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 1. Introduction 

Over the years, the agriculture industry has remained one of the dominant 

economic forces, contributing to the country’s Gross Domestic Product growth 

and generating jobs for the teeming population in the rural areas. Agriculture 

industry in Nigeria comprises growing crops, raising animals, and harvesting fish. 

It also entails processing of these into finished products for industrial and 

domestic consumption. Agriculture remains the base of the Nigerian economy, 

providing the main source of livelihood for most Nigerians. Despite these, there 

are challenges facing small and large scale farmers. These challenges are more 

of having inclusive financing, relevant and adequate farming inputs, sustainable 

infrastructure and insecurity than better processes and people. Thus, the 

emergence of Agritech companies has been linked with the need to address 

fund paucity, better farming inputs/equipment and crude farming practices by 

stakeholders in the industry and others that connect with it directly or indirectly 

for their survival.  

Between 2014 and 2018, some of the Agritech companiesfulfilled their promised 

returns on investment to the investors. Then, information indicates that micro 

and macroeconomic challenges impacting businesses were not enormous like 

what has been witnessed since 2019. During the booming period, the companies 

were able to explore inherent opportunities in the industry, deploying varied 

technology-driven products and services towards sustainable production, 

harvesting, marketing and distribution. Now that the economic challenges are 

mounting and causing expected damages across industries and sectors, the 

argument has been that agritech companies need to revisit their proposed ROI 

and align with the emerging new realities1. 

                                                
1Iyanda, M., (2021) Key Factors That Will Shape Payment of Return on Investment to Investors by 
Nigerian Agritech Companies in 2021, Tekedia, January 12, 2021 Available from: 
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2.  The Rules 

Under the introduction, we have discussed some of the challenges and 

opportunities in the Nigerian agriculture industry with the specific reference to 

the Agritech sector. As noted earlier, this sector offers a lot of opportunities. In 

spite of this, prospective investors, especially those outside Nigeria and Africa in 

particular need to understand certain rules that would enhance their sustainable 

investment journey in the sector. Specifically, this book focuses on the rules of 

investing in Agritech businesses. These rules emerged from experiences and 

works of FarmKonnect in the last few years. 

Rule 1:Look for the Devils in Books and in People Running the Company 

This rule is the mother of all the rules discussed in this book. In our 

understanding of how people seek knowledge about investing in various sectors 

and industries, this is a golden 

rule which must be embraced 

strictly by any prospective 

investor. It is a golden rule as 

the world becomes more 

dangerous for everyone to 

invest and get the expected 

return on investment. 

Therefore, as a prospective 

fund contributor [investor], we 

are of the view that you carry out a number of background checks on agritech 

businesses you have in mind. One of the fundamentals of this rule is that you 

must have more than one business for the background checks. This will give you 

                                                                                                                                     
https://www.tekedia.com/key-factors-that-will-shape-payment-of-return-on-investment-to-investors-
by-nigerian-agritech-companies-in-2021/ 
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an opportunity to weigh various options and select the most appropriate before 

investing your hard-earned money. In doing this you have to look out for certain 

things. 

The history of the company plays an important role while considering or 

planning on investing with any agricultural company. However, understanding 

the company’s history in the aspect of the company's prioritized product and 

how they have been able to accomplish their projected returns in the past and 

also giving attention to their track record since their existence. This will give you 

an in-depth insight on the history of the company to avoid falling into the hands 

of fraudsters. 

Secondly, investing in agriculture is way more than just dropping your cash and 

expecting returns. A successful and profitable agricultural project must be 

located in an optimal location with all necessary resources for its specific needs. 

You need to look out for the location of their projects and how suitable it is to 

accomplish their said goals and objectives. You should also be conscious of how 

the business is managing its farm projects/products. A company without modern 

methodologies and techniques which could help in managing uncertainties 

effectively would likely default in paying the promised return on investment.   

Rule 2: No Man is an Island on its Own 

There’s this saying “No man is an island''. To get secured with investment you 

have to communicate with people, ask questions, get acquainted with the 

agricultural company and also ask brilliant questions you might end up knowing 

what you didn't know before. In most cases, we advised prospective investors to 

communicate with agricultural investment and financial analysts what they have 

gained from following the principles and practices stated in Rule 1. Being with 

one of the analysts is an opportunity to understand the type(s) of risk the two 

companies that have been analysed are experiencing. In this regard, any of the 
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analysts would be able to give comprehensive advice. This takes us to the third 

rule, which is risk management.  

Rule 3: Matching Risks with 

the Promised Return on 

Investment 

If Rule 1 and 2 are followed 

strictly, our expectation is that 

you should be able to pinpoint 

possible risks the businesses 

are experiencing and how 

they are managing them towards sustainable growth or otherwise. In other 

words, assessing the relationship between risk and returns plays an important 

role in your investment decision. Most investors focus on the risk side of an 

investment but don’t assess the potential for and magnitude of returns. In our 

experience, we have found that agriculture remains the most sought-after 

industry that the majority wants to invest in without carrying out due diligence 

about the businesses they have interest in. Despite the fact that the agriculture 

industry enhances growth and sustainability of the others and sectors in the 

country, it is not immune from the impacts of economic instability. Therefore, as 

a prospective investor you need to know which of the farm projects or products 

being pushed to you by the businesses has a low ora high risk.  Conversely, the 

investment opportunities you may see most frequently are those with high risk 

and low returns. These are not the ones in which you are interested in investing. 

The investments in which you may be interested in investing are the ones where 

the rewards match the risk (low risk/low returns, high risk/high returns). 

Meanwhile, your ability to make an assessment of the risk/return profile is 

important in making successful investment decisions. 
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Rule 4: Systemic Personal 

Failure Portends Corporate 

Failure    

A business that has failed in the 

past in terms of defaulting in 

remitting previous investors’ 

return does not deserve your 

money. Therefore, don't 

gamble. It is important that you 

take a critical look at what 

people are saying about the 

business online and offline. You 

can explore various social 

networking sites and discuss with previous investors. You have to look at the 

business failure beyond what you gathered from the two sources [online and 

offline]. This is imperative as leaders of businesses nowadays have experienced 

personal bankruptcy in the past. Hence, their quest in the agritech sector 

because of low entry barriers such as access to farmlands in rural areas. Some 

leaders are also failing because of their inability to turn their businesses around. 

The golden principle of this rule is to set a cap on what you are willing to risk and 

be ready to walk away with a loss at that number to protect your personal 

finances. 

Rule 5: Understand Market Dynamics in Relation to the Target Company’s 

Strengths and Weaknesses  

Things won’t stay the same forever in the industry and sector. Studying the 

marketplace and targeted customers of the company are critical assessments to 
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make before investing. For example, understand their sales processes, evaluate 

the competitive market to determine if one or more competing businesses are 

rapidly gaining market share. Be careful of companies that use unsubstantiated 

market share to cajole investors. You should be able to do a simple calculation 

of the number of investors per a farm project or product package being 

proposed to you using addition of at least five businesses’ subscribers of the 

project or product package. Then, find out the percent each one has. This will 

assist you greatly to really know the actual market size for that project or 

package. This approach, in our experience, is better used for determining 

possible risks that connect with production activities of the project or package. 

Remember Rule 3. You have to match identified inherent risks with proposed 

return on investment by the businesses.  

Rule 6: Do Everything Possible to Understand Capital Structure 

In Rule 1 to 4, we specifically pointed out why you should carry out strict due 

diligence on companies in the sector. We noted that apart from using your 

personal instinct and effort, you also need to externalise your processes towards 

getting appropriate information by engaging with trusted family members, 

friends and most importantly agricultural investment and financial analysts.  
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Rule 6 is telling you that beyond all that you also need to know the capital 

structure of the companies. We have earlier stressed that you must look for the 

devils in the books of the companies. While reviewing financial records, we have 

noted that you should pay attention to the past three years' budgets and tax 

returns, a balance sheet, current accounts receivables, cash flow projections and 

profit and loss statements. Examine these to determine the business’s current 

net worth, its sales and expense trends and where the company’s strengths and 

weaknesses are. Again, pay particular attention to the company’s balance sheet, 

which is a list of current assets, liabilities and net worth. Paying attention is not 

sufficient, you have to carry out capital structure analysis. This analysis has over 

the years been one of the elements for judging financial performance of 

companies in terms of what percentage of profit being generated per invested 

fund. This analysis will help you in knowing whether the companies are 

generating 10%, 20% or more than these per invested N1.  

Rule 7: A Man Who Produces Nothing Can’t Gain Something, Your Money 

Don’t Deserve to Be with Him 

 

You will quite agree with us that 

majority of the agritech 

businesses only aggregate small 

holder farmers, giving them 

financial support and technical 

assistance in some cases. 

Therefore, the businesses are 

not directly involved in 

production of farm products 

they have assigned huge return on investment to. With this, our position is that 
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you should consider businesses that have farmlands, producing what they are 

marketing to you. Look at this scenario. A highly skilled chef might fail as a 

restaurant owner because he knows little or nothing about marketing, human 

resources and financial management. A highly skilled businessperson can drive a 

profitable restaurant into the ground because she knows nothing about creating 

menus that fit the restaurant’s brand, health department regulations, using loss 

leaders or other food-service specific strategies. Assess the company’s ability to 

operate the business, as well as those of their partners and any key employees 

they can’t afford to lose. 

Rule 8: Producing is Not Enough. Companies Can Also Falter 

This rule is connected with Rule 1 and Rule 7. Your due diligence, if carried out 

as expected, should be able to help you understand that the businesses you are 

analysing are having issues in their processes and people towards sustainable 

production that would lead to sustainable profit making and sharing [with you as 

ROI]. For the fact that the businesses produced the products does not mean that 

there will not be unexpected issues in other elements or stages of the 

agricultural value chain or the value chain of the product category. In our 

experience, businesses that have insurance cover for almost all the products 

have a high tendency of 

fulfilling the promised ROI. 

In other words, be very 

sure of the insurance policy 

on the investments, 

strategic partners and look 

out for what measures the 

businesses have put in 
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place to mitigate negative possibilities. 

Rule 9: Financial Credibility and Social Proof Mean Possible Good Omen 

It is a known fact that in the last 10 years, a significant number of agritech 

businesses have attracted local and foreign direct investment. Businesses that 

have low angel investors and venture capitalists mean that such businesses are 

yet to increase their capacity to deliver sustainable value to shareholders and 

stakeholders. With the financial credibility, we implore you to find out how 

much has been raised, and have their returns been paid back to investors.   

There is a direct link 

between financial credibility 

and social proof. While 

financial credibility indicates 

a company's ability and 

capability to attract 

influential investors, social 

proof increases when this 

happens and is debated 

constructively by 

subscribers and non-

subscribers of the businesses on social networking sites. In our context, social 

proof signifies strategic review of people’s mixed feelings about the businesses’ 

value creation and strategic engagement with the stakeholders and 

shareholders. What have people said about this particular company? Where is 

the context of the messages or views? How trustworthy are the actors in the 

forum/social networking site where the company is being discussed?  
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Rule 10: Prioritise 

Investing in 

Companies with 

Better Production 

Processes  

In Rule 7 and Rule 8, 

we said your money 

must be with the 

companies that 

actually do farming, not just aggregating funds and farmers. We also reiterated 

that producing is not sufficient. This Rule 10 wants you to consider processes 

being used by the companies. There are possibilities that companies that use 

modern farming techniques and methodologies would deliver in the face of 

numerous challenges, especially natural occurrences. This, according to our 

experts, has been hinged on the fact that using modern methodologies in 

addition to relevant technologies deployment could help in detecting issues 

during production, including distribution and marketing. In our experience, 

processes company employs determine ability and capacity to mitigate risks and 

uncertainties that could impact sustainable production, which is imperative for 

having adequate outputs for sale and eventual payment of promised ROI. 

Another core principle of this rule is that it is not a crime if you also make a 

physical visit to the companies’ farmlands and be aware of how they do their 

processing so as not to be caught unaware.  

 

 

Rule 11: Don’t Shoot Yourself  
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This is in consonance with almost all the rules we have been discussing. You 

want to increase your wealth that is why you are considering investing in the 

agritech sector. However, you should be very careful of the kind of ROI you see 

as the best and capable of increasing your net worth. There is evidence that 

companies defaulted and still defaulted in paying promised unsustainable ROI to 

their investors.  

Most of the time we shoot ourselves in our legs by not being realistic. 

Sometimes you need to be true to yourself. 

Whenever you are exposed to high or mouth-

watering returns on investment, there is 

likelihood that it is a scam, especially 

considering the devastating impacts of 

unstable macro and microeconomic indices in 

the country. Therefore, don't look for too high 

returns or too low returns.  Moderate returns 

would be fine. The golden principle is that if 

agriculture is as easy to make that high 

returns, then everyone would be on the farm. 

Rule 12: Look for Details in the Deployment of Aggregated Funds 
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In Rule 6, we reiterated that you have to ensure that you understand the capital 

structure, a strategy for 

determining financial capacity and 

deployment of a company.  With this 

Rule 12, we want you to 

understand that it is highly 

necessary that you ask and seek for 

information about how the 

investors’ aggregated funds are being utilised by the companies. In this context, 

one needs to know and get clear information about all investment processes. 

This will go in a long way of averting stories that touch the heart.  

The principles in this rule are being given because our experience has shown 

that a number of agritech businesses aggregate funds and disburse them as 

loans [in some cases to small holder farmers instead of doing the real 

agribusiness with them]. In specific terms, dedicating your money to the 

businesses is not enough. You need to look out for them, focusing on the project 

the money was collected for.  

Rule 13: Producing is not Enough, Your Choice Must Also Know How to Reach 

Other Actors on the Value Chain of What Was Produced 

This rule is better applied in relation to 

Rule 7 and 8, where we stated that 

agritech businesses that produce nothing 

should not be considered. And 

production does not mean that the 

businesses cannot crumble. We have 

earlier linked the possible failure to the 

instability in the country’s economy. 
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When making a choice, it is essential that you ask the sales representatives or 

owners of the businesses about the existence of buyers at the various stages of 

distribution and marketing components of the product or project value chain. 

Our sermon is that you need to consider whether there is a demand for their 

product or project in the market and whether or not the market is oversaturated 

with their produce or product. Identifying these factors will help you create a 

clear and defined channel on how visible the returns would turn out. 

Rule 14: Utilise Your Thinking Cap in the Context of Available Finance and 

Future Plans  

Before making any investment, consider your overall financial goals. Are you 

investing for your retirement, to buy a house or for some other specific 

purposes? Is this a general savings investment? What would you like to do with 

this money, and how quickly would you like to access it as needed? How much 

do you need this money to grow, and how easily could you replace any losses? 

No investment will come without risk of either losing your money so be careful 

to know the kind of money to put into investment.  It is also important that you 

consider the future possible expenses. It gives a perfect rest of mind when you 

prioritise this earlier.   

Rule 15:  Look for Workable Core Elements of Business Model and Growth 

Trajectory  

This is the second golden rule. 

Remember Rule 1, where we 

emphasized that you must know the 

devils. In the Rules that follow Rule 1, 

we did say that you need to 

understand the business system, 

structure and people operating the 

https://www.thestreet.com/retirement/how-to-invest-for-retirement--14999407
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business you intend to put your money in. One of the ways of knowing that a 

business exists and making significant progress is to look at the model it uses. 

Model simply means how the company operates, what it stands for in terms of 

value proposition and how it makes money having deployed various resources. 

As good as this, some of the core components of a model do fail. This has 

significantly been linked with the internal and external factors. The internal 

factors have largely been the failure of the business owners and employees to 

diligently perform the core features of each of the components, while 

competitive forces, national and global economic instability are driving external 

factors. Therefore, if you want to invest in XYZ Company, you need to find out 

how it creates and captures value [generating revenue]. There is every tendency 

that a company that has only one source of generating revenue would falter, it's 

better to be sceptical with such a company.  Remember Rule 8! We believe that 

successful companies should position themselves towards sustainable revenue 

generation and profit maximization.  

Some products or projects in the agriculture industry are of low and high risk, 

indicating mixed chances of getting promised ROI as at when due. One of the 

ways, we believe you can detect companies that won’t default in ROI payment, 

is examination of insurance cover details for products and projects. In this 

regard, we are not saying insurance cover for the company as a whole. In 

addition, you need to directly or indirectly ask the company what exactly the 

insurance package is covering. Engaging the company is not enough. You need 

to find out from the insurance company and also apply principles and practices 

we discussed in Rule 1. 
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Rule 16: How Capable are the Stakeholders Running the Company towards 

Your Mission Attainment 

The strength of the company's stakeholders plays a significant role in your 

investment. Before investing in a company, look carefully at who is in charge of 

decision making. How much experience and stake do they have in this industry? 

Have they run the company for a long time, or does the firm experience 

frequent shifts in leadership? Are they well regarded in their industry? How 

much do they tend to focus on their company as opposed to, say, their social 

media account and personal celebrity? Strong stakeholders are essential for any 

company, but it is particularly crucial for ones that hope to achieve long term 

stability and growth. As an investor, that's usually what you want, so make sure 

not to miss any red flags. 

Rule 17: Do You Have an Emergency 

Fund in Case…  

Unless one has a proper emergency fund 

in place, starting to invest for long-term 

goals may be futile. As the name 

suggests, emergency situations arrive 

uninformed and also need immediate 

action. There could be a setback to one's 

earning capacity due to a temporary 

disability or there could be job-loss 

running into a few months. Even a 

medical emergency may crop up at a time when the claim is taking time for 

settlement or the ailment itself may have a waiting period. In all such cases, one 

may have to arrange for funds to tide over the situation. 

https://www.thestreet.com/technology/history-of-tesla-15088992
https://www.thestreet.com/technology/history-of-tesla-15088992
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Rule 18: Look for Devils in the Deal Terms and Choose Wisely While Not Forget 

to Know Your Rights  

This Rule connects with Rule 1. As 

you are searching for information 

that would help make the right 

decision on whether to invest in that 

company or not, it is highly 

compulsory that you read terms and 

conditions well before committing 

your money into the products or projects. Your choice of investment and 

reasons behind them gives a clear picture of what you want, when it comes to 

investment one has to be very careful and sensitive to making decisions as this 

can make or mar your finances.  As a potential investor in an agricultural 

company, you have to understand your rights and know what your money 

covers, it’s important that you review and understand them before you invest. 

Rule 19:Be Careful of Highly Regulated Products and Projects 

Like other industries and 

sectors, the Agritech sector is 

not exempted from constant 

regulations and policy 

changes. Hence, you need to 

pay specific attention to 

segments being regulated 

and politicised by the state 

and federal governments. The failure to pay attention to applicable legislation 

can mar your ROI because the companies you invested in would have issues 

capable of preventing them from making the payment as at when due or not at 
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all. When regulations or policies are positive, there is a likelihood that your 

money won’t be lost. For example, the closure of Nigeria’s land borders to trade 

imports in August 2019. Following the Federal Government order, the demand 

for locally produced rice which was usually considered by consumers as a distant 

substitute for the imported rice, rose to an all-time high thereby increasing 

profit and validating the choice made by an investor to invest in local rice 

production. Conversely, if and when the Federal Government opens the land 

borders to trade, the demand for locally manufactured rice may fall given the 

availability of the preferred imported rice and this may cause loss of profit or 

loss of investment to the investor. Therefore, to have sustainable value, 

attention needs to be paid to existing legislation and changes to the same. 

Rule 20: Watch out for Consistency. Company That Lacks Consistency as a 

Principle Won’t Be Accountable and Committed  

In some of the previous rules, we 

stressed that businesses that aggregate 

funds and loan to the small holder 

farmers without having their own 

farmlands among others do not deserve 

your money. With Rule 20, which sums 

up principles and practices in the other 

19 rules, we want you to search and 

understand the consistency principle of the company you want to have your 

money with. If a company is consistent with its production methodologies and 

management strategies, there is a possibility that it would generate expected 

revenue and be profitable when uncertainties are managed effectively and 

efficiently. A company that lacks consistency as a principle won’t be accountable 

because accountability connects with how the people internally see their tasks 
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and roles towards end goals -maximising stakeholders, shareholders and 

investors’ value.  

Apart from seeing commitment within the context of how employees work and 

behave towards corporate and personal goals in relation to value creation, you 

also need to determine the commitment from how the company relates with 

customers, investors and its immediate host community members, especially 

the vulnerable. If they are giving back, it’s a great sign that they are empathetic 

and act in a meaningful way. Dig in a bit deeper into how they give back. Is it just 

at the company-level like throwing parties or to the society like promoting food 

security?The relationship between the staff and inventors is very paramount as 

it creates room for proper interaction and a sense of relief for potential 

investors and make sure you know that their concern is not only about your 

money but also concern about the growth of your finance in relation to their 

vision and mission and also make you important. Another golden principle of 

this Rule is that getting sound information on how diligent and sincere the 

company is on their pay out process determines how successful your investment 

would be. 
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3.   Epilogue 

The limitless opportunities presented by the food and agribusiness industry, 

especially in terms of food supply, job creation, investment and financial 

inclusion, have continued to raise interests in the industry. However, as people 

look for investment opportunities in the industry, they are open to a number of 

risks some of which include loss of investments, deferred collection of returns on 

investments, or breach of contract or agreement and so on. In the last couple of 

years a lot of agritech companies have sprung up to provide digital solutions to 

the myriads of problems faced by the smallholder farmers and then create an 

enabling environment for commercial agriculture to thrive in the continent. 

However, due to lack of finance and adequate support from the Government, 

many of these Agritech companies and agribusinesses resort to crowdfunding 

model, be it in equity or non-equity funding, as the mainstay of their financial 

wherewithal. Between 2015 and 2020 the agritech companies in Nigeria have 

increased by multiples of hundred, and due to oversaturation of the market, 

there has been a lot of abuse by many of the players. Several analyses have also 

shown that most of the Agritech and agribusiness companies in the country have 

failed to meet clients or customers’ expectations regarding ROI in recent periods 

while many of them attributed their inadequacies to the COVID-19 Pandemic. 

Hence, the lesson to be learnt is that having sufficient information not only about 

the business itself but also about the impact of the macroeconomic and the 

macrosocial forces on the business is very vital in making investment decisions, 

especially in the agriculture industry which involves high level of risk. Business risk 

assessment is an integral part of the due diligence expected of a potential 

investor before venturing into the business. This goes from thorough 

understanding of the image, products, structure, track records and reputation of 
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the company as well as the influence that an external factor like a sudden 

pandemic could have on the business.    

4. Disclaimer 

This book has been produced using a number of sources and experiences of the 

competent staff of the FarmKonnect Nigeria Plc and experts in Nigeria's 

agriculture industry. However, prospective investors in the Agritech sector also 

need to consider seeking advice from investment analysts before applying the 

principles and practices of the rules explained in the book.  

Special Note: All the picturesdepicting each rule are from a number of local and 
international sources. 
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