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Global rice imports
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Building a Competitive Cassava Industry
Market Map: Cassava

While there are many uses for commercially processed cassava, the majority of
processors want fresh cassava. Chips appear an attractive solution to transport
challenges, but the market size and price penalty make it currently unattractive

-

\_

Producers > Processors > Buyers
On Farm / Rural .
Processing to Chips Ethanol Production
~
Animal Feed _ \
Ruminants, Poultry,
- Agquaculture
— Flour Milling
Commercial F&B |
Fresh Cassava (Baking, Brewing, Pharma)
Starch Production
S Industrial <
(Textiles, Oil & Gas)
Focus of MARKETS Cassava Glucose /
investment promotion research
I:IExisting Commercial Scale Activities i
I:ITraditionaI Cottage Industries — FreSh FOOd Trad|t|0na| FOOd
Processmg (Gari / Fufu / etc.)

I:' Potential New Opportunities to Explore
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Building a Competitive Cassava Industry
Production: Cost to Produce Fresh Cassava

Access to finance is a critical factor in supporting farmers
Cassava Production Costs by Growing Method, Per Hectare

N$120,000
NS
N$100,000
NS 90,705
N$80,000 - 0 CSU
= N$60,000 -
= N$ 55,063 A7%
Nsa0000 | [
41%
N$20,000 - %
53% o
c
N$- T T
Low Investment High Investment Estate
Traditional Method Traditional Method Cassava Production
Average Yield / 10 20 30
Hectare
Production Cost / Ton N$ 5,506 N$ 5,500 N$ 3,023
Farmer Income /
Hectare N$ 65,000 N$ 130,000 N$ 195,000
Farmer Profit/ Ha N$ 9,938 N$ 20,000 N$ 104,295

NOTE:
combination tractor and labor and is calculated on area only. Assumes selling price of N6,500 / MT.

SOURCE: Producer and processor interviews; MARKETS production cost model

USAID Nigeria — MARKETS - Investment Opportunities — 11-May-09 24 -

m Harvesting
Manual Weeding
= Planting
Fertilizer Application
m Herbicide
Applications
Stems
B Spraying Equipment
Herbicides

m Fertilizer

Land Prep

Ongoing stem costs should drop to zero unless a different varietal is selected. Harvesting is labor only for LIT and HIT production and are calculated based on yield per hectare; Estate harvesting is



Building a Competitive Cassava Value Chain
Processing: Consistency of High Volume Supply is Critical

Processors in general are carrying very high fixed costs. Therefore, volume is
critical as the more product that is produced, the less those fixed costs impact the

final unit price.

1,300

1,200

1.100

1.000

Tons of Cassava Required Per Month
To Meet Bank and Investor Obligations

Relationship Between Mill Gate Price Point and Volume

Generating Profits

At 6,500 Naira /

Commercial processors of
Cassava need consistent
volumes to be profitable.

Losses incurred due to
limited supply must be

900 4 Ton, This recovered when cassava is
processor would available.
300 need almost 900
Tons / month to
200 | break even Supply variability limits
Operating at a Loss commercial buyers ability to
600 | pay higher prices
500 T T T : T T
0 2,000 4,000 6,000 8,000 10,000
Price of Cassava at the Mill Gate
NOTE: This data represents a hypothetical cassava processing company (CassProCo). The factory has a value of 750MM Naira, of which 150MM is bank financed at 16% interest over a 7 year term. The remaining

600MM is from investors who expect a 5% annual return. The assets of the factory are depreciating over a 10 year period. The plant carries 875K Naira / month in fixed labor costs and 139K Naira / month in
fixed energy costs. The plant operates in 8 hour shifts and can process 30 Tons of Cassava per shift. The plant only operates when it has the required volume of cassava to run for a full shift. The plant can
operate up to 2 shifts per day, 20 days per month. Variable costs per shift to process the cassava are 36K Naira per shift for manual labor, fuel, and specialized inputs. The finished output of the plant is 20% of
cassava input (by weight) and sells for 110K Naira / MT. This model assumes complete market uptake of finished product at all volumes produced.

SOURCE: Processor interviews; MARKETS Cassava Production Model
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