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Report Highlights:
Cross-border smuggling of rice into Nigeria has increased markedly following the decision of the GON to increase of the Clean Report of Inspection (CRI) on rice imports.  Two rice importers have obtained approval to import bran rice at a lower duty rate of 50 percent.  Although unlikely, the GON says that it would ban rice imports as from 2006 to encourage local production.
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Executive Summary

The local press continues to report that the GON is promoting self-sufficiency in rice production and that rice imports will be banned in 2006.  Post believes that a complete ban is unlikely as it could result in food crises because of the huge domestic supply shortfall.   It is more likely that the GON will issue more licenses to investors in rice mills to import bran or paddy rice.  

Already, the two firms approved by the GON to import bran rice, have commenced milling operations.  The two companies have annual capacities to process 120,000 tons of bran rice each.  Three other applications are pending and may be approved soon.   Under the terms of the licenses, the companies are allowed to import 100,000 tons of bran rice each as a "raw material" over a period of one year.  The licenses are renewable.  Trade sources forecast imports of bran rice in MY2005 at 160,000 tons.  Approved importers of bran rice are assessed a lower duty of 50 percent, compared to 100 percent for milled rice.  Government sources indicate that the original intent was to allow imports of paddy rice at 20 percent duty.  The GON opted for bran rice imports because of concerns about the environmental hazards of the husks.  The GON favors local value addition to imports as part of the overall objective of increasing domestic milling capacities in anticipation of an increase in local rice production.  At present, all imports of bran rice are from Southeast Asia but importers have indicated interest in looking to the United States to secure their import supplies.  U.S. suppliers are encouraged to collaborate with importers to take advantage of this emerging market opportunity.

In the mean time, undocumented rice imports have increased markedly following the increase of the Clean Report of Inspection (CRI) by the GON.  In a circular dated 31 March 2005, the GON approved the issuance of CRI for rice imports from Thailand and India at $365 and $335, respectively.  These are the minimum CIF value for purposes of import duty valuation.  The CRI for U.S. rice is $365, same as that of Thailand.  Over the past three months, the retail price of rice increased by about 25 percent due largely to the increase in the CRI and rising international prices.  Imports to Benin Republic attract only 35 percent duty, representing about $200 per ton price advantage over imports through Nigerian ports.  Nigerian importers simply land their imports in Benin and then smuggle them into the country.  Major rice importers have persistently asked the Nigeria Custom Service to curtail smuggling of rice.
Forecast of Nigeria’s rice imports in MY2005 is unchanged at 1.5 MMT.  According to the trade, legal rice imports will not exceed one million tons, while the remainder will enter Nigeria in undocumented cross border trade.   Stocks are currently low at about 250,000 tons (about two months consumption).  However, trade sources indicate that stocks could increase substantially before December 2005 as importers are not certain if the GON will implement a ban rice imports from January 2006. 
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