between 1977 and 1984,

Operations

Evaluation Departmenc April 1988 pp' 7& 82
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3. The Bank has made a strong commitment to the ADP approach in the
agricultural development strategy of Nigeria, committing and disbursing
large sums of money since 1974 when the first three ADPs were launched;
even greater funds have been supplied by the Nigerians themselves during
this period. To date eighteen Bank-approved loans for ADPs in Nigeria
amount to US$1.2 billion (US$1.53 billion in 1987 constant dollars) for a
total cost at appraisal of US$2.84 billion (US$3.69 billion in 1987
constant dollars). Bank-approved loans to ADPs comprise about two-thirds
of all Bank commitments to the agric.ltural sector in Nigeria since 1971.

Economic Environment at the Time of Project Design and Implementation
4, An appreciation of the enviromment within which these ADPs were

designed and implemented would be an appropriate prelude for discussing
many project issues. At the time of project appraisal the Federal
Govermment of Nigeria (FGN) was in a strong financial situation due to the
abundance of oil revenues in the economy. Both BADP and EAADP were
designed at the height of the o0il boom. The subsequent rapid dissipation
of the oil revenues within such a short period of time was, understandably,
not foreseen. Initial project implementation was during the boom years,
but most of the implementation took place after 1982, at a time when the
bottom had fallen out of the Nigerian oil exports.%

5. Since the early 1970s the fortunes of Nigerian agriculture
fluctuated with the increase or decrease of oil revenues. The oil bonanza
for Nigeria began in 1974 and lasted till 1982 with a dip in 1978. 0il
became the single most dominant factor in the Nigerian economy. The
increasing importance of oil was accompanied by stagnating agricultural
production. Agriculture’s share in GDP declined from 45% to 27% and its
share of exports fell from 70% to_a mere 2% by 1981; oil provided 96% of
Nigeria's export revenues in 1980.2 The increasing oil revenues led to an
appreciation of the Naira and declining terms of trade for agricultural
exports, which led to a drastic fall in the value of exports of crops such
as cocoa, rubber, oil palm and groundnuts. For food crops, the production
effects were less severe. However, during this period FGN supported a

4/ The decline in oil prices since 1982 has decreased o0il revenues from
US$25 billion at the peak period to as low as US$6 billion in 1986.

MSADP I1I Staff Appraisal Report, April 7, 1989, p. 3.

eria; Strat icultural wth, West Africa Agriculture
Operatior< Department, June 30, 1989.

6/ The poor quality of Nigerian food crop data has been pointed out in a
number of World Bank reports (e.g., Strategy for Agricultural
Development 1989; Agriculture Sector Review 1987; Agriculture Sector
Memorandum 1985; and Agricultural Pricing Policy Report 1985).
Estimates by FAO for the seven main staple food crops show an average
increase of 1 to 2 percent per annum during this period.
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policy of cheap food for urban consumers through minimal import duties. As
a result, food imports increased substantially and the food import bill
jumped thirteen-fold in current dollars from 1971 to 1981.7 The increased
food imports, financed almost entirely through oil revenues, had the effect
of depressing food prices in relative terms. Thus the exchange rate and
trade policles operated jointly to the detriment of the agriculture sector
and to the benefit of the oil-based sectors. Furthermore, the sharp rise
in public sector and urban real wages led to rural out-migration, affecting
the agricultural sector even more seriocusly.

6. After 1982, when oil revenues declined the environment for
agriculture changed remarkably. Food imports dropped sizably as FGN
imposed outright bans on rice, maize and vegetable oils in 1985; followed
by bans on wheat imports in 1986 and barley in 1988. During the entire
period, focd prices were extremely volatile. A drought in 1983 caused food
prices to shoot up, but with the good harvests in 1984 and 1985 prices fell
sharply. Due to the sharp price variations over the years, producers have
continmuously received inconsistent and mixed signals from the market, as a
result of which they have often responded cautiously.

7. In 1986, after consultation with the Bank and IMF the FGN launched
a Structural Adjustment Program (SAP). A number of policy measures of the
SAP had important implications for the agriculture sector. Most important
was the introduction of a market-determined exchange rate which partly
corrected the seriously overvalued Naira and removed major distortions in
the incentive structure for producers and exporters.8 This still left the
Naira more than 60% overvalued, Other changes that affected the
agricultural sector included tariff and export policies. Policies specific
to the agricultural sector included abolition of commodity marketing
boards, removal of special interest rates on rural loans, emphasis on
agricultural credit, emphasis on increased role of the private sector in
agricultural production, processing, distribution and marketing and the
already mentioned ban in imports of rice, wheat, maize, wvegetable oil,
poultry and enimal feed. A contentious issue regarding fertilizer
subsidies has been specifically addressed under the Fertilizer Imports Loan

7/ Nigeria Agriculture Sector Memorandum, 1985.

8/ The value of the Naira (N) relative to the US$ depreciated from N
1.0=US$1.0 in mid-1986 to N7.3=US$1.0 in July 1989 after having
depreciated to N7.5=US$1.0 in early 1989. Though officially described
as "market based" it is not possible to buy dollars freely at this rate.
The early 1989 free market rate was N12.2=US$1.00.



-l -

(Loan 2345-UNI).9 The effect of these changes has been beneficial to the
cash crop subsector since export prices in local currency rose; and with
the abolition of the marketing boards, the price increases were directly
passed on to the farmers. The effect of policy changes on food crops is
less clear so far. Food prices rose sharply in 1988 partly as a result of
long term price adjustments and partly because of the short term effects of
the 1987 drought., In mid-1989 food prices were continuing to increase.
The supply response to these price increases is still not fully evident and
it will depend on how farmers view the permanence of these price increases.

8. The economic enviromment was not the only arena subject to
instability. Not least important were the political developments within
the country since the early 1970s. The govermnment of General Gowon was
succeeded by that of General Murtala Mohammed in July 1975 which lasted
only seven months. In February 1976, General Obsanjo replaced General
Murtala Mohammed as head of state, and he stayed in office till October
1979 when a civilian government took over. The civilian govermment of
President Shehu Shagari lasted from October 1979 to December 1983 and he
was replaced by the military govermment of General Buhari who remained in
office till August 1985. General Babangida’s present military government
has been in power since August 1985; it introduced the SAP policies and
other agriculture policy changes. In addition, new states have been
created, once in 1976 (from 12 to 19 states) and again in 1987 (from 19 to
21 states). With the creation of more states the relationship between the
states and the federal government became more compl«::x.10 Bank staff had to
deal with new state governments and inexperienced staff in their
agriculture ministries. At the same time there has been a proliferation of
new organizations associated with the ADPs which have been competing for
funds and vying for power. It has_ not always been obvious why some of
these ADP organizations were formed.1l  These political and institutional
changes have had important implications for agricultural policy and the
implementation of the ADP strategy. The varying commitments of successive
governments and their ability to undertake difficult policy decisions
affecting agriculture have been felt by all ADPs implemented during this
period. As a result of this instability, it is often argued that the

9/ Under this loan the financial subsidy for fertilizer was reduced to
below 30% in 1985 from as high as 75-80% in the late ’'70s and early
‘80s, However, following the depreciation of the Naira over the last
three years, the failure to adjust nominal prices of fertilizer has
raised the effective subsidy to around 75% once again. The policy
justification for this SECAL has thus not been maintained.

10/ A good discussion of this may be found in
Nigerian Agriculture, F. S. Idachaba (MADIA study), 1989.

11/ Nigeria Institutional Review, David Steedman, Draft Report, May 1988.
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Nigerians and Bank staff have preferred in tr- past to oplerat:e through
semi-autonomous project units for the implement.. on of ADPs.

9. The project originally conceived in Bida was for rice development,
as a follow-up to the Bank financed Rice project (Loan 1103, in Anambra/Imo
and Cross River states). In July 1976, Bank staff proposed that all
aspects of agricultural development should be incorporated including upland
rainfed cropping and the proposed project should be a general agricultural
development type project.

10. Project files suggest that Bank thinking was very much influenced
by the initial success of the first three ADPs in the north and Bida and
Ekiti-Akoko projects were to be replications of the original enclave ADPs
in other ecological and farming zones. The Federal Govermment’s objectives
vere to increase food supply, particularly to the rapidly expanding urban
centers, increase farm incomes and reduce the urban drift of the rural
population. Earlier attempts to achieve these objectives of the Federal
Government were described, in a Bank memo as unlikely to succeed due to "a
virtual total absence of vital management skills, administrative and
logistical support®. The Federal Government’s objectives were
complementary to the Bank’s, and some common ground existed between them.
However, project files show no important communications between the Bank
and the two State Governments regarding identification and preparation of
both projects and the states appear to have been left out of this process.
This raises considerable doubt regarding the commitment of the states to
implement projects where they had little say in project design.

11. The identification mission (October 1976) for BADP and EAADP said
that "Development objectives would be aimed primarily at the basic
essentials necessary for improvement of farm incomes. Emphasis would be
placed on investments that would give relatively quick short term returns,
but would at the same time provide the means for longer term and more
sophisticated farm development”. The short-term gains would be based on
technical packages involving mainly the application of fertilizers,
improved seeds and better extension. In the long term, the identification
mission noted that "Nigerian agriculture would have to be supported by
advanced technologies that would circumvent the high cost of labor and
provide attractive farm income. Thus greater use of tractor cultivation,

Jure 1989, pp 2o .
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minimum tillage techniques, herbicides and other sophisticated systems are
required and need to be properly identified". Project files indicate that
by late 1977, the ADP development strategy was evolving, despite the lack
of an overall strategy for projects financed with Bank assistance. Much
faith began to be placed on the newly elected Local Government Councils
(1GC). The new strategy would relate the Project Management Unit (PMU)
approach directly to the 1GC. PMU would function "as a contractor to
establish the basic agricultural and rural support services in a selected
area, at the same time provide the facilities to assist in the training of
selected LGC staff so that at an appropriate time the LGC could take over
the development functions performed by PMUs",

bie () s

12. Like the earlier ADPs, the primary objectives of both BADP and
EAADP were to increase food production and farm incomes through improving
the productivity of the land and labor of some 60,000 (BADP) and 70,000
(EAADP) farm families, most of whom were cultivating less than 3 ha of
land.

13. Specifically, BADP was to cover a total area of 60,600 ha where
55,000 farm families (39,600 ha) would benefit from a Basic Service Package
(BSP) designed to effect simple improvements to the traditional system of
production and 5,000 farm families (21,000 ha) would benefit from an
Advanced Service Package (ASP) involving more intense implementation of the
improved technology, involving changes in cropping systems and farming
practices. BSP would increase production of rice, sorghum, groundnuts,
bambara nuts, yam and cassava; ASP would increase production of rice,
maize, cowpeas and cotton. About 47% of the project benefits were expected
to come from rice (26%) and yam (21%); sorghum (12%), cotton (12%) and
maize (11%) were the other main crops expected to add to the bulk of
project benefits.

14. EAADP was to cover about 40,500 ha where 65,000 farm families
(29,000 ha) would benefit from a BSP and 5,000 farm families (11,500 ha)
would benefit from an ASP. BSP would increase production of maize, yam,
cassava, rice and cowpeas; ASP would increase production mainly of maize,
rice and cowpeas. About 68% of the project benefits were to come from yam
(43%) and cassava (25%); other important sources of project benefits were
maize (11%), eggs (11%), rice (6%) and cowpeas (3%).

13/ BADP Staff Appraisal Report included increased production of cotton
(rp. 18, 30). It turns out that cotton was not grown in Bida at the
time of project appraisal, although the SAR expected a 1508 (p. 30)
increase in cotton yields with the application of the ASP. Cotton is
still not grown in what was the BADP project area.
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15. BSP would consist of the provision of good quality seeds of
improved variety, more timely planting and weeding, more uniform plant
population, modest use of fertiiizers and pesticides. BSP would depend
critically on efficient input distribution and effective axteniion service.
The ASP, meant only for the progressive farmers, would iatroduce more
advanced systems including minimum tillage (to be provided by the tractor
hire unit) and associated chemical and weed control measures for both
mechanized and manual farming systems, and in the case of irrigated farms
(BADP), better water control.

16. In addition, BADP included significant irrigetion development and
credit components (paras. 52-53). [EAADP included a poultry development,
water supplies and credit components (paras. 37, 85-88).

17. Both BADP and EAADP were designed to include the following core
elements: i) an input distribution (improved seeds, fertilizer, pesticides,
etc.) and delivery system facilitated through a network of farmer service
centers; 1i) extension and training systems complemented by adaptive
research; 1iii) construction of rural roads to facilitate input delivery and
marketing; and iv) project specific management and built-in monitoring
based on expensive expatriate staff.

18. Thus the design of both projects, on the agricultural side,
assumed that production technology existed and it was simply a matter of
disseminating the message to farmers by improving extension and input
delivery services. An important assumption was that the proposed
recommendations of the BSP would nearly double crop yields and that farmers
would therefore adopt the extension messages. Another basic assumption,
identified by the PCR Overview for BADP, was that farming families in both
projects had surplus labor available at critical points in the farming
season that would be used to intensify production per unit of land. On the
project organizational side, the establishment of a semi-autonomous PMU was
expected to help implement the physical infrastructure components
effectively. Any shortcomings in design could be overcome by extensive
expatriate technical assistance.

19. The audit of the Lafia and Ayangba ADPs pointed out that internal
review of these two ADPs within the Bank during mid-1976 revealed an
uneasiness among project stafi about the design of ADPs, the policy settin§
and the role of the series of ADPs in Nigeria's agricultural development.l

Concerns were expressed over fiscal burdens, distorted incentives created
by fertilizer subsidies, organizational arrangements that in effect created
a parallel govermment, sustainability, lack of institutional considerations
or improvements, inadequately defined technical packages and their labor
requirements in relation to labor supplies, inequitable income distribution
effects of some important project components, etc. The most serious

14/ PPAR No. 5972, pp. 20-21.
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concern, however, was the audit’s observation that "little resulted from
this criticism" (p. 21, para. 73).

20. The internal reviews of BADP and EAADP, conducted in mid-1978 and
mid-1979, again aighlighted some already familiar issues and raised new
ones: the states’' ability to provide counterpart funds (particularly for
Ondo state for EAADP), absorptive capacity of the states with regard to
institutional and administrative impediments, risks associated with the
proposed minimum tillage technology, unduly complex organizational
framework for administering farm credit, questions regarding degree of
collaboration between the Bank’s agricultural projcct staff and staff
specialized in road building and rural water supply, expatriate staff and
post-project sustainability. One reviewer noted that the projects did not
adequately treat the problems arising from the situation in Nigeria with
respect tuv exchange rate policy and domestic inflation and how the
justification of the projects would be affected by both.

21, The FAO/World Bank Cooperative Program (FAO/CP) who were asked to
comment on the draft SAR expressed serious concern. The FAQ/CP review
noted the very high proportion of costs for salaries and allowances for
both expatriate and local staff (including staff housing, storage
facilities, vehicles, etc.) as well as the corresponding recurrent costs,
In spite of the modest prospects for an increase in agricultural
production, project costs were relatively high. The reviewers concluded
that it would be preferable, as an alternative to this type of a project in
Nigeria, to progressively build up local administration by in-service
training of staff as this would reduce the very large component of foreign
expertise. A training program together with limited technical assistance
and progressive expansion and equipment of extension services and adaptive
research, along the lines defined for a number of states in India was
proposed; although slower this was expected to have a more lasting impact.
The smaller number and cost of components would have avoided the need for a
large number of expatriates and their possible rejection by the local
population.

22. Although a host of concerns were expressed during internal review
of both projects, two subsequently important issues did not feature
prominently at the time. First, reviewers hardly questioned the
feasibility of appraisal crop yield projections for BSP--the very basis of
project benefits and future sustainability. Second, they raised hardly any
queries regarding the .complex integrated approach in either project.
Unfortunately these projects could not incorporate the lessons of past
experience since both projects were appraised at a time when the longer-
term results of the earlier enclave ADPs had not yet come in.

i D Revie

23. The varying performance of ADPs in Nigeria are nowhere more
clearly portrayed than in past OED audits. The cluster audit of the first
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three northern (Gusau, Gombe and Funtua) ADPs in 1982 hailed these projects
as "most successful®.l> There were two main reasons for this s.ccess.
First, the tightly organized expatriate PMU enabled the physical
infrastructure components to be completed rapidly and at a reasonable cost.
Second, the timely extensive distribution of fertilizer ensured increased
agricultural productivity in years when rainfall was not a limiting factor.
The audit concluded that the projects demonstrated that with the right
combination of technical and managerial factors, farmers could be drawn
back into food and industrial crop production. The audit took the view
that a semi-autonomous project unit wes "necessary to achieve a telling
production impact”. The PCR re-est’. .ates of economic rates of returns
(ERRs) fall in the acceptable range of 13% to 16%.16 However, the audit
pointed out that some components of the projects did not achieve the
desired impact. Seed production exceeded demand and absorbed much
financial resources; the extension service was not fully effective due to
organizational shortcomings and absence of technical packages for mixed
cropping; and flow of fertilizer resulted in alternate shortages and
oversupplies and the types of fertilizers provided were not justified on
purely agronomic grounds. In spite of the generally positive attitude
expressed in this audit, it is quite apparent that the agricultural aspects
of the projects did not perform satisfactorily.

24. The second cluster audit of the fourth and fifth (Lafia and
Ayangba) ADPs took a much more critical view. The overall conclusion was
that the various benefits of the two projects were disproportionately small
in relation to their costs. The audit while acknowledging that both
projects were adversely affected by serious state and federal fundings
problems, since the projects were implemented during a period of transition
to reduced oil revenues, attributed the problems to design of these
projects and the Bank’s performance in respect of it, Tha audit pointed
out that "both projects proved to be too large: they had too many
components, their enclave nature and costs implied a development intensity
that could not be replicated and their scale should have been more
cautious in view of the uncertainties regerding technical packages". It
concluded that the core elements of the basic service package (feeder
roads, input supply and extension) were not as integrated in practice as
implied in the design of the projects. The audit noted that the choice of
autonomous IMUs to execute the projects proved effective for efficient
implementation of infrastructure components. Clearly, this involved a
trade-off between efficient physical project implementation and the lack of
absorption of management into government’s line agencies upon project

15/ PPAR No. 3975, pp. 2-4.

16/ The audit did not re-estimate ERRs for the three projects. However,
the ERRs re-estimated in the PCRs are challengeable on the grounds that
most of the agricultural components of the projects did not achieve
their targets.
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completion. The audit also suggested that the expected responses to
fertilizer were exaggerated due to a failure to anticipate behavioral
distortions caused by the huge fertilizer subsidies. The audit concluded
that formal training of some project staff would have been preferable to
the pro’ects' arrangement for "counterpart® traiaing during implementation
by internationally recruited staff which was alien or redundant to existing
systems of selecting local staff candidates for eventual promotion.

25. OED's Rural Development study‘’s review of the experience of the
on-going ADP program in Nigeria arrived at conclusions that were very
similar to the project specific findings of the second cluster audit.
However, the conclusions were even more broadly based because they related
to the on-going program as well. The RD study was even more critical in
respect of i) the lack of viable production technologies to justify the
scale and size of projects; ii) the implementation of the projects via
semi-autonomous PMUs and the associated problems of post-project
development; iii) the use of large numbers of expatriates and the poor
impact on indigenous institutions; and iv) the failure of M&E in the ADPs
on the basis of results that are needed, used and cost-effective. Finally,
the study raised substantial doubt about the validity of the original ADP
approach to agricultural development, and questioned the expanded lending
while there still remained insufficient knowledge about the impact of these
projects.

III. PROJECT IMPLEMENTATION AND ACHIEVEMENTS

26. SAADP started slowly and faced two serious problems that affected
implementation from the outset. First, the lack of Ondo State Government
(ONSG) funding was a continuous problem during the entire period of project
implementation. Instead of providing N16.7m as proposed in the Loan
Agreement, ONSG provided only N6.4m, and that too, was provided at
irregular intervals and on a less favorable schedule, thus making the

comparisons in real terms even more marked. In real terms the latter
figure is even smaller. Although the FGN provided 97% of its expected
contribution, disbursements were slower than planned. Project files

indicate that the Program Manager was seriously handicapped by the acute
shortage of ONSG funds, and that he spent an inordinate amount of his time
in trying to secure the funds originally committed to the project by ONSG.
Second, an acute shortage of qualified local senior staff and high turnover
of expatriate and local staff created serious staffing problems during the
entire period of project implementation. The quality of expatriate staff
managing the project appears to have been questionable. However, ONSG
unwillingness to pursue international recruitment for half of the 14
positions and its preference for local unqualified staff affected project
performance even more seriously. The problems with staffing and state
government funding which plagued the project reflected the state
government'’s lack of commitment to this project (para. 10).
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27. The loan agreement for EAADP was signed in December 1980, and the
project became effective in November 1981, three months after the
expatriate project manager arrived on site. The state government entered
into an agreement with a management consulting firm to implement the
project for a period of three years (1981-84). During this period key
positions were filled by expatriates recruited by the firm. However,
regular turnover of expatriate staff left little continuity and adversely
affected project implementation. Furthermore, some key positions remained
vacant and others were filled by unqualified staff. The Bank took a firm
stand in November 1985. After repeated requests to fill the positions went
unheeded, the Bank finally cancelled the outstanding amount of US$18.1m of
its original loan commitment of US$32.5m. The Bank loan was closed in
March 1986, six months after its original closing date.

28. EAADP project costs at appraisal were expected to total US$80.5m
or N48.2m (including contingencies) but actual expenditures at the time of
project completion amounted to N33.4m.17  Actual project component
expenditures for three components were higher than appraisal estimates.
These were project management and administration with 80% higher
expenditures, civil works (roads, water supply, buildings and workshops)
with 8% higher expenditures and consultancy services with 134% higher
expenditures., Major shortfalls in actual expenditures were for those
components that directly affected agricultural production and processing.
Actual costs for the commercial services component (including farm inputs
such as fertilizer and seeds) was 68% lower than SAR targets, M&E was 47%
lower, training was 41% lower and technical services (including extension,
farm management, and seed multiplication) was 18% lower (PCR Vol III, p.
168). These changes suggest that the project as implemented emphasized
agricultural production much less than the SAR had proposed. The
agricultural aspects of the project comprised less than 30% of total actual
expenditures, whereas just the engineering aspects of infrastructure
components were &45% (compared to 30% at appraisal). Furthermore, an
additional 20% of actual expenditures were for project management,
administration and consultancy services to support the engineering aspects
of the project.

29. BADP started off well and a number of activities including staff
recruitment were initiated before the project was declared effective in
April 1980. At the time of loan effectiveness the project had been in
operation for six months, the expatriate project manager having arrived in
October 1979. The project was expected to be completed in five years but
took an additional 12 months. The FGN provided most of its expected

17/ An estimate of actual costs in US$ terms would be imprecise since the
Naira had devalued from US$1=NO.6 at the time of appraisal in 1978 to
US$1=N1.35 at the time of project completion in 1986. For accounting
purposes one would have to know the precise dates of the actual
expenditures and the going exchange rates. In any case, what it does
suggest is that the project was scaled down substantially.
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contribution with periodic delays in the release of funds. The Niger State
Government (NSG) provided 16% higher than its expected contribution in
nominal terms. However, continuous delays in local funding, especially at
critical periods of project implementation (1982 and 1983) resulted in
extending the period of project implementation.

30. BADP project costs at appraisal were expected to total US$64.4m or
N4l.8m (including contingencies) but actual expenditures at the time of
project completion amounted to N52.4m. Actual project component

expenditures were generally in line with SAR estimates, although in this
project, too, there was a shift in actual expenditures from its SAR
estimates, i.e., from agricultural components to infrastructure components.
However, the shift in actual expenditures in favor of infrastructure
components was smaller than in EAADP. Actual expenditures for technical
services (including extension, agricultural services, farm management and
trials and land use planning cost centers) as a proportion of total actual
expenditures was 14% compared to SAR target of 18%, and for infrastructure
was 38% compared to SAR target of 35% (PCR Vol V, p. 6-7). Again, this
project like the earlier enclave ADPs comprised substantial infrastructure
components; the costs of the agricultural components were really quite
small relative to total project costs. There were also significant
deviations from the SAR in the pattern of capital and current expenditures.
Capital costs were 84% of SAR estimates while recurrent costs were 160% of
SAR estimates.

A, ricu X ec! e
1) Extension and Adaptive Research
31. As mentioned above the agricultural components of EAADP were

scaled down. A number of key extension staff positions were not filled
during the life of the project. Some changes to the organization of
extension services staff were made in the hope of improving the quality of
extension but these changes failed to produce any results. The SAR target
for an extension worker:farmer ratio of 1:400/600 was never reached; in
1984 the project reached a ratio of 1:1200 and in 1986 when the project was
completed this ratio had declined to 1:2273 (PCR Vol I, p. 32). For BADP,
the SAR target for an extension worker:farmer ratio was set at 1:500. The
PCR claims that between 1:600 and 1:850 was reached (PCR Vol I, p. 42).

32, Several different techniques for extending messages to farmers
were used, such as demonstration plots, group farms, farm visits and field
days held at demonstration plots, farmers training and farm management
services for large farmers using the ASP. However, despite the different
techniques used and the favorable ratio of extension workers to farmers for
BADP, extension appears to have had very little impact on farming practices
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in either project.18 The main problem was that extension messages were
inappropriate and did not reflect the farmers’ concerns. For instance,
demonstrations were based on sole cropping whereas farmers practiced mixed
cropping, an issue that has also been pointed out in the audits of five
previous ADPs. A number of other problems rendered the extension component
ineffective. Project supervisory staff did not routinely visit or
undertake to properly supervise village level workers and the quality of
their in-service training was poor; extension messages were narrowly
focused and tended to be confined to th use of fertilizers, planting
material and limited application of herbicides; research support was weak.
A large number of research trials were conducted in both projects, but
these did not address the major constraints faced by the farmers.l? Both
projects, {(BADP, in particular) established close links with the
International Institute of Tropical Agriculture (IITA) and three national
research institutes. However, little new information was developed that
was of any use to farmers in changing their farming practices or in
increasing production. EAADP faced an additional problem because farmers
in the project area produced both food crops and tree crops. Farmers had
to constantly evaluate their decision of whether to allocate their labor
and land to meet family subsistence needs or earn cash income, albeit at a
higher risk. However, extension messages were confined to food crops only,
and failed to address farmers’ total concerns which involved acknowledging
the choices they faced in allocating their labor.

33. The audit mission gained the impression that senior and junior
extension staff met in the field were generally disappointing both
technically and in their approach to the task of extension. They
possessed: a) limited knowledge of optimum growing practices; b) poor
knowledge of fertilizer types, usage and results therefrom; c¢) limited
knowledge of their potential clientele, i.e., little idea of how many
growers were in their area of responsibility and how much of any crop was
grown; d) almost no ability to assess likely crop yields from standing crop
situations with any degree of reliability (yet it is their assessment of
yields which is used in later years in arriving at project benefits); and
e) for measuring extension effect staff relied mainly on stereotyped

18/ The Bank Overview of the BADP PCR concludes that: “The project
demonstrated that simply increasing the staff to farmer ratio,
reorganizing the service and providing mobility do not necessarily lead
to improved performance in the absence of staff motivation. This is
best stimulated by the effectiveness which derives from providing a
service based on a genuine understanding of and response to farmers
constraints.*®

19/ BADP PCR concludes that "the research program was influenced more by
the aggressiveness of external research institutions than by the
identified location specific problem" (PCR Vol I, p. 45).
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"demonstration” plots or an existing contact group (all groups to whom the
mission was taken had been formed many years before either project was
started).

1i) Seed Multiplication and Processing

3. The provision of improved quality seeds was another component in
which both projects performed poorly. In BADP, large quantities of seeds
were produced in the early years, but due to extremely low demand the
quantity of seeds produced during the fifth year of the project was less
than 5% of SAR targets. 1In EAADP, a seed processing plant was installed.
It was planned to process 1,500 tons of seed armually, but in the three
years after installation less than a total of 287 tons was processed. This
iz less than 7% of annual targets, Here also, the problem was little
demand by farmers.

35. Low farmer demand for these seeds, despite huge subsidies, is
largely explained by the poor quality of "improved" seeds processed by the
projects. The PCRs state that the seeds actually offered were not better
than those the farmers themselves produced (BADP PCR p. 46, para. 5.5.9).

36. The BADP PCR Overview points out the reasons for the low
acceptance of project seeds by farmers and these apply equally to EAADP
(Overview p. 3, para. 6). The issue concerns the farmers'’ perception that
the genetic potential (relating to storage, date of maturity, suitability
for intercropping and yields) of seed variety supplied by the project was
inferior in quality than their own seeds. It i{s not always easy for a
large scale operation to compete on quality grounds with a farmer who is
carefully choosing and storing his own grown seeds, particula.ly when the
genetic potential is not really different. However, there continues to be
a perception on the part of bureaucrats and planners that purchased seeds
are better than the home kept ones. Demonstration plots of project and
farmer seeds were not used. In field interviews farmers revealed that they
would have been more interested in a new variety than in "improved" seeds,
but both projects had no new varieties to offer for any of the crops grown
in the project areas. The BADP PCR is also critical of the lack of
advertising and poor marketing of seeds produced by the project, and claims
that improvements in these would result in higher rates of farmer
acceptance of project seeds. However, the audit agrees with the Bank
Overview that good marketing in itself cannot be expected to overcome
problems of inferior quality seeds. The audit would further make the point
that indeed farmers would be worse off if marketing succeeded in such a
situation. The objective is not to maximize the use of project seeds, but
rather to maximize the use of the best available seeds, which is not
necessarily the same thing.
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iii) Poultry Development (EAADP)

37, EAADP tried to promote broiler chicken and egg production. The
many revisions of this component made during project implementation is
fllustrative of the project management’s preoccupation with physical
targets without regard to costs. A complex of elaborate poultry facilities
were built that included poultry houses, sophisticated incubator and
veterinary laboratory (See '‘White Elephants’ paras. 81-89). Actual
expenditures for the component was almost eight times the SAR estimates
(Internal PCR Schedule 7, p. 203). The SAR prepared this component rather
poorly, but worse still, project management was naive in interpreting the
SR targets literally wichout any apparent regard for costs. Not
surprisingly, the farmers did not react according to the rather simplistic
assumptions of the over-sophisticated and managerially complex plan. The
PCR claims that 50% of the SAR target for egg production was achieved and
that the breeding unit achieved about 25% of the annual day-old chick
production target. However, the audit after inspecting the facilities and
talking tu area farmers, is convinced that no more than 15% of either
target could have been achieved. There is no apparent basis for the claim
made in the PCR.

B. Commercial Services
i) rm e Cent

38. To facilitate the delivery of inputs to farmers both projects were
to construct and manage a network of farm service centers (FSCs).

39, BADP constructed 56 FSCs instead of 23 proposed in the SAR. The
decision to construct more FSCs was taken after the first year. This was
due to the greater than expected sale of fertilizers in the first year and
the expectation that more FSCs would be required to handle the increased
volume of sales in the future. This was not justified. The PCR notes that
the volume of sales in half of the FSCs was not sufficient to cover staff
salaries (PCR, Vol I, p. 54). The PCR found that only 8 of the 56 FSCs were
economically viable, which meant that they were each turning over at least
500 tons of fertilizer anmnually., Of the 48 uneconomical FSCs, 26 were
still operated by the project at completion and the rest were given away to
private dealers. The audit was unable to ascertain why certain FSCs were
located at particular sites and doubts location specific demand was
considered at all.

40, EAADP proposed construction of 30 FSCs (5 large and 25 small
ones), but constructed 3 large FSCs, 2 medium pre-delivery centers and 9
small FSCs. In addition to the newly constructed ones the project sold
inputs from another 6 small FSCs (PCR, Vol I1I, p. 44-46). There was no
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need for the large number of FSCs stipulated in the SAR given the very
small volume of input sales and storage. In almost all cases the annual
turnover of inputs was small and the construction costs could not be
justified.

ii) Fextilizer Sales

4i. The commercial services section of BADP sold much more (highly
subsidized) fertilizer than had been targeted in the SAR. This can be
considered to be one of the main achievements of the project. However, the
way in which the commercial services operated meant that the sale of
fertilizer was completely separated from any form of extension advice.
This is yet another example of the lack of integration of project
activities. 1In any case, the huge volume of fertilizer sales was real. At
the end of five years, fertilizer sales were at the level of 16,800 tons
annually compared to the SAR target of 10,000 tons annually at full
development (PCR Vol I, p. 49). The reasons for this high volume of
fertilizer sales can be attributed to low prices paid by farmers (financed
largely by huge subsidies). Fertilizer subsidies covered 80% of the price
at the beginning of the project, dipped to as low as 30% in 1985 but has
since climbed back to the 75% range following the lack of adjustment of
nominal fertilizer prices after a series of sharp depreciations of the
Naira (see footnote 9 of this audit:).2 Another reason for the large
volume of fertilizer sales was the project’s provision of seasonal credit
to farmers specifically for the purchase of fertilizer.21 Discrepancies
between fertilizer sales and consumption in the project area suggest that
wuch of the project fertilizer may have been resold in the "black" market
for use outside the project area.

42, In contrast, EAADP sold very little fertilizer despite the
subsidies. The project expected to sell 21,830 tons of fertilizer during
the five years of project implementation, but sold only 4,676 tons (21%).

20/ APMEU surveys show that removal of the fertilizer subsidy resulted in
the reduction in the average quantity of fertilizers purchased per
household between 1983 and 1986.

21/ The SAR provided no justification for the provision of seasonal credit
for a commodity which was already 80% subsidized. On general
efficiency grounds this policy is highly suspect. 1If the aim was to
acquaint farmers with a fertilizer package, it would have been more
efficient to distribute sample seed and fertilizer packages on a grant
bagis; with a limit of one per farmer. 1If it was felt that “cheap
fertilizer compensated for low producer prices emanating from the
strong Naira" then getting producer prices right would be far
preferable to also distorting fertilizer prices.
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Annual sales during the five years of project implementation were below 20%
of SAR targets, except for one year (1984) when about 48% of the sales
target was reached (PCR, Vol 1I, p. 88). The low level of fertilizer sales
by EAADP is surprising in view of the fact that all other ADPs in Nigeria
have sold large quantities of heavily subsidized fertilizer. Quite
obviously, the farmer’s demand for fertilizer in the Ekiti-Akoko project
area was low. This may have been due to a number of reasons including
farmers’ perception that yam and cassava cultivation (the principal project
crops) do not require soil rich in nutrients or their perception that the
marginal returns to the use of an additional bag of fertilizer in terms of
increased crop yields and production would hardly outweigh its marginal
costs. It is noted elsewhere in this audit that although the application
of fertilizer may lead to yam and cassava yield increases such crops do not
keep well, and in the case of yam use of fertilizer increases its water
c.ntent making pounding a longer process with lesser quality end-product;
use of fertilizer also detracts from taste.

ii1i) Credit

43, BADP SAR had specific allocation for seasonal and med.um term
credit and expected the PMU to administer the credit. For seasonal credit
the SAR proposed the identification of beneficiaries according to
particular crops. The farm credit system had not been thought through.
The farming system was too complex to allow identification by specific
crops. Furthermore, during project implementation maize, which was not
widely grown at the time of appraisal, became an important crop. Instead,
the project issued loans for a variety of purposes, the bulk of which was
for the purchase of fertilizer. Of the target of N3.94m, N1.77m was
disbursed. The PCR claims that 61% of the amount loaned was recovered
(PCR, Vol I, p. 53). Medium term credit was to be issued to smallholder
rice farmers at about N300 per farmer. The PCR points out that the loans
did not benefit the smallholders for whom they were intended, but instead
went to larger farmers (PCR, Vol I, p. 53). Between 1981 and 1985 the
project disbursed N.64m to 13 cooperatives societies of small farmers and
25 individuals. Of the this amount only 23% were recovered at the time of
project completion.

44, EAADP SAR also made specific proposals for seasonal credit for
agrochemicals and poultry operations, medium term credit for storage bins,
equipment, tools and structures and long term credit for land clearing. No
medium and long term credit was administered and a minimal amount of
seasonal credit was extended.

iv) Other Farm Services

45, Farm Mechanization: BADP was the first ADP to test and attempt to
introduce farm machinery in the expectation of improving the technological



- 18 -

base of farming. Equipment tested included small tractors, hand and
tractor pulled planters, weeding implements, groundnut lifters, rice
threshers, and an improved sickle for harvesting rice. The only relatively
successful initiative was the introduction of an improved sickle. None of
the other items tested gained any acceptance by farmers mainly because of
unsound choice of equipment. Again, this is another example of the lack of
integration with the core project activities. [EAADP's attempts to
propagate farm equipment "failed because of technical and management
lacuna" (PCR, Vol II, p. 53). The project did not sell any equipment for
the manual minimum tillage manual package such as hand tools for
fertilizing, planting, spraying, tillage, weeding etc. as targeted in the
SAR. The minimum tillage mechanized equipment that inciuded mini-tractor
(5HP) also recommended by the SAR proved unsujtable for dry land
operations.

46. Tracto e Servic ¢ Record keeping for THS in both
projects was poor. It is quite clear though that THS was uneconomical.
However, despite the uneconomic aspects of the hire service it continues to
hold attraction for politicians and civil servants alike. The deployment
of the unit in both projects took the form of patronage. Management or
political diktat was able to channel available tractors at subsidized rates
to groups or individuals from whom return favor could be expected in
future. Tractors hold popular appeal amongst the population in general,
simply as labor saving devices. Farmers who did mnot receive tractor
assistance, hope to do so. However, no one wanted them at real costs.

47. In general, farmers seem to believe that a cheap tractor service
is something that a wealthy Federal Government ought to supply -- as a
matter of equity. For whatever reason, BADP has been obliged to continue
operating THS and was unable or unwilling to devolve it to the private
sector. And EAADP PMU engaged itself in THS, although this was not part of
the project. In this, as in other matters, EAADP PMU proved to be weak
with little perception of real development opportunities or the high cost
of money borrowed for the project.

48. There is no evidence that the tractor work generated additional
crop output. Contrary to the situation in many countries where tractor
operations allow better quality cultivation, this was not the case in
either BADP or EAADP. And contrary to the gains made by timeliness of
cultivation usually associated with tractors, tractor use as seen by the
mission was slow at work, slow between work and subject to breakdown:
implying late cultivation for many farmers waiting for the tractor to
arrive. Thus the usual opportunities for gains from tractor cultivation
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were largely absent; and the appeal of tractors remained largely associated
with labor saving in extensive agriculture, not as promoting a change
towards higher yielding intensive agriculture.

C. Infrastructure
i) Roads

49, There was a substantial difference in the quality of roads built
by the two projects., In BADP, road construction was reasonably successful
and one of the brighter aspects of the project, despite a 94% cost overrun.
About 70% of the SAR target of 620 km of construction and rehabilitation
was achieved (PCR, Vol I, p. 74). The roads were generally well
constructed and placed on sensible alignments (for these types of roads);
the alignments were generally well distributed to have maximum impact, and
because these roads can carry fairly heavy axle loads they have become part
of the national network. Although these project roads have stood up to the
absence of maintenance over the recent years, they are currently in need of
repair.

50. Criticism of the roads program in BADP is not directed at what was
done in terms of actual construction, but at what was not done in terms of
missed opportunity. Project management showed little imagination in
maximizing rural road communication. The soils and topography allow the
numerous age-old simple tracks to be passable by pick-up vans or light
lorry during most of the year, except for very short distances (100 meters
or so) across obstacles such as seasonal marsh. Small investments on these
short obstacle areas would have a high pay-off in improving communications.

51. In EAADP, project management tried to follow the pattern in BADP,
but their weak management of financial resources resulted in unwise cost
cutting decisions for road construction, adversely affecting the quality of
roads built. At the time of project completion about 52% of the SAR target
of 500 km of new and rehabilitated roads were completed (PCR, Vol I, p. 47-
48). The roads are in bad condition and in urgent need of repair.

1i) Irxigation (BADP)

52. Irrigation development, a new initiative in an ADP, was a major
component of BADP. It was expected to develop 7,300 ha (formal irrigation
2,100 ha, water control 2,600 ha and valley swamp development 2,600 ha) of
land. Two of the three formal schemes (including headworks, canals and
drainage systems) were rehabilitated and the actual area developed for the
formal scheme was about 77% of SAR target. About 70% of the SAR targets
for the informal schemes were achieved (PCR, Vol I, p. 67-68). The formal
schemes were properly constructed, but in the audit’s view, seriously in
need of maintenance. Questions must be raised why the farmers did not
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themselves undertake to rehabilitate the works and why they allowed the
original works to deteriorate. In other words, it should have been quite
obvious at the time of appraisal that maintenance would be a serious
problem given past history. Part of the answer lies in the fact that
farmers believe that the government will undertake maintenance for them.
Furthermore, farmers view the formal irrigation schemes as drought
ingurance value. The farmers only make seasonal use of the irrigation
works and no double-cropping is practiced, i{.e., they do not capitalize on
a fairly high investment. Again, the reasons are associated with
maximizing returns to labor. In the early part of the rainy season, the
farmers concentrate on their diverse upland plots, planting a range of crop
mixes some with quick pay-offs such as seed-melon. It is not until mid-
July that they start to turn their attention to the marshy irrigable areas.
By July the 8-9 months of weed/grass growth have become considerable, the
water channels are clogged up and good cultivation becomes impossible.
Consequent yields are little above those of upland rice in most years and
little, if any, more than would have been produced on the land without the
irrigation investment. The irrigation facilities are used to supplement
marshland growing conditions and have their principal value during an
unseasonal dry spell. They ensure a crop in that situation. The almost
casual use of the facilities by the farmers probably explains wl:yy the
assets are not being maintained and why farmers have not bothered to
organize themselves to make full use of the water available.

53, Informal Schemes to be developed by farmers were to consist of
water control improvements and valley swamp development. Water control
improvements were to be simple, inexpensive, permanent diversion structures
and head sluices with traced and constructed main canals and related canal
structures, Valley development would include layout canal and bund the
swamps properly via group farmer effort, Much the same sort of comments
are applicable for the informal schemes. In addition, the implementation
of the small constructions (based on a successful Sierra Leone effort) did
not follow the simple technical design specified in the SAR. Instead more
elaborate, but less effective methods were used. This resulted in poor
water centrol and a greatly reduced area of application. The audit finds
no basis for the benefits claimed in the PCR.

D. Monitoring and Evaluation

54, There was a significant difference in terms of the effort
undertaken for monitoring and evaluation (M&E) for the two projects.
BADP's M&E unit collected a large quantity of data through baseline and
other surveys. The unit worked closely with APMEU. EAADP’'s M&E unit was
seriously affected by high staff turnover which resulted in the
discontinuation of evaluation surveys and in some cases failure to report
survey results. In any case, a question remains regarding the usefulness
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to project management of this mass of collected data. The audit believes
that the M&E units in both projects were not integrated with the other
activities. Project management rarely used these data to arrive at
decisions regarding day-to-day operations. In most cases, the information
gathered was not analyzed and presented to the manager in a manner that
would assist him in making critical choices about the most efficient use of
funds. Managers most often relied on their own subjective knowledge or
separately developed reporting systems under their own direct control to
arrive at critical choices and in wanaging the project on a day-to-day
basis.

55. The information gathered was, however, very useful in assisting
APMEU and FACU in preparing the two PCRs. The BADP PCR is in five volumes
and the EAADP PCR is in three volumes. The BADP PCR is of good gquality
with a lot of useful information, but the EAADP PCR produced later does not
contain much information about actual project performance.

E. Iraining

56. The projects were expected to be "a massive training effort in
improved agricultural methods, communication and rural administration and
would provide a sound basis for on-the-job experience and training" under
the guidance of expatriate staff. On-the-job-experience and informal
training would be supplemented by: i) technical training in agronomic and
technical needs of the projects through specialized training courses; ii)
staff development and management training; and i{ii) farmer training through
group meetings and on-farm demonstration.

57. On-the-job learning from experienced expatriate staff did not
materialize and was not a concept that had been thcught through. 1t
appears to have been an after-thought, a partial justification for the use
of large number of expatriates. Expatriate staff who filled the management
positions were too concerned about getting the job done and in meeting the
physical targets set at appraisal. They did not have the time to actively
teach Nigerian staff how to manage a rural development project and at the
gsame time initiate difficult project activities. Their accomplishments were
measured more by the achisvement of visible and quantifiable targets such
as miles of road built, than by the increased erudition of Nigerian staff.
This is clearly demonstrated in EAADP where the PCR complains that the
expatriate management did not even allow the SAR to be read by local staff
(PCR, Vol. I, p. 23, para. 6.5.10). However, this is not to say that
Nigerian staff did not benefit from their interaction with expatriate
staff. A fortunate few Nigerians who were already quite skilled were quick
to pick up relevant skills. This was not because of any active effort by
expatriates to impart skills but due to the good fortune of simply being at
the right place at the right time. The mission met a few such local staff
in Minna, the capital of Niger state and the headquarters of the statewide
program.
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58, Formal training courses in most cases were carried out; and
overseas training benefitted some senior local staff, although monitoring
of returnees was non-existent. No special efforts were madg to retain
these overseas trained staff within the project. Farmer training and
demonstration was weak, an issue that has been discussed under the
extension services section.

V. EROJECT OUTCOME

Agricultural Impact

59. The principal problems in measuring the agricultural impact of the
projects are two-fold. First, the validity of the data used by the PCR on
crop yield increases, where the crop benefits are measured using a
combination of survey results and data from research trials on crop
response to increased inputs, is questionable, especially when there is no
direct connection between fertilizer sold by the project and used by
project farmers. Second, even if these inflated yield figures are to be
accepted, the difficulty of attributing the increased yields, reflected in
agronomic surveys as a direct result of input application, is substantial.
The BADP PCR points out that: "The agronomic surveys from which the data
are derived are known to have shortcomings both in estimating yield
response to applied inputs and in deriving global production estimates.
The complicated mixed cropping system also makes it difficult to measure
individual crop yields and production (PCR, Vol. I, p. 35)". Furthermore,
there is no point in tryingz to estimate individual crop yields within a
consortium of c::ops;22 rather the question should be whether the value of
crops (at given prices) increased as a result of using additional inputs.
The role of APMEU in this respect needs to be evaluated fully.

60. The second problem is discussed in the section on economic
analysis. Regarding the first problem, the yield data are questionable
because they rely on two unreliable sources: crop sampling for plot yield
comparisons, and the assessment of area under crop. Realistic sampling is
an extremely difficult exercise in this type of extensive agriculture
characterized by mixed, highly variable intercropping in which farmers seek
to maximize returns to their labor. The sampling methodology, although

22/ Consortium of crops implies mixed cropping where a collection of
different crops are grown side by side on the same plot of land,
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thought through in academic terms, is itself suspect simply because it has
to make certain assumptions on conditions such as types of intermix not
only of crop types but of varieties within crops, variations of controls
within yea. 5, reliability of low level enumerators in carrying out assigned
tasks both accurately and in timely manner, etc. To these uncertainties
are added factors which cannot be measured. For example, the uncertainties
in measuring yam yields when the "take-and-take-again" harvesting practice
is used (which itself is thought by some farmers to increase gross annual
yield); also, the higher water content and lower calories of yam that
received inorganic fertilizer application makes measurement of benefits to
fertilizer application difficult. Availability of fertilizer and the
induced high soil fertility may have as its primary effect, to change the
most profitable combination of crops to be grown.i The other
unreliability which entails extrapolation of crop yields, whether obtained
from surveys or from even more unreliable estimates of extension staff (see
paras. 32-33), into total output assumes reliable "area-under-crop-by-type"
data. Empirical evidence suggests that they are non-existent in Nigeria.
The data and records quoted in the PCR relies heavily on information from
the under-trained extension staff modified through empirical evidence of
field trials and interviews conducted by project management. This reflects
to some extent management views, not necessarily deliberately biased, of
what actually resulted from project initiatives. (See also Regional
Overview of PCR, pp. 6-7, elaborating the difficulties of quantifying
project impact from survey data.)

61. Having raised these issues, the question then is what increased
productivity should be accepted as valid? The SAR yield expectations for
the main crops in tons per ha shown below reflect the ambitious
expectations for this type of extensive agriculture. It should have been
quite clear at appraisal that the project interventions did not justify
these expectations in this type of agriculture. Furthermore, such "sole
crop yield equivalents" are simply meaningless in the context of consortia
of crops. Their use in the SAR suggests an inability by the appraisal
mission to cope with the complexity of the smallholder agriculture that the
projects were attempting to assist,

23/ For an interesting review of the complexity of Nigerian smallholder

mixed cropping practices, see Farm Technology Adoption in Northern
Nigeria, J. C. Balcet and W. Candler, West Africa Projects, World Bank,

1981.
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Without With Pexcent
BADP /a Project Project  Increase
{(tons/ha) (tons/ha)

Rice (formal irrigation using ASP) 2.5 3.5 40
Rice (improved scheme) 1.6 2.5 56
Rice (uncontrolled scheme) 0.75 1.6 113
Yams 5.0 9.0 80
Cotton 0.3 0.9 200
Sorghum 0.6 1.2 100
Maize 0.6 1.5 150
Source: BADP SAR (Ammex 1, Table 3)

EAADP /b

Yams 6.5 11.0 69
Cassava (improved) 6.0 8.0 33
Cassava (ASP) 6.0 14.0 133
Maize (improved) 0.75 1.4 87
Maize (ASP) 0.75 2.4 220
Rice (improved) 0.6 1.2 100
Rice (ASP) 0.6 2.0 233
Cowpeas 0.15 0.6 300

Source: EAADP SAR (Annex 2, Table 2)

/a Main project benefits in the SAR were to come from rice (26%), yam
(21%), sorghum (12%), cotton (12%) and mzize (1l1%). (See para. 12).
PCR economic analysis shows that main benefits were from rice (41%),
groundnut (268), sorghum (12%), and maize (10%). Note that yam, an
important crop at appraisal, does not enter ERR calculations at
completion; rice accounts for greater project benefits at completion.

/b Main project benefits in the SAR were to come from yam (43%) and
cassava (25%). (See para. 12). PCR breakdown by crop are not
available.

62, Even as presented in the SAR, these estimates were

implausible. The yield estimates should have been corrected in the SAR
review process. Furthermore, the project interventions of extension,
improved seeds and use of agrochemicals (except fertilizer in BADP) were so
disappointing that it 1is wvirtually impossible that SAR targets were
anywhere near met. It is true that this audit camnot precisely quantify
yield and production increases (and will not attempt to do sc), However,
it is of the opinion that even the PCRs overstate the benefits from
increased crop yields and area covered by the projects. In the audit’s
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judgment, and based on standing crop situations, particularly for rice and
maize the incremental yields are nowhere near those forecast at appraisal
and are still less those assumed in the PCR.

u3, In BADP, the audit accepts the perception outlined in the PCR
Overview by the Bank’s Regional staff that the project attained some modest
benefits, but with the reservation that assumed benefits may still be over
optimistic on some commodities such as rice (see Annex I, Table 1) and very
optimistic in assuming sustained production increases.

64. For EAADP, the audit has great difficulty in finding any evidence
of increase in yields and production at all. The PCR data shown in Annex
I, Table 2 shows the acute shortfall from SAR estimates for yam, maize and
cassava. The audit believes that the completion yield and production data
for rice and cassava are seriously inflated. There would presumably have
been some increase in production, if only from the limited amount of
fertilizer distributed, but there appears to be no real evidence of any
sustained increase in yields.

Economic Analysis

65. Ore of the main problems of re-estimating economic rates of return
(ERR) in either project was discussed in the previous section on
agricultural impact. The M&E units of both projects were deficient and
unable to provide appropriate data estimates of crop yield and production
increases. The other problem is, of course, what yields and production to
attribute to project activities.

66. The Bank Overview of the BADP PCR correctly points out some of the
problems associated with the PCR's attempt to re-estimate an ERR (PCR
Overview, p. 8, para. 29): 1) the PCR's counting of all fertilizer sales
incremental to the 1979 level as resulting from project initiatives ignores
the fact that a substantial quantity of fertilizer was being distributed
and consumed in the project area that did not originate from the project;24
{1) the PCR’s assumption that the highest figure of fertilizer sales will
continue for another twenty years as a result of project initiatives is
unreasonable given the dominant role of government subsidy on fertilizer
sales; 11i) that incremental yield per ha assumed from irrigation
development assumed in the PCR 1is grossly exaggerated; iv) that a single

24/ In BADP 57% and 27% of project’s incremental benefits at full
development are attributed to fertilizer sales and pumps and irrigation
respectively. To the extent that the projects did increase fertilizer
use the value of increased production is counted as a benefit, but the
entire subsidized is not fully costed. Inclusion of the higher subsidy
cost to the Government, resulting from increased project sales of
fertilizer would probably have resulted in project fertilizer costs
exceeding the resulting benefits.
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sale of pumps in 1984 which is expected to generate continuous benefits for
twenty years is unrealistic; v) the sizeable costs associated with
maintenance are not included in the PCR; and vi) other sources of PCR's
benefits derived from the sale of seeds, insecticides and herbicides,
although small, should not have been counted at all. Seed sales declined
from pre-project situation and the declining use of herbicides is expected
once the project is completed and the subsidies are removed.

67. On the other hand, the ERR re-estimations do not attribute the
benefit derived from the roads component to the projects. In BADP, but not
in EAADP (para. 49), this component was well constructed and, if included,
would have had a favorable effect on the ERR calculations due to road user
savings and generation of new demand.

68. For BADP, the SAR estimated an ERR of 16%. The PCR prepared by
APMEU re-estimated an ERR at completion to be 18.3% (Annex 2, Table 1).
The Bank Regional staff pointed out some of the problems with this re-
estimation (para. 66). Although the Bank Overview did not re-estimate an
ERR it argued that actual ERR at completion would be around =zero.
Subsaquently, APMEU re-estimated the ERR for BADP after taking into account
some of the Bank Overview criticisms ard found the ERR to be around 9%
(Annex 2, Table 2).

69. Despite the audit’s skepticism expressed above, it re-estimated
ERRs for BADP using the same inflated data used by the PCR, if only to
point out the extreme sensitivity of ERR to more realistic assumptions.25
Annex 1, Tables 3 and 4 show some of the details outlined in the PCR, that
the audit has used. In accordance with Bank Overview suggestions that at
best 508 of the fertilizer benefits are attributable to the project, a
number of scenarios were analyzed. Results are as follows:

Case 1: if 50% of the fertilizer benefits are
attributable to the project and other benefits
are as reported: ERR 8.4% (Annex 2, Table 2),

Case 2: 1f 50% of fertilizer benefits are attributable
to the project, no benefits from seed and other
benefits are as reported: ERR 5.9% (Annex 2,
Table 3).

Case 3: 1if 50% of the fertilizer benefits and all the
benefits from irrigation are attributable to

25/ This should not be interpreted as the audit’s concurrence with the
yield and production data. The exercise is simply meant to illustrate
that a few realistic assumptions about the contribution of fertilizer
and irrigation plummets the ERR to near zero percent.
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the project and no other benefit. are reported:
ERR 2.7% (Annex 2, Table 4).

Case 4: 1if 50% of the fertilizer benefits and 60% of
irrigation are attributable to the praject and
no other benefits are reported: ERR is -2.6%
(Annex 2, Table 5).

70. The audit believes the assumptions in Cases 3 and 4 are more
realistic and concurs with the Bank Overview suggestion that the project’'s
ERR would be close to zero.

71. The SAR for EAADP estimated an ERR of 19.6% for the project. The
PCR re-estimated the ERR to be 13% at project completion but cautions the
reader that "available data on food production in Nigeria show that there
would have been growth even without the project, and this reduces the
estimated project contribution (PCR, Vol. I, p. 89)." In the judgment of
the audit, the PCR re-estimation is seriously inflated. The audit notes
that: i) although some components of the project were not implemented at
all and others only partially, benefits were expected to accrue from them
(PCR, Vol. I, p. 90); ii) that production of cassava and yams that were to
account for 68% of project benefits, was way below SAR targets (Annex 1,
Table 2); and iii) the PCR incremental yields were nowhere near
expectations.

72. In view of the above reservations, the audit believes that an ERR
cannot be realistically re-estimated and the attempt by the Borrower PCR to
do so is inappropriate and misleading.

VII. LESSONS
73. This audit provides further evidence of the type of problems

associated with the first generation of enclave ADPs in Nigeria. Most of
the problems have been identified previously, and the findings are similar
to those pointed out in the audit of Lafia and Ayangba ADPs. This audit
shares much of the pessimism of OED's Rural Development study’s profile on
Nigerian ADPs in respect of project concept, implementation problems,
project economics and sustainability. OED'’s RD study was written at a time
(1987-88) when both projects under audit had already been completed (1987)
and as such this audit is evaluating two projects in a generation of
enclave ADPs in Nigeria which have previously been commented upon by OED.
The difference with the conclusions of the RD study is that the findings of
this audit are specific only to the two projects under audit and as such,
do not coastitute an evaluation of the on-going program.

74, The main conclusion of the audit is that the projects were
optimistically designed to carry out substantial developments before a
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sound “take-off" base had been established. The situation is characterized
by the hurry to find new projects, the haste to prepare and approve them
and the speed in implementing them. The effort was weakened by the
inclusion of too many components that detracted from the core activities
and their integration. The assumption that the projects could be rapidly
prepared and implemented and that any shortcomings could be overcome by
fielding expatriates proved to be inaccurate. Most unfortunate was the
fact that because these projects were hastily prepared and implemented,
they themselves did not have the basis to create the missing "take-off"
conditions (particularly for the Ekiti-Akoko ADP). An important lesson to
emerge is that the provision of expatriates of itself is no substitute for
sound situation analysis and no guarantee of success. Indeed, the use of
expatriates may well delay, rather than accelerate the process of properly
understanding complex smallholder farming systems.

75. This audit considers the lack of understanding of the existing
farming system and hence the weak technical basis of the projects as the
most serious problem affecting their agricultural impact. In the end, the
projects did not significantly change the farming practices in the two
project areas. The projects not only assumed the existence of technologies
that would dramatically increase crop yields, but that farmers would
readily adopt the proposed extension recommendations. The benefits that
were expected to derive from a range of simple technologies such as
improved seeds, timely planting and weeding, more uniform plant
populations, use of fertilizers and pesticides, water .ontrol, improved
land preparation, improved post harvest practices, simply did not
materialize. Furthermore, the benefits of the more advanced mechanical
cultivation (covering about a third of the project area) that was expected
to provide major increase in yields did not materialize either.

26/ The Africa Region, however, differs from OED’'s perspective. Its
comments on the issue of yield increasing technology are presented in
the box.



Region’s Comments

"...o A basic theme running through the audit appears to be that
the assumptions related to the existence of yield increasing technology
were faulty which ultimately lead to the failure of these projects.

We consider that the assumptions relating to the yield increases
of various crops used in the SARs were not optimistic. Most of the
growth in production was expected to come from increasing use of

ertilizers along with introduction of fertilizer responsive varieties
which were available for major crops in the project areas, e.g. maize,
rice, and cassava. Certain assumptions relating to the new and untried
technologg like minimum tillage were indeed optimistic, but overall the
SARs of the two projects were realistic about the yield increase for
various crops grown in the area.

The issue of existence of technology for accelerating
agricultural growth was examined in the 1959 Agricultural Sector Review
for Nigeria which was prepared around the same time as the Bida and

ti-Akoko ADPs. The sector report had concluded that a etron§
technological base exists for growth for all crops and agro-ecological
regions in Nigeria. Subsequently, of course, there has been some debate
in the Bank about the validity of such conclusions for sorghum and millet
in the mixed cropping system in Sudan-savannah zone. These are, however,
not dominant crops in the area covered by Bida and Ekiti-Akoko ADPs.

In our view, therefore, other factors like weak project
management, lack of research-extemsion linkage, poor input supply,
especially seed and fertilizer, lack of counter-part funding, and in
genaral adverse and unstable macro-economic conditions were major

ottlenecks in achieving the expected results in these projects. In
addition, the weaknesses of the expatriate firm (not the individual
expatriates working in the project areas) managing the Ekiti-Akoko ADP
and the kind of problems the firm faced at the state level should also be
emphasized by s audit.”
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ck of eclation of Trad U

76. The appraisal of these projects show a lack of appreciation of the
conditions under which farmers live, farm and practice traditional
agriculture. Clearly, farmers views were not sought in either project, nor
were the perceptions of their agriciltural practices on target. No
mechanisms were established to get farmers’ input into the proposed
developments, a requirement that is essential for any successful rural
development effort. As a result two assumptions at the design stage proved
to be inappropriate and adversely affected the projects’ agricultural
impact. These were the notion that farming families had a ready supply of
surplus labor during the peak days in the farming season and that they
preferred the practice of sole cropping as opposed to mixed cropping.

i) Labor Availsbility: In both areas the great majority of cultivated
land is handled by small family units. Agriculture is practiced under
conditions of weak sandy soils and arable cropping depends on sustained
(albeit limited) fertility through either annual artificial fertilizer
application, or a system of crop fallow rotations with 60-70% of the
cultivable area in fallow at any given time. As the availability of
fertilizer in Nigeria in general, and the two enclave areas in particular,
has been erratic historically most small faruers have to rely on extensive
farming systems using long periods (five y.ars and up) of fallow. Under
these circumstances intensifying land use T s not found favor with farmers.
In situations in which farmers have to cl .r, say a fifth of their cropped
land from bush annually, their main conccrn is with maximizing returns to
family labor. In many cases this means very different farming practices
than those suitable for maximizing crop yield per unit of land area. For
example, high yielding plants are only acceptable to the farmer if they do
not require significant additional inputs (to offset any inherent risks)
and extra labor. To the extent that the retention of yield potential
delays the need for newly cleared land in a particular year, farmers use
fertilizer as a labor saving device. Thus, for example, the popularity of
fertilizer use in Bida ADP (which was sold with a substantial subsidy)
enabled farmers to increase production with little additional 1labor
requirement.

77. The impact of increased tractor availability was similarly
misunderstood. The usual opportunities for gains from tractor cultivation
associated with intensive agriculture were largely absent. That is, the
appeal of tractors was associated with labor saving in extensive
agriculture and not yield promoting in change towards intensive
agriculture. Another example concerns the proposed technology for yam, an
important crop for both projects. Yield increases were to come from
doubling seed rate and fertilizer and pesticide applications. However,
seed yams are the most expensive input in yam cultivation and farmers want
to maximize the benefits to the most expensive imput (seed yam). But for
yam cultivation the higher the seed rate per hectare (requiring more labor
time) the lower is the production per seed plant. This implies that the
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projects’ proposal of intensifying the seed rate meant that farmers would
not maximize the returns to the most expensive input, but instead would
maximize the returns to land a relative inexpensive input. There is little
doubt why the projects’ extension messages of promoting increased seed rate
was not adopted.

ii) Mixed vs, Sole Cropping: This issue, addressed in earlier audits,
is interpreted somewhat differently here. A number of reasons suggest why
the projects’ message of sole cropping is less attractive to small farmers.
The reasons are: First, high-ylelding plants almost always require good
and balanced soil fertility, only attainable in Nigeria by applying large
and balanced fertilizer applications. Reliability of fertilizer supply,
therefore becomes a very important risk factor. Second, high yielding
plants are usually more susceptible to pest and disease, and their economic
viability depends on the ready availability of a potentially wide range of
fungicides and pesticides. Periodic unavailability of pesticides and
fungicides is another risk factor in Nigeria. Third, while in theory the
high yielding plants can be grown in mixes, the practices of treatment
measures, Iin the event of disease or pest, become complicated, if not
impossible, due to different crops reacting differently to remedial
measures (what is good for one plant may be bad for its neighbor). Fourth,
in drought risk conditions, low cost mixed stands of moderate yielding
plants are more likely to retain some output potential in a poor climatic
year and become preferable to high cost sole cropping of the higher
yielding but higher risk plant varieties which are susceptible to complete
failure in adverse climatic conditions.

78. Mixed cropping is probably the most appropriate system for small
farmers when the plants’ yield potential is in the low to medium range,
natural soil fertility is modest and allows adjustment to climatic
variability as in the two project areas, because under these conditions
mixed cropping gives the highest gross output per unit of land and almost
certainly the largest returns per man-day labor input. However, when the
plants’ yield potential is high, sole cropping is probably capable of
producing the best results, but simultaneously involves risks that are
unacceptable in the small farmer conditions as exist in the two project
areas. Thus it should come as no surprise that the projects’ extension
messages were ignored and that farmers in the project areas continued to
use mixed cropping.

White Elephants (Ekiti-Akoko ADP)

79. Unfortunately, Ekiti-Akoko ADP management expended large amounts
of resources on a series of poorly thought through investments.

80. Seed Supply Organization. Seed growing involves some of the most
sophisticated, technical and management challenges to be found in
agriculture. It was unwise to attempt this sort of exercise without first
proving the techniques and farmer receptivity and capability. In this
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regard project management seems to have naively taken the SAR as a target
without any apparent regard for costs, or project experience. The project
constructed two of the most important physical investments without first
proving that base seeds could be grown by a project-run seed unit and that
outgrowers could be found to multiply it up to the required volume.

81. A Seed Processing Plant. The project installed a potentially very
good plant suitable for developed country conditions at a cost of over
US$1 million. After heavy expenditures, all seed production efforts failed
and only a few bags of seed rice have been passed through the processing
plant which remains in pristine unused condition. The plant is sited in an
out-of-the -ay corner of the state where local communications are less than
ideal.

82, Seed Testing Laboratory. A fully equipped, sophisticated seed
testing testing laboratory was built. This is also unused and unusable--
lacking technical personnel and a demand for its services. The "cold room"
for specialized storage contained, at the time of the mission, a small
amount of weevil contaminated seed.

83. Poultry Industry. The project tried unsuccessfully to promote
large farmers into broiler chicken and egg production using a sophisticated
and managerially demanding technology.

84, Poultry Facilities. A complex of elaborate poultry facilities,
well built but ill-designed for local conditions was constructed at a cost
eight times the SAR provisions. Laying and rearing houses were built,
Rearing was embarked upon when it was found that farmers could not or would
not rear chicks satisfactorily. The housing, designed for deep-litter
techniques in a dry or temperate climate were unsuited to the high humidity
of Nigerian middle-belt.

85. Incubator. A modern incubator and ancillary equipment was built
with a capacity for thousands of chicks per week. This has been used to
incubate a little more than one week’s capacity during the several years
since installation.

86. Veterinary laboratory. A veterinary laboratory adequate to
backstop a large poultry industry was built but was barely used.
87. Other Examples, included: A sophisticated soils testing

laboratory that was adequate for a research station was installed at
project headquarters. This was used very little at any time and had been
idle for some time when the mission visited; printing facilities, suitable
for production of all types of extension aids, government forms,
administrative and financial documents etc. The equipment was of good
quality and well installed but at a site where it can be of little use. If
this was really necessary it should have been installed and sited to
support the State Government generally.
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roject Management (especiall P

88. The management of both projects was exclusively in the hands of
expatriates; during the crucial periods of project implementation EAADP was
managed by an expatriate management firm. OED’s previous audits of
Nigerian ADPs noted that the choice of autonomous PMUs created problems
with post-project development but proved effective for efficient
implementation of infrastructure components (para. 24). In the case of
EAADP, even the infrastructure components were not effectively implemented.
The Bank'’s supervision reports and the PCR record the inadequate State
funding with the implication that the problems with reduced cash flow are
central to project failure (see Financial/Budgetary Problems, paras. 90-
94). A smaller project retaining some core components would have been more
viable. It has already been shown that substantial project expenditures
were ill-conceived (paras. 81-89). The project management firm should have
been more astute in recognizing the contentious nature of the problems
between the State and Federal Governments and the dynamics of the State
Government itself. The State Govermment did not produce the finance in
cash form and undoubtedly its internal plamning and allocating process was
not as proficient as it might have been. However, there is little evidence
that the project management provided the State Govermment with support
where it was obviously needed. Moreover, given the use which was made of
project funds it is less than clear that additional resources should have
been provided.

89. The expatriate management firm in Ekiti-Akoko ADP was weak and
showed little sense of financial responsibility (see Financial/Budgetary
Problems). It was not familiar with the practices and needs of target
beneficiaries, and was unable to operate within the structure of the State
and Federal Government bureaucracies. The project management firm had
considerable authority for localized actions based on dictate, but in the
event this had little impact on the local population and even less on the
government bureaucracies. The experience here highlights that projects run
by a semi-autonomous expatriate PMU (in this case a management firm) does
not automatically solve implementation problems and that expatriate staff
and management firm need to be selected carefully for suitability,
competence and reasonable familiarity with the type of conditions to be
faced.

Financial /Budgetary Problems (especially EAADP)

90, The audit believes that despite the acute state funding problem,
the responsibility for project failure must in part be shared by others.

91. First, Bank staff were aware of the EAADP project possibly over-
committing the State’s financial resources, partly resulting from other
Bank supported projects. This issue came up as a major concern during the
internal review process within the Bank (para. 20). The project's
financing structure was suspect even before final internal approval in the
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Bank. Bank management seems to have treated this problem with benign
neglect.

92. Second, the Ondo State Government made more resources available to
the project than is recorded in the Bank's documentation. These were
resources provided in kind, i.e., buildings, equipment and to some extent
staff. In most cases these transfers made sense within the State and
indeed, materially for the project. They were a genuine allocation to the
project of State resources, and formed part of the State’s understanding in
this regard in meeting its obligations. Project files indicate that senior
State officials thought of it this way before and during preliminary
negotiations and at the time of project agreement. Some simple accounting
improvements would have enabled the State to demonstrate that it was
contributing significantly to the project and thus have increased its
withdrawals. From the project management firm’s point of view, this
affected cash flow in that the project’s financing plan assumed a flow of
Bank funds for these items--which flow was not available for alternative
expenditures. It is not clear that project management really understood
what was happening in this regard, but it is apparent that there was no
approach made to the Bank, nor did the Bank supervision migsions take the
initiative to restructure the financing plan. Thus in the view of the
audit, the Bank must take some responsibility for designing, and continuing
with, inappropriate financing arrangements and project management can be
criticized for not being alert to the possibility of properly documenting
the total state input to the project,

93. Third, there are many indications (amongst them the "white
elephants", see above), that the project management firm contained within
it little sense of financial responsibility. It seems that the management
team had little rapport with counterparts in the State’s Ministry of
Agriculture and Rural Development and the Ministry of Finance and Economic
Development and project files indicate that there was continual
misunderstanding between State Ministries and project offices. It also
appears that project management was incapable of presenting Bank
supervision missions with an alternative scenario that took account of
State financial difficulties, but allowed the project to go ahead in a
modified form. Certainly, there is no evidence that a revised scenario was
considered by project management or anyone else during the period of
project implementation.

94, Fourth, project management appears to have been out of its depth.
It misdirected much of the finance that was available to it, a point which
seems to have escaped visiting missions and national monitoring (see "white
elephants"). Equally important, project management appears to have missed
opportunities to increase their financial flexibility. For example,
fertilizer was in short supply and would have been beneficial to the
farmers., But project management failed to procure any major quantities and
failed to distribute a major percentage of what was procured. Bank funds
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would have paid for the fertilizer and proceeds from its sale could have
been used to supplement cash flow from State budgetary sources.

Other Concerns

95, Bank supervision efforts for the Ekiti-Akoko ADP which was
expected to cost US$80.5 million (Bank loan of US$32.5 million) was
seriously inadequate. Although a large part of the loan was eventually
cancelled, US$14.4 million was actually disbursed. For this sum of money
and for an extremely complex project, the Bank provided merely 44 man-days
of supervision in the field in the five years between loan effectiveness
and closing (11 man-days in the field per year). This adds up to two staff
members spending less than three days in the field every six months for a
complex, multi-component project spread over a relatively large area with
difficult accessibility. Clearly, more Bank resources should have been
applied to supervise the Ekiti-Akoko ADP prior to the decision to cancel
the remaining US$18.1 million.

96, Another concern relates to the "blueprint" sapproach to rural
development and the built-in rigidity that followed staff appraisal, a
common theme in the implementation of other rural development projects.
The SAR designs of both projects were rigid with emphasis on physical
targets, short term economic viability of the investment without regard for
longer term sustainability issues. The projects viewed rural development
as a five year effort with little thought about post project developments.
This is not to say that the Bank should have financed a longer term effort,
But if a heuristic program had been outlined for the next ten or fifteen
years then it would make sense for Bank financing to be made available for
any five year period, even if it was only to create the initial "take-off"
conditions. Ironically, while a major objective of the semi-autonomous
project management in both projects was to provide managerial flexibility,
the supervision methodology and the concurrent setting up of monitoring and
evaluation establishment, under Bank support, resulted in a very inflexible
system, The supervision and monitoring processes relied, almost
exclusively, on the SAR as the base reference point. Whether these review
methods were effective is another matter, but the fact that appraisal
document was treated as a "blueprint" and not as a guide, meant that
project management in both projects stuck to the physical targets set out
in the SAR without regard to cost (EAADP in particular) even when it became
clear that the original objectives and technical basis of the projects were
seriously in doubt.

97. Another issue that emerges is that the projects did not undertake

are . BADP (but not EAADP) succeeded in two
independent activities--distribution of fertilizer and the building of
roads. However, neither project attempted serious integration of project
activities, 1.e., most activities were carried out independently of the
others and the timing of implementation for one set of actions did not
depend on another set as should be the case in an "integrated" area
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development project. The projects showed a "shotgun" pattern of unrelated
developments within the project area where few of the actions were common
to all of the areas, and little complementarity could be claimed. Due to
this pattern of development there was no integration of related actionms,
spreading across geographical sub-areas, or cumulating to cover the whole
area and the identified farmers within it. There were no targeted
beneficiaries. Instead the beneficiaries arose somewhat incidentally,
according to individual adoption of a particular activity. For instance,
there was no distribution of fertilizer for use on targeted, desired crop
patterns on the land of identified target group of farmers. Instead,
nearness to supply point and available cash determined the beneficiary user
of fertilizer. 1In other words, the projects hoped to attract "adopters"
instead of causing adoption. In this the projects were largely
unsuccessful as demonstrated by the absence of a visible project effect
within only a few years of completion.

98. It is not clear how the lessons of experience of these two enclave
ADPs have been incorporated in practice in the new statewide programs in
Niger and Ondo states. The next step would be to evaluate the validity of
the approach to the statewide programs and whether the lessons of enclave
operations were learnt and dealt with at the statewide level. These new
statewide and multi-state programs, being larger in scale and much more
costly, beg a closer scrutiny. Given the significant doubts raised by this
and other audits of the first generation of projects, an immediate review
of the statewide programs is recommended.
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Annex 1
Table 2

Maize Cassava Rice Yams
~ECR_. _SAR_PCR  _SAR PCR _SAR_. _PCR_ __SAR
389 - 2,900 - 295 2,804
(5) 2,501 387 9,200 662 1,265 486 11,204
575 4,280 662 21,500 2,591 2,530 4,546 19,604
859 7,660 7,817 35,400 2,712 3,795 5,845 28,004
2,764 12,976 15,558 49,300 6,968 5,060 9,948 36,404
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BIDA ADP:

ECONOMIC RA

8- Sep-69 PCR Calculations Originali
(N*000
Total  Total  Net 19te} Pusps § Land
¥r tost Penatit Benetit Berwtots Fertadizers Seeds Herbetides Insecticides Plantation Seed Dressing Irrigation Clearsig
1 2,88 77 Q2,0m 1] L1 ] | ] 9 2 8
428 s (3,2 986 m 0 20 15 0.0208 11.126 100 48
L 111 1908 13,610 1903 1,28 1w ® 3 01404 31,159 %2 3]
. LM 1913 2,320 193 1,008 214 1" e o 17.881 459 11
$ % am 249 897 1,800 318 39 82 1.5510 28.660 439 8
& 2,98 M0 1042 "o 2,922 33 116 9 4.9%2 122.7% {1,188 %
T 7 M 2,1 e 3,008 296 13 238 1.39% 02.92 1,45 21
8 2,080 Sns 5,30 sS4l .00 2% 13 238 1.398 .92 1,450 12
9 2,003 34 34 LI 3,008 298 18 238 1.398 82.92 1,45 121
100 1,802 SH4 3,332 44 3,008 29 18 - 28 7.3% 82.92 1,450 121
it SME 3,60 L 3,104 29 1s 218 2.398 02.92 1,450 13!
32 1,09 N4 3,08 e J. 08 29% 113 % 1.39 02.92 1,450 12
15 1,025 Sae 3,689 414 J. 00 298 115 218 1.39 02.92 1,45 121
st SUs 3,010 444 3,000 29 1] 238 1.3% 82.92 1,430 2
15 1,696 S48 3,08 5414 3,108 29 113 i 1.3% 62.92 1,450 121
18 1,604 4 3,72 t U1 3400 9% 13 238 1.3% 82.92 1,45 12
177 1,08 Sue 3,089 S 3,100 2% 1"s 2% 1.398 82.92 1,450 i
1 8% M4 3 £l 5,000 9% 1"s %8 1.3 82.92 1,430 n
19 3,89 Q0 3INE N 3,000 29 1" 38 1.3% 82.92 1,430 12
20 i S 38 LI 3,000 29 115 2% 1.3%8 82.92 1,450 12
A 108 N 3,99 - 3004 29 1 % 1.38 0.9 1,4% [F4]
2 0% W N8 N 3,000 29 13 2% 1.39% 82.92 1,450 12
23 1,69 WM 308 L] 3,008 29 13 3 1.3%8 62.92 1,450 [}H{]
uo1e% Mg e e 3,008 29 13 238 1.39%8 2.9 1,450 1
3 160 M4 3,08 614 3,008 29 HH 238 1.3% 82.92 1,450 121
ERR = 17.4% {2
/a This is slightly different from the PCR's ERR re-estimation of 18.3%.

Total benefit stream in the PCR was 5612 at full development, whereas
aggregating the components add up to 5414,

Annex II1

Table 1
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Case 1

.
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ECONOMIC RATE OF RETURN /a

PCR Calcul

lationa gkevised )—
(N'000)

-

-0(7-

29-Gep-69
Totat  Total  Net Total Pusps & Land
Ye Cost Genefit  Benefat Benefits S0L F Seeds Herbecides Incecticides Plantaticn Seed Dressing Irrigation Clearing
1 2,088 33 12,45 253 24.0m 0 5 1 0 ¢ 2 (1
242 90 (3,643) 390 395.546% 0 20 13 0.0208 1136 100 L}
3 5,518 1266 18,250 1256 439.006 139 L) 23 0.140b 31,159 132 5
2 1376 12,839 1376 S36.9685 204 14 18 0.4247 17.881 4356 §7
3,4 1956 (1,150 1996 900.382 18 19 62 i.5618 28.681 ¢3¢ 8
6 2,58 3130 182 1150 1260.823 313 1Hs (] 1.952 122.2¢ 1,188 4
1 L, 382 1,235 3862 1551.967 296 111 238 1198 £2.92 1,450 121
8 2,08 3862 1,098 3862 1551.987 296 13 238 1.3 82.92 1,450 121
9 2,008 3862 1,85 3662 551,967 296 1] )] 1.3%8 82.92 1,450 12
10 1882  M@e2 1,980 3862 1551.967 2% 13 )] 1.5 82.92 1,450 121
113,08 W2 2,073 3852 1358967 2% 1s 238 1.398 82.92 1,4%0 ¥4
12 3,69 Bs2 2,188 3852 1531.967 2% 11} 238 7.3%8 82.92 1,450 1
15 1,128 B2 240 3862 1551967 296 13 2% 1.398 62.92 1,430 121
I 1,69 3862 2,348 3862 1938967 296 1S 258 .39 82.92 §.450 i
19 1,69 3862 2,184 - 3862 1551.967 296 [1H] %8 1.39 82.92 1,43 ¥4
16 1,69¢ 3862 2,H4B 3862 1351.967 29 1"ns 238 1.398 62.92 1,450 12
17,025 e 2,137 3862 1551.967 296 LH i) 1.398 62.92 1,450 i
18 1,69 3862 2,166 3862 1350.987 298 13 218 1.398 82.92 £,450 1?1
19 1,69 3882 2,166 1852 1931967 29 1ns 2% 1.%%8 82.92 1,430 12
0 1% 32 2,18 1862 1951967 298 114 218 1.398 82.92 1,430 1t
a 1, w2 2,1% 3862 1931967 25 L1H] 2% 1.398 02.92 1,450 12t
2 1% |2 2,08 3862 1938967 29 1 23 1.398 82.92 1,450 L¥i]
a1 B2 2,08 3882 1531.967 29 15 23 1.398 82.92 1,40 12
N L% W2 2,18 3862 1391967 2% 13 238 1.398 .n 1,450 12}
8 1,69 3862 2,188 3862 1551.967 2% 13 2% 1.39 0.9 1,40 12
ERR = 8.42.02
Ja 50% of fertilizer bemefits are attributable to the project and other benefits are as renorted in the PCR.
/b This is somewhat lower than the PCR's revised ERR re-estimation of 9.3% because

total benefit stream at full development in the PCR could not be reproduced.
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BIDA ADP:

ECONOMIC RATE OF RETURN

Case 3 /a
(N'000)

.............................

Land

lotal fusps &
Benetits 508 F Seeds Herbecides Insecticides Plantation Seed Dressing Irrigation Clearing
W6 224,078 2
496 193.5483 100
71 439.006 332
993 535.9603 49
1939 900,382 839
2049 1200.823 1,160
3002 1351.967 1,490
3002 1351.967 1,430
3002 1351.967 1,45
1002 1351.962 1,450
3002 1551.967 1,450
3002 1351.967 1,480
3002 1551.987 1,83
3002 1551.987 1,430
3002 1551.967 1,450
3002 1351.967 1,480
3002 1531987 1,430
3002 1351.987 1,430
3002 1551.987 1,430
3002 1351.987 1,430
3002 1351.987 {1,450
3002 1531.9827 1,430
3002 1851.987 1,430
3002 1351.987 1,450
3002 1358.967 1,450

29- Sep-69
Benefits
fros
fotal SO F & et

¥r Cost freagation Bemefit

§ 2,088 n Qa

2 .28 L I AT

3 5514 MM 4,585

¢ 2% 95 3,21
3 L 1539 (1,601
& 2,98 p{l1] 1814 )]
71 2, 3002 s
8 2,087 002 933
9 2,003 Y02 99
10 1,882 o2 1,42
i1 1L,w 3002 5,213
12 1,69 002 1,308
13 LB 02 1,21
1 160 3002 1,308
15 1L,W 002 1,308
15 1,0 3002 1,308
17 1,18 Y02 1,2
108 1,89 3002 1,308
91,0 3002 1,308
20 149 3002 1,308
a 1,08 002 1,2
a  1489% 3602 1,308
B 1,8% 3002 1,308
N 3002 1,308
a8 1,0% 002 1,308
ERR = 2,67%.
la

Only 50% of fertilizer benefits and all the benefits from irrigation are attributable

to the project.

Annex II
Table 4

-Z{’-
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BORROWER COMMENTS ATTACHMENT 1
Page 1 of 10

ONDO STATE AGRICULTURAL DEVELOPMENT
PROJECT

Your Ref’' . .. .

' 88, lbrahim Babangida Avenue.
Our Ref; PME.36/V0l.1/21

Alagbaka Estate,
PMB 622, Akure.

‘ate 3rd April, 1990

The Resident Representative,
The World Bank,

Plot PC 10 Engineering Close,
Off Idowu Taylor Street,
Victoria Island,

P. 0. Box 127,

Lagos, Nigeria.

Please transmit to Mr. Graham Donaldson %/

RE: NIGERIA: EKITI-AKOKO AGRICULTURAL DEVELOPMENT PROJECT
(LOAN 1854 - WNI) PROJECT COMPLETION REPORT OVERVIEW

The Project Completion Report (PCR) Overview sent to the Ondo State
Commissioner for Agricultural Extension Services, Akure, Nigeria dated February
5, 1990 was received.

Please, find attached, one copy of Ondo State Agricultural Development
Project's comments on the Project Completion Report (PCR) Overview.

I am to add however, that during the joint meeting of FACU/APMEU Workshop
on ADPs MTR's/PCR held in Kaduna between 2nd - 4th June, 1988 the Ekiti-Akoko

Agricultural Development Project submitted its reactions to the Project's Com-
pletion Report.

Thank you for your co-operation.

& .
chizf@. ¢. Fasuy%\
Programme Manage

*/  These comments on the Africa Region's PCR Overview for Ekiti-Akoko ADP
were received after thst report (OED Report No. 8520) had already been
sent for final processing before presentation to the Board. However,
OED feels that these comments from the Borrower on Ekiti-Akoko ADP are
a relevant audit issue and should be reflected in an evaluation document
on the project.
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ONDO STATFE AGRICULTURAL DEVELOPMENT PROJECT'S (ODSADEP) COMMENTS ON

EKITI-AKOKO AGRICULTURAL DEVELOPMENT PROJECT COMPLETION
REPORT OVERVIEW BY THE EVALUATION DEPARTMENT OF THE
WORLD BANK

Introduction:

The Project is surprised that the document available to the World
Bank autonomous Evaluation Department did not include the Ekiti-Akoko
Agricultural Development Project reactions to the Project's Completion
Report presented at the joint meeting of FACU/APMEU Workshop on ADPs
MIR's/PCR held in Hamdala Hotel, Kaduna between 2nd - 4th June, 1988.

Reactions:

First, we would like to start by noting that the SAR provisions
assumed cosntant conditionalities for many of the variables were subjected
to dynamics of the exogenus forces and human manipulations. The SAR
was also presumed to be followed with missionary zeal and any deviations
or ammendments which as a matter of fact, should be the case in
agricultural development project implementation, carry some sanctions
because the stipulated matrix to hit the targets is not meticulously
followed. All ADPs operate under the guidance of two major facilitating
organisations namely FACU and APMEU who are at the moment evaluating
the performance of every sub-programme with a view to blueprinting
its successes and failures as well as making some recommendations for
future implementation. While we take responsibilities of being the
implementors of these outfits, we want to put it here on record that
the guiding roles of FACU have dormant bearing on success, deviations
or failures of the various programmes.

Also permit us to add that apart from quantitative performance
indicators used in the appraisal process, there are many qualitative
indicators that are equally imperative in assessing the effect and
impact of the Project on the ruralities - we should therefore address
ourselves to involving acceptable methodology(ies) that would bring
out all quantifiable and unquantifiable indicators of the Project

performance.

(a) Management and Administration:

All the issues raised under the Division are well noted,
the conclusions were rightly made while the recommendacions
would guide the State-wide ADP. Ue will like to note that
EAADP existed under a unique situation.

(1) It was managed initially by foreign firm Danish
Rural Development Consultant .
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(111) Also the quality of both expatriates and local staff
were generally low and many are quite enexperienced.
(iv) Additionally the World Bank withdrew in course of Project

implementation.
The Project also existed in an atmosphere where seven different

Permanent Secretaries or Director-Generals and about six Commissioners
who needed time to get the full orientation and concepts of ADP.
Corollarilly, this led to delays in policy issues and staff mattera?. Also
the funding pattern especially the State Government was rather erratic.
However, the Project is of the view that unqualified and inexperienced
staff at the initial effective take-off of the Project was not restricted
to Nigerians alone but also to the expatriates, some of wh~ had no formal
knowledge of agriculture in the tropics or exposure to the organisation and
implementation of agricultural development programmes. The inexperience and
calibre of this management firm, made complex by erratic funding by the
State Government inadventently affected the implementation of Workplan

in all the different sub-programmes.

Commercial Services Division:

Areas of marketing fertilizers:- The assertion that officers felt

that land in most Project areas is rich and farmers are selling at
uneconomic price therefore fertilizers were in low demand is misleading.
This 1s so because the impact of extension agency has to take sometime
before they are felt by the target population. Opinions are also diversed
on the usage of fertilizer sales as one of the indices of impact matrix.
While its up~take can be quite receptive in Northern States where many
macro and micro nutrient elements are limiting in soil profile, various
researches have authenticated the fact that their limitation 4ig not as
acute in the Project's area of coverage. Of course, farmers are
economists in their own right and they tend to allocate the available limited
farming system resources by combining various altermatives to attain

optimal result.
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The fact is that the SAR was not very exhaustive on the biophysiographic,
and benchmark inventories of the Proejct area's farming systems. As

such, many assumptions were baseless, over-estimated, inconclusive and
sometimes unjustifiable. Also since price at any given time assumes

an equilibrum posture of demand and supply determinants the uneconomic
deduction therefore has no basis except it is compared relative to

price in other areas which is not relevart in this appraisal. Fertilizers
sale was highest in 1983, the period, also recorded the highest fertilizer
credit to farmers. The credit facilities /gezgtended to the farmers

to enable them abridge the shortfall of rainfall and the impending food
scarcity which was expected to affect their propensity to purchase and
consume. It is therefore erroneous to attribute the competence to the

genuity of the then Commercial Manager only but to the whole Management.

The report of the Commercial Services Co-ordianator, Kaduna for
1983 that EAADP spent ¥493.00 to distribute every tonne of fertilizers
cannot be quoted as reference because it has not been published, however,
an exercise carried out by th~ " -~mmercial Co-ordinator, Benin 1987
revealed ¥N172.00 per tonne f.. _..er-state distribution of fertilizers

for the same year.
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Also the SAR provision of 2,327 tonnes of fertilizers sale by 1983

is too ambitious bearing in mind that the Division started effectively
21 months behind schedule.

On_Areas of Pre-delivery Centres: It was said that majority of

FSCs were located away from the market places of the Local Government
areas. Some FSCs could not sell even ten tonnes of fertilizer per
annum valued at N2,000 whereas they have store keepers and watchmen.
We like to say here that there are many factors affecting the location
of FSC other than nearness to market places. Salient among others are
the accessibility of these centres to farmers and road linkages for
input purchase and produce evacuation. Also we like to mention that
although the SAR provided for the erection of 30 FSCs because of the
overblown expected business in the Project's enclave it was tailored
down to 20 Farm Services Centres in provision would have amounted to thick
dots of FSCs with little or no business activities - the initiative
used in cutting down the number should be appreciated.

Recommendations:

All the recommendations are taken in good faith. However, the
implementation requires dynamic management thrust to make the division
autonomous in the realms of finances and buasiness policies.

Marketing of Agro-Chemicals and Sprayers:

The marketing of agro~chemical was adversely affected by the inability
of the Project to import chemicals at cheaper rates for farmers.
Cost and Expenditure of the Division:

On expenditure, the report stipulated that 267 of the allocated

funds should be for Commercial Services Division, for some reasons

this was scaled down to 11.85Z. While we agree that it would definitely
affect the Projected activities its achievements should have been evaluated
on the basis of the actual amount disbursed.

Agricultural Technical Services Division:

Extension:-

In areas of organisation and staff, we like to say that in addition
to changing the Agric. Inspectors who were mainly primary six holde:s
to OND holders and the transfer of Home Economics from Training and
Information to Extension Services Component, the number of Zones was
reduced from 16 to 11. This was undertaken because the effectiveness
of extension agents in pushing packages play more domimant role than
multiplication of Zones and number of the agents.
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In areas of achievement, the number of demonstrations put at 5
per extension staff per annum is not true rather it is five demonstration
for different agronomic practices per crop.

On areas of Assessment Recommendation, the Lessons: Most points
raised border on reorganised training and visit Extension system now
in the Project. However, the assessment was predicated onlgge old and
past approaches and as such recommendation and lessons to learnt were
mapped out as if the new ocutfit has not been implemented. However,
before the withdrawal of the loan in March 1986, subsequent Workp.ans
were fashioned towards the revised Workplan and the stipulations an
the rephasing/recosting exercise. For example, the Extension - Research
linkage was strengthened by the introduction of new training and visiting
system and On-Farm Adaptive Research. The fact is, the reorganised training
and vigsit extension system started in 1987,

On areas of mobility: full advantage of World Bank mobility provision
was exploited, therefore mobility costraint was not encountered untill
late 1986 when the vehicles were ageing. It is therefore erroneous
to say that mobility has been an endemic problem since the inception
of the Project.

Also the 8.1.7.10 of the write-up suggesting a liaison between
ADP, research Institutes or Universities is contradicted under section
8.2.5.1 which infact indicated that such liaison is already in existence.

Also the comment on the under utilization of the Analytical Soil
Laboratory camnot be true, since the Laboratory was commissioned two
months before the PCR precisely on June 9, 1987. However, we accept
the fact that the nigh staff turnover brought about discontinuity in
research programme.

On areas touching on Achievement and Constraints, it was inferred
that seed procesing plant was under utilized because it achieved 19%
relative to its capacity. The large capacity was in anticipation to
cope with the request of adjoining States and Institutionms.

Under Livestock, it was postulated that the poultry section was
continuously generously staffed to the tune of 200%, there is an obvious
mix up here, and apparent double counting errors. The fact is, poultry
section is one of the three sections under Livestock component, the
remaining 2 are the Veterinary Services Section and Feedmill Section.

If Veterinary and Feedmill staff are deducted, we are within the limits
of SAR recommendation

Also under achievement on Commercial Layer Programme, it is not
true that the Commercial Programme proposed in the SAR was not implemented
but rather there was modification in the point of delivery or sale to
poultry farmers, while the former emphasised on day-old commercial layers,
the latter emphasised on rearing pullets to point of lay, that i{s 16
weeks.
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(d) Training and Information Division:
The report was properly presented, conclusions are well thought
out and recommendations would form basis of improving on the achievements
in the State-wide ADP.
(e} Planning, Monitoring and Evaluatfon Division:

The issues, conclusions and lessons learnt in the Planning

and Monitoring components are taken in good faith. However, some Scores
still have to be settled in the Evaluation Component. It is true the
component witnessed a high turnover of senior staff, but the intermediate
and junior staff were relatively on board throuhout the review period.
While the rapid succession of senior staff might not augur well for
the continuity of surveys and thorough supervision we will like to put
it on record that an insitu APMEU technical staff has always been in
the project since inception of the Project till date. Believeing in
his training and technical guidance we like to submit that a complete
vacuum was not created as the report like us to believe.

Also on areas of achievement, the component was castigated for
not initiating the Mid Term Report (MTR) because of the vacant position
of the PM and Chief Evaluation Officer. We like to say here that the
circumstance at that time did not permit the review, in the first instance
FACU, Benin that was supposed to initiate the review was still at its
foliage stage therefore in short of required personnel. Also the managers
of Project implementation who are to write the MIR did not
get their contract renewed by the State Government., They however wrote
a scanty report tagged Final Report which was found grossly inadequate.

In place of the MTR, the different sub-programme activities were appraised.
In light of the new dispensation, therefore there was the reorganised
programme prepared for World Bank appraisal in 1985 predicated on improving
the pitfalls of the past and adjusting to new horizons and improvements

in ADP implementation.

In areas of conclusion the component was charged with not demonstrating
enough awareness about the range of evaluation committments and evaluation
strategies to achieve desired goals., We like to react and say that
APMEPU's designed core agronomic and social Economic surveys are not
out on time because the analysis is always delayed. For example our
1986 FRADYS form are still with APMEPU, Benin till date. However, I
am happy that APMEPU is making very bold stride in bridging the skill
gap of professionals in the PM & E echelons by their periodic training
in computer and softwares applications and analysis.
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3. Socio-Economic Lffects:

In the introductory part of this write-up, we indicated the need

to develop an all emcompassing methodology(ies) that would incorporate all

the tangible and intangible benefits acruable from direct and indirect Project's
interaction with the rural target population that is a perfect matrix that
would accommodate a broad spectrum of quantifiable and unquantifiable indicators.
The fact that two different models were involved in arriving at the economic
rate of return for the Projects for which their Project Completion Reports

are being reviewed justifies the imperfection of econcmic rate of returns as
standardised index of Project performance. It should therefore be localised
and tailored to reflect all the peculiarities of the socioeconomic and technologica:
development of the target population. Be it as it may, and believing that

the merits and demerits of all the two models have been exhaustively elucidated
in the report we like to submit that its inadequacies to accommddate all what
we must impact has its own implications.

Going through the write-up under the section, we observed that 100,000
farming family was infered for the total population under coverage. The fact
18 that there are 70,000 farming families., The variance in this target population
has a lot of implications on the final analysis, moreso in situation where
the model used is "all sources". This as a matter of fact means that expected
benefits, rate and efficacy of innovations as well as relativeness of all the
performance indicators appraised to the target population is grossly underestimated
This to our mind, is a very big mistake and we find it difficult to justify
the basis for arriving at the economic rate of returns when the coefficient
of the lead equation is grossly deficient,

There was also preponderance of input used and adoption rate in both input
system and all sources approaches in the analysis of the economic rate of
returns. Recent studies have shown that rate of adoption of innovation is
no longe~ direct indicator of innovation adoption, but rather its characteristics
of the inputs as well as some associated variables.

Also we like to comment on the production figure used in the analysis.

The soruce is not clear from the report, we do not know why production figures
emanating from Planning, Monitoring and Evaluation sub-programme was not used.
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(£) Finance Division/Finencial Analysis:

(1) Accounting System:

We like to note that proper accounting system have been in
cperation since inception of the Project. The system measure
adequately to the requirement of Intermatiomal Accounting Standard
(IAS). However, the division lacked the calibre of technical staff
to institute and adhere to the internal control necessary for the
operation,

The officers and staff charsed with the double entries system
tried to maintain the books and record on double entries but with
the constraints that the number of skilled staff fell short of
requirements and so, some aspects like stores accounting, Asset
Inventory ledger and good costing methods were not in use.

(ii) Procurement:

Obtaining quotations by user departments have been discouraged.
Efforts are being made to cemtralise all purchases and the World
Bank Guidelines would be pursued in the months and years ahead.
(iii) Accounting Staff and Standard:

The observations and recommendations as they affect the quality
and quantity of staff are fully accepted. The Project would acquire
its computer and other peripherals this year preparatory to pilot
running of same with the mechanical device now in operation. Already,
the Project has adopted and now runs the standardised accounting
system recommended by FACU and the forum of Financial Controllers.
Also, the standard budget formats and budgetary control system
ags agreed by the same body is fully opertional now. The Finance
division would be further strengthened with technically viable
and professionally oriented staff to cope with the demands of processing
accounting data and giving adequate findncial and costing information
to managment.

(g) Engineering Divisfon:

According to the SAR porvision, constructed roads are to be
maintained for three years by the Project after which it is transferred
to the Local Government Area for maintenance. Efforts were made
by Ekiti-Akoko Technical Review Committee to involve the LGA but
this was not done because the LGA lacked required fund and personnel.

When the Chief Development Engineer left in 1984, a Senior Agricultural
Engineer acted in his capacity for the period. Therefore a vacuum
was not created.

Lack of funds and exigencies of other compelling programmes
during the period under review necessitated the smendments of some
programmes under Engineering Division.
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Finally, we like to point that on-going Project's performance appraisal
should be considered as a seperate entity with its own peculiarities

in totally different climatic, social and economic scopes.

Conclusion:

All the lessons enumerated were noted for the formulation and the
implementation of the new State-wide ADP., However, the basis for
exonerating the calibre of expatriate firm that managed the Project
is not known, moreso, when it contradicts the Team's Report on page
VI number 10 where it stated 'inter alia', "the performance of expatriate
firm to which the managment of the Project was entrusted suggests that

such decision to handover the Project should not be repeated".



