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SUMMARY

SUMMARY

Over the past decades, the importance of global trade has increased. Whereas the value of
total merchandise exported worldwide in 1984 was 1,956 bn USS$, this figure had risen to
9,153 bn US$ by 2004 (WTO, 2006). This increase in world trade has been accompanied by
changes in the products traded and in production patterns as well as by an ongoing production
sharing. Today, many firms do not integrate all steps of production and processing in-house,
neither in terms of location nor with regard to ownership. Moreover, the different stages from
production to processing to marketing are today often located in several geographical regions
of the world and are linked through different relationships.

The increase in world trade was recognised as offering new possibilities to third world
countries. Better integration into world trade is today assumed to lead to economic growth and
to help overcome underdevelopment and poverty. But this raises the question of how
developing countries and, in particular, the poor population sections can be successfully
integrated into international trade.

In the 1990s the concept of value added chains emerged as an approach to analyse and explain
the new forms of international trade. In German development cooperation, the value chain
approach was adopted recently not to explain the course of international trade but as a concept
to develop and implement technical development projects. These projects utilise the value
chain approach to generate strategies to support production and trading capacities that are
needed to improve the integration of the poor population into the targeted value chains.

The objective of this study is to compare international and national value chains with regard
to potential benefits for smallholders and existing entry barriers to their integration. The
research was carried out in the chilli sector of Ghana. The first hypothesis of this study is that
integration into international value chains offers additional benefits. Benefits are defined as
higher income, diversification of income sources, more reliable income, better cash flow and
upgrading possibilities. The second hypothesis is that in international value chains, entry
barriers to an integration of smallholders are higher. Entry barriers are defined as initial
supplier qualifications, product quality, product quantity, frequent supply, production costs
and distance to the purchaser.

To evaluate the hypotheses, the study was conducted in three steps. The first step involved a
review of the relevant literature to examine the theoretical basis for the value chain approach.
In the second step, a three-month field survey was carried out in Ghana to analyse the

different value chains with a focus on the hypotheses mentioned above. During the field
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SUMMARY

survey, interviews were conducted in two different regions of Ghana. With regard to the
national market, 17 smallholders, five processors and 17 traders were interviewed. Additional
interviews were carried out with key persons from the sector such as staff from the Ministry
of Food and Agriculture and from sector institutions like the Ghanaian Standard Board. For
information about the international market, an additional 10 smallholders and four exporters
were interviewed as well as key individuals such as staff from the Export Promotion Council.
Finally, the different value chains were compared with regard to the initial questions of this
study, and conclusions were drawn.

In brief, the theory of the value chain approach defines a value chain as the different stages of
a production process, e.g. input supply, production, marketing, consumption, which are linked
through different relationships and can be spread around the world. In the approach, five
different dimensions are defined to describe and explain the development of value chains.
These are the technical structure, the actors, the territorial structure, the input-output structure
and profit distribution, and the governance structure. Additionally, the institutional framework
conditions are examined.

In accordance with this subdivision, the four main value chains of chilli were analysed during
the field survey. These are the value chains of the products fresh chilli for the national market,
fresh chilli for the export market, and dry chilli and chilli powder, both for the national
market. The analysis of the national value chains shows differences between value chains
supplying traditional and those supplying non-traditional markets. The first ones have a great
deal in common. They supply only traditional markets; the actors are traditional retailers and
wholesalers at the marketing and processing stage, individual smallholders at the production
stage and at the processing stage as well, and small agrostores as the main input suppliers.
Geographically, all stages generally occur in the same region and sometimes even in the same
district. Only to a smaller degree do marketing activities extend to other regions of Ghana or
even neighbouring countries. In all chains, profits/ unit sold are highest at the stage of
production and thus for the smallholders. But taking into account the turnover of the different
actors, wholesalers are assumed to have the highest profits followed by retailers and then
smallholders. No statement can be made about agrostore owners. The governance structure in
these chains is favourable to wholesalers and retailers and leaves smallholders in a very weak
position. These chains exist for all chilli products found in Ghana.

Value chains supplying non-traditional markets are found only for fresh chilli and chilli
powder. They differ from the other value chains mainly in regard to three aspects: market
supplied; actors; and governance structure. Markets supplied are non-traditional, namely
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supermarkets. The actors are small-scale businesses in the marketing and processing stage
and, as above, smallholders in the processing and production stage, but ones who are better
qualified and organised in groups with common marketing activities. The governance
structure of this chain is more favourable to smallholders than in the other chains, so that they
have a stronger position in the chain through which they can realise more benefits.

The value chain of fresh chilli for the international market supplies foremost Asian
communities in the UK. Actors at the marketing stage in Ghana are export companies.
Processing does not occur, and in the production stage smallholders can be found once again.
Their qualification lies between that of smallholders of traditional chains and smallholders in
the non- traditional chain of chilli powder. Input suppliers are the same as in the other chains.
All national stages take place in the area within one day’s travel from Accra. Concrete
statements about profit distribution cannot be made due to a lack of data. The governance
structure in this chain leads to a situation in which the position of smallholders lies between
the ones in traditional and non-traditional national chains.

Answering the initial questions of the study on the basis of this analysis, the following picture
emerges. Neither hypothesis can be confirmed without reservation. A direct comparison of the
national and the export chain of fresh chilli shows that the export market offers additional
benefits in the form of higher income, a more secure income source, diversified income and
upgrading possibilities. It further demonstrates that entry barriers are higher in the export
market with market distance being the foremost barrier, followed by personal relations, which
are necessary to establish contact with buyers and become integrated. However, a comparison
of all value chains in the national market with the one for the international market reveals
different results. The non-traditional chain of chilli powder offers even more benefits than the
export chain, in particular with regard to the level and security of income and upgrading
possibilities. Furthermore, entry barriers are highest in this chain as well, primarily the higher
qualification of smallholders and the even more important personal relationships necessary for
integration.

It can be concluded from these results that the difference between export and national markets
is not the decisive distinction for possible benefits and entry barriers; it is rather the final
product that is supplied. The case study shows a tight correlation between the complexity of
the final product and the governance structure on the one hand and between the governance
structure and the benefits and entry barriers for smallholders on the other hand. The more
complex and the higher the guality of the final product, the stronger the relationship between
producers and traders become. And the stronger these relationships, the more benefits accrue

IX



SUMMARY

to smallholders in the case of chilli chains in Ghana. These two findings confirm the general
assumptions made in value chain research, that complexity of the final product plays an
important role.

With regard to world trade in which developing countries are often still only raw material
exporters, these results call into question how a better integration offering new benefits for
developing countries can be realised. At the same time, they show that the national market
holds potential for the national supply of more complex and higher valued products. The
example of the value chain of chilli powder shows that national businesses have the chance to
supply non-traditional markets and may even compete with imported products. In these
markets, demand continues to rise so that supporting national value chains supplying these
markets offers genuine opportunities to integrate a wide range of rural smallholders now

producing under worse conditions for the traditional markets.



INTRODUCTION

1 Introduction

The key issue in development cooperation is how to reduce poverty. During the past decades,
several answers to this question have emerged, but none have provided genuinely satisfying
conclusions. Due to the wide range of problems developing countries face, however, it is clear
that more than one answer is needed.

Over the past decades, the importance of global trade has increased. In 1984 the value of total
merchandise world exports was 1,956 bn US$. It rose to 4,326 bn US$ in 1994 and further
increased to 9,153 bn US$ in 2004, meaning that the value of world trade increased by nearly
368% during this period (WTO, 2006).

The increase in world trade was recognised as offering new possibilities to third world
countries that could help to overcome underdevelopment and poverty. A better integration
into world trade could lead to domestic economic growth, which has been proven to be one
necessary condition for poverty alleviation (STAMM, p.2, 2004). According to OXFAM (2005),
an “increase of Latin America’s, South and East Asia’s and Africa’s share of world trade by
just 1% each could provide a chance for 128 m people to find a way out of poverty”.
Therefore a better integration into world trade can be seen as one part of a strategy of
successful poverty reduction. But this raises the question of how developing countries and, in
particular, the poor population sections can successfully be integrated into international trade.
The increase in world trade is accompanied by changes in the products traded and in
production patterns, as well as by an ongoing production sharing that is here defined as the
allocation of a manufacturing process in which several countries participate at different stages
of the manufacture of a specific good (compare GEREFFI ET AL., p.1 ff., 2003). In former
days “these production sharing trade flows were partly based on comparative advantage, but
other factors such as the escalation of industrial countries’ trade barriers also contributed to
this exchange pattern” ( YEATS, p.1, 2001). But over the past few decades, these trade barriers
have been deeply reduced due to the introduction of Generalised System of Preferences, the
establishment of free trade arrangements, and agreements within the World Trade
Organisation (WTO).

The changing framework conditions offer new possibilities for trade, and new forms of
production sharing appear. Today, many firms do not integrate all steps of production and
processing in-house, neither in terms of location nor with regard to ownership. Moreover, the
different stages from production to processing to marketing are today often located in several
geographical regions of the world, with each nation performing tasks in which it has

comparative advantages and the single stages of the production process being linked through
1



INTRODUCTION

different relationships. To display their comparative advantages and increase their share in
world trade, developing countries need adequate production and trading capacities.

In the 1990s, the concept of value-added chains arose, describing the new global organisation
of industries. It received increased attention from and organisations working in the field of
development cooperation and research as an instrument to analyse the new forms of
international trade. In German development cooperation, the value chain approach was picked
up not to explain the course of international trade but as a concept for technical development
projects. These projects focus, on the basis of the value chain approach, specifically on the
support of production and trading capacities that are needed to improve the integration of poor

population sections into value chains.

1.1 Problem

With regard to one particular population section of developing countries, however, namely
smallholders in rural areas, the assumption that improved integration of a country into world
trade systems leads to economic growth, and thus to a reduction of their poverty, cannot be
generally affirmed. Therefore it is important to consider who participates in and benefits from
better integration. "It is by no means unimportant in which way, with which products and with
the inclusion of which actors a greater integration occurs” (STAMM, p.5, 2004).

The present challenge for development cooperation is to analyse how smallholders can benefit
from value chain integration and to promote integration possibilities that allow smallholders
not only to supply raw materials but to participate more in the adding of value and/or
realisation of additional benefits, e.g. a more secure income source. This could provide a real
opportunity to improve their economic situation.

At present, the focus in value chain analysis is still mainly placed on international value
chains; however, value chains exist within national market as well. Smallholders can be
integrated into both the value chains of domestic markets of developing countries or those of
export markets to developed countries. The latter offer smallholders potentially greater,
although as yet unproven, benefits, but also place higher demands on them in terms of product
quality and supply. Furthermore, the integration of smallholders into both kinds of value
chains can occur at different levels of the value chain in question. Here again, smallholders
are confronted with different kinds of constraints to fulfil product quality and supply
requirements of the markets that generally increase with higher integration into the value
chain.
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The question thus arises as to which value chains are more likely to integrate smallholders and
provide them with better opportunities, either in the area of export markets or in domestic
markets.

At the same time, a critical analysis of the experiences and examples of value chain
approaches shows that multinational corporations also benefit greatly from well-established
value chains (HUMPHREY AND SCcHMITZ, 2002). They reduce transaction costs and secure a
constant supply of high-quality products. From a pro-poor growth point of view, this fact
becomes critical if international value chains are organised only in a way to increase benefits

to corporations and retailers. This risk has to be kept in mind while evaluating value chains.

1.2 Objective
This study focuses its attention on the case of value chains of chilli in Ghana. As value chain

research at present mainly considers international value chains, the study is based on the
assumption that integration into international value chains offers higher benefits for
smallholders and that these chains have higher entry barriers. The objective of this study is to
analyse if this assumption can be upheld in the case of value chains of chilli in Ghana.
Therefore the central question of this study is whether a value chain focusing on national
markets or one based on export markets provides smallholders with better opportunities to
participate and profit and in which chain entry barriers to integration are higher. To answer
this question, two concrete hypotheses were formulated. The first one is that integration into
international value chains offer additional benefits. Benefits are defined as higher income,
diversification of income sources, more reliable income, better cash flow and upgrading
possibilities. The second hypothesis is that entry barriers are higher in the case of international
value chains. Entry barriers are taken to mean initial supplier qualifications, product quality,
product quantity, frequent supply, production costs and distance to the purchaser.

A second more general question that is raised in this study is whether the promotion of the
integration of the poorer population, such as smallholders, into the value chains is a useful
instrument for the promotion of large-scale pro-poor growth at all. The counterstatement is
that, at least with respect to international value chains, the position of only a very limited
number of smallholders can be improved and value chains predominantly strengthen the
position of multinational corporations and retailers.

The analysis of and response to these two questions will be based on the case study of value
chains of chilli in Ghana. A detailed analysis of the different chains will lead to a comparison

3
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of the chains, which will allow conclusions to be drawn concerning the benefits and
integration barriers for smallholders depending on of the kind of value chain.

The entire analysis will lead to an assessment of the large-scale impact of value chain
promotion, which in turn makes possible an evaluation of the value chain approach as an

instrument for development cooperation in the context of pro-poor growth strategies.

The study is divided into two parts. The first section encompasses a review of the relevant
literature, and the second part shows the findings of the field survey.

The first part begins in Chapter Two with an overview of the study area and the
methodological approach of the study. It is followed in Chapter Three by explanations of the
theoretical background of the value chain approach as it is found in literature and the
implementation of this approach in development cooperation projects. After giving an
overview of the development of value chains in Chapter 3.1, a definition of the term value
chain as it is understood in this study is given in Chapter 3.2. The implementation of the value
chain approach in German development cooperation projects is then explained in Chapter 3.3.
The literature review ends in Chapter 3.4 with a description of the different dimensions of a
value chain and explanations of particularly important aspects of the approach.

With Chapter Four, the second section, comprising the findings of the field survey undertaken
by the author, begins. In Chapter 4.1, introductory information about Ghana in general and the
agricultural sector in particular is provided. This is followed in Chapter 4.2 by an overview of
the institutional framework conditions of the chilli sector. In Chapter 4.3, the national market
for chilli and the value chains of chilli supplying this market are described. A description of
the international chilli market and the Ghanaian chains supplying it is found in the following
Chapter 4.4. The results of these analyses are presented in Chapter 5. It starts in Chapter 5.1
with a comparison of the different chains, which leads to an assessment of the benefits and
integration barriers for smallholders in Chapter 5.2. Finally, conclusions about the impact of
different chains on the situation of smallholders and the overall impact of value chain

promotion on pro-poor growth are made in Chapter 6.



2 PROCEDURE AND METHODS

2 Procedure and Methods

2.1 Study Area

The study was conducted in six regions of Ghana: Western Region, Central Region, Greater

Accra Region, Eastern Region and Brong Ahafo Region (see Figure One). In this study, the
first five regions are combined under the term Southern Region. The comparison in Chapter
Five is made between smallholders in the Brong Ahafo Region supplying the national market
and smallholders in the Southern Region who supply the international market. In the Brong
Ahafo Region, the study focuses on the areas within one day’s travel from Sunyani, and in the
Southern Region the areas covered in the field survey are those within one day’s travel from
Accra.

A summary of the agro-ecological conditions in both regions of the field survey is given in
Table 1. The main difference that needs to be mentioned is the use of irrigation systems,
which is very common in the Southern Region but is only seldom found in the Brong Ahafo

Region.

Table 1: Agro-ecological conditions in the Southern Region of Ghana and in the Brong

Ahafo Region

Brong Ahafo Region Central Region examplarily for the
Southern Region
Climate tropical zone dry equatorial to moist semi-
equatorial zone
Rainfall 1000 mm in the northern parts to | 1000 mm along the coast to about
1400 mm in the southern parts 2000 mm in the interior
Temperature 23.9°C between 24°C and 30°C
Vegetation moist semi-deciduous forest, in savannah with grassland and few trees
the southern and south-eastern at the coast;
parts; semi-deciduous forest in the inland
savannah woodland, in the areas
northern and north-eastern parts.
Agricultural Cash crops: cocoa, cashew, salt mining and fishing along the
production coffee, rubber and tobacco. coast ( 40-45 per cent of Ghana’s total
Food crops: maize, cassava, fish landings);
plantain, yam, cocoyam, rice and | oil palm, cocoa, citrus and pineapple
tomatoes.
Agricultural 66.4% 54.8%
occupation

Source: Ministry of Local Government and Rural Development, 2006
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2 PROCEDURE AND METHODS

Figure one shows a map of Ghana. The areas marked in green are those of the field survey.

Figure 1: Area of the field survey
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2.2 Study design

The theoretical background of this study is the value chain approach. The analysis of this
approach is based on a review of the relevant literature carried out at the beginning of this
study. The literature used consists mainly of secondary literature but includes primary sources
as well.

The empirical data is based on a field survey that was carried out from July to September
2005 in the respective regions mentioned above. During the field survey, several interviews
were carried out. They form the basis for the second part of this study. All descriptions from
Chapter 4.2 onwards reflect the answers from the conducted interviews, conversations and

discussions with key stakeholders as well as the author’s own observations.
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The questionnaire for the interviews was prepared prior to the field survey in accordance with
the outline of the study. To adapt the questionnaire to the situation on-site and test its
applicability and clarity, pre-tests with three smallholders, two wholesalers and one retailer

were carried out.

Different partly-structured questionnaires were used for the interviews of the different actor
groups in the chain. One questionnaire for the two smallholder groups — national and
international suppliers — one for the traders, exporters, wholesalers and retailers, and one for
processors. All questionnaires were prepared in English.

The questionnaire for the smallholders in national value chains consisted of 29 questions; the
one for smallholders in international chains included 30 questions. Both questionnaires were
divided into three parts. The first part aimed to collect general data about chilli production,
the second part was about marketing issues and the third part covered questions about
framework conditions.

The questionnaire for the wholesalers and retailers in traditional markets consisted of 22
questions, and exporters were asked 21 questions. Both questionnaires were divided into two
parts, the first covering general personal information and the second including the questions
about chilli marketing.

The questionnaire for the registered processors of chilli powder included 25 questions. The
first part of the questionnaire was about general business information and purchasing, the
second part about processing and marketing. All questionnaires are found in the annex.

Themes for key persons varied according to the information needed.

The sample size of persons interviewed differed in accordance with their function in the
chain. As focus was set on smallholders, this group has the highest sample size. Retailers and
wholesalers have a high sample size, too. Altogether, seven different markets were visited in
the Brong Ahafo Region. Therefore they account for a high share of interviewed persons, too.
Where smallholders were found at the market, they were interviewed only to complete the
picture; their answers are not reflected in the analysis of the general situation of smallholders.
Exporters were not easy to contact and to convince to take time for an interview; therefore
they account only for a small share of interviewed persons. Only two processors supplying
non-traditional markets were interviewed, as no others existed in the area of the field survey.
Since other processors such as traditional powder processors and Shito processors do not play

a prominent role in this study, only a few of them were interviewed to get a complete picture
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of the sector. An overview of the sample sizes of the different groups and other key persons

is given in Table 2.

Table 2: Overview of interviewed persons

Interviewees n | Themes with key| n |Additional n

persons interviewees
Smallholders fresh 9| Institutions of the 3| Regional 4
chilli chain export sector Ministries of Food

and Agriculture

Smallholders dry 8 | Institutions of the 3 | Extension officers 12
chilli chain whole sector
Smallholders 10 | Development 2 | Market 1
export chain cooperation information

organisations centres
Trad. powder 3 | Ministry of Food 1| Supermarket 2
processors and Agriculture owners
Non-trad. powder 2 | Shito processors 4 | Development 5
processors cooperation

organisations

Wholesalers 7
fresh/dry chill
Retailers fresh/dry 10
chilli
Exporters 4

Source: own compilation, n= number of persons

The interviewed smallholders from national as well as from international chains were chosen
with assistance of the Ministry of Food and Agriculture in the respective study areas. Criteria
for the selection of smallholders were that they be traditional smallholders and that they have
at least five years of experience as chilli producers. Although not all of the interviewed
smallholders were speaking as individuals — some acted as spokespersons for the entire group
of smallholders in the respective village — for reasons of simplification the interviewees will
consistently be counted as one smallholder in the following text.

Traders on the national market were persons chosen at random from the group of wholesalers
and retailers found in national markets. The only criterion was that wholesaling/retailing chilli
be their main business. For exporter interviews, the export companies were chosen which
were registered at the Ghanaian Export Promotion Council with the highest amount of chilli

exports.
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Traditional processors were randomly chosen; for powder processors supplying the non-
traditional market, the only two working in Brong Ahafo Region to date were interviewed.
Additionally, key persons of the chilli sector were interviewed. These are the following:
- head of the Regional Task Force for Chilli Pepper of the regional Ministry of Food
and Agriculture in the Brong Ahafo Region;
- head of the section for the “Promotion of vegetable exports” of the Ghanaian Export
Promotion Council;
- steering committee of the Ghanaian Assorted Foodstuff Exporters Association;
- head of the Ghanaian Association of Vegetable Exporters;
- desk officer of the Ghanaian Board of Standards;
- desk officer of the Ghanaian Food and Drug Board;
- head of the section for “Breeding of local vegetables” of the Ghanaian Crop Research
Institute;
- head of the section “Promotion of vegetables for export” of USAID,;

- desk officer of the Opportunities Industrialization Centers Ghana (OIC Ghana).

The author carried out all interviews. Extension officers of the Ministry of Food and
Agriculture accompanied the author to the villages where smallholders producing chilli were
located. They were present when the some of the interviews were carried out. When
necessary, an extension officer of the Ministry of Food and Agriculture or the Ghanaian
student who assisted the author during the field survey acted as an interpreter into the
respective local language during the interviews. The presence of an extension officer does not
seem to have affected the openness of the smallholders interviewed, and their answers are still
considered to be reliable. Only with regard to economic data must a lack of information be
noted. Not all smallholders were aware of different production costs and measurements.
Nevertheless, the statements that some smallholders were able to make can be viewed as
accurate. Still, the results presented in Chapter Five are restricted in their general validity.

A descriptive statistical analysis of the recorded data, using percentage shares, weighted and
non-weighted averages as well as standard deviations, was possible and appropriate to analyse
and compare the different chains. Particularly with regard to profit distribution, these
statistical parameters were employed. As the sample size of the single groups was not very

high, MS Excel was an adequate software program for the analysis.
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3 Value chains as an instrument of development cooperation

3.1 Development of value chains

As mentioned in the introduction framework, conditions for international trade have changed
tremendously over the past decades and are still changing. Agreements on trade, as signed in
the WTO or between individual countries, generally result in a reduction of trade barriers
which offer new possibilities for international trade — not only in the form of an increase in
the product variety and quantity traded internationally, but also in the differentiated
organisation of production processes. “As the market expands it becomes profitable to employ
workers and to allow each of them to specialise”(KAPLINSKI, R.; MORRIS, M., p.9, 2001). This
statement expresses that expanding markets offer firms the possibility to change from “in —
house” production, where the whole production process is undertaken from a single firm at
one location, to a subdivision of different steps of the production process to other locations or
even other firms. Therefore the decline in trade barriers led to a specialisation process where
single activities of a production process are undertaken where comparative advantages exist.
,»A country (or firm or individual) is said to have a comparative advantage in the production
of a good (say cloth) if it can produce those at a lower opportunity cost than another country.
The opportunity cost of cloth production is defined as the amount of another product ,,that
must be given up in order to produce one more unit of cloth* (SURANOVIC, 2006).

The international subdivision of a production process leads to a ,,fragmentation” (ARNDT AND
KIERZKOWSKI, 2001 as cited in GEREFFI ET AL., p. 1, 2003) of production that goes along
with new forms of coordination and organisation of it.

These various developments pose a challenge for developing countries and development
cooperation. The question is how to be integrated successfully into world trade and take
advantage from the new forms of production sharing. ,,This is a particular problem for

poor producers and poor countries that seem to have experienced more of the downside than
the upside of globalisation over the past two decades*(KAPLINSKI, R.; MORRIS,M., p.18,
2001).

Along with the changes of world trade came approaches about how to analyse the changes
and new theories on what the determining factors for the development of international trade
and production sharing are. In this context the rise of different approaches of value chain
research can be observed. ,,Global value chain research and policy work examine the different

ways in which global production and distribution systems are integrated and the possibilities
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of firms in developing countries to enhance their position in global markets*(GEREFFI ET AL.,
p.1, 2003).

In literature different theoretical approaches are found in the value chain research that go back
even to 1920™ where the term “Wirtschaftsformationen” (economic formations) was used in
German and Dutch geography to “describe the cooperation between agricultural production
and the services that support it” (STAMM, A., p.10, 2004). In the late 1960™ A.O. Hirschmann
developed his Strategy of Economic Development which was based on the reciprocal
influence between different industrial activities. The following filiere concept from the 1960™,
developed by French economists can be seen as a direct predecessor of the currently discussed
value chain approach (STAMM, A., 2004). It “describes the flow of physical input and services
in the production of a final product (a good or a service)” (RODUNER, p.7, 2004). Than in the
1980 ° the modern value chain analysis (VCA) was developed by Porter as “an instrument for
identifying the value of each step of the production” (RODUNER, p.7, 2004). However his
analysis was very restricted as it only considered the level of firms. He defined that a “value
chain disaggregates a firm into its strategically relevant activities in order to understand the
behaviour of costs and the existing and potential sources of differentiation.” (PORTER, M.,
1985 as cited in STAMM, p.11, 2004).

The two main important representatives of value chain analysis are than found in the last two
decades. GEREFFI came up with his concept of Global Commodity Chains (GCC) in the 1990°°
and Henderson et al. developed a Global Production Networks approach in 2000/01.

Gereffis Global Commodity Chains “consists of sets of interorganizational networks clustered
around one commaodity or product, linking households, enterprises, and states to one another
within the world-economy. These networks are situation specific, socially constructed, and
locally integrated, underscoring the social embedded ness of economic organisation. Specific
processes or segments within a commodity chain can be represented as boxes or nodes, linked
together in networks. Each successive node within a commodity chain involves the
acquisition and/or organisation of inputs (e.g., raw materials or semi finished products),
labour power (and its provisioning), transportation, distribution (via markets or transfers), and
consumption®“(GEREFFI AND KORZENIEWICZ, P.13, 1994).

Even Gereffi defines four different dimensions of GCC, that are the input-output dimension,
the territorial dimension, the institutional framework and the governance structure, he
concentrated almost solely on the research of the latter and didn’t take the other aspects
further into account. In regards to governance structures he could make interesting results.

“By explicitly focusing on the coordination of globally dispersed, but linked, production

11
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systems, Gereffi has shown that many chains are characterised by a dominant party, or

sometimes parties, who determine the overall character of the chain“(KAPLINSKI, R.; MORRIS,

M., p.8, 2001). More executions on the governance structure and the other dimensions defined

by Gereffi are given in Chapter 3.4.

Henderson meanwhile pursues with his Global Production Networks (GPN) a more

comprehensive analysis (HENDERSON ET AL., 2001) and understands his approach as a “direct

refinement of the GCC” (STAMM, A., p.14, 2004). Henderson stresses that all dimensions

defined by Gereffi need to be considered. Therefore the GPN perspective directs attention to:

“— the networks of firms involved in ..., design, production and marketing of a given product
and how these are organised globally and regionally;

- the distribution of corporate power within those networks and changes therein;

- the institutions .... that influence firm strategy in the particular locations absorbed into the
production chain;

- the implications of all of these for technological upgrading, value — adding and capturing,
economic prosperity etc. for the various firms and societies absorbed into the chains

“(HENDERSON ET AL., 2001).

Summarising, the objectives of all international value chain research are the analysis of the
course of the international production sharing and its determinants. STAMM, (p.8, 2004)
explains as one concrete mission of value chain research of the last two decades the
“contribution towards explaining unequal development and continuing underdevelopment
under conditions of globalisation”. He further executes that “the aim is to distinguish between
development—compatible and development —adverse forms of world market integration and to
draw up policy recommendations for the governments of developing countries” (STAMM, A.,
p.8, 2004).

3.2 Definition of the term value chain

As it is shown above different approaches in the value chain research exist with different
definitions of the term value chain. Therefore a definition of the term as it is understood in
this study is given in the following.

A value chain consists of all stages of a technical production process as well as of the
interaction between these stages. The production process starts at the stage of input supply,

than covers production, processing and marketing and ends with the consumption of a certain
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product. It can be seen as the hard skill of a value chain. According to Gereffi, (1994) besides
the technical structure, also the actors of a value chain as well as the input-output, and the
territorial structure define a value chain.

The second part of a value chain, the interactions between the single stages, are the
relationships and contractual linkages that not only determine the way the goods are traded
between the different stages but are decisive for the overall character of the chain. The
linkages between the stages lead to the so called governance structure of a chain that can be
seen as the soft skill of it. A detailed explanation of the technical and governance structure is
given in Chapter 3.4.

This definition of a value chain covers the inner core of a value chain but additionally the
institutional framework and other aspects, e.g. legal framework, need to be considered in
value chain analysis, too. A visual overview of relevant aspects of a value chain is given in

Figure two below.

Figure 2: Components of a value chain and framework conditions
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3.3 The application of the value chain approach in German development cooperation

At present, numerous development — research studies that are related to the value chain
approach can be found but still, concrete results or recommendations on the question how the
value chain approach can be used by development cooperation are not given.

Nevertheless, German development cooperation recently started to implement technical
projects and programms based on this approach. Insofar as they are based on concrete
problem analysis, and carried out with close monitoring these programs can have an important
experimental function for German and perhaps international development cooperation
(Stamm, A, p.8, 2004).

The leading German organisation in the application of the value chain approach is the
Corporation for Technical Cooperation (GTZ). There, the value chain approach was picked up
with the aim to “link small rural producers to formal markets, both domestic and
international” (SPRINGER-HEINZE, 2004). Although the interest on value chains began to rise
in the global context it is stressed by German development cooperation that value chains that
have potentials for pro poor growth also exist on the national level. With that the GTZ , in
difference to general value chain research, considers both kinds of chains, national and
international, to see where the best chances for poor population sections exist and how to
come up with concrete projects for them.

The technical programms and projects based on the value chain approach are linked to
different thematic fields of working of the GTZ. Also at present the value chain approach is
not a consistent methodical approach within the GTZ and different fields of working focus on
different aspects of a value chain they all have at least one common ground: the focus is set
on a sector perspective (ALBERT, ET AL., 2003).

This study is related to the field of working “Agriculture trade promotion”. Relevant activities
of value chain projects and programms in this area are:

- analysis of the potential competitiveness of certain agricultural products

analysis of the respective subsector

identification and linking-up of actors in the subsector

support and extension with coordination of activities and the setting up of services

- support of public institutions and organisations (ALBERT, ET AL., 2003).

The first two points can be summarised as situation analysis whereas the last three points
cover the practical activities of projects and programms. The situation analysis as well as the

implementation of concrete activities is undertaken in several steps. These are the selection of

14



3 VALUE CHAINS AS AN INSTRUMENT OF DEVELOPMENT COOPERATION

a chain, chain analysis, development of strategies and implementation of them and monitoring
and evaluation of the supported value chain (SPRINGER-HEINZE, A., 2005).

The first step is the selection of a value chain for which both a certain region has comparative
advantages and real market demand is given. For the latter, an analysis of the market of a
certain product is necessary, to get hints about the preferred products of a certain product
group for which comparative advantages exist and about the future market potential of these
products. Information about the market should result in an assessment on which concrete
value chain the support of development cooperation further focuses in the respective country.
Only if market potential exists the support of a value chain can be successful.

The second step is than the analysis of the respective value chain. This covers the analysis of
the five dimensions mentioned above, technical structure, involved actors, territorial structure,
input output structure and governance structure as well as of the institutional framework and
other important framework conditions for the specific sub sector.

Having a comprehensive overview about the value chain and the respective subsector it is
than in a third step the challenge of development co-operation to transform this knowledge in
a technical development program. To identify the relevant points of intervention for a support
of integration into trade that benefits poor population sections, an assessment of constraints
and opportunities and the identification of upgrading possibilities is necessary. Through that
key intervention areas and actions can be defined, and a strategy can be developed and
implemented (SPRINGER-HEINZE, A., 2005). Therewith, the GTZ breaks down the previous
value chain research to particular situations to come up with results for a strategy that bests
suits to this situation.

Finally a monitoring and evaluation system needs to be installed to assess the impacts of the
programms and evaluate its effects towards the support of poor population sections.

This approach of technical programms includes some aspects that are new for German
development cooperation and therefore shall be stressed out here.

First, setting a focus on the market is a new aspect. The task of development cooperation here
changes from supporting producers in their original production to supporting the adoption of
production to existing and developing market requirements. With that problems of the rural
population are not longer tackled through only increasing their own efficiency but through
increasing the market orientation of production.

This change of perspective goes along with a change of action. Taking the value chain
approach as the base of technical programms, the GTZ does no longer focus on only one

specific group, namely the producers, but takes the whole chain into account. This change is
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based on the assumption, that the functioning of a whole chain needs to be guaranteed, to
make sure that the integrated poor population sections benefit from it. To improve the
situation of poor population sections not only their way of acting needs to be improved and
supported but also support of other stages of a chain as well as of framework conditions is
needed. However as it can be assumed that producers are usually the weakest part of a chain
the most interest of development cooperation will still focus on them.

In the at hand case study of value chains of chilli in Ghana, the value chain approach of the
GTZ was used to assess the benefits of smallholders in regard to the chain they are integrated
and to identify entry barriers of the different chains. Even the focus of the analysis is not set
on general strength and weaknesses of the chain to come to a strategy for technical
development programmes, conclusions about necessary points of intervention can be derived

from it.

3.4 Dimensions of a value chain

All together, a value chain comprises five dimensions. As mentioned in Chapter 3.2 these are
the technical structure, the actors in a chain, the territorial, the input output and the
governance structure. The analysis of these structures will give answers to a set of questions:
How runs the production process, who participates at which stage, where do the different
stages take place, how are they linked, who has which benefits, etc. They are needed to find
the relevant points of intervention for a successful integration of poor population sections.

In the following the different dimensions of a value chain are explained. As this study focuses
on the agricultural sector all executions and examples relate to the agricultural sector and in

sectors others than this different situations might be found.

3.4.1 Technical structure and actors

As mentioned above the technical production process can generally be separated into five

stages: input supply, primary production, processing, marketing and consumption. On every

stage one to several different actors can be found.

The first step of the production process is the input supply. This considers everything from the

seeds to the technical equipment that is needed for the production of the concerned product.

Actors on these stages can be small to medium or big sized enterprises.

The primary production meaning all activities (sawing, fertilising, harvesting, etc) needed to

produce raw material like grain or vegetables follows input supply. Actors at this stage can be
16
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individual small, middle or big sized smallholders as well as enterprises with own out grower
schemes or production plants.

If the product isn’t market in its raw condition, processing is the next step. Raw materials get
transformed to processed products as bread, apple pie, etc. Transformation becomes more and
more important as consumers foremost in industrialised countries ask for a high variety of
products and prefer more and more already prepared food which can be cooked fast or just
needs to be warmed up. Activities like classifying or packing also fall under the category of
transformation. These are becoming more and more important, too as the consumer
requirements concerning design of a product or quality proof are rising in industrialised as
well as in developing countries.

On the processing side several different actors can be found. It depends on the product -
amount and quality, complexity of product and production process- if smallholders or other
individuals can undertake these activities or if this is done by industrial companies.

The next stage in the process is trade and marketing. The processed products have to be
transferred to the places of demand and distributed and sold there. Marketing can be done
directly by the producers or processors, but the higher the amount and quality of the traded
goods the higher are the requirements about marketing. In such cases logistic companies, food
corporations and supermarket chains are mainly found on this stage.

The last stage is consumption of a good. Even though the consumer does neither participate in
the production process nor add value to the product, he is part of the chain as in most cases
the consumer is the driving power of the whole process. Therefore consumer demand is the
determining factor for the kind, amount and quality of a product. For quite a wide range of
products, which are not substantial for living, the consumer’s esteem of a certain product
determines the possible price of it and therefore the potential value adding to the net product
within a chain.

The above described technical structure is the classical one but it is not static. In some cases
additional stages appear, e.g. collection in the honey production or stages are left out, e.g.
processing in the case of fresh fruit production and consumption. Activities like washing or
sorting are than undertaken at the production or the marketing stage.

Trading activities don’t only take place between the stages of processing and consumption but
also between production and processing or input supply and production. Nevertheless it is not
mentioned as an own stage of the chain there. It is assumed that between these stages trading
activities are mostly undertaken by the participants of the respective stages as a pure transfer

of goods within the production process without specific marketing activities
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3.4.2 Territorial structure

The territorial structure is “understood as the geographic concentration or dispersion of
production and marketing” (STAMM, A., p. 13, 2004) and with that gives an overview of the
location of the single stages of a value chain. In national value chains all stages take place in
the same country but in international chains not only the single stages, but also even the
activities within one stage can be widespread around the world. An example for that is the
processing of mangoes to mango juice. The processor can be located in Poland while buying
his raw materials -mangoes- from Ghana or Peru. Produced in Poland the mango juice can
than be sold nationally as well as in other European countries or even overseas.

To know the territorial structure is important for assessing the benefits for individual
countries integrated in the chain. Besides that it allows an analysis about why some countries
are integrated and others are not. Is it e.g. because of lower producer prices, historical trade
patterns or lower tariffs? The comparison between framework conditions of integrated and not
integrated countries helps to identify possible entry barriers that need to be overcome for a

successful integration into world trade.

3.4.3 Input-output structure and profit distribution

The input output structure is closely related to the technical structure. It can be defined as the
“tangible (raw materials, intermediate goods) and intangible (knowledge) flows linked
together in the process of value creation”, (STAMM, A., p.13, 2004). The input output structure
gives mainly an overview about four aspects: the amount and quality of a good that is needed
from one stage of the chain to fulfil the requirements of the following stage, the value that is
created on each stage, the profit distribution in a chain and the information flow between the
single stages of a chain.

3.4.4 Governance structure

According to Gereffis Global Commodity Chain approach ,,a governance structure is the
authority and power relationships which determine how financial, material, and human
resources are distributed within a chain” (GEREFFI, 1994 as cited in HUMPHREY AND SCHMITZ,
p.3, 2000). Given that definition the governance structure coordinates a value chain and
concretely determines what is to be produced, how, when, how much and often also to which
price, (RODUNER, 2004). This definition shows that governance mainly plays a role between
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suppliers and purchasers and not so much between input suppliers and producers or
purchasers and final consumers. One generally assumes that these linkages are market
coordinated.

As different kinds of governance structures exist the question appears under which
circumstances which structure arises and what advantages each structure offers (HUMPHREY
AND SCHMITZ, 2001). The determining aspects, as defined by GEREFFI ET AL. (2003), are the
complexity of transactions, the possibility of codification and the competence level of
suppliers. They defined these factors as following:

Complexity of transaction is “the complexity of information and knowledge transfer required
to sustain a particular transaction, particularly with respect to product and process
specifications” (GEREFFI ET AL., p.6, 2003). It can be assumed that the more specified the final
product the more complex is the required information and knowledge transfer. Therefore in
the following and in particular in the field survey the term “product complexity” is used. It is
understood as the sum of specifications required from the different stages of a value chain to
produce a certain good.

The possibility of codification is “the extent to which the information and knowledge
necessary for the transactions can be codified and, therefore, transmitted efficiently and
without transaction-specific investment between the parties to the transaction” (GEREFFI ET
AL., p.6, 2003).

And finally the competence level of the supplier are “the capabilities of actual and potential
suppliers in relation to the requirements of the transaction” (GEREFFI ET AL., p.6, 2003).

The interaction between these aspects than determines the governance structure of a chain.

To come to a simplified representation each factor is characterised with only two values, low

or high. Table 3 shows the result.

Table 3: Governance structures in value chains

Governance | Product Ability to Supplier Degree of explicit
type complexity codify capabilities coordination and
information power asymmetry
Market Low High High low
Modular High High High
Relational High Low High
Captive High High Low
Hierarchy High Low Low high

Source: GEREFFI ET AL., 2003
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The table shows that the value chain coordination lies “within a continuum between pure
market relationships and hierarchy” (STAMM, p.24, 2004). General conclusions of the chart
are that the higher the product complexity the tighter the relations between the single stages.
To profit from a tighter relation but not become determined from a lead firm a high supplier
qualification is necessary.

The different forms of governance that establish through the interaction of the different

aspects mentioned above are explained in the following.

a) Market coordination:

No specific relations exist between the single stages of the chain so that all transactions are
market coordinated. But “market linkages do not have to be completely transitory but can
persist over time with repeat transactions. The essential point is that costs of switching to a

new partner are low for both parties” (GEREFFI ET AL., p.5, 2003).

b) Modular value chains:

Typically, suppliers in modular value chains “manufacture products according to the detailed
instructions of the purchaser, but maintain full responsibility, e.g. for the process technology
employed “(STAMM, p.24, 2004). Modular value chains offer suppliers the possibility of a
stronger integration from which positive impacts as reliability, transfer of know how and

others can be expected without loosing the own independence.

¢) Relational value chains:

When the ability to codify product specifications is low well qualified suppliers have the
chance to enter a relational value chain. In these chains a “mutual dependence occurs that may
be regulated through reputation, social and spatial proximity, family and ethnic ties, and the
like. It can also be handled through mechanisms that impose costs on the party that breaks a
contract. The exchange of complex tacit information is most often accomplished by frequent
face-to-face interaction and governed by high levels of explicit coordination, which makes the
costs of switching to new partners high” (GEREFFI ET AL., p.5, 2003). Under this governance
structure suppliers have the best standing and with that the most benefits compared to the

other governance forms.

20



3 VALUE CHAINS AS AN INSTRUMENT OF DEVELOPMENT COOPERATION

d) Captive value chains:

Due to a low qualification of suppliers “a great deal of intervention and control on the part of
the lead firm is required, encouraging the build-up of transactional dependence as lead firms
seek to lock-in suppliers in order to exclude others from reaping the benefits of their efforts.
Therefore, the suppliers face significant switching costs and are “captive™. Captive suppliers
are frequently confined to a narrow range of tasks — for example, mainly engaged in simple
assembly — and are dependent on the lead firm for complementary activities such as design,
logistics, component purchasing, and process technology upgrading” (GEREFFI ET AL., p.7,
2003). Therefore suppliers loose their independence and have a low standing in captive value

chains that limit their benefits from integration into it.

e) Hierarchical value chains:
In these chains lead firms are forced to develop and manufacture products in-house as product
specifications cannot be codified and highly competent producers are not found (GEREFFI ET

AL., p.7 2003). Therefore no individual suppliers exist.

The different governance structures offer different benefits for the producers. The best form is
a relational governance structure as it offers producers the highest level of independence
connected with a powerful position in which they can influence the co-ordination of the chain
to their own benefits.

Besides the aspects identified by Gereffi, two further aspects that are important for the
position of the supplier, need to be taken into account. These are the ratio of purchasers to
suppliers and the ratio of demand to supply.

A high ratio of purchasers to suppliers, meaning many purchasers and just a few suppliers,
gives suppliers the chance of a better position in the chain and more negotiation power, e.g.
about prices as the purchaser depends on the supplier. In market co-ordinated and modular
value chains a high ratio could lead to stronger relations than they would usually be found
making suppliers benefit more than without these power, e.g. in form of higher income or
more reliability of the purchaser.

The same situation is found when the ratio of demand to supply is high. If supply is the scarce
resource producers can gain more power. Pre condition for both cases is that the amount of

suppliers cannot be increased flexible.
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3.5 Upgrading in value chains

In value chain literature upgrading is understood “as the process that enables a firm or any
other actor of the chain to take on more value intensive functions in the chain, make itself
harder to replace, and thus appropriate a larger share of the generated profits” (STAMM, p.27,
2004). Given this definition upgrading means that individuals, firms or even a whole country
improves its original situation through “changes in the nature and mix of activities, both
within each linkage in the chain, and in the distribution of intra-chain activities” (KAPLINSKI
AND MORRIS, p.38, 2001).

Upgrading can be the pre condition to get integrated in a value chain at all or it becomes
necessary to secure the position in or respectively of a chain. Single actors in the chain as well
as the whole chain stand in competition with other actors and other chains. If a certain actor or
chain doesn’t pursue continuous enhancement and adaptation to changing market situations,
whereas others do, the actor will loose its position in the chain or respectively the chain will
become less competitive and may loose its position at the market.

Value chain literature divides different upgrading possibilities in four categories. According
to HUMPHREY AND ScHMITZ (p. 19, 2002) these are process, product, functional and
intersectoral upgrading. They are further described in the following Chapter.

3.5.1 Types of upgrading

a) Process upgrading

Process upgrading means that “transformation of inputs into outputs becomes more efficient
by re-organising the production system” (HUMPHREY AND SCHMITZ, p.19, 2002). This means
the efficiency of production is raised. It can be realised at single stages of the chain as well as
in the whole chain.

b) Product upgrading
In product upgrading the products of one to several single stages are improved or even a new
product is developed. It results in a “movement into more sophisticated lines of product which

can be defined in terms of increased unit values” (HUMPHREY AND SCHMITZ, p.19, 2002).

¢) Functional upgrading
Functional upgrading can be realised through the “acquisition of new functions” (HUMPHREY

AND ScHMITZ, p.19, 2002). It offers actors or the whole chain the chance to overtake
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additional, higher valued functions or give up low value activities. It leads to a change of the
mix of activities conducted that increase the value added (KAPLINSKI AND MORRIS, p.38 f.,
2001).

d) Intersectoral upgrading

Chain upgrading means that a firm or another actor of a chain “apply the competence acquired
in a particular function of a chain to move into a new sector” (HUMPHREY AND SCHMITZ, p.19,
2002). Examples are Taiwanese firms which moved from the manufacture of transistor radios
to calculators, to TVs and now to laptops (KAPLINSKI AND MORRIS, p.38, 2001). With that,
intersectoral upgrading is the only form of a horizontal move of actors of a specific chains.

All other forms of upgrading are realised within the original sector.

Previous results of value chain research posits a hierarchy of upgrading that starts with
process upgrading being the most simple form, followed by product upgrading, than moves to
functional upgrading and at least intersectoral upgrading as the greatest form of upgrading

(KAPLINSKI AND MORRIS, p.39 f., 2001).

3.5.2 Pre-conditions for upgrading

Pre conditions for upgrading are manifold and they can vary from case to case. Value chain
research about the determinants of different upgrading possibilities still goes on but
nevertheless first results exist. As upgrading is a complex topic that has many facets, a
detailed description would go beyond the scope of this paper. Nevertheless some main
findings will be explained in the following.

First, learning processes that are available to the single actors of a chain influence upgrading.
“As a result of learning processes, firms are able to improve their position in the value chain”
(STAMM, p.27, 2004). Learning on the other hand is influenced itself through different aspects.
One is the governance structure of a chain. It is affirmed that besides production systems,
knowledge systems exist in value chains through which different kinds of know how are
transferred between the single stages of a chain (HUMPHREY AND ScHMITZ, 2002). How
information flow is organised and how intense it is depends on the interest of the leading
party in a chain, which is most times the buyer. It can be assumed that information transferred
from a buyer to his suppliers is limited to the amount that favours the buyer (HUMPHREY AND
ScHMITZ, 2002). Other aspects relevant for learning processes are availability and access to

extension services, further education, market information, etc.
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Further pre conditions for upgrading are the strategic intent of a firm and the policy
environment (HUMPHREY AND ScHMITZ, 2002) as well as innovation processes (HATAKOY,
p.5 f., 2003) and investment needs. The more complex a value chain becomes the more
demanding are the needs to realise any kind of upgrading. Therefore from a certain
complexity of a value chain onwards, investment possibilities are a crucial factor for realising

upgrading chances (HUMPHREY AND SCHMITZ, 2002).

3.5.3 Upgrading as an entry barrier

Upgrading is not only a chance to improve the own position but more than that a necessity to
secure the position in or respective of a chain. As actors and chains stand in competition to
each other one way of securing the one position is to ensure that competitors don’t upgrade
better or faster than they themselves. In this context upgrading can be used as setting an entry
barrier. Entry barriers are needed to hinder competitors from overtaking the one position or
even prevent or at least slow down an integration of new actors in a certain value chain. In
some cases entry barriers, which favour certain actors, are already existing (climatic
conditions, high investment costs combined with limited access to credits). But if these are
not found or are not high enough new barriers needs to be set up if competition is high.

Finding ways of upgrading that are not easily adaptable is one possibility.

With regards to the possibilities for poor population sections it can be said that their chances
lay mainly in the process and product upgrading that can be reached through technical
improvements and better production know how. Their chances to acquire new functions in a
chain are limited, nevertheless actions should be undertaken to try to realise this kind of
upgrading. Besides individual upgrading, overall upgrading of a chain that leads to higher
value final products can have positive impacts for poor population sections, too (compare
RODUNER, 2004).

After having described the theoretical framework of the value chain approach the next

Chapter covers the second part of this study, the case study of value chains in the chilli sector

in Ghana.
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4 The case of chilli production in Ghana

4.1 Country information of Ghana

The following Chapter provides some general information about the natural, social, political
and economic conditions in Ghana. In addition information about the agricultural sector is
provided. By that the aim is to give an overview of the current general situation of the country
that builds the framework for the agricultural sector, the agricultural sector itself and the chilli
production within that.

4.1.1 Geography and Climate

Ghana lays in Western Africa at the Gulf of Guinea. Its geographic coordinates are longitude
20 West and latitude 8 North. With a total area of 239,460 km2 Ghana has about the size of
Great Britain. 8,520 km2 of the country are covered with water that is about 3% of the
country. The border countries of Ghana are the Ivory Coast in the West, Burkina Faso in the
North and Togo in the East (World Fact Book, 2005).

Figure 3: Map of Ghana

Source: Evangelical LutheranChurch in America (ELCA), 2006
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Ghana has a warm, humid climate with an annual mean temperature between 26°C and 29°C.
Nevertheless climatic conditions across the country are hardly uniform, temperatures are
usually high at all times of the year and throughout the whole country. However, it can be
generally distinguished between the climate in the northern and the southern part (Library of
Congress, 2006).

In the northern part only two distinct seasons occur. The harmattan season and the wet season.
Harmattan seasons, having dry, hot days and relatively cool nights lasts from November to
late March or April. From than the wet period starts that reaches its peak in late August or
September. The average rainfall in the northern regions lays at 1,000 millimetres per year
(Library of Congress, 2006).

In the south four seasons occur, that are the major and minor rainy and the major and minor
dry season. The major rainy season starts in April and lasts till July. It is followed by the
minor dry season that lasts until August. From than onwards to November the minor rainy
season occurs followed by the harmattan season that completes the cycle. The annual mean
rainfall in the southern regions varies between 1,250 millimetres in the north and 2,150
millimetres in the south. The southern part of the country is characterised by a high humidity
that often reaches 95 to 100 % (Library of Congress, 2006).

4.1.2 Sociological context

In 2005, the UN estimated Ghana’s population on 21,8 Mill. people (BBC NEws, 2006). The
population of Ghana has a very diverse linguistic and cultural structure. Although or
especially because of that, English has become the official language. Nevertheless not all
people in Ghana are able to speak or understand English. In particular in rural areas traditional
dialects are still very common. Especially there but also in the rest of the country, the
“organising principles of the society are still based on locality, family, and clan structures.
Chiefs, who may be influential on the national level, were and still are selected from senior
members of the lineages that are considered to have been among the founders of the
community or ethnic group. Membership in a chiefly lineage still carries some prestige”
(Library of Congress, 2006).

An overview about some further key factors of the socio-economic situation of Ghana is

given in Table 4.
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Table 4: Selected population facts and socio-economic indicators

INDICATORS

Population (in million) 21,8
Religion

Christian 63%
Muslim 16%
Indigenous beliefs 21%
Literacy -age 15 and over; read and write: 74.8%
female 67.1%
male 82.7%

Average structure of age

0-14 years 38%
15-64 years 58.3%
65 years and over 3.7%
Population growth 1.79%
Urban Population 45%
Life expectany at birth in years 57.24
female 58.66
male 55.86
HIV/AIDS - adult prevalence rate: 3%
Population below 1 US$/day (1990-2003) 44.8 %
Human development index rating 138 (out of 173)

Sources: UNDP 2005, CIA-Factbook 2005, Worldpress 2005

4.1.3 Political context

Ghana formerly was a British colony that got independent in 1957. For the following 36 years
Ghana had several governments that all came into power through military interventions. Only
in 1993 a transition from a military to an elected government took place with Jerry John
Rawlings as president. He was followed by John A. Kufour who was elected as president in
2000 and got re-elected in 2004 for a second four year term (Library of Congress, 2006).
Since 1987 Ghana is structured into ten administrative regions (compare Figure four) that are

again subdivided into several administrative districts. Each region has its own capital that is
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headed by a regional secretary. In the districts the District Assembly is the highest political
and administrative authority with deliberative, executive, and legislative powers (Wikipedia,
2006).

Figure 4: 