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SUMMARY AND CONCLUSIONS

(1) In spite of the increase in official attention the agricultural
sector has received over the last few years, its performance has been disap-
pointing. Cocoa output is declining steadily and, particularly in recent
years, food production has fallen dramatically. Over the past two years food
prices have risen sharply and some areas have suffered from acute food short-
ages. Undoubtedly, some of the difficulties that currently affect productive
activities throughout the economy have also influenced agricultural production.
For example, the widespread import restrictions share responsibility for the
lack of transport capacity and the consequent problem of timely evacuation of
produce; the present value of the cedi considerably affects the allocation of
resources, distorting demand levels, substitution elasticities between
different farm inputs and relative attractiveness of various crops. Also, by
creating a large disparity between domestic and external prices it has led to
a substantial diversion of agricultural inputs and produce across natiomal
boundaries. However, this review will focus on matters over which the
Ministries of Agriculture and Cocoa Affairs have some authority, and leave out
the consideration of general macro-economic issues. It will also deal primarily
with the immediate problem of how to create a more favorable environment in
order to stimulate production, and does not present an analysis of historical
development of the sector, nor does it set out to give a long-run perspective.

(i1) The general economic disruption and the weather share some of the
blame for the more recent difficulties, yet inadequate policies and ineffi-
cient institutions are considered to be the main cause of the sector's poor
performance. They can be traced back to two basic shortcomings in the govern-
ment's approach towards agricultural development: first, it has given the
public sector an exceedingly large role to play, which the latter has proved
unable te perform adequately, and secondly, it has failed to give proper
support to smallholders. It is essential that policy changes reflect a
willingness of the government to let the private sector operate more freely
and to strengthen services to small farmers, reducing the emphasis on large-
scale, often mechanized, farming.

(iii) Action is most urgently needed in the institutional area. Effective
assistance to farmers requires a shift in operational responsibility in

the Ministry of Agriculture (MOA) from headquarters to the regions and districts
(paras. 37-38). Such operational decentralization would have to be comple-
mented by a strengthening of planning, budgeting and policy preparation

in Accra, and a better coordination of operational and non-operational func-
tions (paras. 39-40). It is further recommended that all extension work be
the responsibility of MOA, including that which is now undertaken by the
Grains and Legumes Development Board and the Cotton Development Board. On the
other hand, input distribution, seed multiplication and mechanization services
could be more efficiently undertaken outside the Ministry. The need for
better planning and coordination is equally strong in the Ministry of Cocoa
Affairs (MCA). 1t is recommended that a cocoa planning unit be established,
and that MCA exercise more stringent financial control over the operations of
the Cocoa Marketing Board (paras. 43-44). The lack of adequate financial
accounting and reporting standards is characteristic of most of the 12 boards
and corporations operating in the agricultural sector, and is serious in view



of the large sums they handle every year. Further expansion of parastatal
activities should be halted in favor of greater involvement of the private
sector. This applies in particular to production and certain marketing
operations (para. 45).

(iv) Deficiencies in marketing infrastructure and environment constitute
positive disincentives to agricultural producers. Difficulty of access

and shortage of vehicles limit the volume of produce that can reach the

markets and discourage production (paras. 56-57). It is of utmost importarce
that a relevant market intelligence service be established (para. 58). Market
intervention should not be attempted until conditions for its effective
implementation exist (para. 59). This includes adequate and properly sited
storage facilities which are almost completely lacking at all levels. Planning
of these facilities should be carried out under an overall storage program
(para. 60). Price support policy affects particularly cotton and cocoa where
government is the sole buyer. 1In view of the rise in prices of competing
crops, it is suggested that, as input subsidies are removed, the cotton producer
price is marginally adjusted upwards, though such changes should be carefully
monitored (para. 63). Similarly, unless the cocoa producer price is raised
substantially to ¢50 per 30 kg. load, -- assuming, again, a removal of input
subsidies -- a continuation of the downward production trend for cocoa can be
expected (para. 64). The extensive system of input subsidies has mainly
benefited a small number of large farmers. Generally, the abolishment of

these subsidies is expected to discourage uneconomic production of certain
crops, reduce smuggling and help relieve the pressure on the budget (paras.

65-68).

(v) Substantial resources continue to be allocated to mechanized
farming which in the tropics has shown a high rate of failure. Mechanical
cultivation has encountered numerous problems in Ghana and, if inputs are
properly priced, is in most cases uneconomic. Higher returns are obtained
with hand or ox cultivation. Scope for mechanization exists but on a reduced
scale, on certain types of soil, and with improved management practices
(paras. 73-76). The vision of high-technology modern farming has frustrated
attempts at moving from traditional techniques to an appropriate technology
phase. It is suggested that a survey be made of available technologies and
their adaptation studied.

(vi) Only drastic steps are likely to succeed in halting the continuing
decline in cocoa production. The long-run prospects depend on the replanting
effort, which is determined by price incentives, availability of seed pods

and proper extension services. It is estimated that 50,000 ha of cocoa goes
out of production every year, yet current seed pod output 1s enough to replant
only 20,000 ha. In the short run a higher producer price coupled to a removal
of subsidies and an adequate volume of sprayers and insecticides, might raise
output by perhaps 100,000 tons. Under these circumstances, and at the present
high cocoa price, the immediate negative impact on budget revenue of a substan-
tial increase in the producer price will most likely be limited (paras. 80-82
and 85). The establishment by the Cocoa Marketing Board of a major haulage
unit and the CMB's first steps towards the setting up of cocoa plantations
tend to draw attention away from the real causes of the lack of private
transport capacity and of the decline in production (paras. 83, 84).



(vii) Considering that the average consumption of animal protein in Ghana
is adequate, though there are deficiencies in certain areas, and that the
principal need is for an increase in the production of energy foods (cereals
and root crops), it 1s proposed that investment resources be first channelled
towards the latter, and that investment in meat production be withheld for

two to three years. This would provide time to test the commercial viability
of the existing beef ranches and see whether the 1974 level of maize production
is likely to recur (paras. 89, 90).






INTRODUCTION

1. This review of the agricultural sector was undertaken for three
reasons: (i) to analyze what lies behind the poor performance of the sector
as evidenced by the sharp rise in food prices, acute food shortages and
declining volume of cocoa exports; (ii) to examine certain policy issues and
institutional aspects which are affecting Bank projects or which are considered
especially sigunificant in the Ghanaian context, and (iii) to help determine
the Bank's approach towards agricultural lending to Ghana. The mission did
not review the fisheries sector, which had been adequately covered earlier, or
the forestry sector, for which a separate review and project identification
mission visited Ghana in early 1978; nor did it look into the prospects for
irrigation which, it is suggested, should be subject of a separate study. The
report is in three volumes, the first of which - the main report - presents in
condensed form a discussion of the propects for agriculture, by crop and
region, as well as of various policy and institutional issues; these are dealt
with at greater length in eleven separate annexes, which together constitute
volumes II and IIL. The supporting evidence for the conclusions and recommen-—
dations in the main report is contained in the annexes.

2. In spite of the increase in official attention the agricultural
sector has received over the last few years, its performance has been dis-
appointing. Undoubtedly, some of the difficulties that currently affect
productive activities throughout the economy have also influenced agricultural
production. For example, the widespread import restrictions share responsi-
bility for the lack of transport capacity and the consequent problem of timely
evacuation of produce; the present value of the cedi is distoring demand
levels, substituting elasticities between different farm inputs and relative
attractiveness of crops, and has also led to a substantial diversion of
agricultural inputs and produce across national boundaries. However, this
review will focus on matters over which the Ministries of Agriculture and
Cocoa Affairs have some authority, and leave out the consideration of general
macro—economic issues. It will also deal primarily with the immediate problem
of how to create a more favorable enviromment in order to stimulate production,
and does not present an analysis of historical development of the sector, nor
does it set out to give a long run perspective.

3. It is surprising that in spite of the sector's obvious paramount
importance, successive govermments have given it low priority in their
development programs. Agriculture directly contributes about 40 percent of
GDP. WNearly 70 percent of the population live in the rural areas and derive
an income from agricultural or related activities. The sector satisfies the
bulk of the country's food requirements, and more than 70 percent of total
export earnings come from cocoa and timber. Nevertheless, at one stage,
during the Nkrumah Govermment, the Ministry of Agriculture (MOA) was vir-
tually dissolved, and with it the extension service. The present Government
has made serious efforts to bring agriculture back to the forefront and has
recognized its key role in the overall development process. Through campaigns
such as the "Operation Feed Yourself'-- started in 1972 --and its successive
phases, it has set itself targets for self-sufficiency in major food and
industrial crops, and rapidly increasing budgetary allocations attest to the
seriousness of its intentions.



4. It is paradoxical therefore that after 5 years of increased emphasis
on agriculture, the country should now be experiencing the worst food crisis
in its 20-year history. To some extent this may be attributed to the weather.

Rains in 1975 and 1976 were insufficient and irregular, and particularly in
the North certain areas were severely hit by drought. Abnormally cool weather
and lack of rain also affected the cocoa crop. Yields of most crops in 1975
were well below the level in 1974. However, even under normal weather condi-
tions production in 1975 would not have come near to that of 1970. Cereals
show a continuing declining trend. The deeper reasons for the failure of

the Government's efforts are considered to relate to questions of agricultural
policy and organization rather than the weather. They are therefore the focus
of this report.

BACKGROUND

5. Ecologically Ghana consists of two main zones: the forest zone,
high rainfall and semi-deciduous forests covering roughly one—third of the
country (but inhabited by two-thirds of the population), and the savannah zone
taking up the vemaining two-thirds.

Table 1: ECOLOGICAL ZONES

% of land area

High Rainfall Forest 4
Semi Deciduous Forest 21
Transitional Zone 11
Coastal Savannah 7
Northern Savannah 7
Total 100

Source: FAO Perspective Study of Agricultural
Development for Ghana.

Approximately 11 percent of the total land area is under cultivation; half
of it is producing cocoa and around 40 percent is used to grow food crops.
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Table 2: ©LAND USE IN GHANA

(1970)

000 ha £
Total Geographic area 23876 -
Total land area 22703 : 100
Reserved forest 2436 10
Unreserved forest 5423 24
Total area cultivated 2582 11
of which food crops 1117 5
cocoa 1300 6
Bush fallow 12262 55

Ratio bush fallow/area

under food crops 11:1

Source: FAO Perspective Study of Agricultural Devel-
opment for Ghana.

With an average population density of 27 per km2 for the country as a whole
there is no overall scarcity of land. However, in certain parts of the
forest belt, particularly in the Central and Eastern regions where densities
reach 100 per km~ 1/, population pressure is causing serious problems of food
supply, ecological preservation and maintenance of soil fertility. 2/ This
is aggravated by the inequality in the distribution of land holdings, which
in these two regions is greater than in any other except Ashanti region.
Sparsely populated areas with agricultural potential exist in parts at the
Northern and Brong Ahafo Regions and in the Afram Plains. In spite of poor
physical and social infrastructure a modest degree of spontaneous migration
to these areas is taking place.

6. The most important single crop is cocoa, for which a separate min-
istry has been established (Ministry of Cocoa Affairs) which includes the
Cocoa Marketing Board. Cocoa is often treated separately from the rest of
the agricultural sector as if there is little interaction between the two.
The present structure of product prices, however, has encouraged competition
between food crops and cocoa for both land and labor. Cocoa farmers find

it increasingly difficult to attract labor and in a number of cases have
switched to crops such as cassava and plantain.

7. The bulk of the country’s food is grown by smallholders using tra-
ditional techniques. Fertilizer use is virtually restricted to large-scale

1/ A similar high population density exists in the Upper Region in the
areas around Bawku.

2/ The average cultivated area per holding in Central Region is 1.0 ha and
in Eastern Region 1.2 ha against a national average of 1.6 ha.
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farming enterprises.
strong encouragement from the Government.

Large-scale mechanized farming continues to receive

Except for rice, however, its

impact in terms of production is insignificant.

Development of mechanized

rice farming is concentrated in the Northern Region, where the area under

rice more than tripled between 1970 and 1975.

Ox cultivation 1s practiced

in the Upper Region but elsewhere only on an experimental basis.

8. A considerable proportion of Ghana's total imports consists of food.

Food imports have in some years amounted to as

much as 20 percent of total

imports, though this share has recently been lower due to import restrictions

and measures, such as the ban on rice imports, to encourage domestic production.

Table 3: FOOD IMPORTS 1970-1975
1970 1971 1972 1973 1974 1975
¢m % ¢m % ¢m % ¢m % ¢m % ¢m %

Food and Live

animals 79.5 19.0 62.6 14.1 72.2 18.4 111.7 21.3 140.6 21.3 105.0 11.
of which:
fish (fresh

& frozen) n.a. n.a. 11.7 17.9 17.7 15.3
wheat 4.7 3.3 8.5 15.5 25.0 22.5
rice 10.1 6.0 3.6 17.4 20.9 -
sugar 16.4 6.2 14.0 20.8 16.8 9.1
Source: External Trade Statistics

9. Budgetary expenditure for agriculture has grown rapidly, as has

overall government expenditure, though the increase is to a large extent
nominal rather than real due to the high rate of domestic inflationm.
Nevertheless, as a proportion of total expenditure, the allocation for
agriculture rose from 3.0 percent (1971/72) to 7.3 percent (budget 1977/78).
It is significant however, that the share of agriculture in capital expen-
diture went up from 4.1 percent to 13.7 percent over this period, and the
increase - from ¢4.0 million to ¢65.7 million ~ would be considerable in

real terms as well since a large proportion is
the rise in prices was much more moderate than

spent on imports, for which
for local goods.

5



Table 4: BUDGETARY EXPENDITURE ON AGRICULTURE l/
(millions of Cedis)
Index of (3) as % of (2) as %
Current Capital Total (3) Total of Total
exp. exp. exp. 1971/72=100 Budg. exp. cap. exp.
(1) (2) (3) (4) (5) (6)
1971/72 10.5 4.0 14.5 100 3.0 4.1
1972/73 13.2 6.4 19.6 135 3.7 7.6
1973/74 22.9 13.2 36.1 249 5.0 10.1
1974/75 41.9 23.4 65.3 450 6.0 9.9
1975/76 53.9 38.8 92.7 639 6.5 8.8
1976/77 (est.) 58.6 52.3 111.0 766 7.8 14.5
1977/78 (est,) 95.1 65.7 160.7 1108 7.3 13.7
Source: Ministry of Finance, Annual Estimates
1/ Excluding cocoa
PROSPECTS FOR AGRICULTURAL PRODUCTION
Crop Potential
10. Considering the relatively large number of extension staff employed

by MOA, the Grains Board and other institutions, and the rapid rise in fer-
tilizer imports in recent years, as well as the general boost given to agri-
culture through the Operation Feed Yourself (OFY), the performance of the
sector 1s disappointing. Cocoa output shows a declining trend and the 1976/
77 crop is the lowest for 17 years. Production of the two major categories
of crops —- cereals and starchy staples —- in 1975 was below the level of
1970, even though self-sufficiency in food was given top priority when OFY
was initiated in 1972. 2/ Normal climatic conditions would have improved

the picture somewhat, yét the overall outlook for raising output, based on
past performance, is mnot encouraging. However, individual crops show varying

trends.

2/ Production figures may not be a reliable guide to food availability

- as they are not based on actual harvests. Particularly in the case of
starchy staples, crops may not be harvested if transport and marketing
facilities are considered inadequate.



AREA ('000 ha)

Maize

Rice
Millet
Guinea Corn
Cassava
Yam
Plantain
Groundnuts
Oilpalm
Cotton
Rubber
Sugar Cane
Tobacco

PRODUCTION (000 MT)

Maize

Rice
Millet
Guinea Corn
Cassava
Yam
Plantain
Groundnuts
Oilpalm
Cotton
Rubber
Sugar Cane
Tobacco

YIELD (kg/ha)

Maize

Rice
Millet
Guinea Corn
Cassava
Yam
Plantain
Groundnuts
Oilpalm
Cotton
Rubber
Sugar Cane
Tobacco

TABLE 5: AREA, PRODUCTION AND YIELD OF

SELECTED CROPS, 1970-1975

Form of Produce 1970 1971 1972 1973 1974 1975
453 433 389 406 425 320
55 61 70 66 67 79
249 230 176 192 222 199
243 233 200 221 216 208
351 351 380 373 389 285
172 172 134 130 133 117
288 288 306 336 343 230
98 98 92 79 111 102
111 111 113 125 146 144

0.8 1.9 3.7 4.4 4.5 12.9

10.1 10.1 10.5 10.9 10.9 11.3

4.0 4.0 5.3 4,7 5.3 5.8

1.6 2.2 2.5 3.2 4.0 3.1
Dry Grain 482 465 402 427 486 343
Paddy 49 55 70 62 73 71
Dry Grain 141 130 99 109 154 122
Dry Grain 186 173 152 167 177 135
Tubers 2388 2388 2840 2865 3606 2398
Tubers 909 909 679 686 350 709
Bunches 1641 1641 1670 2071 2024 1246
Nuts in shell 102 102 89 127 157 111
Bunches 696 696 711 782 917 901

Seed Cotton 0.4 1.2 1.9 1.7 2.2

Smoked Sheet 9.1 9.1 9.6 10.3 9.9 10.3
Cane 112 112 145 161 171 205

Cured Leaves 0.9 1.5 1.8 2.7 3.4 2.3
Dry Grain 1064 1076 1036 1053 1143 1074
Paddy 887 904 1001 939 1096 906
Dry Grain 567 566 561 566 695 614
Dry Grain 766 741 761 754 818 650
Tubers 6813 6813 7466 7688 9282 8429
Tubers 5275 5275 5066 5297 6402 6041
Bunches 5704 5704 5449 6158 5905 5418
Nuts in shell 1038 1038 a77 1601 1411 1091
Bunches 6279 6279 6277 6279 6273 6272

Seed Cotton 500 632 514 386 489

Smoked Sheet 891 891 914 945 908 912
Cane 27950 27950 27415 37404 32245 35328
Cured Leaves 563 682 720 844 850 742

Source: Ministry of

Agriculture



a. Cocoa (Annex II)

11. Since 1971/72 production has declined markedly, the delayed result
of neglected planting in earlier years, but also of unfavorable weather and
generally poor management. There is a high proportion of old trees and an
estimated 50,000 ha, between 3 and 4 percent of the total area under cocoa,
is going out of production each year. Output projections by the International
Cocoa Organization (ICCO) —-- 430,000 tons by 1980 and 480,000 by 1985 —— seem
decidedly optimistic in the light of present conditions (para. 80). If these
conditions persist a continuation of the downward trend, an annual drop of
approx. 10,000 tons, is considered more likely; production in 1980 would

then be close to 320,000 tons and 275,000 tons in 1985. However, a change

in incentives and support measures could have a tremendous impact, and a
short-term response, raising the level of production to 450,000 tons, might
be obtained (para. 80). The effect of more intensive planting would not be
felt until the late 1980's.

b. Cereals

12. Maize (Annex I paras. 33-34). The area under maize declined almost
continuously over the last five years. Yields remained at around one ton per
hectare and production declined accordingly. A bumper crop in 1974 brought
the country back to self-sufficiency and even surplus production, but owing to
a lack of storage capacity, buying agents were unable to purchase all surplus
produced and average farmgate prices declined accordingly. As a result
farmers reduced areas planted to maize in 1975 by 25 percent. The combination
of reduced acreage and unfavorable weather conditions in 1975 led to a sharp
decline in production of 30 percent and first estimates indicate a further
reduction for 1976. Given the present low yield level, there is sufficient
scope for production increase through yield improvement, requiring relatively
little additional labor input. With trial results of between 3 and 4 tons

per ha in the main production areas, average yields of 1.5 tons per ha could
be obtained with improved packages, thus increasing present production by more
than 50 percent. Comparative farm budgets show that under such conditions
maize production by smallholders using hand or ox cultivation compares fa-
vorably with other foodcrops. 1If a drastic improvement of present support
services —-- storage, seed production, demonstrations —- can be obtained,

the prospects for realizing such yield increases and meeting future demand

for maize, including that for animal feed, are good.

13. Rice (Annex I para. 35). Two-thirds of the area under rice lies in
the Northern and Upper Regions, the remainder mostly in the Western and Volta
Regions. Area and production have increased by over 40 percent over the last
few years, mainly through mechanized cultivation which is aided by heavy
input subsidies. Average yields, however, have remained around one ton per
hectare, and this method of cultivation, therefore, generally shows an
economic loss, though yielding positive financial returns to farmers due to
the extensive subsidies. There is little scope to change the production
system in the North since lack of labor and partly heavy soils dictate
mechanized cultivation if the available alluvial soils are to be used.
Equally, the cultivation of alternative crops on these soils is hindered by
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D

excess water {or lack of water control) in the control) in the rainy season.
Hconomic production of rice can be achieved in the Western 1/ and Volta
Regions, where limited expansion based on hand cultivation is possible in the

r

small wvalleys, or by r"Sng orcﬁuPtLthy in the North through higher manage-
tenderds. Training and proper price incentives could increase average

vizids up to 2.5 tons per ha, but on a reduced acreage. The limited potential

for sconcomic rice precductica in Ghana calls for a reassessment of the Govern-—

ment’'s rice policy, particularly in view of the fact that rice is mainly
consumed by the higher income groups in the urban areas.

14, Millet and Guinea Corn. The production of millet and guinea corn,
amounting o 37 percent of :total cereal production, has declined, mainly due
to lower y on the intensively cultivated soils of medium fertility

in the Upper mproved support services, as provided under the Up-—
per Region Agricultural Development Program, should reverse :this trend and
satisfy a slowly growing local demand for these crops.

9]

gion.

c. tarchy Foods (Annex I paras. 37-41)
15. Cassava. With traditional farmers cassava 1s appreciated for its
drought resistance and relatively good yield on poorer soils. If grown under

intensified conditions
experiments exceed sresent
for increased casszava produ

requires heavy fertilization. Yields obtained in
vields of six tons per ha threefold. Prospects
iction appear favorable as sufficient land is
available for expansion and returns on intensified production compare well
with those on other crops. Expansion would be limited by labor availability,
and adequate transport and marketing facilities are essential as much of it
is marketed in a perishable unnrocessed state.

i
e
X

16. Y ams . rop yams suffer competition from maize,
cotton and groundn Remote yam gv w1ng areas are affected by lack of mar-
ket access. The resulting strong deciine in area cultivated has only partly

been offset by rising yields. Although yams respond well to fertilizer ap-
plication, its prospects are not very good until outlying arecas are further
developed and migration eases the labor constraint. Cocoyam, largely a
subsistence crop with a relatively small marketable surplus, is grown in
the high rainfall areas. Past reductlons in area have been cffset by yield
increases but the possibility for further intensification is iimited and
suitable land is scarce.

17. Plantains. Plantains are mostly grown in mixed stzands, either

as a cover crop. for cocoa or among other food crops in the forest zone.
Nematode infection in some areas, especially the Western Region, has contrib-
uted to declining yields. Farmers are forced to uproot and replant earlier
and a shortage of plantain suckers has developed as a result. Production
increases are further hampered by a lack of market access. Overcoming these
problems will take time and prospects for adequate plantain production in the
short term are thus mnot bright.

i/ If the bird problem can be brought under centrol.



d. Grain Legumes

18. Groundnuts account for over half the area grown under grain legumes
and have increased slightly in production. Over 85 percent of area under
groundnuts is concentrated in the North. An increasing share is grown for
0il production. With 1200 kg/ha (in shell), yields of groudnuts are fairly
good, indicating favorable growing conditions, but the expansion of groundnut
production is limited by labor availability and competition with other crops.
Land availability is not a limiting factor. Beans and cowpeas are usually
grown in mixed stands or as a second crop in rotation. Their production will
increase in conjunction with the spread of intensified farming. Cowpeas,
responding well to pest control, are expected to assume a more important role.

e. Vegetables and Fruits

19. Vegetable production has increased considerably, aided by irrigated
or rainfed special projects, but not sufficiently to meet the demand for the
processing industrv. The implementation of new irrigation projects in the
Upper Region and the coastal savannah, provided adequate support services

are available, should give further impetus to vegetable production, of which
tomatoes are the most important crop. There is potential for citrus if sup~
ported by small processing units, but export markets for bananas and pineapple
appear fairly saturated.

f. Industrial Crops (Annex I para. 45)

20. Cotton cultivation has expanded dramatically, its area increasing
fivefold in two years after the producer price had been raised sharply in
1974; this clearly shows the farmer’s responsiveness to price changes. In-
puts are fully subsidized, but average yields remain low, making much of pro-
duction uneconomic. Cotton production should undergo a consolidation phase
where further increases are mainly achieved through improved yields brought
about by a strengthening of support services and higher management standards.
Tobacco production has shown a steady growth. Attractive prices should ensure
its continuing competitiveness and a further gradual rise in output provided
special extension services are available and labor constraints can be over-
come. Kenaf production is stagnant, suffering from labor scarcity and uncom-
petitive returns in spite of heavily subsidized mechanical land preparation.
The policy of import substitution in bast fibres should be re-examined. Sugar
is mainly produced on two nucleus estates, one at Asutsuare in the Accra
Plains, the other at Komenda, on the coast of Central Region. Only limited
areas are suitable for commercial production. Inadequate rainfall is re-
stricting potential in the north, whereas in the central part the dry season
is too short. 1In the coastal region the Accra Plains have suitable soils for
which the Volta river can provide irrigation water. Lack of soil surveys and
on-site experimental work restrict the prospects for large-scale production in
the near future, though expansion of the existing estate at Asutsuare may be
feasible. At village level, the production of unrefined brown sugar, using
low-cost technology, is an interesting alternative that deserves attention.



g. Treecrops (Annex I paras. 46-49)

21. Coconut, traditionally grown by smallholders on the ccastal sands,
are moving inland. Their future has become uncertain with the cutbreak of
the lethal St. Paul's disease. The outcome of the experimental program with
more resistant varieties is still inconclusive. Oilpalm are mzainly grown in
mixed stands of small plantings. Established commercial projects, consisting
of a nucleus plantation and outgrowers, cover less than 15 percent of the
total area under oilpalm. Yields of these plantations (6 tons/ha) are still
low, partly due to marginal location, partly to poor management. Expansion
is limited to the high rainfall zone and will be constrained by land avail-
ability. An inventory of potentially suitable land without land tenure
problems would help to establish a realistic oilpalm development program.
Rubber production is largely in the hands of companies, who are planning ex-—
pansion for which the rainfall zone offers sufficient potential. A revival
of interest in the existing, but largely untapped, small plantations would
depend on an effective government-initiated rehabilitation program as well
as on future world market prices. The potential for cashew and shea trees
in the Afram Plains, the Brong-Ahafo, Northern and Upper Regions, should be
tapped through a development program based on the establishment of pilot
plantations.

Potential of the Regions

22. Certain basic features of the regions are set out in the table
below, which is followed by a brief description of each region's production
potential.

23. The Volta Region {Annex I paras. 3-5) is equally divided between
coastal savannah in the south and transitional zone and some interior savannah
in the north. The population of approximately 1 million, over &0 percent of
which is rural, is concentrated in the southern and central part which has a
fairly well developed infrastructure and good market access to Accra. The
region offers good conditions for the production of yams, cassava, cotton and
tobacco as rainfed crops, and rice, sugar cane, and vegetables under irriga-
tion. Maize in the south, oilpalm, and some of the cocoa grown in the region
remain marginal. Smallholder development is basically hampered by lack of
support services, which the proposed Volta Region Agricultural Development
project is designed to improve. Bullock cultivation should be promoted as the
most economical means to raise productivity of smallholdings in the long run,
though this would be subject to availability of bullocks and control of
trypanosomiasis. Further development of irrigation depends on the availability
of sufficient water from Lake Volta. Improvement of farming systems in the
marginal areas of the south should emphasize growing better ecologically

ad justed crops such as shorter maturing maize, millet, sorghum and legumes in
intercropping systems. In the underpopulated northern part improved infra-
structure would develop its potential for yam and rice production.

24, Eastern Region (Annex I paras. 6-9). The region comprises two
heterogeneous zones: the forest zone, occupying half of the area, and the
savannah zone, split into the coastal savannah of the Accra Plains and the




Population density
(persons/ha)

Total area (000 ha)

Area under cultivation
(000 ha)

Cultivated area per
holding (ha)

Share of region
covered by (%):

High rainfall forest
Semi deciduous forest
Transitional zone
Coastal savannah
Northern savannah

Share in production of
selected crops (in %,
average 1973-75):

Maize

Rice
Cassava
Yam
Plantain
Groundnuts
Coconut
Oilpalm
Rubber
Sugar
Tobacco
Cocoa (1973/74)
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TABLE 6 : SELECTED REGIONAL INDICATORS
1/ Brong
Volta Eastern Central Western Ashanti Ahafo Northern  Upper
50 105 97 35 68 21 12 34
2030 2230 980 2390 2410 3910 6960 2700
239 357 158 243 595 506 137 348
0.9 1.2 1. 2.0 1. 2.2 S 1.7 1.7
36
44 82 64 18 30
50 15 50
50 26 18
15 32 70 100 100
13 13 11 7 20 19 10 7
8 3 2 7 3 5 60 11
19 18 11 12 18 16 6 1
12 8 2 2 7 38 23 8
2 10 15 15 42 16 - -
5 1 1 - 1 5 32 56
- - 6 94 - - - -
11 16 3 12 41 16 - -
- 3 4 93 - - - -
9 42 30 13 6 - - -
- 5 - - 32 64 - -
4 19 13 12 30 22 ~ -

Source: TFAO Perspective study of agricultural development for Ghana, and Ghana sample census
of agriculture.

1/ includes Greater Accra.
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interior savannah of the Afram Plains. About two thirds of the cultivated
area is covered by tree crops (cocoa, oilpalm) and one third by food and
industrial crops (cassava, maize, sugarcane, cotton). The majority of the 1.5
million inhabitants live in the forest belt where land is becoming scarce.
Population density here is causing ecological problems through the effect of
the reduction in fallow periods on soil fertility and the continuing forest
destruction. Government policy should aim at intensification of cocoa produc—
tion by replanting and rehabilitation, further expansion of oilpalm plantations
and outgrowers where possible, and more active forest preservation. The heavy
alluvial soils in the coastal savannah and transitional zones are suitable for
mechanized cultivation, but problems of rotation and soil management under
rainfed conditions should be studied. The Afram Plains, cut off from access
to the eastern and Volta region by the Volta Lake, have remained relatively
underdeveloped. About 50 percent of their soils are of medium fertility with
an adequate rainfall of 1200 wm, offering a good potential for annual crops,
such as maize, cotton, grouandnuts and yams. The remaining less fertile soils
are suitable for grazing. Citrus, cashew nuts, and sunflower, as well as
vegetables, for which the potential is likely in this area, have not been
tried, but should be promoted through a concentrated research effort. Planned
development in this region should include the promotion of ox-cultivation to
obtain the effects of an increase in productivity and soil fertility as a
first step towards integrated livestock farming in this area.

25. Central Region (Annex I paras. 10-12). The smallest in terms of
area, the region has a relatively well developed infrastructure. The potential
and problems in the forest zone (covering 80 percent of the area) resemble
those in the Eastern Region. A general intensification of tree and food

crops is required. The prospects for mechanized farming on the coastal sandy
soils, which is presently nof economically viable, should be carefully
examined.

26. Western Region (Annex I paras. 13-18). This is the least populated
and least developed region in the forest belt, with farm size and cultivated
area per family member twice as large as in the densely populated forest
regions. The region offers considerable potential for further development.
Investment in infrastructure, to provide market access as well as improvement
of support services, could drastically increase production, and would permit
migration from densely populated neighboring areas. The potential for starchy
staples (cocoyam, cassava) is high, but its realization is hampered by a lack,
and insufficient maintenance, of feeder rocads. Smallholder rice production in
the bottom lands of the southern and central parts compares favorably with
mechanized cultivation in the Northern Region in terms of yield and quality,
but requires experiments with new methods of bird control. Further devel-
opment of coconut, of which it is the leading producer, should await the
results of experiments with more disease resistant varieties. An attempt
should be made to rehabilitate the small rubber plantations that have been
left untapped. To protect timber resources a forest preservation policy
should demonstrate the areas to be reserved for natural forest production.
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27. Ashanti Region (Annex I paras. 19-~21). The most populous of all,
Ashanti Region covers deciduous forest in the south, transitional zone and
northern savannah. It ranks first in production of cocoa and is an important
producer of timber and oilpalm. It is the biggest producer of starchy staples,
especially plantain. Development problems resemble those of other forest
areas, though population pressure is less acute than in the Eastermn and
Central regions. Development should proceed along similar lines as in those
regions, essentially by intensifying production through improved feeder roads
and support services, and replanting and rehabilitation of cocoa trees.
Mechanized production in the tramsitional zone should be discontinued until
soil fertility problems have been overcome. The low fertility soils of the
northern savannah allow mainly pasture.

28. Brong Ahafo Region (Annex paras, 22~23). Two thirds of this region
belong to the northern savannah, the remainder to the forest zone. It is
relatively underdeveloped and its road density is one of the lowest. Cocoa,
although grown in most of the forest zome, is a marginal crop in parts of it.
The savannah zone is the country’s biggest yam producer. The forest zone
requires improveua road infrastructure to realize its potential for starchy
roots and timber exploitation. The same applies to the thinly populated
Atebubu district, forming part of the northern Afram Plains. The area has a
considerable immigration potential, once opened up. Its sandy soils, however,
require careful management with fertility improving crops and rotatioms. With
careful consideration of its soil management problems and the growing of
adjusted crops and varieties, this zone can be expected to develop into a
main producer of annual crops, such as maize, cotton, groundnuts, and yams.
Its potential for citrus, upland rice, cashew, sunflowers and shea butter
should be further tested and developed. Introduction of ox~cultivation,
hitherto not practiced in this area, would therefore combine fertility with
productivity improvement and lead towards integrated livestock farming in
this area as well as the Wenchi plateau adjoining it to the east. In the
long term, therefore, the northern savannah parts of the Brong Ahafo region
require an integrated development approach with the inclusion of livestock
and a heavy emphasis on infrastructure and marketing improvement.

29, Northern Region (Annex 1 paras. 24-28). This is the largest region
with the lowest population density and the least developed road system. Until
recently it was relatively neglected, but since 1970 has developed into the
country’s biggest rice and cotton producer. Heavy subsidies are required to
offset low yields and high cost of rainfed rice production which is currently
uneconomic. Continued rice cultivation, probably on a reduced acreage, could
only be justified if yields are raised through proper pricing and improved
management standards. In addition, the region offers potential for irrigated
rice production in relatively less expensive water control schemes. Soybean
trials indicate a potential, especially in the higher parts of the rice
bottomlands. Intensification of upland production is possible through exten-
sion of cashew, cotton, and sunflower cultivation, and introduction of animal
draft. The region’s livestock potential is not yet fully developed and it
therefore requires an integrated development effort. The human resources for
this development would be available in the over populated central and eastern
areas of the Upper Region. Under these conditions the northern region would
become a main supplier of cereals, grain legumes, livestock, and cotton.
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30. Upper Region (Annex I paras. 29-31). The remotest of the regions,
with the lowest rainfall, is nevertheless densely populated. Many of its more
productive valleys are hit by riverblindness. It is the only region with
significant ox-cultivation. The region's potential lies in annual crop
cultivation combined with livestock production. Policy should concentrate on
intensifying production of cereals —— millet, rice, guinea corn (maize is a
marginal crop) —-— groundnuts, cotten and -- in the western part ~—— yams.
Integrated livestock and fodder crop cultivation would significantly improve
the soil fertility of the region's sandy soils in the center and east, where
population pressure has led to permanent cultivation. In addition its irriga-
tion potential should increasingly be realized by special projects for vege-
table production.

DEVELOPMENT OBJECTIVES, STRATEGY AND POLICY

Government Objectives and Strategy

31. The major objectives of the Government's agricultural policy, as
stated in the Five Year Development Plan, are:

(1) self-reliance in terms of fcod and of raw materials for
agro-based industries; great importance 1s attached to
the provision of cheap food, benefiting mainly the urban
areas;

(i1) diversification of exports through promotion of non-
traditional agricultural exports;

(iii) creation of employment opportunities.

The government views the small farmer as the cormerstone of the agricultural
revolution and has declared that it will give him all attention and encourage-
ment to increase his production. At the same time it sees a continued role
for the public sector in direct production activities and the Plan proposes
substantial expansion of the operations of the agricultural boards and corpo-
rations. However, whereas the government is carrying out its proposals with
respect to the latter, it has still to fulfill its commitment to smallholder
development. Its general philosophy towards agricultural development, which
emerges from an examination of its policies, indicates a renewed emphasis on
two themes that date from the early 1960's:

(i) the high degree of govermment control over, as well as
direct public sector involvement in, agricultural opera-
tions, and

(i1) the strong encouragement given to large-scale mechanized
farming.

The apparent reasoning behind this thinking is that (a) because of the failure
of the private sector to generate an adequate level of output, the public
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sector should step in, and (b) mechanization would provide the needed rapid
expansion of production and would also make farming more attractive and thus
stop the exodus of the rural young. However, this approach is likely to be
counterproductive and delay a recovery.

32. Developments in the agricultural sector in Ghana over the past 15
years indicate in the first place that there should be less, not more, public
sector involvement in agriculture, and that the private sector should be
allowed to operate more freely. The present tendency of the public sector to
take over from the private sector ignores the poor operating record of many of
the parastatals and does not go into the question why the private sector is
not performing better. Government controls and intervention, such as in the
area of prices and subsidies, also have had a negative effect on production.

33. Secondly, it is evident that a rapid improvement in short-term
supplies as well as a steady long-—term growth in agricultural production
depends essentially on the efforts of smallholders. The government should
therefore concentrate on providing small farmers with extension services,
inputs, appropriate technology, adequate infrastructure and the right incen-
tives. Instead, an examination of the present system of support yields

a far from satisfactory picture. Resources ~- physical inputs, subsidies,
credit -- almost exclusively benefit large farmers, and the deterioration in
transport and marketing facilities particularly affects the small farmer.
This is in contrast with the Govermment’s declared view of the smallholder as
the "cornerstone of the agricultural revolution". Government’s concern for
the small farmer require a strengthening of the Government’s supporting

role and greater emphasis on creating an environment that would stimulate
activity in the private sector.

34. In some areas labor shortages are posing a constraint on output
growth. Large-~scale mechanized farming might be seen as a way of solving
this bottleneck. However, mechanization has encountered numerous problems
related to management practices, and the maintenance of soil fertility, has
proved very costly, and will for the time being only have a limited role to
play. The number of large farms and their impact on production is still ex-
tremely small, Instead, the government should concern itself more with the
development of improved technology for smallholders. The perspective of
high~technolgy modern farming has frustrated attempts at moving from tradi-
tional techniques to an intermediate technology phase. The adoption of
improved techniques would raise productivity and income of family farms by
removing present labor constraints and breaking seasonal bottlenecks.

Institutional and Policy Issues

35. To implement a strategy aimed at creating a more stimulating
economic environment and oriented towards smallholders, a number of drastic
changes in institutions and policies are needed. The various issues are
briefly discussed below; they are dealt with in more detail in separate
annexes.
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a. Institutions
36. Ministry of Agriculture (MOA) (Annex IV paras. 1-9 and Appendix
paras. 1-15). MOA, which at ome time alsc had responsibility for the cocoa

a

sector, has had a turbulent history. It has been subject to a number of
reorganizations, the latest in mid-1975, which may account for some of the
weaknesses of the ministry at the moment. Now that the agricultural sector
has been given top priority in the development of the economy, it is vital
that MOA is capable of making this change in strategy a success. Its task 1is
complicated by a shortage of qualified and motivated staff as well as by the
extent and organization of its agricultural operations. Low pay, low prestige,
hardship of postings outside Accra and low morale among staff are among the
factors that render employment in MOA unattractive. The main shortcomings of
the new ministerial structure, created in 1975, concern excessive centraliza-
tion and lack of planning, pelicy preparation and coordination.

37. Decision making throughout the public sector in general is highly
centralized. In agriculture, all but minor decisions regarding policy
formulation and implementation are taken in Accra. The disadvantages of such
a system in a situation where communications are bad, and where operational
support has to be widespread and flexible, are obvious: long delays occur in
decision taking; headquarters —- because of its remoteness —— is unfamiliar
with local issues; there is little operational flexibility in the use of
resources in response to sudden problems; and the lack of responsibility at
the local level does not provide a challenge to staff, with the result that
many capable staff have left over the years. Most of the senior people are

concentrated in Accra and the quality of the operational work at local level
thus leaves much to be desired.

38. A shift of all operational responsibility from headquarters to the
region 1s recommended, and a further delegation to district level where pos-
sible (see organizationm chart). This would require the appointment of a

regional director of agriculture in each region responsible for all opera-
tional activity of MOA and for the coordination of the work of the various
regional departments, whose heads would report directly to him instead of to
their professional head in Accra. Regional directors would report to a "chief
of field operations'" (CFO) in Accra, who would supervise and assist with the
implementation of regionmal programs. A '"chief technical officer" (CTO),
responsible for specialist services, research, training, market intelligence,
etc., would help the regions with the planning and preparation of projects and
provide them with assistance of a technical nature. Both CFO and CTO should
report directly-to the Senior Principal Secretary (SPS). Qualified staff
would have to be transferred from Accra to the regions. The prestige attached
postings would have to be increased, perhaps through better pay or quicker
promotion.

39. The complement to operational decentralization is a strong policy
making and planning body at the center. Due to a preoccupation with opera-
tional matters, these areas are given insufficient attention at the moment.
The present economic research and planning unit is more concerned with data
collection, than with the development of a consistent framework in which
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production targets are set and concrete policy measures are outlined. The
work of this division is hindered by insufficient coordination with the other
departments. This lack of coordination between the departments is a major
weakness of the present structure. Budgeting and financial control are

weak, yet timing of operations is crucial in the Ministry of Agriculture and
proper coordination of the budgetary process with overall planning therefore
most needed.

40. The new planning, budgeting and policy formulation unit (PBP) would
be an advisory body to the SPS; its head should have at least the same rank as
the CTO and CFO. A strong and effective PBP can only exist if its functions
and those of the CTO and CFO are set out in specific and detailed terms of
reference. These three units have to cooperate closely and their activities
have to be well coordinated.

41. Several functions of a commercial mnature that at the moment are

the responsibility of MOA, might be better left to the private sector (Annex

IV para. 17). The manpower shortage, the lack of commercial skills and the
bureaucratic unwieldiness make MOA an unsuitable body for the efficient
performance of functions such as input distribution, seed multiplication,
mechanization services and transport of produce. A reduction of MOA's involve-
ment in these areas would enable it to assume responsibility for the full

range of extension services and improve the effectiveness of its planning and
policy formulation.

42, Ministry of Cocoa Affairs (MCA) (Annex II paras. 10-12). In an
attempt to give the cocoa sector greater emphasis, the Government created the
Ministry of Cocoa Affairs (MCA) in February 1975, for the first time bringing
all agencies responsible for cocoa — Cocoa Marketing Board (CMB), Cocoa
Production Division (CPD), Cocoa Research Institute (CRIG) - under omne
umbrella. With a succession of commissioners and without the necessary power
to control the CMB, which operates virtually as a government within a govern-—
ment, MCA's impact has so far been insignificant. Plans for a reorganization
have been approved but implemented only in part. CPD has simply been trans-
ferred from CMB to MCA but without being restructured. The main problems
with the present organization of MCA are:

1) 1lack of any coordinating and planning function;

2) the need for a separate seed gardens unit under proper
management, headed by a senior officer;

3) the lack of financial control over CMB;

4) the need to remove all responsibility of input procure-
ment and subsidy payment from CMB.

43, It is recommended that MCA establish a planning unit which as a
first step would assume responsibility for an inventory of cocoa trees
which is essential for planning purposes. The unit would also plan seed
gardens and monitor the teams measuring capsid resistance to insecticides.
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Seed gardens are currently run as part of the regional operations of CPD,

which are poorly equipped, staffed and managed. Yields of seed gardens have

to increase greatly if farmer demand for seedlings is to be satisfied. Present
output of 1.6 m pods is not enough to replant even half the area that is esti-
mated to go out of production each year. The establishment of a separate seed
garden unit with a senior officer in charge should be a first step towards
effective management of seed production.

44, Though the CMB now comes under the wings of the Ministry, it still
operates very much as an independent unit. It handles vast sums and has a
large capital expenditure program, yet it publishes no budget and its latest
published accounts do not extend beyond 1974. It receives an allowance per
ton from which it is to meet its direct costs and subsidies to farmers as well
as finance its capital expenditures. The Bank of Ghana has been extending
credit to the CMB to cover its deficits over the last few years. It is
recommended that financial control over the CMB be strengthened, that its
audited accounts be published without undue delay, and that the allowance be
set to enable it to at least break even. The CMB should engage in marketing
and evacuation only and give up any peripheral activities.

45, Boards and Corporations (Annex IV paras. ll1-16), A total of 12
boards and corporations now operate in the agricultural sector. What has
become evident, especially over the last few months, is the absence of a clear
policy regarding the role of these institutions. Their operations have
gradually expanded, encouraged by the Government, often into areas they were
not originally meant to be active in. The general picture is one of a lack of
direction, coordination and proper financial control. Considering the large
funds that every year are allocated to these institutions, the absence of
financial and other information to assess the economic merit of such expendi-
tures is extremely serious in the present fiscal situation. Some of these
institutions, among them the State Farms Corporation and the Ghana Community
Farms (formerly Food Production Corporation) are inefficient operators, and
their record should discourage any further attempts to raise agricultural
production along these lines. It is suggested that in its policies vis-~a-vis
the parastatals the Government observe the following basic guidelines: (a)
reduce public sector involvement in operations of a commercial nature; (b)
insist on proper financial accounts; (c) provide institutions with a healthy
policy framework within which to operate; and (d) try to combine parallel
functions. More specifically the following measures relating to the operation
of the boards and corporations are recommended:

(1) concentration of all extension services under MOA 1/
and of seed multiplication under the Grains Board; the
Cotton Development Board would retain responsibility
for marketing and processing;

(ii) establishment of adequate financial accounting and report-
ing standards;

1/ Except for tobacco, run by the Ghana Tobacco Company.
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(i1i) halt further expansicn of public sector involvement in
production and marketing and where possible transfer
viable farms to the private sector; training through the
FPC should aim at preparing and encouraging prospective
farmers to start for themselves;

(iv) encourage institutions such as Rice Mills Unit (RMU) and
State Farms Corporation (SFC) to operate on a commercial
basis through sensible pricing policies;

(v) restrict role of Food Distribution Corporation to that
of an intervention agency to support a system of minimum
prices once conditions for effective operation of such a
policy have been met (para. 59), and discontinue its
present policy of competing with private traders; and

(vi) examine the need to continue the operations of the Bast
Fibre Development Board; there are indications that
growing kenaf is not an economic proposition in Ghana
and that resources could be better used for other crops.

b. Input Supply and Distribution (Annex V paras. 49-55)

46. Fertilizers account for the bulk of seasonal inputs; purchasing is
controlled by the Ghana National Procurement Agency (GNPA), a government body,
and distribution by MOA. TImports have risen sharply during the present decade
from 10,000 tons in 1971 to a target of 78,000 tons in 1977. Fertilizer
prices were subsidized by about 85 percent through 1976, l/ but benefits were
confined to relatively few farmers and the subsidy is now being reduced pro-
gressively. The difficulties experienced by many small farmers in obtaining
timely supplies are mainly due to late arrivals and poor distribution, unduly
bureaucratic procedures and unbridled competiton from larger commercial users.

47. Despite the remarkable sales upsurge procurement and distribution
leave much to be desired. Fertilizer imports must arrive in time for distri-
bution to be completed before the beginning of the planting season; arrivals
were late in 1976 and 1977, and in addition distribution from Tema remains

a chronic problem, only partially alleviated by the GWC barge service. 1In
1975 the Ghana Fertilizer Company (GFC) was established with the intention of
developing an advance purchasing system for bulk fertilizers, blending and
bagging such fertilizer, and ensuring timely distribution. GFC is not yet
fully operatiomal. A trial shipment of fertilizer in 1976 was unsuccessful
and the precise future role of GFC is still under consideration.

48. Fertilizer sales are made from regional and district agricultural
offices, an extremely small base from which to serve the mass of small farm-
ers. Bureaucratic procedures are providing a further powerful disincentive

to farmers to try and obtain fertilizer. An enlargement of the number of
sales points could best be achieved by appointing commercial organizations

1/ The intrinsic subsidy is considerably larger if the overvaluation of the
cedi is taken into account. '
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as agents for MOA. This would permit making use of a far more extensive
network than the Government has available, through companies that are already
engaged in distributive business. For most companies fertilizer would be

an attractive item in rural stores. The main reasons advanced by MOA for
retaining fertilizer distribution, i.e., the degree of subsidy, the standard
price and the citensive coverage required - are not valid.

49, Procurement and distribution of insecticide is in the hands of pri-
vate companies for the non-cocoa sector, and the CMB and regional administra-
tion for cocoa. The principal comstraint on availability of insecticide is
the system of import controls. Seed multiplication and distribution is the
responsibility of MOA (Seed Multiplication Unit). Its unsatisfactory perform-—
ance has induced the Grains Development Board to set up its own seed farms.
This duplication of efforts is wasteful. Since seed production and distri-
bution is a commercial activity for which MOA is not well suited, it is
suggested that the Grains Board, with its more flexible operational pro-
cedures, be charged with all seed production and distribution, possibly in
conjunction with Ejura Farms.

c. Extension Services (Annex IV Appendix paras. 1-7)

50. General extension is carried out by MOA’s departments of General
Agriculture and Animal Husbandry, whereas crop specific extension is the
responsibility of the various boards (Grains and Legumes Development Board
(GDB), Cotton Development Board (CDB) and the Bast Fibre Development Board).
In addition, certain companies, such as the Ghana Tobacco Company, have their
own crop specific extension staff. Numerically extension density and ratio of
supervisory staff to extension staff appear adequate for the present level of
technology. Staff/Farmer ratios vary considerably ranging from 1:472 in the
Volta region to 1:139 in the Eastern region reflecting the highest density of
cocoa production. The present substantial extension force should therefore
permit a considerable intensification of production if backed up by sufficient
means and adequate programs. However, in addition to his extension duties
the agent is also responsible for supply and distribution of improved seed
and fertilizers, for forming "group farmers" and "crop associations", as well
as for undertaking a number of special programs, including the establishment
of seed nurseries for tree crops, plantain plantations for suckers and small
gari processing plants. Because of these added tasks the extension staff has
little time left for actual advice to farmers. Hardly any demonstrations are
carried out. Moreover, lack of transport and means has further narrowed the
staff’s activity and lowered staff morale in view of their inability to carry
out a meaningful extension program. No refresher programs or retraining are
provided for. Under these conditions the contribution of extension to produc-
tion has remained limited and ineffective.

51. Partly to make up for the weakness in MOA’s services, GDB has
engaged in extension and seed production as well. This is liable to create
frietion and has a demoralizing effect on MOA staff. Generally, GDB seems
better equipped and more dynamic in implementing its programs. To prevent
overlapping of functions and allow specialization, it is proposed that GDB
should take over all activities of the Seed Multiplication Unit and assume
responsibility for all seed production and distribution, including tree crop
nurseries. All extension and demonstration programs, including those now
performed by the Cotton Development Board, would be concentrated under MOA.
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d. Credit (Annex VI)

52. Private money lenders satisfy the bulk of the demand for agricul-
tural credit: it is estimated that less than 10 percent of farmers receive
institutional credit and that only 20 percent of this credit goes to farmers
with less than 4 ha. The major institutional lenders are the Agricultural
Development Bank (ADB), the three large commercial banks and the National
Investment Bank (NIB). ADB, which is virtually the only institution providing
credit to small farmers, has only 14 branches and 8 farm loan offices (FLO)
covering the country. Around 40 percent of its credit is seasonal. Though
its overall arrears position is still very unsatisfactory, its recovery rate
with respect to lending to small farmers is extremely high. The Bank of
Ghana is encouraging institutions to increase their lending to agriculture
through a "credit guarantee scheme for small borrowers', a "special credit
facility for agricultural produce marketing'" and the issue of credit guide-
lines which require commercial banks to lend to agriculture a certain per-—
centage of their deposits. Recent measures include the setting up of an
Agricultural Trust Fund (FONDO), modelled on the Mexican experience, and the
establishment of rural banks.

53. Limited coverage of the rural areas, inadequate services, shortage
of trained staff and lack of funds are the main constraints on expansion

of institutional credit. Solving the staffing problem should have priority.
Training assistance planned under the USAID Midas project and the FONDO scheme
would help to ease this constraint. Rural banks could play an important role
in the mobilization of rural savings for investment in agriculture. The
large idle deposits of the commercial banks are another source to be tapped.
In addition to the recent measures by the Bank of Ghana, an increase in the
interest rate for agricultural lending, to at least the same level as the
rate on lending to other sectors, should make this type of credit more
attractive. 1/ The impact on borrowers would be limited, considering (a)
that interest is a small element in total production cost, and (b) that the
alternative source of credit - the money lender - is very expensive. 2/

e. Marketing, Storage and Transport (Annex V)

54. Market demand for cereals and starchy staples is around 1.9 mil-
lion tons annually, compared to 1.0 million toms in 1960, and is expected to
exceed 2.6 million in 1985. The traditional marketing system has been able
to supply this volume only at increasing cost due to a lack of long-term
investment in infrastructural development. The causes of the presently acute
food supply and marketing difficulties are therefore far deeper rooted than
would be the case if the difficulties were simply the rsult of two climati-
cally poor seasons. The short-term emergency measures for crop extractiom
now being taken by government may alleviate the situation in some degree, but
permanent solutions require comprehensive remedial action which needs to be
initiated without delay. The system may have reached the state where it

1/  The general level of interest rates is obviously far too low given the
high rate of inflation.

2/ Though credit from this source has its advantages as well.
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cannot expand any further without massive infrastructural development (in
roads, vehicles, storage capacity, market facilites), which must take time.
The seasonality in agriculture and the natural lag in supply responses means
that deterioration in the market supply position could well continue over the
short term, regardless of climatic conditions or the introduction of infra-
structural improvements.

55. The present problems primarily stem from past omissions by govern-—
ment. The private sector is by no means blameless, but the natural reaction
of traders is to seek profit from the environment in which they operate.
Specifically, the Government has omitted to:

- develop and maintain the road network or to encourage
communal maintenance in rural areas;

- permit an adequate build—up of the transport fleet to
match anticipated requirements;

~ establish an appropriate market intelligence service;

—- adhere to and implement official price and intervention
policies once these had been announced;

- encourage or ensure the orderly development of the mar-
keting system through providing necessary facilities
and education.

The resulting deficiencies in infrastructure and environment constitute posi-
tive disincentives to sustained increases in agricultural production.

56. Roads and Transport (Annex V paras. 34-38). Extreme difficulty of
access and shortage of transport have been increasingly reported over the
years. It has been estimated 1/ that 70 percent of farmers have to headload
produce from their farms and that 38 percent of the movement along feeder
roads was also by headloading. Not only does this constitute a powerful
market disincentive but it implies a low absolute ceiling to the quantity of
produce that can reach the markets. The routine maintenance program of the
Ghana Highway Authority (GHA) does not seem adequate and in many of the major
producing areas there appears to be a need for a crash rehabilitation or
construction program. A proportion of this could and should be on a condi-
tional self-help basis for farm and local access roads. Under such schemes
GHA would provide the technical input such as current work and grading but
this would be conditional on the community providing the labor. The road
situation is exacerbated by the shortage of vehicles. Road conditiomns in
turn increase the depreciation of the transport fleet. With spare parts
increasingly hard to obtain the roadworthiness of this fleet is already very
low. In any case, on even the most optimistic attrition rate assumptions

1/  "Highway Research Programme' Inception Report (Building and Road Research
Institute, 1977).
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truck numbers are steadily declining against population. The high rates
charged and paid for transport, which greatly exceed the economic costs,
indicate the measure of the problem which is further exemplified by the fact
that military assistance was required to move the below average cocoa crop.

57. The feeder road study being financed under the Second Highway

Project should provide a guide to the size and composition of the fleet
required for produce movement. This will not be ready for some years, how-
ever, and action is required now. Therefore, government should ease existing
constraints by lifting import controls on spare parts and allowing substantial
increases in vehicle imports. These should be concentrated in the smaller

size range (five to ten ton) which is the range that is better able to
penetrate rural areas. Government should also act to tighten vehicle licensing
regulations to prohibit vehicles with high axle loadings which are causing
unnecessary damage and creating substantial extra maintenance expenses.

58. Market Intelligence (Annex V paras. 44-48). Lack of relevant
market information has contributed to the difficulties of the present situa-
tion and to some extent may even be at the root of them. It is of the utmost
importance that a pertinent market intelligence service be established
without delay. The present service operated by the Planning Division in MOA
should redirect its efforts to concentrate on obtaining basic essentials
accurately and quickly, including (i) production estimates at various times
during the season; (ii) prices and price trends for main staples in the prime
supply channels; and (iii) road condition and area accessability reports.
Until this is achieved, there will be no basis for decisions to influence
production, stabilize the market or set minimum prices.

59. Market Intervention (Annex V paras. 23-30 and 32). Official inter-
vention has been intended to influence both consumer and producer prices. To
try and keep food prices down the Government has used price control as well as
direct intervention by the Food Distribution Corporation (FDC), the Rice Mills
Unit (RMU), and more recently the Marketing Unit in MOA. Minimum producer
prices are also announced for a range of commodities, including those for
which the Government is the only buyer (cocoa, cotton, kenaf). From an
operational point of view, effective market intervention is impossible without
adequate and properly sited storage, assured finance for purchasers, a suffi-
cient market share and, above all, market intelligence. These conditions do
not exist in Ghana and it is recommended that there should therefore be no
further intervention until they do. Without them intervention turns out to be
costly and, as shown in the case of FDC operations with regard to maize,
detrimental to -overall supply. Even when the conditions are achieved it must
be questionable whether a large—scale government organization, with the
inevitable high fixed costs, is necessary to implement an intervention policy
should one be decided on. If the prime criterion of an efficient intelligence
service is met then any intervention policy could probably be implemented
effectively through an agency or LBA system, backed up if necessary by a small
cadre of mobile buying teams. Such an approach would have the benefit of
government and private traders becoming more involved with each other, which
is highly desirable.
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60. Market Facilities and Storage (Annex V paras. 31 and 39-43). Market
facilities are inadequate at all levels. As such they promote inefficiency
and generate undesirable practices. Many rural assembly and wholesale markets
require formalizing and rebuilding. There is a complete lack of storage
facilities at all these sites as well as in urban wholesale markets. Storage
at the wholesale level would constitute a valuable national resource and as
such its disposition and overall planning should be carried out as part of a
total storage program of which the elements contained in the proposed UK-aided
project would form the first stage. Regional Development Corporations could
play an increasingly important role in the storage function. They could own
and operate multipurpose stores, perhaps letting out small units on a daily
basis to farmers or itinerant traders, as well as providing fully secure
larger facilities for bigger traders. Such stores would also provide a basis
for bonded warehousing systems, suitable for operating in conjunction with
ADB, and commercial and rural banks once an adequate intelligence system is
operating. Conditions in retail markets are generally worse than in wholesale
markets, particularly in large urban centers, and need complete reappraisal.
It is in the area of urban distribution and marketing that FDC might play an
important development role through being the implementing agent for suitably
designed government sponsored market projects. Operation and licensing of all
retail markets needs tc be improved and it 1is recommended that steps be taken
to exploit the advantages of formalized markets to make use of standard
measure compulsory.

61. Role of Private Trader. There can be little doubt that the present
inadequate supply position is partially due to an increase in the perceived
marketing risk. Government's attempts to meet these effects head on by
changing the role of FDC and creating an "action" Marketing Unit in MOA

pays insufficient regard to many of the causes of present difficulties as well
as the resources and capabilities of the private sector. The apparent past
failures of the private sector, from which many of the current difficulties
are held to stem, are largely due to the absence of a suitable infrastructural
and legislative environment that permitted the system to function properly.

Of great importance is the availability of regular, reliable and speedy
information. The high cost of agencies like the FDC, whose operations in any
case only cover a small proportion of the population, underlines the need to
establish a better basis of understanding and trust in the private trader and
create an atmosphere which encourages orderly improvement and development of
this substantial national asset.

f. Price and Subsidy Policies (Annex VII)

B

62. In addition to its market intervention, which aims at containing
the rise in food prices and evening out fluctuations in prices to farmers
(see para. 59), the Government is influencing the level and pattern of
output through the prices it offers for commodities for which it is the sole
buyer, most importantly cocoa and cotton, as well as through the prices at
which its sells inputs to farmers.

63. Cotton (Annex VII paras. 8-11). When the price of seed cotton was
set at ¢0.77/kg in 1974 it made cotton more attractive than competing crops

émaizeg yam m%llet) and led,to a considerable expansion in area and produc-
ion. ‘Sincé then the dramatic rise in prices of other crops has reduced its
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attractiveness, locally and in relation to prices in neighboring countries, to

a point at which an upward revision in the cotton producer price seems warranted.
Bearing in mind the cost at which cotton could be imported, the need to retain
farmers' interest in cotton production, and the Government's investment in
ginning capacity, it is recommended that, as subsidies are removed on cotton
inputs, the cotton producer price is adjusted upwards marginally (perhaps by

at most 10 percent annually). The effect of changes in the price of cotton
relative to other prices need to be carefully monitored to determine the need
for future price adjustments.

64. Cocoa (Annex VII paras. 12-19). Annual cocoa purchases by the CMB
in 1976/77 were the lowest since 1959/60. Cocoa farmers are gradually losing
interest in a crop which in terms of farm gate price lags behind other crops
and the cost of living. For some farmers an important attraction lies in the
possibility of earning foreign exchange through illegal exports, in spite of
the fact that under the present government the producer price rose from C8 per
load of 60 1lbs. in 1972 to €27.2 1/ in mid-1977. The last period of intensive
cocoa planting was in the early 1950's. Since then prices of competing crops
(maize, cassava, plantain) have risen between three and seven times as much as
the cocoa producer price. Similarly, when adjusted for the increase in the
cost of living, the present producer price is less than a third of that in

the 1950's. Converted at the official exchange rate the Ghanaian cocoa

farmer receives somewhat less than his Nigerian counterpart (¢31.7) 2/ but
more than the farmer in the Ivory Coast (¢23.2). This becomes irrelevant,
however, when the parallel market rate of the Cedi exceeds ¢5 to the USS, as
it does now; smuggling is then obviously a very attractive proposition. Though
inputs (sprayers, insecticides) are much more heavily subsidized in Ghana than
elsewhere, their availability is limited. It is clear, therefore, that

unless there is a substantial increase in the producer price to a level
estimated at least €45 to ¢50 (per 30 kg), which is thought to restore cocoa's
competitiveness with other crops, a continuation of the downward trend should
be expected. A revision of the price to the suggested level, together with a
number of other measures (Annex II) could, however, lead to a sizeable short-
term supply response as well as a spontaneous replanting program.

65. Subsidy Policy (Annex VII paras. 20-32). The extensive system of
input subsidies, covering seeds, fertilizer, sprayers and insecticides,
mechanization services, and credit, though constituting a substantial cost to
the budget, has generally failed to improve Ghana's production prospects. In
the absence of an effective distribution system it has benefited mainly a

small number of large farmers, and has not encouraged the small traditional
farmers to adopt improved technologies. It has led in some cases to uneconomic
production, such as in rice, and the high level of subsidization has induced

1/ The equivalent of the official price of ¢30 per load of 30 kg. Until
recently the price was quoted per 60 lbs. bag.

2/ This has recently been increased to €49.5 per 60 lbs.
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corruption and the smuggling of inputs across borders. The effect of the
subsidy on seed, together with an inflexible pricing policy, was that most
seed was either consumed or sold on at a profit. Except where a new crop is
introduced (e.g., cotton), certified seed should be sold at a prerium above
the market price, as it is a small element in a farmer’s production cost.

66. The subsidy on fertilizer currently amounts to 60 percent, and

its budgetary impact had increased rapidly - representing 25 percent of the
recurrent budget for agriculture in 1976/77 - as a result of the sharp rise
in fertilizer imports. In March 1977, farm gate fertilizer prices were more
than doubled as the first step in a gradual phasing out of subsidies. With
crop prices rising rapidly it is difficult to gauge the impact of higher
fertilizer prices on farmers® income and demand for fertilizer. For the
mechanized farmer, who now receives the bulk of fertilizer, the complete
removal of subsidy is estimated to increase fertilizer cos% as a proportion
of total cost roughly from 3 to 8 percent, which is unlikely to reduce demand
for fertilizer. The principal arguments for the removal of the subsidy are
its mounting budgetary cost at a time of great fiscal strain, and its effect
on allocation of resources. In response to the existing distorted price
structure fertilizer finds its way either across the border or to large
mechanized farmers where it often supports an uneconomic activity. It is
recommended that the phasing out of the subsidy be continued until the price
reflects at least the financial cost in the 1979/80 season. In addition
prices should reflect the varying plant food percentages in fertilizer.

67. To partly compensate for the low cocoa producer price, prices of
insecticides and sprayers have remained unchanged for over 7 years and
receive a subsidy of between 80 and 95 percent. The availability of these
items, already limited by the overall constraint on imports, has been rurther
reduced by these low prices which discourage the CMB from increasing sup-
plies as they have to finance the subsidy out of their own fixed and tight
allowance and because of the fear of smuggling. It is recommended that the
removal of all subsidies on insecticides and sprayers should go hand in hand
with an increase in the producer price to the £45 to ¢50 range. It is ex-
pected that this combination of measures will increase rather than reduce
the demaund for sprayers and insecticides.

68. Mechanized services provided by MOA and other government agencies,
such as land preparation and harvesting, are normally below cost. Such
subsidies are encouraging the introduction of mechanized farming in cases
where this is not economically justified. It is suggested that equipment
now under the mechanization unit in MOA should be transferred to private
firms, 1/ which can operate more easily on a commercial basis.

g. Labor Availability and Choice of Technology

69. Agriculture Labor (Annex IX paras. 5-12). The earlier discussion of
the agricultural potential of the regions pointed to the disparities in

1/ Or GDB for its seed farms.
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population density within Ghana and their implication for the pattern of
development. In the forest areas of the Eastern and Central Regionms and in
parts of the Upper Region population pressure is impairing soil fertility,
whereas in the Western and Northern Region, the northern part of the Volta
Region, the Afram Plains and in many cocoa growing areas labor scarcity is
often an important constraint on further development.

70. The cocoa sector is the largest employer of hired labor for which
it traditionally relied on migrant labor from northern Ghana and neighboring
countries. The Aliens Compliance Order in 1969, which expelled many aliens
resident in Ghana 1/, the development of rice farming in the Northern Region,
continued migration to urban areas partly as a result of the growing inabil-
ity of cocoa farmers, at the present producer price, to hire labor at rising
wage rates, and more recently the fact that increasingly Ghanaian laborers
are seeking employment outside Ghana, are all factors that have contributed
to the reported labor shortage in the cocoa sector. However, it is a measure
of the overall labor shortage that mechanized rice and cotton schemes are
experiencing considerable difficulty in finding adequate supplies of casual
labor. It is estimated that it is costing the large-scale rice farmer in the
order of ¢20 per hectare simply to move labor to and from the rice fields in
an effort to attract more labor.

71. Part of the Government's justification for its move towards mechan-
ized farming lies in its attempt to reverse the flow of migrants and attract
the youth in particular back to agriculture. This also was one of the
arguments behind the establishment of the Food Production Corporation many
years ago and of the National Reconstruction Corps earlier this year.
However, experience indicates that these efforts usually have a very limited
impact, often do not provide its participants with an attractive source of
income and consume a major share of the funds available for promoting agri-
cultural development. An effective and long-term solution to the problem of
raising agricultural output in a situation where areas of labor surplus and
labor shortage co-exist, should combine measures aimed at increasing labor
mobility and at the adoption of technologies that solve specific labor bottle-
necks. Large-scale mechanized farming has been one approach towards the
latter, but has proved to be extremely costly.

72. Appropriate Technology. A number of countries and organizations
have increasingly spent resources and efforts on developing agricultural
machinery and implements that are economically better suited to conditions
in countries like Ghana than the type of equipment that is presently em-
ployed. Outside the Technology Consultancy Centre of the University of
Kumasi virtually no attention is paid to the introduction of suitable tech-
nologies. Not so much development of appropriate technology, but rather

a survey of what is being used elsewhere, and the testing and adaptation

of it, is badly needed. The use of improved hand or animal powered tools
and equipment, of herbicides, etc., could reduce labor requirements

1/ At least 200,000 are estimated to have left Ghana within one year.
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in critical peak periods and raise the efficiency of weeding, harvesting,
threshing and other operations. In northern Ghana, where the population
density is lowest, the possibilities and conditions for spreading the use
of ox cultivation and development of an integrated farming system should
be examined.

h. Role of Large-scale Mechanized Farming (Annex VIII)

73. Though in terms of output mechanized farming is relatively insig-
nificant, its use of resources is considerable. Based on an estimate of the
number of serviceable wheeled tractors in the country the total land prepa-
ration capacity in 1976 does not exceed 80,000 ha, or 7 percent of total cul-
tivated area (excluding tree crops), and is probably well below that. Apart
from rice, where perhaps as much as 40 percent is produced by mechanized
cultivation, the proportion of other crops thus produced is estimated to be
no more than 1 or 2 percent. However, a look at the resources used in large-
scale farming yields a different picture: it uses most of the available fer-
tilizer, receives 30 percent of all agricultural credit, claims a dispropor-
tionate share of imports (equipment) and engages a major portion of managerial
capacity and administrative and technical skills, in MOA, the agricultural
boards and corporations, the banks and the private sector.

74. Measures by which this type of farming is encouraged, include (a)
direct government involvement through parastatals; (b) financial incentives
in the form of subsidized inputs (seeds, fertilizer, mechanization services),
import license allocations, import restrictions (rice) and various fiscal
incentives (import duty exemption and profit remittance facilities); and

(c) the establishment of block farms. Its support for such a policy is based
on the premise that the quickest way to increase agricultural production, in
particular where labor is in short supply, is through mechanization. Devel-
opment of the smallholder sector is believed to be slow and should rather

be encouraged as a long-term objective., The Ghanaian experience, however,
points to exactly the opposite direction: smallholders have proved to be
very responsive when given adequate means and proper incentives, as shown in
the case of cotton and maize development, whereas mechanization has failed to
provide the expected boost in output. Mechanical cultivation has encountered
numerous problems relating to soil structure, soil fertility, weed control,
maintenance of equipment and management of large units. Recent experience
indicates that the financial viability of mechanized rice, maize and cotton
production, even with present high subsidies, is highly questionable. More
importantly, if inputs are properly priced, i.e., if subsidies are excluded
and a shadow rate is applied to foreign exchange values, this type of culti-
vation is in most cases uneconomic. Estimated farm budgets show positive
returns per hectare only for cotton and, under improved conditions and a
considerably adjusted exchange rate, for maize. However, higher returns are
obtained with hand or ox cultivation.

75. Substantial resources thus continue to be allocated to a system
of farming that in the tropics has shown a high rate of failure. Excessive
subsidies have encouraged "absentee" farming by speculators who have little
knowledge of the specific problems raised by this type of farming. Scope
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for mechanization exists, but on a reduced scale, on certain types of soil and
with improved management practices. The latter would require the removal of
input subsidies to induce inefficient farmers to either improve their opera-
tions or give up. Through the establishment of experimental farms, systems
and techniques could be tested that would be commercially sound.

76. The main objections to the continued emphasis on mechanization are
first, that it is the wrong approach towards solving the food problem. Bet-
ter returns on the scarce financial and other resources can be obtained by
concentrating on raising the productivity of small-scale farming. Secondly,
it has seriously affected the provision of services and inputs to, and thus
the income prospects of, small farmers who are the principal focus of the
development effort. The following steps are recommended to give mechanized
farming a sounder basis:

(i) the speedy removal of input subsidies and duty exemptions;
(ii) a drastic reduction of imports of agricultural machinery
combined with more liberal imports of essential spare
parts and training programs for operators and mechanics;
(iii) permit a certain level of rice and maize imports;
(iv) an evaluation of the experience with block farms; and
(v) careful operation of the special scheme for investment in
agriculture with a view to avoiding the establishment of

uneconomic large-scale mechanized farms.

i. Apgricultural Research (Annex X)

77. Agricultural research is carried out by a number of institutions
without an overall coordinating body and without a formal involvement of

MOA. As a result research has been duplicated and is not related to the
sectoral priorities set by MOA. Agencies controlling research efforts in-
clude the Council for Scientific and Industrial Research (CSIR), the uni-
versities, the Cotton Development Board and the Ministry of Cocoa Affairs,
but not MOA. A re-~orientation and restructuring of the research program
should consider (a) setting up a unit to monitor and control all agricultural
research; (b) the need for the program to reflect the importance of a proper
economic framework in which smallholders would operate as well as the priori-
ties as seen by MOA, MCA and the Ministry of Economic Planning; (c) closer
links with other research efforts in West Africa; (d) the importance of crop
assocliations and farming systems for smallholders, including the problem of
long-term soil fertility maintenance; and (e) the need for proper and timely
dissemination of research results.

j. Agricultural Processing (Annex XI)

78. In the 1960°s a determined investment effort was made in a wide
range of food processing industries, including canned fruits and vegetables,
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vegetable o0il, canned fish, cocoa butter, flour, rice, confectionary products
and milk powder. From the beginning most of these industries have operated
far below capacity, mainly due to a lack of raw materials, which caused some
of them to close down. The primary aim of the recent '"Operation Feed Your
Industries" is to utilize the existing excess capacity by stepping up produc-—
tion of industrial inputs. The Government is taking a direct interest in it
through agencies such as GIHOC and the State Farms Corporation, and is also
encouraging foreign companies to invest through the special scheme for re-
investment of blocked profits. These are large capital intensive operations
in which oilpalm figures prominently. Preliminary feasibility studies indi-
cate that oil from oilpalm, ground nuts, cotton seed and sunflower czn be
profitably processed by small- and medium~scale plants. Other wviable oper-
ations could include fruit and vegetable canning, processing of cassava,
production of animal feed from various local products, and of sheet rubber.
Indications are that the bast fibre operations are costly and should not be
expanded. Most of the processed output would be for domestic use.

79. Severe restrictions on imports of spare parts and equipment are no
doubt greatly limiting the expansion of processing activities, yet the single
most important constraint is in most cases the lack of raw materials. Par-
ticularly when market demand for fresh produce competes with the processing
industry, supply has to be sufficient to bring down the price to a level

at which the processor can operate profitably. The recommendation outlined
earlier with regard to input distribution, extension and marketing to raise
agricultural output in general apply thus equally to the promotion of pro-
cessing. Only when the supply bottleneck has been removed do other measures
require attention, such as relaxation of price controls, tax incentives to
encourage the use of intermediate technology, and technical assistance to
small-scale processors concerning production, credit and marketing.

k. The Cocoa Sector (Annex II)

80. For the origins of the decline in cocoa production one has to go
back to the early 1960°s, when govermment policies purposely swung away from
supporting traditional practices and crops towards mechanization and indus-
trialization, and cocoa was neglected. This followed a period in the 1950°s
when growing cocoa was made extremely unattractive, with the result that
cocoa output reached a high level until around 1971/72. Successive govern-
ments since Nkrumah have failed to restore the conditions for a healthy cocoa
sector. The farmers’ lack of interest can be explained by (i) a low producer
price, which made cocoa unattractive compared to other crops and discouraged
an adequate maintenance and harvesting effort; and (ii) a lack of inputs:
insufficient spraying (insecticides and spraying machines) in the face of
serious capsid losses, and not enough seedpods to replant dying trees. Out-
put is affected directly by reduced harvesting and maintenance, as well as

by smuggling; inadequate replanting may have raised the average age of cocoa
trees beyond the normal 30 years. Assuming an average age of 30 years it

is estimated that 50,000 ha is going out of production every year. A strong
replanting effort is thus needed just to stop the area under cocoa from
declining. There is a big potential for immediate response to an improvement
in incentives. Though difficult to predict in the absence of relevant informa-
tion, more intensive harvesting could yield an additional 50,000 tons and by a
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proper spraying program perhaps another 40,000 tons would be saved. Together
with a reduction in smuggling the overall impact on official exports could
amount to 100,000 tons. This would require a much higher producer price, a
better extension effort, an improvement in input supply and distribution, and
efficient evacuation.

81. Extension (Annex II1 paras. 13, 14) is the responsibility of the
Cocoa Production Division (CPD), now under the Ministry (MCA) but previously
part of the CMB. Its functions include disease control and rehabilitation,
insect control, assistance with block planting, establishment of seedling
nurseries, and general extension. For this purpose it employs a large staff
of about 36,000, which is poorly trained, equipped and organized. At present
no effective extension woirk is carried out and CPD's main effort is directed
at replanting, which farmers are neglecting. Cocoa farmers should be offered
sufficient inducement to replant diseased cocoa themselves and CPD, released
from its active replanting, should concentrate on nurseries and extension
work. The new hybrid seeds require a much higher level of husbandry. To
perform its extension function effectively CPD needs to be re-equipped.

82. Input Supply and Distribution (Annex II paras. 15, 16 and 20-28).
Production of hybrid seed pods almost doubled between 1973 and 1976, but is
sufficient to plant only 20,000 ha per year, less than half the 50,000 ha
required to keep the area under cocoa from falling. Seed pod production
targets assume a yield by 1980 of 1100 kg/ha compared to 400 kg/ha in 1975
which is not realistic. The organization and management of the seed gardens
(para. 43) was the subject of an agreement between the Government and the Bank
which has not yet been fully implemented. The stock of motorized sprayers in
Ghana, based on import data, has a capacity to spray about 10 percent of the
total cocoa area. Smuggling of sprayers is unavoidable, however, given the 80
percent subsidy and the present value of the cedi. Among the reasons for
inadequate imports of spraying equipment are the overall foreign exchange
shortage, the fear of smuggling, and the fact that the CMB has to bear the
cost of the subsidy. Similar reasons can be advanced for the lack of insec-
ticide. Protection of the crop against capsid damage is of critical importance.
Research findings indicate that in many areas capsids have become resistant to
"gammalin 20", the only insecticide available up to 1976. The new insecticides
imported since then cost twice as much per ha. The volume of insecticide used
should probably be increased to 1 million gallons, twice the volume available
in 1976. Local factories, existing and planned, would be able to supply most
of this. CPD is responsible for distribution of seedings, but distribution of
sprayers and insecticides is effectively in the hands of the CMB. A cumbersome
system of controls seeks to prevent smuggling but the need for this would be
greatly reduced if subsidies were removed and supplies more readily available.
Timing of the distribution of insecticide is of utmost importance. A weakness
in the present system is the lack of coordination between CPD and CMB.

83. Evacuation (Annex II para 17). Private haulage contractors and the
railways were until recently used to evacuate cocoa. The reduced carrying
capacity of the railways and the high cost of private road transport, a
reflection of the shortage of spare parts, deteriorating road conditions and
attractive haulage opportunities elsewhere, have induced the Govermment to
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allow the CMB to set up a major haulage unit, at the moment consisting of
around 200 7-ton trucks and 70 articulated trucks, with plans to import a
further 300 7-tonners, 130 articulated trucks and 100 tractors, at a total
estimated cost of some ¢23 million. Removing the price distortions in the
private sector and in particular the critical scarcity of spare parts, would
seem to be a far less costly way of solving the transport bottleneck.

84, Plantations (Annex II paras. 18, 19). CMB has planned to develop
16,000 ha of cocoa and 10,000 ha of coffee plantations. Work began in 1976
and 2000 permanent laborers have been hired. No feasibility studies were
prepared before site clearing. In Brazil large commercial companies run cocoa
plantations, but under employment conditions unacceptable in Ghana. West
Africa has no experience with this system for cocoa, and the history of state
farming in Ghana and the lack of managerial capacity do not augur well for
such an experiment. In any case, 16,000 ha is a drop in the ocean and will
only draw attention away from the real causes of the decline in production.

85. Budget impact of producer price increase. Raising the cocoa pro-
ducer price implies a reduction in the government's share of the receipts
from each ton of cocoa sold, in favor of the farmer. This revenue loss per
ton would be offset by the revenue gain from the expected increase in the
volume of output in response to the higher price. The net revenue effect
depends very much on the price at which cocoa is sold. At the present high
price level the net revenue effect is likely to be positive. 1/ On the basis
of a number of assumptions, 2/ it is estimated that an increase in the pro-
ducer price from ¢30 to ¢50 per 30 kg. load, combined with a removal of all
subsidies on inputs, might result in a small net gain in revenue. If the
world cocoa price declines over the next few years, the net revenue effect
will become negative. In addition to the short~term impact on the balance of
payments the more important effect following increased replanting would make
itself felt only after 1985.

1. Livestock Sector (Annex III)

86. Ghana has about 800,000 head of cattle with a current low offtake
rate of under 10 percent. The bulk of the national herd is maintained under
a relatively unproductive and uncommercial maangement regime. The reluctance
of traditional livestock owners to sell breeding stock and the limited avail-
ability of foreign exchange to purchase breeding stock from neighboring coun-
tries has constrained the rapid development of the country's five commercial
ranches. Development of new ranches should be dependent upon the proven com-—
mercial viability of these existing ranches.

1/ The net revenue gain is even greater if the growth in imports following
the rise in exports, and consequently the increase in import duties, is
taken into account.

2/ Production of 360,000 tons, rising to 450,000 following the price in-
crease; locally processed 50,000 tons; a cocoa price (f.o.b.) of $1.62/1b.
($3640/ton) in 1977; a CMB allowance of €272 per ton over the price paid
to farmers, including a subsidy cost of ¢100 per ton. The use of an

ad justed exchange rate would subsidy cost of Cl00 per ton. The use of an
adjusted exchange rate would have a strong positive effect on revenue.
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87. Production of meat and eggs from the poultry industry has grown
rapidly in the last 10 years so that chicken meat at 9,000 tons per year now
accounts for about 30 percent of total marketed meat consumption. The indus-
try is based on a well-developed infrastructure of hatcheries and feedmills
but lacks an effective distribution service. Further increases in output can
only be achieved if greater quantities of maize are available from either
local or imported sources. Commercial production of sheep and goats is in

its infancy although indications from a pilot UNDP/FAQ Sheep Production Proj-
ect suggest that favorable technical coefficients may be attainable; the in-
terest of village sheep producers in commercial production can be identified
in isolated zones. Useful experience in rabbit breeding has been achieved

in the "National Rabbit Probject" in Accra, establishing the performance of
"exotic" and exotic/indigenous crosses under Ghanalan conditions and providing
a supply of breeding stock to local producers. However, effective supporting
services to existing or future small-scale producers have yet to be organized.
By-products of animal slaughtering, such as hoof and horn meal for animal feed
and poultry feathers for pillows, are poorly utilized.

88. MOA's two livestock development departments are Veterinary Services
and Animal Husbandry. The former is adequately staffed and organized, but
its effectiveness is limited by the inadequate supply of veterinary drugs (a
result of import control), inadequate mobility of staff, and poor laboratory
facilities. The Animal Husbandry Department contains a useful complement

of trained manpower but its organization could be improved and it does not
carry out effective extension work. Livestock research work is carried out at
three centers, and a useful body of knowledge now exists, although this is
inadequate in the case of trypanosomiasis. This animal disease hazard is an
important constraint on production and there is insufficient information on
the extent and nature of the challenge. Whilst more research work is needed
in many areas, particularly on the composition of animal feedstuffs, the
current priority should be the effective utilization of this work by partici-
pants in the industry.

89. The total supply of marketed meat products is now about 30,000

tons per year, providing the urban population with a consumption level of
about 8-9 kg per head per year, or about 23 grams of animal protein per head
per day. On average, the consumption of animal protein products in the urban
areas of the south exceeds this figure by a factor of five, the remainder
being provided by fish and game products. Even in rural areas other than

the northern and southern regions, the intake of animal protein products is
adequate and additional consumption is not a nutritional priority. Available
nutritional data indicate that the priority need is for an increase in the
production of energy foods (principally cereal and root crops) and it is
suggested that investment resources should first be channelled in this direc-
tion and secondly to the livestock sector (Amnex IIT1 Appendix 3).

90. It is therefore recommended that investment in meat production

be withheld for the next two or three years. This would provide an oppor-
tunity to test the commercial success of existing beef ranches as well as
the ability of the country to produce sufficient maize to regain earlier
levels of direct maize consumption. This policy would result in a fall in
per capita meat supplies, but the nutritional implications of this would not
be too serious.
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91. Additional recommendations concern (i) the need for coordination
within the sector, particularly for feedback between research and production;
(ii) the need for a feasibility study of the extent of the challenge imposed
by trypanosomiasis and of its possible reduction.



- 36 -

SUMMARY OF RECOMMENDATIONS

92. The following is a list of all specific recommendations made in the
report, with references to the relevant Annexes.

1. Institutions

Ministry of Agriculture

1.1 A shift of all operational responsibility from headquarters
to the regions and a further delegation to district level where possible.
Appointment of regional directors of agriculture, reporting directly to a
"chief of field operations" in Accra. Creation of the post of "chief tech-
nical officer" in Accra, with responsibility for specialist advice to the
regions. (Annex IV para. 6 and organization chart).

1.2 Establishment of a planning, budgeting and policy formulation
unit as advisory body to the Senior Principal Secretary. (Annex IV paras.
7 - 9 and organization chart).

1.3 MOA to assume responsibility for all extension work (except
cocoa and Tobacco), including that now done by the Grains Development Board
and Cotton Development Board. (Annex IV para. 16 and Appendix).

1.4 Transfer of functions of seed multiplication and distribution
from Seed Multiplication Unit in MOA to Grains Development Board. (Annex IV
para. 16 and Appendix).

1.5 Commercial activities such as input distribution, transport
and certain mechanization services to be transferred to the private sector
or certain public corporations. (Annex V para. 53, Annex IV para. 17,
Annex VII para. 31).

Ministry of Cocoa Affairs (see 7.1 - 7.4).

Boards and Corporations (see Also 1.3 - 1.4)

1.6 Establishment of adequate financial accounting and reporting
standards. (Annex IV paras. 11 - 14).

1.7 Halting further expansion of public sector involvement in
production and marketing. (Annex IV paras. 11 - 14).

1.8 Institutions such as the Rice Mills Unit and State Farms
Corporation to operate along commercial lines through suitable pricing
policies. (Annex IV paras. 11 - 14).
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1.9 Restrict role of Food Distribution Corporation to market
intervention to support a system of minimum prices once conditions for
effective operation of such a system have been met. (Annex V paras.

25 -~ 28 and 62 - 63). :

1.10 Examine need to continue operations of Bast Fibre Develop-
ment Board. (Annex XI Appendix paras. 87 - 90).

2. Marketing, Input Distribution and Credit

2.1 Implementation of crash road rehabilitation and/or construc-
tion program in major producing areas, partly on a self-help basis. (Annex V
para. 58).

2.2 Liberalization of imports of truck spare parts and trucks
in 5 to 10 ton range. (Annex V paras. 35 - 37 and 59 - 60).

2.3 Tightening of vehicle licensing rgulations with respect to
axle loads. (Annex V para. 60).

2.4 Concentration of market intelligence on a few important
commodities with emphasis on providing accurate and timely information.
(Annex V paras. 46 - 47).

2.5 Enlarge number of input sales points by appointing commercial
organizations as agents for MOA. (Annex V paras. 52, 53, see also 1.4).

2.6 Increase lending rates for agricultural credit to same level
as for other sectors.

3. Price and Subsidy Policies

3.1 A marginal upward adjustment of the cotton producer price,
as subsidies are removed on cotton inputs. The effect of changes in the
cotton price relative to other prices needs to be carefully monitored.
(Annex VII par. 12).

3.2 An increase in the cocoa producer price to €50 per 30 kg load,
as input subsidies are removed. (Annex VII paras. 12 - 17).

3.3 A removal of all subsidies on insecticides and sprayers for
cocoa as the-cocoa producer price is increased (see 3.2 and Annex VII para. 28).

3.4 A removal of subsidies on fertilizer so that fertilizer prices
reflect financial costs by the 1979/80 season. (Annex VII 24 - 26).

3.5 Fertilizer prices to reflect varying plant food percentages.
(Annex VII para. 27).
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3.6 Abandoning the policy of selling selected seeds at a cost
plus mark-up factor, and instead selling at a premium above the market
price. Treated cotton seed, for which there is a fixed market, should
be sold at cost plus mark-up factor. (Annex VII paras. 21, 22).

4. Large Scale Farming and Choice of Technology (Annex VIII)

4.1 A rapid removal of input subsidies and duty exemptions
affecting large scale mechanized farming.

4.2 A drastic reduction of imports of agricultural machinery
combined with more liberal imports of essential spare parts and with
training programs for operators and mechanics.

4.3 Permit a certain level of rice and maize imports.

4.4 Evaluation of the experience with block farms.

4.5 Careful operation of the special scheme for investment in
agriculture with a view to avoiding the establishment of uneconomic large

scale farms.

4.6 A moratorium on the hiring of any further permanent agri-
cultural laborers by govermment agencies.

4.7 A survey of available appropriate technologies and a study
of their adaptation for use in Ghana (Main Report para. 72).

5. Agricultural Research (Anmex V)

5.1 A reorientation and restructuring of the research program
which should consider setting up an organization to monitor and control all
agricultural research, which should later reflect smallholder problems and
the priorities as seen by MOA, MCA and the Ministry of Economic Planning.

6. Agricultural Processing (Annex XI)

6.1 Strengthening of the role of the Ghanaian Enterprise Develop-
ment Commission with respect to assisting small scale processors with pro-
duction, credit and marketing.

6.2 Financial incentives to encourage the use of appropriate
technology.

6.3 Emphasis on imports of spare parts to reactivate existing
capacity rather than import of new plant and equipment.



- 39 -

7. Cocoa Sector Policies (see also 3.2 and 3.3)

7.1 Establishment of a planning unit in MCA to plan seed garden
production, review the status of the cocoa sector inventory, undertake studies
on availability of inputs and monitor teams measuring capsid insecticide
resistance. (Annex II para. 10 - 12).

7.2 Setting up a separate seed gardens unit. (Annex II para. 22).

7.3 Restructuring and reorientation of the work program of the
Cocoa Production Division. (Annex IT paras. 13 - 16).

7.4 Strengthening of financial control over CMB, and restriction
of CMB activity to marketing and evacuation only. (Annex II para. 11).

7.5 Halting of the plantation program (Annex II paras. 18, 19).

7.6 Encouragement of evacuation by the private sector rather
than through expanding the CMB vehicle fleet. (Annex II para. 17).

7.7 An increase in the supply of sprayers (by 400,000 over two
years) and of insecticides (to 1.3 million gallons in steps of 300,000 gallons
per year).

7.8 Prices of all insecticides should be uniform on a per hectare
basis.

7.9 Fulfillment of Government assurances under the Ashanti Cocoa
project, with particular reference to (i) employment of consultants on seed
garden production; (ii) design and initiation of a cocoa sector survey;
(i11i) a study of the cocoa producer price policy; and (iv) a study of the
financing, availability and distribution of cocoa sector inputs.

8. Livestock Sector Policies

8.1 Investment in meat production to be withheld for 2 to 3 years.
(Annex III para. 83).

8.2 Establishment of a body responsible for development of a
livestock sector strategy and overall coordination of livestock investment.
(Annex III para. 82).

8.3 Study of the extent of the challenge imposed by trypanosomiasis
and its possible reduction.
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