


 
COMPARATIVE ADVANTAGE AND POLICY PROTECTION ON TEA PRODUCTION IN 
                                                                      NIGERIA

Abstract
The study was carried out to analysis the comparative advantage and policy protection on tea production in Nigeria. Primary data collected through the use of structured questionnaires administered through Open Data Kit (ODK). Policy Analysis Matrix (PAM) was used in determining the comparative advantage and effect of policy on tea production. A budgetary analysis was prepared to estimate the cost of inputs and output and eventual comparative advantage and policy protection on tea production in Nigeria. Policy indicators such as Domestic resource cost (DRC) and Social cost Benefit (SCB) was utilized in evaluating comparative advantage while indicators such as Nominal protection coefficient (NPC), Effective protection Coefficient (EPC) and Profitability coefficient (PC) were used for assessing policy protection on tea production. The results from the analysis showed that Nigeria has comparative advantage in tea production, and can produce tea for export; earn foreign currency thereof. 	Comment by bidishah.25@gmail.com: Check font size.
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Introduction
Tea industry in Nigeria is predominantly smallholder enterprise, characterized by resource poor farmers who seem to be caught in the vicious cycle of low investment, low productivity and low incomes Ipinmoroti et al, (2019); Oladokun and Oluyole, (2021). These farmers also face various exogenous risks emanating from the biophysical and socio-economic environment in which they operate. These risks, coupled with farm specific resource endowments and constraints affect the level and variability of Tea farming household incomes and subsequently access to household nutritional requirements (Tea How, 2010; Raj, 2020; Oladokun and Oluyole,2021)).	Comment by bidishah.25@gmail.com: Don’t write two or three paragraphs in the INTRODUCTION; keep it concise.
Over the years, the productivity performance of the Nigerian tea industry has not been very satisfactory. Nigeria’s tea production is on the decline with many of the old fields in need of replanting as well as processing facilities requiring modernization and welfare structures calling for upgrading Ipinmoroti et al, (2019); Oladokun and Oluyole, (2021). At the global level, the Nigerian tea industry is losing out increasingly caught between rising costs on one hand and stagnant or declining prices on the other with low productivity and increase in the cost of production FAO, (2020). Low productivity performance has resulted in the low or below unit profitability in most of the tea manufacturing industries, which discouraged the owners to invest for productivity improvement, thereby causing further decline in the productivity status. The pre-requisite for the improvement of productivity of a particular tea manufacturing unit or the sector as a whole is to measure its productivity status Ipinmoroti et al, (2019); Oladokun and Oluyole, (2021).	Comment by bidishah.25@gmail.com: Don’t write the references like this. Follow the following format for all the references mention this manuscript: (Ipinmoroti et al., 2019)
Demand for tea is increasing and is expected to increase. It is still quite not a niche but has good potential for growth in Nigeria (Annual Bulletin of Statistics 2019; FAOSTAT, 2021). Upgrading tea value chain will help in increasing farmers’ income, contribute to rural livelihoods of stakeholders along the value chain, and ensure food security and food safety Oladokun and Oluyole, (2021). Including Tea in Nigeria’s agricultural priority system will improve its resilient to climate change and contribute to the GDP MBPC, (2019). Tea has a great potential to empower women and the youth Oladokun and Oluyole, (2021). Tea needs more attention from the research community, economist activities and policy support (Oladokun and Oluyole, (2021).  
There is dearth of information on Nigerian tea in terms of competitiveness and value chain analysis unlike Nigerian rice with 20% total value addition in paddy processing into basic milled rice, 17% total addition in basic milled rice processing into value added rice and a Domestic Resource Cost (DRC) of 4.88 (Oguntade, et al, 2011). However, it is quite interesting that all this information is known about the crop (rice) but unfortunately, there is no such information on tea, that is, there is a dearth of information on the competitiveness and value chain analysis on Nigerian tea economy. Information is also few on the effects of policies on production, marketing and processing. There is presently little or no research in the area of TVC that can lead to an understanding of employment generation, competitiveness and comparative advantage of the commodity. Furthermore, there is a dearth of information on determinants of competitiveness of tea production, processing and marketing in Nigeria. This has prevented the formulation of appropriate policies to reduce the effects Samuel and Deinibitein, 2021. Also, there is little or no information on the effects of government policies on tea production, processing and marketing in Nigeria. It therefore became necessary to evaluate policies effects on tea production, marketing and processing.	Comment by bidishah.25@gmail.com: Check font size.

Materials and Methods
Primary data obtained through the use of structured questionnaires administered through Open Data Kit (ODK). Policy Analysis Matrix (PAM) was used in determining the comparative advantage and effect of policy on tea production (Monke and Pearson, 1989). Policy indicators for measuring efficiency and policy reforms such as domestic resource cost (DRC), social cost benefit (SCB), nominal protection coefficient (NPC), effective protection coefficient (EPC), and profitability coefficients (PC) were employed. PAM was selected for the study because of its strength in assessing the impact of policy on comparative advantage and farm level profit. PAM is good in influencing investment policy on economy efficiency and comparative advantage. PAM is also known for its impact on evaluating agricultural research policy on changing technologies. PAM was utilized in the study by incorporating revenue and cost valued at private and social budget for tea production (Master and Nelson, 1995). The budgetary analyses of input and output prices were valued at private and social cost. The data was analyzed to estimate the comparative advantage and effect of government policy on tea production. 


Results and Discussion
The socioeconomic characteristics of the tea producers are presented in Table 1. The distribution of respondents by age shows that the mean age of the actors is 49 years. This implies that actors are in their active and productive age which may affect productivity and strength in searching for improved methods of production and other necessary information positively. This result support the findings of Oluyole et al, 2023. The result from the study indicated that majority of tea farmers in the study areas were male (63.7 %). This indicates the dominance of men in tea production. Overall result of the sex distribution of participants indicated the dominance of men in production.
 Findings from the study showed that majority of tea farmers in the study areas had formal education. The educational distribution for producer was (40.2%) that had secondary education. Education is a form of human capital; hence it has been reported to positively impact on ability to take good and well-informed decisions (Oluyole, and Oladokun, 2023).
Finding from the study showed the mean household size of actors to be 21. Majority (45.1%) of the producers had 6-10 members in their household. This indicates that the producers have quite a number of individuals to support in the farming activities. It is observed from the Table that majority (48%) of the producers were married. The large percentage of married respondents among the producers connoted that marriage is a highly cherished institution by the people of the study area. 
Table 1: SOCIOECONOMIC CHARACTERISTIC OF TEA PRODUCERS
	[bookmark: _Hlk125485073]Variables           Frequency       Percentage                            Mean                       SD  
                                 n=102               

	Age (years)                                                                                   49                         8,437     
≤ 30                          3                    2.9                       
31-40                      14                  13.7                     
41-50                     40                   39.2                    
51-60                     38                   37.3                    
>60                         7                      6.9
Total                   102                     100                                                                    
Sex
Male                     65                     63.7                      
Female                 37                     36.3                     
Total                  102                      100     
Years of Edu.
No formal edu      20                   19.6                                                                           
Primary edu         28                    27.5                                                                          
Secondary edu     41                   40.2                                                                         
Tertiary edu        13                   12.7                        
Total                  102                    100  
Household size                                                                                      21                         9.764
0-5                       30                  29.4                        
6-10                    46                   45.1                            
11+                     26                   25.5                         
Total                 102                   100                                                                         
Marital status
Single                33                   32.4                     
Married             49                   48.0                      
Divorce            20                    19.6                     
Total              102                     100                       


Source: Field survey, 2023

The financial analysis for Tea production systems is as presented in Table 1. A revenue of ₦245,181.32 and ₦433,033.76 per hectare at private and social value respectively. A net profit of ₦224,761.46 and ₦323,335.62 per hectare at private and social value respectively was attained in the production system. Tea production system had output transfer of -₦187,258.44. The production system had negative output transfer as shown in the table. This implied that social revenue is higher than the private revenue, and the existing domestic price of tea is lower than the boarder price. This further shows that there was a disincentive to tea output and government policies did not favour the private prices of tea
The production system had tradable input transfer of ₦-88677.49.  It could be observed from the result that tea production system had negative tradable input transfer suggesting that market prices for tradable inputs are lower than their comparable world prices. This implied an implicit tax on the tradable input used in the production of tea. The factor transfer of tea production systems showed that had factor transfer of ₦0. The result showed positive values for tea production. The profit transfer of tea production systems had profit transfer of -₦98,574.95. The result showed negative values for the production system. There is indication that the net effect of all the policies was not in favour of tea production.
TABLE 2: POLICY ANALYSIS MATRIX FOR TEA PRODUCTION IN NIGERIA
	Item
	Revenue
	Cost of tradable input
	Cost of domestic factor
	Profit

	Private prices
	245,781.32
	14, 175.56
	34,050.15
	197,555.61

	Social prices
	433,033.76
	102,853.05
	34,050.15
	296,130.56

	Divergences
	-187,252.44
	-88,677.49
	0
	-98,574.95



Domestic Resource Cost (DRC) for tea production in the study areas is as shown in Table 3. A DRC value of 0.32 and 0.63 derived which was less than one. This is an indication that the value of domestic inputs used in tea cultivation was lower than the value added in the two management system; therefore, an efficient use of domestic resources in tea cultivation. Also, implying that, it is better off, with the highest comparative advantage. The standard is, the lower the DRC, the larger the level of efficiency in production (Fazleen, 2017; Ude et al., 2013 ).
Social Cost Benefit (SCB) result for tea production management systems is as shown in Table 3. SCB in production was 0.36 & 0.55. This implied that the value of tradable input cost and domestic factor cost used in tea cultivation at social prices was lower than the revenue at social prices under the prevailing market condition. SCB result indicates that the sum of tradable inputs and domestic factors costs are less than the gross revenue under the prevailing output and input market conditions in the two management system. This is in agreement with (Voinescu & Moisoiu, 2015)  which found that rice processing has comparative advantage in the study area. 
NPC value 0.38 & 0.23 was derived for tea production which was less than one, implying that the domestic price for tea output was less than the comparable international price for tea. This also, implies implicit transfer of resources from the system and the system is unprotected by policy since the participants are earning less in private value compared to social value. The results further showed; that the outpour prices are lower than the boarder prices. This might be due to policy such as currency devaluation and exchange liberalization which increased the cost of maintaining tea farms. 
EPC value of 0.57 & 0.77 was generated for tea production was less than one in the two management system. The implication of this is that value added at market prices was lower than the value added at international prices. Hence, the producers were not protected by policy interventions. The PC value of 0.61 & 0.59 was generated for tea production was less than one implying that private profit was less than social profit. This indicates that the private profit was less than the profits evaluated at the world reference price. Hence, there was a lack of incentive in the marketing. There is a further indication that the producers were not protected by government policy
TABLE 3: COMPARATIVE ADVANTAGE & PROTECTION COOEFFICENT OF TEA  
                     PRODUCTION MANAGEMENT SYSTEM
	Tea management system
	NPC
	EPC
	PC
	DRC
	SCB

	Owner- managed
	0.38
	0.57
	0.40
	0.32
	0.36

	Sharecropper
	0.23
	0.77
	0.35
	0.63
	0.55

	
	
	
	
	
	

	
	
	
	
	
	


Source:  Field Survey, 2023
Conclusion
The study was carried out to evaluate the comparative advantage and policy protection on tea production in Nigeria for export. Tea budget was prepared for financial and economic cost valued at private and social prices. The study concluded that Nigeria has comparative advantage in production of Tea and it can produce for export. Present agricultural policy of Nigerian government does not provide incentives to the production.
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