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Executive Summary

The USAID/Ghana FtF Agriculture Policy Support Project (APSP) is pleased to
submit its Annual Report for Fiscal Year 2015, covering the period of October 2014
to September 2015. APSP was awarded on December 17, 2013 with the goal of
improving the food security enabling environment for private sector investment in
Ghana by increasing the capacity of Government of Ghana (GOG), the private sector,
and civil society organizations to implement evidence-based policy formation and
implementation, research, and advocacy, as well as perform rigorous monitoring and
evaluation of agricultural programs implemented under the Medium Term Agriculture
Sector Investment Plan (METASIP).

APSP’s goals will be achieved through activities in three project components:

e Component 1: Policy Formation and Implementation. Activities under this
component are aimed at improving Ghana’s agricultural sector policy process
for evidence-based decision making related to food security.

e Component 2: Policy Research. Component 2 activities seek to build capacity
of stakeholders for rigorous policy analysis and evidence-based policy
making.

e Component 3: Policy Advocacy. Activities under Component 3 aim to
strengthen the institutional and technical capacities of private agribusiness
organizations, civil society organizations, and the media to enable them
increase their participation in the public policy process.

Major accomplishment and activities implemented in FY2015 to achieve project goals
include the following:

Component 1: Policy Formation and Implementation. APSP has made significant
progress under this component as demonstrated by the capacity building and training
activities undertaken to benefit GoG units, other private stakeholders and CSOs, the
set of policies/regulations/bills that have been analyzed and the research studies that
have been completed in conjunction with other partners and subcontractors. Specific
accomplishments include:

e APSP supported the development of actions plans for METASIP/SAKSS, which
include support from the project to resume quarterly members' meetings,
funding of priority research topics, and the establishment of a functioning
Secretariat to enhance coordination and implementation of the
METASIP/SAKSS.

e APSP, in partnership with subcontractor Ghana Institute for Management and
Public Administration (GIMPA) developed 20 training modules for enhancing
the capacity of METASIP/SAKSS implementing institutions and Ministry of
Food and Agriculture (MoFA) staff.

e The project trained more than 600 public officers from MoFA and
METASIP/SAKSS implementing institutions and 11 Government of Ghana
(GoG) units in policy development, development planning, policy
implementation, seeds regulatory frameworks, and law compliance.
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e APSP supported the analysis of seven policies/regulations/administrative
procedures and their corresponding discussions with GoG and public and private
stakeholders, among them, the Seeds Regulations, National Quarantine Pest
List, National Seed Development Plan, Animal Production and Animal Bills,
Fertilizer Subsidy, Agriculture Extension Policy, and Plants and Fertilizer Act
803. Out of these seven, the projects has contributed to the drafting of four, the
approval of one, and the implementation stage of another. (See Annex A4).

e The project, through a local subcontractor, initiated the development of a
modern and up-to-date computer assisted personal interview system to assist
SRID with its data management responsibilities.

Component 2: Policy Research. APSP has accomplished its targets in Component 2
for the fiscal year. Other than actually completing two research studies, the project
has issued a tender to develop research studies on GOG priorities to further enhance
the availability of empirical evidence for sound and effective policy-making. Specific
accomplishments include:

¢ In partnership with GSSP/IFPRI, WAFP, AFAP, ILFSP/MSU and
subcontractors ISU and GIMPA, completed and submitted three research/policy
studies and one baseline survey on gender data to USAID for discussions with
the GoG. (Topics included agricultural insurance in Ghana, an assessment of
commodity trading mechanisms, and soil fertility management strategy).

e Based on its research tender, the project has shortlisted thirteen research
proposals for potential award in fiscal year 2016.

e APSP completed an assessment of agriculture research capacity in 12 selected
public and private universities and CSIR research institutions.

Component 3: Policy Advocacy. APSP has met the majority of our targets for
Component 3 in FY2. APSP’s activities have contributed to an increase in the
participation of CSOs and other private sector stakeholders in the policy process.
Specific accomplishments include:

e APSP implemented 15 district policy dialogue forums in six regions of Ghana,
including the Northern, Upper, West, Volta, Eastern and Central regions.

e Close to 5,000 individuals (67% male, 33% female), attended the events
sponsored by APSP, including agriculture policy trainings, community
sensitization on legislative initiatives, policy advocacy campaigns, district-level
public-private dialogue forums, and capacity building trainings, among others.

e The project trained more than 2,500 individuals on issues ranging from
agriculture policy, data management, policy planning and program
implementation, district program implementation, and compliance with Seeds
Regulations, gender mainstreaming, and NSAs capacity building training.

e APSP trained 137 individuals drawn from 45 selected NSAs to improve their
organization’s performance and policy advocacy activities.

e The project provided training to more than 100 Ghanaian journalists in policy
analysis, advocacy, agriculture reporting, gender mainstreaming, and agriculture
feature article writing. Of the trainees, 47 received specific gender
mainstreaming training to address the importance of reporting on women’s
rights in the context of the agriculture sector.
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e The project has already made an impact on social media with the establishment
of a platform dubbed “Agric Journalists Ghana” on Facebook to network
journalists involved in agriculture reporting.

o APSP assisted 40 Non-state Actors (NSAs) to improve their operational and
technical capacities, especially to strengthen their capacity to advocate for
agriculture policy reform.

e The project issued four tenders and received more than 130 applications to
support policy advocacy, NSAs’ capacity building and training, policy
dialogues, and agriculture policy research. Of these, APSP awarded 14 grants to
NSAs to undertake policy advocacy, policy training, gender mainstreaming, and
research activities.

As detailed in the following sections, APSP has made significant progress in Fiscal
Year 2015 in meeting its contractual mandate, as shown in Annex A (Project
Performance Statistics) and has laid strong foundations to continue building on these
achievements over the remaining years of the project.
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A. PROGRESS BY COMPONENT

A1. Component 1: Policy Formation and Implementation

Component 1 is aimed at improving Ghana’s agricultural sector policy process for
evidence-based decision making related to food security through four main pillars:

e Improve capacity for policy analysis and evaluation by core METASIP-
institutions by standing up the Strategic Analysis and Knowledge Support
System (SAKSS) node.

e Enhance implementation of improved policies/regulations/administrative
procedures as outlined by Government of Ghana’s (GOG)-endorsed policy
documents and agreements between GOG, donors and private sector.

e Improve policies that enable private sector development, commercialization and
use of improved agricultural inputs to increase smallholder productivity and
incomes.

¢ Improve execution of the METASIP.

Ala. Progress to Date per Agreed-upon Workplan

KRA 1.1: Improve Capacity for
Policy Analysis and Evaluation by
Core METASIP Implementing
Institutions by Standing up the
Strategic Analysis and Knowledge
Support Systems (SAKSS)
Node/Enhance Capacity in Policy
Analysis and Evaluation

Conduct Needs Assessment and
Train METASIP/SAKSS Members. In
FY2, after completing a training
needs assessment of MoFA’s
Directorates and METASIP/SAKSS
members, the Ghana Institute of
Management and Public
Administration (GIMPA) developed
20 training modules aimed at
enhancing the skills of an estimated
156 personnel in policy formulation,
implementation, and analysis. This
training will positively influence the
capacity of public servants in the

COMPONENT 1: KEY ACHIEVEMENTS

METASIP Secretariat established for better
coordination and action plans developed for
METASIP/SAKSS.

APSP Policy Advisor embedded at MoFA’s PPB.
Training needs assessment for METASIP/SAKSS
implementing agencies completed by GIMPA and 20
training modules developed.

The 4 planned public education and sensitization
programs on Act 803 completed and 263 seed
industry stakeholders from MoFA, farmers, CSOs,
security agencies, input dealers etc. trained on its
content.

Development of a computer-assisted personal
interviewing (CAPI) system for agriculture data
collection and analysis for SRID in progress.

2 Draft Bills on Animal Health and Livestock
Production, aimed at reviving the livestock sub-sector,
completed.

Ghana’s seed regulation harmonized with that of the
ECOWAS protocol and Quarantine Pest List updated
30 seed experts, including members of National Seed
Council and Technical and Variety Release
Committee (TVRC), trained.

566 public officers and 11 government units trained.
Study on sustainable soil fertility management
completed.

Study on status of agricultural insurance in Ghana
completed.

agriculture sector, especially METASIP/SAKSS members, to improve their
understanding of policy dynamics and hence enable them to conduct high quality
policy analysis and priority setting. This activity contributes to Indicators 1, 2, and 5.

Develop Revitalization Plan for SAKSS. In FY2, APSP supported MoFA to organize
two separate workshops for 59 SAKSS members and 25 METASIP members to
develop action plans for METASIP/SAKSS, which includes training, support to
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enable meeting regularly, and technical assistance. This assistance was critical as
METASIP/SAKSS had no action plans yet, which was necessary to identify areas of
support for standing-up the SAKSS Nodes. Through these workshops, participants
identified two critical areas for support: capacity building of members and the
reactivation of their quarterly meetings. APSP will begin addressing these needs in
FY3. The staff of the newly established METASIP/SAKSS Secretariat have studied
the action plans and developed specific interventions for FY3. Implementation of this
activity contributed to Indicators 2, 5 and 14.

Embedding a Policy Advisor and Researcher within MOFA's Policy Planning
Monitoring and Evaluation Directorate (PPMED). In FY2, APSP and CEPA
successfully finalized the process of embedding as the project
Policy Advisor at MoFA within the Policy Planning and Budget (PPB) Directorate of
the Ministry, formerly known as the Policy Planning Monitoring and Evaluation
Directorate (PPMED).

The Policy Advisor is already making

positive impacts in MoFA’s policy

process, supporting MoFA in a number

of important priority areas including the

development of an Agriculture

Investment Guide to promote

investments in the sector, and the Ghana

Incentive-Based Risk Sharing System for

Agriculture Lending (GIRSAL) to METASIP Members Developina Action Plan at Workshop
enhance farmers’ access to credit. The Policy Advisor currently participates in
MoFA’s weekly management meetings, chaired by the Chief Director, where
participants discuss important sector policy concerns, placing him in an influential
policy position in the Ministry. The advisor provided an independent assessment on
the presentation of the 2014 agriculture performance review (APR) at the 2015 joint
sector review (JSR) and further provided technical assistance for the review of
Ghana’s agriculture sector in a 2-day workshop organized by the Parliament Select
Committee for Food Agriculture and Cocoa Affairs in FY2 Q4. This activity
contributes to Indicators 2, 3, 5 and 14.

Build WIAD Capacity in Gender Mainstreaming and Complete Baseline on Gender in
Agriculture. The Baseline Survey on “Gender and Agriculture in Ghana”, awarded to
GIMPA in FY2, was completed and submitted to USAID in Q3. APSP will support
WIAD in the dissemination of the baseline survey. WIAD will measure its Gender
and Agriculture Development Strategy (GADS) effectiveness against the results of the
baseline survey, resulting in valuable feedback to further policy analysis and
evaluation. This policy tracking effort will contributes to Indicators #5 and #14.
WIAD’s staff will participate in the training of MoFA slated to commence in FY3.
The training will enhance WIAD’s capacity to undertake its core mandate of
positioning gender issues in the agriculture policy process.

KRA 1.2: Enhance Implementation of Improved Policies, Regulations and

Administrative Procedures as Outlined by Government of Ghana (GoG)-endorsed
Policy Documents and Agreements between GOG, Donors, and Private Sector.
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Support Implementation of 2014 Joint Sector Review (JSR) Policy Recommendations.
Although APSP included a provision in FY2 work plan to support selected activities
of the 2014 joint sector review (JSR) policy recommendations, MoFA did not make
any specific demands on the project. However, APSP actively participated in the 2015
JSR with two specific activities. First, as indicated elsewhere in this report, the
embedded Policy Advisor provided commentary on the presentation of the 2014 APR
at the 2015 JSR and made recommendations on the structure and format of the
document to make it more comprehensive and relevant for its purpose. MoFA has
accepted the recommendations and already adopted a new format for the preparation
of the 2015 APR. Second, the Senior Policy Advisor moderated a panel discussion of
five experts to share their views on key issues affecting agriculture. This activities
contribute to Indicator 4.

Drafting of Animal Health and Livestock Production Bills: Upon receiving requests
from the Veterinary Services (VSD) and Animal Production Directorates (APD) of
MoFA, in FY2 APSP supported the drafting of the Animal Health and Livestock
Production Bills. The backdrop to this support is the conviction that a thriving
livestock sub-sector would create derived demand for Feed the Future priority crops
such as maize, rice, and soya as animal feed. These directorates asked APSP to assist
with the re-drafting of the bills given that FAO’s drafts did not receive the ministry’s
concurrence. The two re-drafted Bills have since been completed and forwarded to the
Attorney General’s Department (AGD) for legal drafting and submission to
Parliament for passage, after which APSP support will cease. The passage and
implementation of the two bills, supported with APSP assistance, will be critical for a
long-term revival of Ghana’s livestock sub-sector, which has experienced continuous
decline over the years. The support for the two bills contribute to Indicators 4 and 14.

Review of the National Buffer Stock Company (NAFCO). APSP developed the draft
terms of reference (TOR) for NAFCO review in FY2, in line with the demands from
diverse sector stakeholders including the JSR, the Agriculture Sector Working Group
(ASWQ), and the private sector. APSP has completed drafting the ToR, after
receiving input from the COR and FAO and will commission the assessment in FY3.
This assessment is important because it will provide evidence-based policy and
impact analysis of this public intervention policy in agriculture commodity markets
and pricing. Completion of this assessment will contribute to Indicators 4 and 14.

Build Capacity of Parliament

Select Committee on Food

Agriculture and Cocoa Affairs.

APSP held its first official meeting

with the Parliament Select

Committee on Food Agriculture

and Cocoa Affairs in FY2 Q3 to

present the project and explain its

capacity building strategy. Sixteen

out of twenty-one members of the

Committee and four staffers

attended the WOI‘kShOp, which MPs and senior public officials listening to presentations
resulted in the development of a

joint action plan that provides a framework for building capacity of the Select
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Committee members in FY3. In FY2 Q4, APSP provided technical and financial
support to the Select Committee for a 2-day workshop for 44 participants, including
the Ministers of Food and Agriculture and Fisheries and Aquaculture Development, to
review the agriculture and fisheries sector performance for 2013 and 2014. The
objective of the workshop was to assist the Select Committee to undertake the review
and prepare a comprehensive sector report for Parliament’s consideration and debate.
The Committee’s report to Parliament will assist the legislative branch in making
evidence-based recommendations to the executive branch to adopt policies that will
contribute to sector growth. Hence, APSP’s support in this regard is an important
component in the overall policy process. This activity contributes to Indicators 2, 5
and 14.

Agriculture Extension Policy Forum: Although MoFA acknowledges agriculture
extension as a driver for sector growth, its last extension policy was developed
fourteen years ago in 2001. In FY2, APSP and MEAS collaborated to organize a
stakeholder forum—attended by 53 participants—geared to assess the relevance and
effectiveness of such policy. Recommendations of the extension policy forum
included continuous update of the extension policy to address emerging issues like
decentralization and review of the FBO development strategy, which stakeholders
requested APSP to support. FBOs are considered natural entry points for extension
delivery. APSP has committed its support to review the FBO strategy in FY3. APSP’s
collaboration in this activity is rooted on the role that agriculture extension plays in
improving the livelihoods of small farmers through the adoption of better farm
practices and technological innovations. The full report of the forum is included in
Annex C1. Implementation of this activity contributes to Indicators 4 and 14.

Enhance Momentum of New Alliance. The New Alliance is a G7 initiative for
promoting food and nutrition security and increasing private sector investments in
agriculture across Africa. In FY2, MoFA only made one specific request to APSP and
that was for financial support to post advertisements in two national newspapers in
commemoration of Africa Day for Food and Nutrition Security on October 30, 2014.
In FY2 Q4, MoFA and APSP restarted discussions on New Alliance issues and agreed
to identify areas for potential support in FY3. Activity contributes to Indicator 4.

Support to MoFA for Organization of Decentralization Workshop. Upon approval by
the COR, APSP collaborated with GIZ to support the organization of a workshop in
January 2015, for 341 MoFA and Local Government Secretariat (LGS) staff across
the country, to discuss MoFA’s mandate within a decentralized governance structure.
APSP assistance in supporting this workshop helped to identify the aspects that have
hampered the proper functioning of the decentralization process. This activity
contributes to Indicator 2.

KRA 1.3: Improve Policies that Enable the Private Sector to Develop,
Commercialize, and use Improved Agricultural Inputs to Increase Smallholder
Productivity and Incomes.

Undertake a Feasibility Assessment of the Proposed Ghana Commodity Exchange
(GCX). A first report on this assignment was completed in FY3 Q4. (See Annex C2)
Upon submission of the report, USAID and the project convened a roundtable
discussion to review the assessment and formulate additional and appropriate
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recommendations for further evaluation of the commodity trading systems in place in
Ghana, including the already launched GCX and the functioning WRS. Key USAID
officials, FtF projects, GSSP/IFPRI, and the policy advisors at MoFA, MoTI and MoF
attended the event. The final aim of the assessment is to identify building blocks that
will lead to the sustainable functioning of agriculture commodity trading systems in
the country and to advise USAID on potential interventions towards this objective.
The consultant has since then submitted a draft and will submit the final assessment to
APSP in FY3 Q1. This activity contributes to Indicator 4 and 6.

Operationalize Inputs/Regulations Policies. In FY2, APSP provided extensive support
for the implementation of the Plant and Fertilizer Act 2010 (Act 803) and
implementation of the National Seed Development Plan. Specific project activities in
FY3 within this objective include:

o Community Sensitization of Act 803. APSP collaborated with the USAID-funded
West African Fertilizer Program (WAFP) to organize four sensitization programs on
Act 803 across Ghana covering all ten regions. The objective of the sensitization
program was twofold: educate stakeholders on the law to encourage compliance,
and train core public/private sector officials to expand coverage of the educational
program. This has resulted in the training of 263 seed industry stakeholders, drawn
from MoFA, farmers, civil society organizations, the police, immigration and
customs services, and input dealers, among others. In FY3, APSP will continue
progressing in this activity by awarding grants to CSOs interested in implementing
community sensitization activities on Act 803. The involvement of CSOs will
educate more stakeholders across the country on the act and will promote more
private-public dialogue forums aimed at improving the agriculture inputs sector in
Ghana. This activity contributes to Indicator 2.

e Training Seed Council/Support to the National Seed Development Plan. In FY2 Q4,
APSP and Iowa State University mounted four training programs to train seed
experts as part of the project’s commitment to support implementation of the
National Seed Plan. These trainings—which resulted in the participation of 45
public and private sector representatives—and the strengthening process that
ensues, will enhance the capacity of stakeholders to comply with the law, modernize
the seed industry, improve operational efficiency of the seeds regulatory framework
and guide, and promote private sector investments in the sector. The trainings
contribute to Indicators 2, 5 and 14 and
included:

o Inception Seminar for National

Seed Council (NSC) to provide

members with a comprehensive

view of the seed regulatory

framework, develop their roles and

responsibilities under Act 803, and

improve their operational manual

to guide for their work. Eight

council members participated. Members of the National Seed Council (NSC) at the APSP-
o Inception Seminar for the ISU Training

Technical and Variety Release Committee to help members understand their
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roles and responsibilities and the importance of the Committee for the growth of
the seed industry, as well as develop operational manual for its work. Fifteen
members participated.

o Crop Varieties Licensing Workshop to define and develop a licensing policy and
to understand licensing contracts and their operationalization. Ten breeders from
research/universities/private sector received training in this workshop.

o Quality Management for Testing Crop Varieties Workshop to develop common
procedures for evaluating and releasing crop varieties based on national and
regional frameworks. Twelve seed breeders from research/universities/private
sector received training.

e Support for Harmonization of Ghana’s Seed Regulations/Update Quarantine Pest
List. In FY2 APSP, through subcontractor ISU, provided technical advice and
implemented workshops for MoFA to harmonize Ghana’s seed regulation with the
ECOWAS protocol and to update the National Quarantine Pest List. The latter has
already been approved by MoFA. MoFA has submitted the Seeds Regulations to the
Attorney General’s Department (AGD) for constitutional review and final drafting
and submission for Parliamentary approval. In FY3, APSP will engage relevant
GoG authorities to mobilize political support for final Parliamentary passage of the
Seeds Regulations. Once enacted, the harmonized Seed Regulations will assist
Ghana in meeting its international obligations and will lay the foundation for the
modernization and growth of the seed industry in the context of regional protocols.
This activity contributes to Indicator 2 and 4.

e Collaborative Efforts for Implementing Act 8§03 and Seed Plan. In FY2, APSP led
an initiative to mobilize the Business Advocacy Challenge (BUSAC) Fund and the
USAID/Ghana FtF Agriculture Technology Transfer (ATT) to jointly support
Ghana’s seed industry. In this process, APSP has committed itself to facilitate the
formation of an umbrella seed organization comprised of small and commercial
seed producers and other stakeholders to advocate appropriate policy interventions
for the growth of the seed industry.

e Support Accreditation of National Seed Testing Laboratory (NSTL) to International
Seed Testing Association (ISTA). In FY2, APSP supported MoFA in paying the
outstanding 2014 annual subscription fees to ISTA, thus forestalling NSTL
cancellation of its membership and loss of benefits as a member of the international
body. This assistance made it possible for the NSTL to continue with the process of
accreditation from ISTA, which, when achieved, will allow the laboratory to
become West Africa’s first internationally accredited seed inspection unit.

Development of Business Plans for Aquaculture Investments. The Ministry of
Fisheries and Aquaculture Development (MoFAD) has developed the Ghana National
Aquaculture Development Plan (GNADP) to increase aquaculture production in
response to declining marine and inland water fish stocks. In FY2, in response to a
request from MoFAD, APSP agreed to provide technical assistance for the
development of investment plans to provide guidelines for private sector investment
in the fisheries sub-sector. APSP will initiate the activity in FY3 Q1 with technical
support from ISU. APSP’s assistance will attract private investments into the fisheries
sub-sector, eventually leading to an increase in fish production and in consequence
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supporting GoG’s aquaculture development policy. Implementation of activity will
contribute to Indicator #4.

Study on Soil Fertility Management. In FY2, APSP collaborated with five other
USAID-funded programs, including the Ghana Strategy Support Program
implemented by the International Food Policy Research Institute (IFPRI), the
USAID/West African Fertilizer Program (WAFP), the African Fertilizer and
Agribusiness Partnership (AFAP), and the Food Security Innovation Lab to produce a
soil fertility management study for Ghana. (See Annex C4). The objective of the
study was to provide policy and technical options for a sustainable strategy on soil
fertilization for Ghana. The initial findings, inter alia, presented to 44 selected
stakeholders in Q3 at a workshop chaired by the Deputy Minister of Food and
Agriculture for Crops and later complemented with the recommendations stemming
from the final report, is that soil fertility poses a challenge to Ghana’s agriculture and
that the blanket application of subsidized fertilizers may not address the problem. The
study—submitted to USAID along this Annual Report—will provide MoFA with
policy options to adopt a holistic strategy to improve soil fertility management in a
more technical, cost effective and sustainable manner. This activity contributes to
Indicators 4, 6 and 8.

Study on Agriculture Insurance. In FY2, APSP commissioned a study on the
feasibility of agriculture insurance in Ghana, with technical assistance from lowa
State University (ISU). (See Annex C4). This critical study builds on a number of
studies and interventions undertaken by other organizations in the past, geared at
promoting sustainable insurance products for small farmers in Ghana. Results from
the current APSP/ISU study on the subject indicate that agriculture insurance attempts
have failed in Ghana for several reasons including: expensive premiums, lack of
public awareness, insufficient commitment by insurance companies, lack of trust by
farmers, poor infrastructure, and that agriculture insurance cannot thrive without
government subsidies. This activity contributes to Indicator 4, 6 and 8.

Agriculture Policy Matrix. During FY2, APSP initiated action on this issue and
worked with MoFA to develop an agriculture policy matrix aimed at improving the
monitoring and evaluation of sector policies implementation. The draft policy matrix
has been completed and submitted to MoFA management for feedback. APSP will
follow up on this assignment in FY3 to obtain MoFA inputs to finalize the policy
document. This activity contributes to Indicator 4.

Development of Policy Unit within MoFA. In FY2 Q2, APSP commissioned ISU to
undertake an initial assessment on the feasibility of establishing a “Policy Unit”
within MoFA to backstop the Ministry in its policy research and analysis initiatives.
MoFA’s initial response to the basic tenets of unit was positive. ISU’s final report
submitted to APSP in Q3 provides Ghanaian stakeholders’ perception of the proposed
policy unit and identifies critical issues for further clarification. Beginning in FY3,
MoFA and APSP will develop a roadmap that should lead to the establishment of the
“Policy Unit” by the end of FY3. The establishment of the unit is part of the three-
tiered exit strategy for APSP, to create a cadre of highly trained professionals at
MoFA whose core mandate would be to undertake evidence-based policy research
and analysis to feed into the overall sector policy formulation and implementation
process. This activity will contribute to Indicators 2, 5 and 14.
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KRA 1.4: Improved Execution of METASIP Programs.

Improve Agriculture Sector Data Collection, Analysis, Management, and Reporting.
In FY2, APSP made progress improving sector data credibility for evidence-based
policy formulation and implementation. Based on a competitive tender conducted in
FY2, APSP contracted a local IT firm to design, develop and implement a computer-
assisted personal interviewing (CAPI) data collection system in support of the Ghana
Agriculture Production Surveys (GAPS) and the Market Surveys steered by MoFA’s
Statistics Research Information Directorate (SRID). The CAPI is currently being
developed. This system will be a fully developed and reliable data collection system,
and will generate accurate data for effective evidence-based policy analysis, decision-
making and implementation. In FY3, APSP will support the completion of the system
development, testing in 10 districts, the procurement of the hardware and software
need to run the system, and build the capacity of about 290 MoFA employees in the
ten selected districts. This activity contributes to Indicators 2, 5, and 14.

Improving Credibility of and Access to Agriculture Data and Information. Although
credible data is a pre-requisite for improving sector policy process, Ghana’s
agriculture sector stakeholders have concerns over agriculture data. The project
supported SRID to organize a workshop for 63 participants drawn from various
Ministries, Departments, and Agencies (MDAs) to validate the 2013 agriculture data
for the publication of its 2014 “Facts and Figures”. APSP has also supported the
printing of 1,500 copies of the document for distribution across the country.
Improvements in the quality of the data will enhance stakeholder acceptance and
confidence in the credibility of Ghana’s agriculture data. This activity contributes to
Indicators 2, 5 and 14.

Activation of METASIP/SAKSS Secretariat: In FY2, APSP collaborated with Re-
SAKSS to make the METASIP Secretariat functional and operative to assist with
improving METASIP implementation. In this sense, APSP undertook the
rehabilitation of the appropriate office space at MoFA while Re-SAKSS took on the
responsibility of financing the salaries of the two secretariat’s technical resources,
including a Technical Coordinator and a Research Assistant. The Secretariat has
already completed a work plan for improving the coordination of METASIP activities
and discussed with APSP potential areas for support, including supporting the regular
meetings of the METASIP/SAKSS boards and funding for prioritized research
studies. Because of its functional Secretariat, the overall coordination of
METASIP/SAKSS activities is improving, unlike the immediate past where the
competing responsibilities of MoFA staff in charge of this office, limited
METASIP/SAKSS management. This activity is contributing to Indicators 4, 5 and
14.

Expand Ghana Agriculture Production (GAPS) Survey. APSP’s support to SRID with
the design and upcoming implementation of the CAPI, including the training of
MoFA’s national and decentralized staff in charge of conducting the surveys, will aid
in the expansion of GAPS.

Coordination with Other Partners. The Table below provides details of partnership
initiatives between APSP and others in all four key results areas under Component 1.
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KRA 1.1 — Improved Capacity for Policy Analysis and Evaluation by Core-METASIP Institutions
by Standing-up SAKSS Node to Enhance Capacity for Policy Analysis and Evaluation.

Partnership Agreement

GIMPA, CEPA,
ISU

Conduct needs assessment and train
METASIP/SAKSS implementing agencies to enhance
their skills in agriculture policy formulation and
implementation.

Embed Policy Advisor within MoFA to provide technical
backstopping in support for the overall improvement in
agriculture sector policy process.

Coordination Agreement

APSP,
AGRA'MIRA

Discuss and coordinate objectives and implementation
strategies given that objectives of the Micro Reforms in
Agriculture (MIRA) initiative overlap with that of APSP.

KRA 1.2 — Enhanced Implementation of Improved Policies, Regulations and Administrative
Procedures as Endorsed by GoG Policy Documents and Agreement Between GOG, Donors and

Private Sector

Joint Sector Review

GOG,
Development
Partners (DPs),
Private Sector

Coordinate and harmonize sector policies and activities
to enhance efficient and effective implementation of
mutually agreed-upon priorities.

Operators
Coordination Agreement APSP, FAO Coordinate activities to draft Animal Health and
Livestock Production Bills.
To promote internal agriculture marketing efficiency
through a possible re-structuring of NAFCO operations.
Coordination Agreement GoG, APSP, Review agriculture extension policy and make
MEAS extension responsive to current challenges.

KRA 1.3 — Improved Polic

ies that Enable Private Sector Development, Commercialization and

Use of Improved Agriculture Inputs to Increase Smallholder Productivity and Incomes.

Coordination Agreement. GoG, APSP, Coordinate to promote sustainable and effective
IFPRI, FinGAP, | agriculture commodity trading systems as mechanism
DfID. for improving internal agriculture marketing.
Collaborative Circle of APSP, ATT, Coordinate support to promoting a more vibrant seed
Feed the Future COPs BUSAC industry in Ghana.
Cooperation Agreement APSP, WAFP Collaborate in the national sensitization educational
campaign of the Plant and Fertilizer Act 2010.
Cooperation Agreement APSP, ISU, Coordinate to support MoFA to establish a “Policy Unit”
FAO’s MAFAP to provide technical backstopping for sector policy
analysis and evaluation. FAO’s Monitoring and
Analyzing Food and Agriculture Policies (MAFAP) will
be requested to provide technical support to the PU
Partnership Agreement APSP, MEAS Jointly organize an Agriculture Extension Forum to

assess extension effectiveness.

KRA 1.4 — Improved Exec

ution of METASIP

Partnership/Coordination | APSP, Re- Establish a functioning METASIP Secretariat to help
Agreement SAKSS improve METASIP execution.
Collaborative Circle of USAID/Ghana Collaborate to enhance implementation of agriculture-

Feed the Future Chiefs of
Party

“core” Feed the
Future projects

related policy interventions, including training and
coordination of grant schemes supporting private and
public sector operations.

Cooperation Agreement

APSP,
GSSP/IFPRI

Improve agriculture data collection and analysis and
enhance credibility of sector data through scaling up of
GAPS.

Alb. Identification of specific problems, recommendations for corrective action,
and reasons why established targets were not met

Commence training
of

Activity delayed

GIMPA has finished the
development of the training

GIMPA experienced
delays in completing the
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METASIP/SAKSS
members in FY2

needs assessment
because competing
MoFA senior staff
schedules.

modules and ISU is providing
additional inputs to improve
design and identify training areas
that will carried out by the
university itself. Training will start
in FY3 Q1.

Support to JSR
recommendations
targeted to be a
continuous activity

Requests from
MoFA were not
forthcoming

MoFA does not seem to
have properly laid out
plan for implementing
JSR recommendations.

On-going discussions with MoFA
M&E Director to improve support
and reporting mechanisms.

Passage of 2 bills
by end of calendar
year 2015

Parliamentary
passage of the 2
bills is delayed

Finalized bills sent to
Attorney General’s
Department for
constitutional review in
FY2 Q3, same that has
not taken place

APSP hired facilitator to follow up
and to push for quicker action.

Assessment of

Review has not

APSP’s proposed ToR

ToR completed and scheduled for

NAFCO completed | been commissioned | received inputs from commissioning FY3 Q1.

by end of FY2015 other parties, delaying its

completion

Commence Capacity building Project was unable to Framework for building capacity of
capacity building activities started establish official contact | Select Committee members in
activities of later in FY2 with leadership of Select | FY3 agreed on and the project
Parliament Select Committee, out of and Committee staffers have
Committee for Food protocol concerns for already developed a joint action
Agriculture and engaging with the plan. Activities already
Cocoa Affairs in Parliament of Ghana commenced in FY Q3 and
FY2 continued through Q4
Support to New Support activities Restructuring of MoFA in | APSP in discussions with Director
Alliance activities delayed the course of FY2 of PPB at MoFA to upscale New

targeted to be a
continuous activity

affected implementation
of NA activities.

Alliance activities.

Training of the
members of all Act
803 Councils

Training started later
in FY2, but including
only members of the
National Seeds
Council

Lack of funding from
MoFA to pay sitting fees
to members, prevented
the convening of the
Councils

The Seed Council received first
training in FY2 Q4 and training for
all 3 Councils will commence and
continue throughout FY3

Parliamentary
Passage of
Harmonized Seeds
Regulations (SR)
by end of 2015
calendar year

Although MoFA
submitted to GAD
the harmonized
regulations for
constitutional review,
the latter has not
made any progress
on such review.

Respective heads at
MoFA and GAD yet to
commit for sending bill to
Parliament.

The technical harmonization itself
is completed and MoFa forwarded
the proposed bill to AGD for
constitutional review. In FY3,
APSP will engage with relevant
GoG to seek their commitment for
sending the harmonized SR to
Parliament for legislative action.

Completion of Activity suspended MoFA did not pursue this | Put on hold indefinitely
Comprehensive activity further

Inputs Policy

Framework

Development of a Activity behind Clearance from MoFA APSP will continue to seek
Compendium of schedule Chief Director for a joint | clearance from MoFA to
Economic and effort in this activity was | implement the compendium.
Business Indicators not forthcoming.

targeted to be

achieved in FY1

Development of Activity behind Expert was not available | An expert identified at ISU is

Business Plans for
Aquaculture
investments

schedule, but ToR
for the assignment
agreed on between

in FY2 due to previous
engagements

expected to arrive in FY3 Q1 for
the assignment.

Targeted for APSP and ISU
completion in FY2
Development of the | Activity behind The draft circulated APSP will follow up during FY3 Q1

Agriculture Policy
Matrix to be
completed in FY2

schedule, although
APSP assisted
MoFA with its
drafting

among MoFA’s
Directors, with no results
so far on its content and
format

with the schedule officer to revive
action on the document.
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Alc. Outcomes of high level meetings

APSP met with Hon. Minister for Food and
Agriculture in FY2 Q1 and made a presentation of
the project to him and his management team.

APSP received buy-in from the Ministry and paved the
way for the systematic implementation of the projects.

Meetings with MoFA’s Chief Director in FY2 Q1
followed to discuss technical details of APSP’s
objectives and activities.

This meeting resulted in the signing of a MoU between
the Ministry and APSP, which is being implemented.

Meeting with the Hon. Minister for Food and
Agriculture in FY3 to introduce the Embedded
Technical Advisor

Initiative received the Hon. Minister's buy-in and the
welcoming of the Technical Advisor into MoFA’s
technical and governance structures.

Participation in meetings of the Agriculture Sector
Working Group (ASWG) and the Joint Sector
Review (JSR) (quarterly and annually)

APSP provided technical assistance for 2014

Agriculture Performance Review at the 2015 JSR.

Initiated contact in FY2 Q2 for collaboration with
Ministry of Lands and Natural Resources (MLNR)
to work jointly on improving access to agriculture
lands

APSP received proposals from MLNR and agreed to
provide support for the development of a new Land Bill.

Initiated contact in FY2 Q3 with Ministry of
Environment Science Technology and Innovations
(MESTI) to work with jointly for the implementation
of the Bio-Safety Act, passed in 2011.

APSP received proposals from MESTI and accepted to
support specific areas of the Bio-Safety Communication
Plan in FY3.

Regular meetings with the Technical Advisor to
the Hon. Minister of Food and Agriculture to help
improve access and working relations with the
Minister

A healthy working relationship with the Advisor has
been established and improved project staff access to
the Hon. Minister.

Meeting with Leadership of Parliament in FY2 Q3
Select Committee for Food Agriculture and Cocoa
Affairs.

A healthy working relationship established with leaders
of the Committee, leading to implementation of activities
already in FY2.

Meeting with Ghana Investment Promotion

Council in Q3 (GIPC)

A GIPC official participated in the project’s FY3 annual
work planning session.

Meeting with the Director General of the Council
for Scientific and Industrial Research in Q2 (CSIR)

A working relationship has been established with the
Council; and in FY2 Q4, APSP and CSIR jointly
organized training in Crop Varieties Licensing and
Quality Management for Testing Crop Varieties. A
number of researchers from within the CSIR family also
applied for APSP research grants.

Meetings in Q2. Q3 and Q4 with ATT, BUSAC,
WAFP and AGRA’s MIRA to coordinate support
for the seed industry.

Parties have agreed on targeted support to MoFA in the
implementation of Act 803.

Ald. Assessment of the validity and efficacy of progress against the objectives

and results.

METASIP/SAKSS members trained in policy
analysis and program monitoring

Activity behind schedule, although GIMPA has already
developed 20 training modules and training will
commence in FY3 Q1.

Policy Advisor embedded at MoFA

Completed in FY2 Q3

Long-term plan developed for METASIP/SAKSS
revitalization.

Completed in FY2 Q2

SRID data collection and analysis improved

Activity has started with the on-going development by a
local IT subcontractor of a computer-assisted personal
interviewing (CAPI) to be used for SRID for the scaling-
up of GADS and for other data collection purposes.

WIAD capacity in gender mainstreaming
increased through training

Activity behind schedule, although WIAD’s training
needs have been incorporated into GIMPA'’s training
modules to be implemented in FY3 Q1.

Feasibility study on commodity exchange
completed

Completed in FY2 Q4.

ToR for the assessment of NAFCO completed

Completed in FY2 Q4. Assessment, to be
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commissioned in FY3 Q1.

3 Councils of Act 803 begin to meet regularly and Behind schedule, although first training of the NSC took

their capacities enhanced place in FY2 Q4 and support activities will continue into
FY3, along with assistance to the other two Councils.

Stakeholders of Act 803 educated on Completed as planned in F2 Q4

opportunities for private sector investment in seed

industry.

Support MoFA in drafting 3 Agriculture Activity completed in FY2.

Bills/Policies 1. Two draft bills on Animal Health and Livestock

Production completed and forwarded by MoFA to
Attorney General’'s Department (AGD) for

for legislative action in FY3.
2. Seeds Regulations harmonized. Parliamentary
passage yet pending

Build capacity of Parliament Select Committee on | Activity initiated in FY2 Q3 and Q4.
Food Agriculture and Cocoa Affairs. Support action plan developed and activities already
initiated. They will continue in FY3.

A2. Component 2: Policy Research

Component 2 will increase the availability of rigorous policy analysis capacity for
evidence-based policymaking through the following pillar:

e Enhancing the capacity for high quality policy research
A2a. Progress to date per agreed-upon work plan
KRA 2.1 Enhance High Quality Policy Research Capacity

The Policy Research component of the project will increase the availability of
rigorous policy analysis capacity for evidence-based policymaking through
competitively awarded grants. The research grants program supports creative and
unconventional partnerships between the public, private, and/or civil society sectors at
all levels to develop high quality research, thesis dissertations, and special policy
studies. In addition—if requested by the applicants—the grants will include a capacity
building component to assist grantees in improving their policy research capacity.

constitutional review and submission to Parliament

Issue RFA for research-grants. In FY2 Q2, the COMPONENT 2: KEY
project issued a tender—Request for Application 003 ACHIEVEMENTS
(RFA 003)—to “Develop Rigorous Policy Analysis, O I BT RECENING NS
g . . applications was issued in June
Research, and Graduate Thesis/Dissertations for 2015
Evidence-based Agriculture Policy-Development « Received 63 research proposals
under METASIP and other GOG Priorities.” Based from 13 universities, and other
h ived in FY?2 O4 h t research institutions and private
oqt e responses received in FY? Q4, research grants sector operators
will be awarded to public and private academic and o 3 special research studies
research institutions and to civil society completed and one TOR
organizations. developed
e Completed an assessment of
) . o . agriculture research capacity in
The project organized three pre-application meetings 12 selected public and private
in Tamale, Kumasi and Accra to reach out to universities and CSIR research

institutions

universities, research institutions, and civil society

organizations to explain the categories of research
that were being requested, to help them identify research projects, and to explain the
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mechanics of the small grants program. Over 100 people participated in these pre-
application meetings, ranging from academicians, researchers, graduate students, to
CSOs representatives. As per the tender, research proposals must directly contribute
to achieving APSP’s expected results, namely Indicator 8, and must be measurable
under the project’s indicators for policy analysis, policy reform, advocacy, or public-
private dialogue enhancement. Applicants responding to the tender were asked to
demonstrate that they reached out to MOFA before they submitted their application,
especially to the Secretariats of METASIP and the SAKSS or to farmer organizations
in need of research. They were also asked to demonstrate how the research product
will lead to potential reforms of existing policies, laws, regulations, and
administrative procedures that will more effectively enhance private-sector
investment in agriculture. The project also encouraged researchers to enter into
institutional cooperation agreements with MoFA, METASIP implementing
institutions, and with other civil society organizations. The linkage of the research
community with the public and private sector is to ensure a bond that will be
maintained after the project closes, and to establish sustainability in the process of
identification of research/thesis dissertations/special studies to address the GoG’s
priorities.

In response to RFA 003, thirteen organizations submitted their respective “Program of
Studies” comprising a total of 63 research proposals to APSP. Applicants include four
public universities, two private universities, four public research institutions, one
private-sector research organization and one civil society organization, as shown in
the chart below.

1. University of Development Studies (UDS) 2 3 13
2. University of Cape Coast (UCC) Public 5 2 2
3.  Kwame Nkrumah University of Science university 1

and Technology (KNUST)
4. University of Ghana 5
5. Presbyterian University College, Ghana 4 1

(PUCG) Private
6. Methodist University College, Ghana university 1

(MUCH)
7. CSIR-Forestry Research Institute (FORIG) 1
8. CSIR—Science and Technology Policy Public 10

Research Institute (STEPRI) research
9. CSIR—Food Research Institute (FRI) organization 1
10. CSIR—Crop Research Institute (CRI) 3
11. Farmers Organization Network in Ghana Civil society 1

(FONG) organization
12. African Center for Economic Private 1 6

Transformation (ACET) research

organization

13. International Development and Research Consultancy 1

Consult Limited firm

Total 29 14 20

The topic areas covered by the research proposals include: agriculture policy and
program reviews, agricultural production, processing and marketing sustainable land
management (SLM), climate change and environment, agricultural inputs, irrigation,
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food security and food safety, gender in agriculture, nutrition and food safety, and
science, technology innovation, technology transfer and post-harvest technologies.

Operationalize research grants. By the end of FY2, APSP finished its preliminary
review of the 63 proposals, and has made recommendations to the Technical
Evaluation Panel (TEC) comprised of three project staff, two representatives from
MoFA, and a Ghanaian scholar. The TEC will complete the evaluations of proposals
by November 2015 and awards are expected to begin in December 2015. The project
expects to award up to 10 research proposals, including selected high quality research
studies, thesis dissertations, and special studies. Completed research studies will
contribute to Indicators 8 and 9.

Other Research Initiatives. In FY2, the project undertook three special research
studies and a survey study on gender in agriculture and developed one term of
reference for the assessment of NAFCO. These studies are expected to contribute to
Indicators 8, 4, 11 and 12. The status of these studies and the expected results are
indicated in the table below:

Towards a Soil Ghana Strategy Study Recommendations will be made to GOG
Fertility Strategy in | Support completed to enhance evidence-based policy
Ghana Program/IFPRI, formation for managing soil fertility in
APSP, Ghana. IFPRI and APSP are planning
West Africa dissemination activities to share the study
Fertilizer Program with other stakeholders and DPs in FY3.
and African
Fertilizer and
Agribusiness
Partnership
Evaluation of the APSP and CEPA First stage of Assessments will assist USAID in
Ghana Commodity assignment identifying potential support for the
Exchange (GCX) completed. Draft | establishment of sustainable and
and Warehouse of follow-up effective agriculture commodity training
Receipt System assessment systems in Ghana,
(WRS) submitted to
APSP
Report on lowa State Study Recommendations will be made to GOG
Agricultural University under completed for evidence-based decision making and
Insurance in contract with APSP findings to be shared with other
Ghana stakeholders and DPs for further
research or action.
Baseline survey on | GIMPA under Completed and | Survey to be printed in hard copy and
gender in contract with APSP | submitted to digital formats for public dissemination
agriculture USAID and for WIAD'’s further policy-making.
Review of NAFCO | APSP-FAO’s TOR finalized In FY3, project will commission CEPA to
policy MAFAP, DFID conduct the assessment.

Building Capacity for Research among Research Institutions. The project
administered a self-assessment tool to assess the research capacity of applicant
universities, research institutions, and GoG units in order to gauge their capacity in
areas of policy research in assisted research organizations and units. An analysis of
the assessment results from twelve universities and research institutions that
responded to the questionnaire produced a score of 1.75 out of 5. The interpretation of
the baseline score in areas of policy research capacity in assisted research
organizations and units is 35%. This score will guide the project to develop potential
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technical assistance activities to improve the research capacities of these research
institutions, contributing to Indicators 5, 9, and 14.

A2b. Identification of specific problems, recommendations for corrective action,
and reasons why established targets not met

Issue RFP for RFA was not METASIP Steering In FY2, APSP identified
METASIP priority | issued and the Committee (SC) and the individuals at the six thematic
topics and award | issuing of a SAKSS Nodes were unable | groups to develop the ToR and
grants for tender to to submit to APSP their based on this action, 3 out of 5
research studies commission proposals because of two ToRs were developed in FY2
to be undertaken. | these studies is reasons: first, its members Q3.
delayed did not meet regularly to Once the 5 ToR are developed,

allow them to identify and APSP will issue in FY3 Q2 a

agreed on priorities and RFP to commission at least 3

hence, were unable to priority studies

develop the specific ToR for
APSP’s commissioning.

Improve the score | Although APSP Given that research IASPS will reach out to

of capacity of has undertaken activities have not universities and CSIR to identify

selected an assessment commenced as per RFA- potential technical assistance

institutions for on the capacities | 003, nor applicants have activities to improve the capacity

agriculture policy of selected requested capacity building |of selected institutions to

research institutions, no assistance undertake agriculture policy
specific capacity research.

building activities
to improve their
capacities have
taken place.

A2c. Outcomes of high level meetings.

Meetings with the Provosts and Deans of Project has received 63 proposals from six public and
selected universities in FY2 Q3. private universities

Meeting with the Director General, and other Four research institutes under the council have
Directors, of the Council for Scientific and presented proposals for consideration for research
Industrial Research in FY Q3 (CSIR). grants.

A2d. Assessment of the validity and efficacy of progress against the objectives
and results.

Publish 2 High Quality Studies On Track: Studies completed and submitted to USAID for
discussion with GoG and other stakeholders.

1. “Towards a Soil Fertility Strategy in Ghana”

2. “Status of Agricultural Insurance in Ghana”

Improve areas of policy research Behind schedule, although assessment of improved areas of
capacity in assisted research policy research capacity among universities and other
organizations and units. research institutions was completed in FY2.

A3. Component 3: Policy Advocacy
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Component 3 is focused on building the capacity of civil society and farmer-based
organizations (FBOs) to develop and implement policy advocacy activities,
amplifying their voice in the agriculture policy process to:

e Improve engagement of the private sector in food security policy reforms and

implementation.

e Improve the capacity of the private sector to advocate for pro-business

agriculture sector reforms.

e Provide civil society support for the policy efforts of other Ghana Feed the

Future projects.

A3a. Progress to Date Per Agreed Upon Work Plan

KRA 3.1 Improved Engagement of the Private Sector in Food Security Policy

Reforms and Implementation

Revitalize and Strengthen APPDF with Support of Private Enterprise Federation

(PEF). In FY2, APSP worked with private
sector stakeholders including the Private
Enterprise Federation (PEF) to revive the
agriculture public-private dialogue forum
(APPDF) which has been dormant since 2011.
In FY2 Q2, PEF with support from the
USAID/Feed the Future Africa Lead Project,
submitted a grant proposal to APSP for the
revival of the dialogue. After considering that
PEF would not address the project’s concerns
raised upon examining their application, in Q2,
APSP engaged with the co-chairs of the forum
to seek options to effectively carry out the
revival of the dialogue initiative.
Consequently, in July 2015, APSP supported a
stakeholders’ meeting convened by the Co-
chairs, which was attended by 40
representatives from FBOs, CSOs,
agribusiness associations, and other

COMPONENT 3: KEY
ACHIEVEMENTS

Received grant proposal application for the
revival of APPDF

15 districts policy dialogue forums held in
6 regions

12 grantees undertook agriculture policy
education and policy advocacy activities in
4 regions of Ghana

43 NSAs received USG assistance

137 individuals from NSAs were trained to
improve their organizational performance
and policy advocacy

105 journalist trained in policy analysis,
advocacy, agriculture reporting, agriculture
feature article writing etc.

1,413 agriculture sector stakeholders
participated in policy dialogues at the
district level in seven regions of the country

More than 1,700 agriculture sector

stakeholders received training in
agriculture policy

development partners. This meeting was significant because: 1) participants renewed
their commitment to revive the APPDF as a legitimate and valuable agriculture policy
advocacy platform in Ghana; ii) agreed to establish an independent secretariat solely
under the direct control of APPDF members, and; iii) agreed to establish an “ad hoc”
committee to develop a new grant application for the revival of the APPDF and

submit it to APSP. In FY3 QI1, the project will meet with the co-chairs to discuss the
award process and will award the grant by the end of calendar year 2015. This activity
contributes to Indicators 4, 6, 7, 10, 11, 12, 13, and 14.

Facilitate Establishment or Expansion of Public-Private Forums for Agriculture
Policy Discussions in the Regions and Districts. Traditionally, private sector
participation in Ghana’s agriculture policy process at the regional and districts levels
has been minimal. To bridge this gap, in FY2 APSP organized education and
sensitization forums on the Food and Agriculture Sector Development Policy
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(FASDEP II) and the Medium Term Agriculture Sector Investment Plan (METASIP)
policy documents, in 15 districts across Ghana. These activities have contributed to
Indicators 2, 4, 6, 7, 10, 11, 12, 13, and 14. In all, 1,413 public and private
stakeholders participated in the forums, which had about a 24% female participation.
The distribution of participants at the regional/district forums is detailed below:

Male | Female

1. Yendi & Mion (Northern Region) 11/8/2014 125 116 9

2. Dodowa (Greater Accra Region) 19/11/2014 84 63 21

3. Somanya (Eastern Region) 01/22/2015 163 132 31

4. Kpando & Anfoega (Volta Region) 02/24-25/2015 201 155 46

5. Tolon & Savelugu (Northern Region) 03/16-17/2015 203 161 42

6. Sawla, Jirapa, Wechiau (Upper West | 04/21-23/2015 282 187 95

Region)

7. Sandema, Kasenan Nankana, Zebilla, | 03/23-26/2015 355 266 89
Fumbisi (Upper East Region)

Totals 1,413 | 1,080 333

Among these participants were district level government officials including staff of

the Department of Agriculture, district
assembly members, farmers-based
organization (FBO) representatives, CSOs,
and private sector operators such as agro-
input dealers, agribusinesses, etc. A majority
of the districts had never seen such gathering
of agriculture sector stakeholders at a single
meeting in the districts, with the exception of
the annual farmers’ day event. These forums
strengthened the agriculture policy process
at the district level by providing the
opportunity to educate on key agriculture
policy documents. One immediate outcome
of the forums was stakeholders’ ability to
voice their concerns, hence strengthening or
initiating district-level policy making. As a
direct result of these district dialogue
forums, in FY2, a number of
recommendations were agreed upon to
catalyze private investment in agriculture in

Districts are stirring up the Agriculture
Policy Agenda

Agriculture subcommittees to be established at
District Assemblies

Districts Departments of Agriculture to facilitate
formulation of agriculture development and
investment plans.

District Assemblies to develop by-laws to
regulate uncontrolled grazing of cattle and to
regulate perennial burning of bushes

District Assemblies to develop land use “policy”,
with the support of traditional authorities, to
guide uncontrolled acquisition of farm lands for
real estate development.

District Assemblies in the three northern regions
will liaise with the traditional authorities to
release fertile lands to women for agricultural
purposes

District Assemblies in the Upper West and East
Regions to spearhead mass mobilization for tree
planting

District Departments of Agriculture will continue
organizing public-private dialogue forums to
interact with farmers and other stakeholders in
agriculture on a regular basis.

the districts. Among them were two that had not been considered previously; (1) the
establishment of dedicated sub-committees for district agriculture development, and
(1) the development of agriculture development and investment plans to promote
private investments in agriculture. This demonstrates the impact that project activities

are having on district-level policy making.

The implementation of these recommendations will improve the enabling

environment for private sector investments in agriculture at the district-level and will
contribute particularly to attaining Indicator 12. It is expected that other districts will
follow suit on developing their own sectorial agendas to fit their specific conditions.
APSP will monitor the implementation of these recommendations in FY3 to
accomplish Indicator 12, to assess the “percent of recommendations agreed upon
during public-private dialogues that are implemented”.
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Issue Grants to Selected NSAs (Including Apex FBOs Etc.) for Implementation of
Agriculture Policy Advocacy Programs. The project is contractually mandated to
engage with Non State Actors (NSAs) to increase their capacity to participate in the
policy formation process, and to advocate for agriculture policy reform. In FY2,
APSP issued an Annual Program Statement (APS) to “Strengthen[ing] Mutual
Accountability in the Agriculture Policy Process”; and a Request for Applications
(RFA), to “Enhance Institutional

Capacity for Agricultural Policy Support

Initiatives.” As a result of these two

tenders, the project awarded 14 grants to

12 non-state actors (NSAs) to undertake

policy advocacy, public-private policy

dialogues focusing on particular needs of

women, research, training of FBOs, and

to develop policy communication

materials. Of the 12 NSAs involved in

APSP grant activities in FY2, 60% are

based in the Northern Region—Feed the

Future’s Zone of Influence—while 40%

are based in other regions of the country. Public-private policy dialogues and
advocacy made up 69% of the grants activities, while training and research accounted
for 31%, as shown in chart above.

APSP’s grantees are undertaking policy advocacy campaigns, training of farmers on
Ghana’s agriculture policy documents, (METASIP and FASDEP) and policy
research, and public-private policy dialogues at the district assembly level. As
indicated below, NSAs grant activities resulted in 1,750 participants trained on
Ghana’s agriculture policy documents. The trainees were comprised of 1,206 males
and 544 females, representing 69% and 31% of the total, respectively. The activities
of grantees are contributing to increasing the understanding of stakeholders at the
district level of Ghana’s agriculture policy. This means that by engaging with local
authorities in dialogue forums on policy, their concerns are now being heard and
consequently, policy reforms will follow. Grants awarded for the aforementioned
activities have contributed to Indicators 4, 6, 7, 10, 11, 12, 13, and 14.

1. Urban Agriculture Network — URBANET North 265 190 455
2. SIFA-Agro Trade Investment North - - -
3. Small Action For Enterprise - SAFE South 59 13 72
4. Rural Media Network — RUMNET North - - -
5. Evangelical Presbyterian Development & Relief Agency North 628 291 919
— EPDRA
6. Pan-African Organization for Sustainable Development — | South 27 25 52
POSDEV
7. FMSL (RITE 90.1 FM) South 44 5 49
8. Savannah Integrated Rural Development Aid - SIRDA North - - -
9. Rural and Urban Women’s Association - RUWA North - - -
10. Ghana Agricultural Associations Business & Information | North 183 20 203
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Centre - GAABIC
11. Northern Corridor Development — NORTHCODE North - - -
12. Centre for Rural Improvement Services — CRIS North - - -
Total 1,206 544 1,750

KRA 3.2 Improve the Capacity of the Private Sector to Advocate for Pro-
Business Agriculture Sector Reforms in Ghana

Assessment of Advocacy Capacity of NSAs at National Level and SADA Zone. The
project has the mandate to “improve key areas of organizational capacity among
direct and indirect local implementing partners.” This is aimed at improving the
effective participation of NSAs in the agriculture policy making and advocacy
processes. In FY2, APSP carried out a training needs assessment for 45 NSAs across
Ghana, using the Organizational Capacity Assessment Tool (OCAT), which revealed
the weaknesses in the institutional and policy analysis and advocacy capacity of the
private sector and civil society organizations in Ghana. Based on the assessment, it
showed that priority areas to be covered by the training were: management practices,
financial management, operations and human resources management, coalition
building, policy analysis and advocacy, and monitoring and evaluation. The average
assessment score for the 45 NSAs was 2.5 (62.5%) out of a highest average score of
4.

Facilitate Training of NSAs in Organizational Performance Management Including
Coalition, Formation, Service Development and Delivery. Based on the results of the
OCAT, APSP issued a tender to subcontract local firms to undertake NSAs training in
FY2. Two local subcontractors, West Africa Civil Society Institute (WACSI) and
Integrated Management Consultancy Limited (IMCL), were awarded contracts to
implement APSP’s first NSAs capacity building program. The chart below shows
details of the training areas under the program and the number of participants.

# of NSAs Number of
receiving Individuals Trained
UsSG M F Total
Assistance

Integrated Capacity Building Training Areas
Management covered:
Consultancy ¢ Administrative Management

Ltd. (IMCL) Financial Management
Operations Management

Human Resources Management
Service Delivery System

Grant Proposal Writing

Technical Report Writing
Program Monitoring & Evaluation
West Africa Civil | Capacity Building Training Areas
Society Institute | covered:

(WACSI) e Governance & Leadership

¢ Membership Development 43 83 18 101
¢ Fundraising

e Agriculture Policy Analysis
e Policy Advocacy

41 77 21 98

After verifying the data to avoid double counting of individuals attending the
trainings, 137 individuals received training to assist their organizations in improving
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their overall performance, conducting policy analysis, and leading policy advocacy.
This training program would improve the capacity of NSAs to engage in fruitful
dialogues with policy makers and effectively advocate for policy reforms for a pro-
business agriculture sector in Ghana. This activity supports indicators 2, 6, 7, 11, 12,
13, and 14.

Train Media Organizations on Reporting and Communication on Agriculture Policy
and Advocacy. In FY2, APSP conducted training on agriculture reporting and
communication for media representatives from radio, newspapers, television, and
online communication outlets in Accra and in the SADA zone. The main purpose of
the training was to encourage and motivate journalists to expand coverage of
agriculture policy issues in Ghanaian media. 105 media representatives were trained
in FY2 comprising of 61 males and 44 females. The journalists received training in
effective communication on agriculture policies, in-depth analysis of agriculture
policies, agriculture reporting, gender mainstreaming reporting, advocacy skills,
agriculture budgeting and public expenditure tracking, and feature-article writing. An
outcome of gathering this group of journalists has been the construction of social
media platform dubbed “Agric Journalists Ghana” on Facebook to network journalist
in agriculture reporting. The page connects journalists who are interested in
agriculture policy issues and are ready and willing to increase media coverage of
agriculture across Ghana. Some of the trainees have already written reports and
articles in national dailies and online news website, same which have contributed to
project Indicator 6, measuring the number of agriculture policy communications
produced for stakeholder consumption in FY2. It is expected that because of the
training and the upsurge in new grants taking place in FY3, there will be an increase
in the number of agriculture related publications in the Ghanaian media for public
consumption. These activities contribute to Indicator 6.

KRA 3.3 Provide Civil Society Support for the Policy Efforts of the Other Ghana
Feed the Future Projects

Collaborate With Other USAID Ghana FTF Projects and Other Development
Partners. The project collaborated with the USAID FtF Agriculture Development and
Value Chain Enhancement (ADVANCE) II Project to organize agriculture education
and sensitization forums in nine districts in three regions of the North. The project
also collaborated with the USAID FtF Africa Lead Project to assist the co-chairs of
APPDF to develop a proposal for a grant to revive the APPDF. The collaboration
between APSP and other FtF IPs will continue in FY3 to strengthen FBO dialogue
platforms to participate in the policy process at the district level.

A3b. Identification of Specific Problems and Recommendations for Corrective
Action and Reasons Why Established Targets Not Met

One national APPDF has not been Inability of PEF as In FY2 Q2, APSP

agriculture public revived APPDF’s secretariat to successfully initiated

private dialogue organize stakeholders conversations with the co-
forum (APPDF) meetings and to chairs of the dormant APPDF
established and resubmit a new grant to “re-group” the founding
functional application to APSP members, commit again to
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reviving the forum and finally,
develop a new grant
application for APSP’s review.

Annual

Target/Achieved:

- No. of agriculture
policy
communications:
50/35

- Campaigns
advocating on
separate needs of
women and men:
5/5

- Number of policy
dialogues: 40/58

- CSOs receiving
USG assistance:
20/43

Some of these targets
have not been
accomplished,
because there is not a
“critical mass” of
grantees implementing
advocacy activities,
although two tenders
were issued but final
awards just reached a
relatively small number
of local NSAs.

Grant applications from
NSAs have not met the
necessary technical
requirements nor have
proponents
demonstrated grant
management
capabilities.

In consequence, APSP
has been unable to
expand the number of
grants, which contribute
to meet some of these
targets.

With the implementation of the
on-going grant activities, the
new grants to be awarded in
FY3 and the number of
journalists already trained in
FY2, it all will provide the
basis for increasing the
number of organizations and
individuals developing
communicational materials.

A functioning APPDF will also
contribute to increase
agriculture communications.

Specific Targets
(Annual
Target/Achieved):
Percentage of
recommendations
agreed upon
during public
private dialogue
forums

60/0

APSP has not been
able to follow-up on
the implementation of
these
recommendations,
because institutions in
charge of
implementing them
were unable to take
decisions and there is
a gap between what is
agree-upon and
decision making
capacity (political will?)

The delayed
inauguration of district
assemblies created
limitations on the
implementation of the
recommendation arrived
at the district dialogue
forums.

With the inauguration of the
district assemblies nationwide
in October 2015, APSP will
liaise with ADVANCE Il to
follow-up on the agreed
recommendations

Similarly, APSP will follow-up
on the implementation of
recommendations with the
Departments of Agriculture.

A3c. Outcomes of High Level Meetings

Met with USAID FtF ADVANCE II's Policy

Advocacy Team in FY2 Q1 to plan and organize

district agriculture policy forums.

APSP collaborated with ADVANCE Il and organized
9 agriculture policy forums in the Northern, Upper
West and Upper East Regions.

Met with co-chairs and vice chair of APPDF in
FY Q2 to discuss the revival of the APPDF and

the way forward for the Forum.

Forum.

APPDF leadership, with support from APSP,
organized a stakeholder’s consultative meeting which
resulted in the presentation of a new grant
application to APSP for financial support to revive the

Met with the President and General Secretary of
SEEDPAG and STAG President in FY2 Q4 to
discuss support from APSP to form an umbrella
organization to represent seed traders and other
sector stakeholders

Representatives of STAG and SEEDPAG jointly
presented a grant proposal to APSP to support the
formation of NSTAG. APSP reviewed the application
and recommended a stakeholder’s meeting for
broader participation in the umbrella organization.

A3d. Assessment of the Validity and Efficacy of Progress against Objectives and

Results

Develop 50 Agriculture policy
communications developed

Behind
schedule

and or written for stakeholder

consumption.

Training of journalist in policy analysis, agriculture
reporting and feature article writing and capacity building
of 43 NSAs in policy analysis and advocacy, will
contribute to increase the number of communicational
materials in FY3.
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5 policy advocacy campaigns
that focus on the separate
needs of men and women
smallholder farmers held.

On Track

New grants for policy advocacy that focus on the
separate needs of women and men will continue
contributing to this indicator

Implement 40 Public-private On Track In FY2, APSP and grantees have implemented 58 public-

dialogues that focused on private dialogues, exceeding the target.

policy that supports private

sector investment.

5% of recommendations Behind Participants at the district-level dialogues sponsored by

agreed upon during public- schedule APSP agreed upon on over 50 recommendations.

private dialogue forums that However, policy-making process at the district

are implemented. assemblies has been minimal as elections were delayed
and no decisions were being taken. Inauguration of the
assemblies in October 2015 will facilitate progress
towards achieving this target. In FY3 APSP will review
the implementation of these recommendations to address
achieving this target.

20 food security private (for On Track APSP met and exceeded this target after the NSA

profit), producers
organizations, agribusiness
organizations receiving USG
assistance.

training that was implemented at the end of FY2
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C. PROGRESS ON GENDER AND ENVIRONMENTAL
COMPLIANCE

C1. Gender

The project on-boarded a gender specialist in FY2 Q2. A number of gender activities
have been implemented across all the major components of the project in FY2 in line
with the project objective to make gender a top priority in its activities.

Baseline Survey
of Gender and
Agriculture

To provide baseline data to support the Implementation of the Gender and
Agricultural Development Strategy (GADS) developed by MoFA aimed at
integrating and mainstreaming gender concerns into the ministry’s programs.

Gender Training
for Selected
Media Staff

Two training programs to mainstream gender in agriculture reporting and
communication for selected media staff in Accra and the SADA, implemented in Q2
and Q3, respectively. 47 Ghanaian journalists (38 men and 9 women) from radio,
newspapers, television and online communication outlets at the national-level
participated in the trainings.

Gender Training
for Non State
Actors

Two training events implemented in the Northern Region and in the southern area
of Ghana in Q3 to build the capacity of NSAs on gender mainstreaming within their
own institutional activities. 81 individuals (27 females and 54 males) participated in
the training.

Assessment of
Gender
Mainstreaming at
MoFA

APSP conducted a Gender Assessment of MoFA Directorates and other relevant
GoG during the last quarter of FY2, in order to guide M&E reporting on gender
activities and indicators. The gender gaps identified from the survey are expected
to provide the basis for rolling gender indicators during the revision of the APSP
gender strategy. It will further provide a baseline for evaluating performance on
gender indicators at the project close out.

Gender Technical
Support to APSP
tenders

Gender integration considerations were incorporated in all APSP tenders. Tenders
include a requirement for evaluating applications for grants and research based on
gender sensitivity. Four grantees are focusing their activities solely on women:
Rural Media Network (RUMNET); Rural and Urban Women’s Association (RUWA);
Savannah Integrated Rural Development Aid (SIRDA) and Coalition for
Development of Western Corridor of Northern Region, Ghana (NORTHCODE).

C2. Environmental Compliance

As APSP is a policy development and research-focused program, project activities are
not expected to negatively impact the environment. In FY2, project activities were
primarily trainings, workshops, meetings and surveys as well as strategic planning
sessions with different stakeholders. As in FY'1, FY2 activities were not subjected to
any environmental examination. During the implementation of its activities with GoG
institutions, academic and research institutions and other NSAs, APSP will
deliberately consider issues that are likely to generate any adverse environmental
impacts and work with our partners to address them. The table below shows the
activities excluded from initial environmental examination.

o Activities involving education, training, e Training of MoFA staff in policy and development

meetings

technical assistance or training planning
programs, except to the extent such e Training of CSOs/FBOs in organizational improvement &
programs include activities directly policy advocacy
affecting the environment ¢ Training of Media houses in agriculture reporting
(constructions, etc.)

o Activities involving analyses, studies, e Pre application meetings with Universities and research

academic research or workshops and

institutions on the submission of research proposals
e Forum on Agricultural extension policy review
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o Activities involving document and Development of CAPI software Application
information transfers Workshop presentation on Gender data in Agriculture

o Studies, projects or programs intended | e Work Planning with METASIP/ SAKSS secretariat to

to develop the capability of recipient develop annual work plans
countries and organizations to engage | ¢ Workshop to discuss establishment of “Policy Unit” at
in development planning MoFA

D. MONITORING AND EVALUATION

There was progress in FY2 towards achieving indicator results outlined in APSP’s
PMP. Where progress towards achieving targets is delayed, as is the case for policy
research indicators under Component 2, APSP has ramped up activities to accelerate
awarding grants for 10 research proposals in FY3.

APSP participated in an M&E working group meetings organized by the Economic
Growth Office for Feed the Future implementing partners, where an agreement was
reached between IPs and the Economic Growth Office on the processes to modify and
update M&E Plans and to set baselines and targets. It was also agreed that protocols
be harmonized for collecting data for same indicators for reporting to the annual Feed
the Future Monitoring system (FTFMS).

Details and analysis of the processes for achieving indicator results against targets are
located in Annex A: APSP Indicator Data Table

E. FINANCE

E1. Finance

Project implementation was well under way in FY2, and the project ramped up grants,
procurements, and subcontracts resulting in an increase in project spending. The home
office Project Management Unit (PMU) worked closely with the field office finance
manager and operations director, as well as the home office support divisions, to
ensure that expenses were properly documented and booked in our accounting system
for prompt invoicing.
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SNAPSHOT

Towards a Vibrant Seed Industry in Ghana: Enhancing
Compliance with the Law

Bringing together seed players from public
and private sector to build strong structures
will lead to the establishment of a vibrant
and sustainable agricultural inputs industry
in Ghana

Participants at one of the workshops

“One problem confronting the private
sector is seed production and seed
trade. People need to produce and sell
the seeds, but this has always been a
problem. With these workshops, seed
sector players now have an appreciable
level of understanding on how to
operate. | am particularly happy that
we in the seed industry can now have a
licensing policy to guide our activities,”

Cletus Achaab,

Seed Advisor, USAID/Feed the Future
Agriculture Technology Transfer
Project.

The development of a vibrant and modern seed industry in
Ghana supplying good quality seeds is tantamount to
improving agriculture productivity and to raising the
incomes of millions of smallholder farmers in the country.
To this end, USAID is supporting the Government of Ghana
to enhance the legal and technical frameworks to promote,
regulate and monitor the exportation, importation and
commercial transactions of seeds.

Specific activities sponsored by USAID include the

implementation of four technical trainings as follows:

e National Seed Council Workshop to provide members of
the council with a comprehensive view of the seed
regulatory framework and to initiate the development of
their internal operational rules as per the mandate
emanating from Act 803.

e Crop Variety Licensing Workshop to define and develop a
licensing policy and explain the language and format of
licensing contracts between Ghanaian National Research
Organizations (NAROs) and seed enterprises.

e Technical and Variety Release Committee Workshop to
develop the Committee’s operation rules by outlining its
role, responsibilities and functions and to emphasize its
importance for developing the seed industry in Ghana.

e  Quality Management for Testing Crop Varieties Workshop to
adjust and operationalize common procedures for the
evaluation of crop varieties based on national, regional
and international legal frameworks.

Thomas W. Havor, from the Seed Producers Association of
Ghana and a member of the National Seed Council,
expressed satisfaction with the workshops: “The trainings
have been very useful to us. Even though the National Seed
Council has been in place for some time now, we have never
met to put anything into practice because of lack of financial
support. Today, with USAID’s assistance, the Council will
now function. These workshops are helping us all to jointly
identify the issues limiting the development of the industry,
since for the seed sector to prosper in Ghana, researchers,
government and the private sector must construct a
common vision for the development of the seed industry in
Ghana”.



SNAPSHOT

Building the Instituional and Organizational Capacities of Non-

State Actors to enhance Policy Advocay

Building the capacities of private sector
actors is a sure way to deepen their
understanding of the agriculture policy
process and to amplify their voices for
them engage policy-makers and
advocate for changes in the agriculture
policy process.

Participants at one of the training
sessions

“My organization has not been deeply
involved in policy analysis and advocacy just
for the reason that none of the staff
including me have got the capacity to
analyze policies and advocate for the
needed change. All we knew was mobilizing
the masses to demonstrate against
government policies and laws. The training
received from APSP was a blessing to me
and my other three staff members. Now
we have the needed tools and techniques
to do policy analysis, identify advocacy
issues, develop advocacy action plans, write
policy briefs and confidently engage policy
makers and duty bearers. Thanks to USAID
APSP for this opportunity”

Kassavubu Mordzi, Executive Director
Common Action for Rural Development

USAID has provided to over 40 Ghanaian organizations,
intense training to enhance their advocacy capacity skills. A
major challenge facing these organizations is their weak
capacity to engage with government to push for policy
changes and policy alternatives. This is why it is so
important to enable the organizations to enhance their
ability to make their voices heard, so their concerns and
proposals for policy reform are listened to by policy
makers.

To overcome such challenge, USAID is implementing a
training program to equip the organizations with the
knowledge and skills to actively participate in Ghana’s
agriculture policy making process. The training in policy
advocacy is an investment in peoples’ empowerment; that
is, it provides them with the capacity to make inputs into
policies and programs so these respond to real needs;
hence, making public expenditures more than relevant. The
training curricula of the program has covered topics such as
governance, leadership, policy analysis, technical report
writing, advocacy, among several others.

Hajia Alima Sagito-Saeed, Executive Director of the
Savannah Integrated Rural Development Aid (SIRDA) an
advocator for women’s rights and participant in the training
program, candidly says: “when we started our organization
some years back, we had no knowledge of how policies are
analyzed, formulated, implemented and monitored. Most of
our activities are based on services delivery directly to
beneficiaries with no attention to policy advocacy targeted
at the authorities. Because of our limited capacity to even
identify the issues, we had no knowledge on how to design
a plan for a successful policy advocacy campaign”. The
trainings, Hajia continues, “have started changing the
organization; management has reviewed our mission
statement to include advocacy, revamped the advocacy unit,
started the preparation of an advocacy plan and developed a
policy brief on the situation of women farmers’ access to
agriculture extensions services”.



ANNEX C: PROJECT SPONSORED-STUDIES/SPECIAL REPORTS
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C1. MEAS-APSP Report: Agriculture Extension Policy Forum: Ghana
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AGRICULTURAL EXTENSION POLICY FORUM:
GHANA

Report on the Policy Forum sponsored by

Ghana Directorate of Agricultural Extension Services, Ministry of Food and
Agriculture;

Modernizing Extension and Advisory Services; and

Agriculture Policy Support Project

May 12-13, 2015
Accra, Ghana

June 2015




AGRICULTURAL EXTENSION POLICY FORUM: GHANA

Report on the Policy Forum sponsored by Ghana Directorate of
Agricultural Extension Services, Ministry of Food and Agriculture;
Modernizing Extension and Advisory Services; and

Agriculture Policy Support Project

May 12-13, 2015

Report prepared by:

Dr. Vickie Sigman
Senior Agricultural Extension Policy Specialist, Modernizing Extension and Advisory Services
Project

MEAS, Modernizing Extension and Advisory Services
www.meas-extension.org

Leader with Associates Cooperative Agreement No. AID-OAA-L-10-00003.

The report was made possible by the generous support of the American people through USAID.
The contents are the responsibility of the authors and do not necessarily reflect the views of USAID
or the United States government.
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EXECUTIVE SUMMARY AND RECOMMENDATIONS

BACKGROUND

Ghana’s current Agricultural Extension Policy was written in 2001. Given the emphasis on agricultural
extension in more recent Ghanaian policies, the need arose to review the existing extension policy
and assess its implementation to determine if there are specific areas that may require further
attention to ensure that policy aims are being met. Three partnering entities—the Directorate of
Agricultural Extension Services, Ministry of Food and Agriculture, Ghana; Modernizing Extension and
Advisory Services, University of Illinois; and the Agriculture Policy Support Project, USAID Ghana—
collaborated in the design and delivery of a multi-stakeholder Agricultural Extension Policy Forum to
address this need.

FORUM DETAILS

The Agricultural Extension Policy Forum was held the 12 and 13 of May 2015 in Accra, Ghana at the
Best Western Premier Accra Airport Hotel. The overarching purpose of the Forum was to promote
policy dialogue and conduct a stakeholder review of Ghana's existing agricultural extension policy and
its implementation. Sixty-two people participated in the Forum with representatives from the public,
private, and civil society sectors.

Several opening presentations set the dynamic tone of the Forum. This included a presentation on
Liberia’s National Policy for Agricultural Extension and Advisory Services, a presentation which
identified elements of effective extension policies, one which looked at policy from farmers’
perspectives, and one which informed participants about continental and Ghanaian agricultural
extension apex organizations.

SmALL GrourP WORK

The main work of the Forum was carried-out by participants who concentrated on five themes
embodied in the current extension policy and carried-out three exercises in their review of the
extension policy. Through small group work, participants summarized the theme. They analyzed
progress made relative to the theme, identifying constraints to further progress, and they identified
gaps in the policy theme as well as possible changes to the policy theme. To complete their tasks,
groups developed recommendations to address the constraints, gaps, and changes they had
identified.

RECOMMENDATIONS

The recommendations resulting from small group work are reported below by policy theme. Groups
selected their highest priority recommendation from among these themed recommendations.
Priority recommendations are also reported below.

POLICY THEME I: FARMER DEMAND-DRIVEN EXTENSION RECOMMENDATIONS

e Review and update the farmer-based organization (FBO) development policy and strategy at
the Directorate of Agricultural Extension Services and facilitate its implementation by all
stakeholders
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Establish a multi-stakeholder planning and implementation platform for agriculture
development at the district-level

POLICY THEME Il: MANAGEMENT AND OPERATIONS OF EXTENSION — PART B RECOMMENDATIONS

Promote the use of volunteers and lead farmers in extension programs

Target program resources to women extension service providers and beneficiaries
Utilize private sector providers and non-governmental organizations (NGO) to increase the
number of women extension workers

Strengthen women-based FBOs

Strengthen social mobilization and technical capacities of FBOS to obtain services they
require

Support an Agricultural Extension Development Fund to promote and coordinate private
sector and Metropolitan, Municipal, and District Assemblies participation in extension
services delivery

Add a sentence to the policy emphasizing the Ministry of Food and Agriculture’s (MOFA)
provision of an enabling environment and support of pluralistic public, private, and NGO
sector extension

POLICY THEME Ill: MANAGEMENT AND OPERATIONS OF EXTENSION — PART B RECOMMENDATIONS

Ensure adequate budgetary provision for agricultural and extension services from District
Internally Generated Funds and the District Assemblies Common Fund

Mandate the establishment of an agriculture sub-committee as part of District Assemblies
Establish a participatory M&E system at all levels

Utilize alternative methods to deliver extension services such as E-extension, radio, and
television

Develop a performance-based assessment system to monitor extension performance

POLICY THEME IV: CAPACITY BUILDING FOR EXTENSION RECOMMENDATIONS

Clarify how capacity building is to be funded identifying possible funding sources such as the
District Development Facility, District Assemblies Common Fund, Public Private Partnerships,
Internally Generated Funds, Government of Ghana, etc. As possible funding sources
Harmonize capacity building activities of all stakeholders within the extension services sector
(e.g., training institutions, non-state actors, MOFA)

Provide frequent demand-driven training which is gender-sensitive and responsive to farmer
needs

Support the development of a clearly defined capacity development plan for frontline staff
Encourage capacity development collaboration between public and private sectors

Ensure the policy is understood by all stakeholders

POLICY THEME V: INCORPORATING EMERGING ISSUES RECOMMENDATIONS

Update the policy continuously on emerging issues and ensure staff are trained to respond
to emerging issues

Develop linkages with relevant institutions to address emerging issues such as nutrition,
gender, and health

Utilize resources jointly among relevant institutions for cross-cutting issues

Mainstream emerging issues in MOFA’s agenda and in the agenda of collaborating
organizations
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PRIORITY RECOMMENDATIONS

e Review and update the FBO development policy and strategy at the Directorate of
Agricultural Extension Services and facilitate its implementation by all stakeholders

e Target program resources to women extension service providers and beneficiaries

e Ensure adequate budgetary provision for agricultural and extension services from District
Internally Generated Funds and the District Assemblies Common Fund

o Clarify how capacity building is to be funded identifying the District Development Facility,
District Assemblies Common Fund, Public Private Partnerships, Internally Generated Funds,
Government of Ghana, etc. As possible funding sources

e Update the policy continuously on emerging issues and ensure staff are trained to respond
to emerging issues

NEXT STEPS

Next steps to move the policy process forward were discussed at the Forum. These included updating
the policy and developing a financed implementation plan to support doing so. Two volunteer groups
were organized to move Forum recommendations and other extension policy processes forward.
These are the Extension Policy Standing Committee and the Policy Champions. The Agriculture Policy
Support Project also anticipates collaborating in implementing next steps.

I. CONTEXT
A. BACKGROUND

Effective agricultural extension systems that provide quality and timely services to farmers are
commonly considered essential to growth and development in the agricultural sector. Extension has
also been linked to the promotion of food security, poverty reduction, and economic growth.

In recognition of these connections, several of Ghana’s recent national policies have emphasized
agricultural extension’s role in supporting agricultural development. The Food and Agricultural Sector
Development Policy (FASDEP Il) lists enhancing extension services as a specific policy strategy.?
Similarly, the Medium Term Agriculture Sector Investment Plan (METASIP) 2011-2015 identifies poor
extension services as a basic problem of the agriculture sector. The Plan explicitly calls for
improvements to extension services to mitigate against and address the risk to METASIP successes
that farmers may not accept improved crop and livestock technologies.?

Ghana currently has an Agricultural Extension Policy, written in 2001.® Given the emphasis on
agricultural extension in more recent Ghanaian policies, the need arose to review the existing
extension policy and assess its implementation to determine if there are specific areas that may
require further attention to ensure that policy aims are being met. This need was addressed by three

1 MOFA. (2007). Food and Agriculture Sector Development Policy (FASDEP Il). Accra: Republic of Ghana.

2 MOFA. (2010). Medium Term Agriculture Sector investment Plan (METASIP) 2011-2015. Accra: Government
of Ghana.

3 DAES. (2001). Agricultural Extension Policy (Final Draft) April 2001. Accra: MOFA.
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collaborating entities: Directorate of Agricultural Extension Services (DAES), Ministry of Food and
Agriculture (MOFA), Ghana; Modernizing Extension and Advisory Services (MEAS), University of
Illinois; and the Agriculture Policy Support Project — USAID Ghana (APSP).

B. COLLABORATING ENTITIES

The three partnering entities—DAES, MEAS, and APSP—collaborated in the design and delivery of a
multi-stakeholder Agricultural Extension Policy Forum for reviewing the existing extension policy.

Within MOFA, DAES is the central agency providing public extension and advisory services in Ghana.
DAES is responsible for policy formulation and planning as well as the implementation of policy
through the coordination of extension activities and provision of direct technical support to Ghanaian
farmers. DAES actively partners with other service providers to establish an efficient, demand-driven,
and decentralized extension system in Ghana.

The MEAS project is operated from the University of lllinois at Urbana-Champaign in the United States
with funding from USAID. The objective of MEAS is to improve and modernize rural extension and
advisory service systems for the purpose of promoting agricultural development and enhancing the
livelihoods of the rural poor. Among its initiatives, the MEAS project has been approved for a multi-
part work plan to assist agricultural development and serve farmers in areas of northern Ghana in
which USAID/Ghana Feed the Future activities are implemented.? To complement the extension
policy review process, MEAS conducted a comprehensive review of relevant policy documents and
research and held key informant interviews with key extension policy stakeholders to identify relevant
and emerging extension policy issues of concern.

The APSP project of USAID aims to increase the capacity of the government public sector, the private
sector, and civil society organizations to implement evidence-based policy formation,
implementation, research, and advocacy and perform rigorous monitoring and evaluation of
agricultural programs implemented under Ghana’s METASIP.

C. GHANA'’S EXISTING AGRICULTURAL EXTENSION POLICY

As earlier mentioned, Ghana currently has an Agricultural Extension Policy which was written in 2001.
There are several other versions of the policy document, produced at later dates. An analysis of the
similarities and differences among the documents was carried-out to determine which document
should be reviewed at the Policy Forum. Based on the analysis (Appendix A) DAES advised that the
most recent document, and the appropriate document to use for purposes of the May 2015
Agricultural Extension Policy Forum, is the MOFA/DAES document entitled: Agricultural Extension
Policy (Abridged Version), December 2005. A copy of this document is attached as Appendix B.

4 Feed the Future is the U.S. government’s global food security initiative which addresses global hunger and food
insecurity. In Ghana, Feed the Future activities are focused in the north.

2|Page



II. FORUM DETAILS
A. LOCATION, DATES, AND AGENDA

The Agricultural Extension Policy Forum was held in Accra, Ghana at the Best Western Premier Accra
Airport Hotel for one and one-half days on the 12t and 13* of May 2015.

The purpose of the Forum was to promote policy dialogue and conduct a stakeholder review of
Ghana’s existing agricultural extension policy and its implementation. Its objectives were to:

e Create awareness of extension policy issues in other countries,

e Summarize and analyze key themes in the existing agricultural extension policy framework,

e Assess policy implementation progress,

e Develop prioritized recommendations for implementation and policy framework
improvements, and

e Establish an Extension Policy Standing Committee to advocate for extension policy.

As detailed in the Agenda (Appendix C) the Forum provided the platform for participants to express
their expectations of the Forum; for presentations on extension policy issues; and for small group
engagement in examination and discussion of the existing agricultural extension policy and also in
related critical gap and change analysis as well as in key recommendations development. Plenary
discussions offered space for the group as a whole to discuss deliberations of small group work.

B. PARTICIPANTS

A total of 62 people, 14 female and 48 male, participated in the Forum. Participants came from an
array of public, private, and civil society sector organizations and institutions. Particular emphasis was
given to inviting participants from northern District Assemblies, including from the Departments of
Agriculture, because the primary focus of USAID Feed the Future activity is in the north. The List of
Forum Participants (Appendix D) shows representation from non-governmental organizations (NGOs),
research, academe, USAID projects, farmer associations, Liberia’s Ministry of Agriculture,
international and African extension organizations, District Assemblies, DAES, and MOFA. Regional
Directors, or their representatives, from Northern, Upper East, Upper West, and Greater Accra
participated in the Forum as did a number of Municipal and District Directors from the North.

The Forum was supported by a DAES/APSP Secretariat. Several journalists from national and local
newspapers and television stations covered and reported on the event.’

III. FOCUSING THE FORUM AND SETTING THE TONE
A. INTRODUCTION

Heads of the collaborating partners opened the Forum with the Acting Chief Director, MOFA providing
the Keynote Address. This was followed by participant introductions and by Mr. Gabriel Owusu’s,

5 See http://thebftonline.com/business/agribusiness/14164/Agric-extension-policy-framework-under-

review.html for coverage by Ghana’s Business and Financial Times, May 15, 2015
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DAES Deputy Director presentation of the working definitions of policy and other introductory issues
(Appendix E). The working definitions of policy used at the Forum are:

e A policy is a formal statement of a principle or rule that members of an organization must
follow. Policies address issues important to the organization’s mission or operations.

e Anpolicy is a definite course or method of action selected from among alternatives and in light
of given conditions to guide and determine present and future decisions.

Participants were asked to note their expectations (Appendix F) for the Forum. Various expectations
were then listed and discussed in plenary session. Participant expectations ranged from learning more
about agricultural extension policy processes, to producing actionable recommendations to guide the
policy development process, to having the opportunity for open dialogue about policy issues, to
understanding how District Assemblies and District Departments of Agriculture will work together to
positively impact local and district economies and communities. At the beginning of the program,
some participants expected that the Forum would produce a revised policy. This expectation was
clarified during the program. The Forum would produce recommendations to guide revision but was
not designed to produce a revised policy document.

B. PRESENTATIONS

Presentations on various aspects of extension policy set the dynamic tone of the Forum. Highlights of
presentations follow.

Formulation Process and Implementation Status of Liberia’s National Policy for Agricultural
Extension and Advisory Services (AEAS) (Appendix G). In his presentation, Dr. Zinnah, Ministry of
Agriculture, Liberia described the processes through which Liberia moved to formulate its first
National Policy for Agricultural Extension and Advisory Services and he discussed policy
implementation constraints. He noted the Liberia Policy promotes a pluralistic, demand-driven,
market-oriented system that is responsive to cross-cutting issues. Dr. Zinnah identified various
constraints to policy implementation including the devastating effect of the Ebola virus outbreak,
weak public-sector capacity to coordinate a pluralistic system, and, excluding the highly-commercial
sectors (e.g., rubber and oil palm) the limited number of private-sector extension providers. He shared
lessons learned from the Liberia experience, among them: the importance of resources to obtain
stakeholder input to the policy process, the need for an explicit plan to move through all stages of the
process from problem definition to evaluation, and the value of having a permanent extension policy
advisory board.

Elements of Effective Extension Policies: Lessons from Recent MEAS Experience (Appendix H). Dr.
Paul McNamara, MEAS, made the case for investing in extension for development based on data
indicating growth originating from agriculture is more effective at reducing poverty than growth from
other sectors. This he connected to statements in the Gates Letter 2015 which emphasize agricultural
innovation and assert that investing in extension is the only way to reap the full benefit of
innovations.® He identified and discussed several key policy issues including extension approaches,

6 Gates, B. & Gates, M. (2015). 2015 Gates Annual Letter. Available at http://www.gatesnotes.com/2015-
annual-letter
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coordination of extension, extension financing, and targeting of client groups. Relevant policy lessons
from other countries that were emphasized included the importance of a capable public
administration at all levels to drive policy processes and the fundamental requirement of political
commitment to promote them.

Preliminary Findings from the Field: Farmer Perspectives (Appendix1). In her presentation, Dr. Vickie
Sigman reported on her recent field work with four farmer groups in northern Ghana. She stressed
that words for concepts such as policy and demand-driven extension do not exist in local languages
and need careful translation. She found that farmers in general view Assembly Members and Chiefs
as the people who make policy. Farmers do not believe they have very much voice in policy making.
A possible policy implication of this finding is to design (or strengthen) and support a system to fully-
engage farmers in policy processes. Farmers also do not believe they can “demand” or tell their
Agricultural Extension Agent what type of training they need. A possible policy implication of this
finding is that farmers need facilitation, from extension agents and/or others, to articulate their
extension needs through to government.

Establishing and Strengthening National Multi-Stakeholder Platform - Country Forum: The
Experience of AFAAS and GFAASS (Appendix J). Mr. Gabriel Owusu, DAES, familiarized participants
with the African Forum for Agricultural Advisory Services (AFAAS). AFAAS is the umbrella organization
for agricultural extension and advisory services in Africa. It aims to create linkages and partnerships
among extension service providers in order to improve service delivery to farmers. At the country
level, AFAAS seeks to establish Country Forums which bring together extension providers for
information exchange and sharing of lessons learned. Mr. Owusu explained that Ghana has a Country
Forum, known by the acronym GFAASS (Forum for Agricultural Advisory Services and Support, Ghana).
He called for participants to volunteer to form an Extension Policy Standing Committee to operate
under the umbrella of the Country Forum. The roles of the Standing Committee are to advocate for
extension policy, serve as contact point for extension policy issues, and assist in moving Forum
recommendations and other extension policy processes forward.

Overview of Ghana’s Agricultural Extension Policy. Participants received a copy of Ghana’s existing
DAES Agricultural Extension Policy (Abridged Version) December 2005 along with their invitation to
the Policy Forum. To facilitate a deep understanding of the existing policy, Mr. Gabriel Owusu, on
behalf of DAES provided an overview (Appendix K) of the policy, its themes, and principles. A
summary follows:

The impetus for development of the policy came about in part due to the need to engage the private
sector including farmer-based organizations (FBOs) in extension delivery, to consider decentralization
in extension programming, and to incorporate emerging issues such as HIV/AIDS, farmer
empowerment, environmental degradation, and poverty reduction in the extension agenda.
Beginning in 2001, MOFA led the policy formulation process with an abridged version of the policy
published in 2005.

The existing policy mission statement stresses working with regional and district administrations to
address farmer needs, ensure that farmers adopt sustainable methods, raise agricultural productivity,
and create an enabling environment for private sector participation in extension funding and delivery.
The policy has various guiding principles which frame the policy overall. The policy can be categorized
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into five themes, with related principles, which Mr. Owusu reviewed with participants. The themes
are:

I.  Farmer Demand-Driven Extension
Il.  Management and Operations of Extension Part A: Finance, approach, targeting, and private
sector.
lll. Management and Operations of Extension Part B: Decentralization and Monitoring and
Evaluation (M&E)
IV. Capacity Building for Extension
V. Incorporating Emerging Issues

IV. SMALL GROUP WORK
A. ORGANIZATION AND EXERCISES

The overarching purpose of Small Group Work was to engage participants in reviewing the existing
DAES Agricultural Extension Policy (Abridged Version) December 2005. There were five working
groups, each organized around one of the five above policy themes. The design of the Forum called
for groups of participants to engage in three specific exercises. During Forum registration and prior
to the opening, participants were provided a hand-out explaining the organization of groups and the
policy themes, objectives, and principles around which each group would focus (Appendix L).
Participants were asked to select a group to join and were requested to continue with that group
throughout the Forum. This information was reviewed during the Forum and as well, an explanation
of group exercises was provided (Appendix M).

Each group had three exercises to carry-out. Exercises, shown in Diagram 1, were hierarchical in that
they built on and utilized information and activities accomplished in the previous exercises.

The first exercise was to review the

Diagram 1. Group Exercises by Policy Theme policy theme (including related

principles), summarize this and

( . ) (" Analyze N ( Develop ) report to the plenary session. The
MEIE Progress, prioritized purpose of this exercise was to give
SuRRETRE I Constraints, I recommen participants time to discuss and
Gaps, & dations develop understanding of the
Report Out Changes theme and then report out to the
Report Out Fapere L plenary session so they would also

\. /. /L J

understand the theme. The second
exercise focused on analysis. The
group was asked to analyze the
progress that had been made relative to the theme, identify constraints to further progress, identify
gaps (what is missing) in the theme, propose changes that may be needed, and finally to report results
to the plenary session. The purpose of this exercise was to analyze the theme in-depth and share
results of group deliberations relative to theme progress, constraints, gaps, and changes. The third
exercise involved participants in developing a prioritized set of recommendations addressing theme
constraints, gaps, and changes, and report to the Plenary. The group was tasked with selecting the
top priority recommendation among those they had identified. The purpose of this exercise was to
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produce recommendations and most particularly a list of priority recommendations that would
provide direction for further action on agricultural extension policy in Ghana.

B. RESULTS

Overall, results of group work indicate important progress has been made in implementing various
parts of the agricultural extension policy and also that significant constraints to further progress
remain to be addressed. Results suggest there are various gaps in the current policy and as well, some
changes are called for.

Further details of selected results of small group work are presented below. The theme, as identified
directly from the policy document, is shown first followed by highlights of results of small group
deliberations. The author’s intention in reporting result highlights is to summarize results while
utilizing the language of group reports, rephrasing for purposes of clarity. It should be noted that time
at the Forum was limited; group discussions were interesting, energetic, and sometimes lengthy; and
thus not all group exercises were completed. For specifics of group work, the reader is referred to the
appendices for each theme and group. These appendices contain the material presented by groups
at the Forum.

THEME |, GROUP 1: FARMER DEMAND-DRIVEN EXTENSION (APPENDIX N)

Table A. Theme | from 2005 Agricultural Extension Policy Document

FRAMED BY POLICY GUIDING

THEME POLICY OBJECTIVE PRINCIPLES
I To promote farmer driven extension and research to Services will be more demand-
) ensure that services provided are relevant to farmers. driven and client-focused.
FARMER

To empower farmers through the formation and
development of FBOs in the areas of marketing and agro-
DRIVEN processing in collaboration with the Department of Co-
EXTENSION | operatives (DOC).

Services will pro-actively develop
farmers’ business and marketing
skills.

DEMAND-

To promote best agricultural practices.

Exercise: Summary of Theme I. Farmers should play a leading role in defining, through a bottom-
up approach, the type of services they need. A rationale for this is to increase farmers’ voice,
leadership, and ownership in solving their problems including research and production-related
problems. The theme includes building strong FBOs for a collective voice to ensure farmer
participation in decision-making, advocacy, and access to relevant information. The promotion of best
agricultural practices supports farmer demand-driven extension and encompasses the management
of existing and generation of new technologies using participatory methods.

Exercise: Identification of Progress, Constraints, Gaps, and Changes. Areas of progress and
constraints to further progress identified by the group are shown below.
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Table B. Theme 1 Results of Small Group Work

Policy Objective

Progress

Constraint

To promote
farmer demand-
driven extension

= Research Extension Linkage Committees
(RELCs) are established

= Bottom-up planning processes are
instituted

Inadequate funding to promote RELCs

To empower
farmers through
formation and
development of
FBOs

= Private and public stakeholders support
the formation of FBOs

= Capacity building of farmers, agricultural
extension agents (AEAs) occurs

Lack of coordination among different
extension service providers at all levels
Lack of implementation strategy for FBOs
at all levels

Low capacity of service providers in FBO
development

To promote best
agricultural
practices

= An Information and Resource Center is
in place

= AEAs are in all districts

= Externally funded projects promote best
agriculture practices

= Research releases improved varieties

Lack of knowledge management strategy
and central depository for agricultural
innovations

Lack of strategies and mechanisms for
identification and implementation of
innovations

Limited resources for extension delivery

Exercise: Development of Recommendations. The group framed their recommendations to

address the gaps they identified in the overarching policy aim of promoting farmer demand-driven

extension. The gaps to be addressed are:

e lack of coordination among different extension service providers at all levels

e lack of coordination among the various FBOs and lack of implementation strategy for FBOs at

all levels

e Low capacity of extension services providers in FBO development

e No district-level multi-stakeholder planning and implementation platform at the district level

in relation to RELC activity

The recommendations to address these gaps include:

e To review and update the FBO development policy and strategy at DAES and facilitate its

implementation by all stakeholders

e To establish a multi-stakeholder planning and implementation platform for agriculture

development at the district-level
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THEME I, GROUP 2: MANAGEMENT AND OPERATIONS OF EXTENSION - PART A (APPENDIX O)

Table C. Theme Il from 2005 Agricultural Extension Policy Document

THEME POLICY OBJECTIVE FRAMED BY POLICY GUIDING PRINCIPLES
= National system will ensure services to small-scale
and poorly resourced farmers, with special
- attention to women, youth, and the physicall
MOFA will increase the ¥ POy ¥
- challenged.
efficiency and cost . . . S
Il. offectiveness of oublicl = Public sector funding of services will aim toward
MANAGEMENT . > ¥ financial sustainability.
funded extension . . .
AND services = Extension will be open to new funding
OPERATIONS ' mechanisms.
OF EXTENSION: = Private sector financing and engagement in
PART A service delivery will be encouraged.
To broaden extension
services delivery to = Services will be pluralistic, flexible, and
include other extension responsive.
approaches.
Exercise: Summary of Theme Il. The policy intends to promote efficient and effective

management and operation of agricultural extension. It seeks to increase MOFA’s efficiency in terms

of costs and services and suggests some methodologies for doing so. These include developing

innovative funding mechanisms for services. Extension services are to meet the needs of District plans

and the research agenda should be demand-driven. The policy seeks to broaden extension services

delivery by encouraging pluralism and through utilizing various extension approaches. For the latter,

different approaches should be piloted in order to select and scale-up the most effective approaches.

Exercise: Identification of Progress, Constraints, Gaps, and Changes. Implementation progress

and gaps in various aspects of the policy the group identified by the group are tabled below.

Table D. Theme Il Results of Small Group Work

Policy Aspect

Progress

Gap

Define target
beneficiaries

= Beneficiaries are clearly defined

with emphasis on smallholders

Inadequate targeting of women farmers
Insufficient ,underfunded AEAs to reach
all target groups

Opportunity for improved coordination

to improve reaching targets

Emphasize working with
farmer groups

Training on farmer groups is given
A handbook on farmer group
organization is available

There are extension offices in
charge of FBOs at national and
regional levels

Inequities exist within FBOs for women
farmers

Existing women's groups need capacity
development

There is competition across FBO
umbrella groups at the national level

Encourage private sector
participation in
extension delivery and
funding

NGOs mobilize funding for
extension delivery

Private sector extension exists in
commercial sectors (e.g., cocoa)
Input suppliers involved in
extension delivery

Inadequate coordination among
stakeholders at the district-level
No incentive for private sector
participation in extension

Set up Agricultural

Extension Development

Government of Ghana initiated the
Fund with World Bank assistance

Lack of political will to sustain the Fund

9|Page




Policy Aspect Progress Gap

Fund to promote private

sector participation

Establish district-level = Some progress being made in = Funds are not received at district-level

planning and

implementation of plans

planning through composite
budgeting

to finance plans developed

Develop research agenda | * Farmer resources and constraints
ina participatory manner are identified through district and

regional planning sessions
= Government supports research
through projects and programs

= |nadequate funding to support the
research agenda

Exercise: Development of Recommendations. Group recommendations put forward to address

gaps in policy aspects related to targeting, gender, FBOs, financing, and participatory research as

follows:

e Promote the use of volunteers and lead farmers in extension programs

e Target program resources to women extension service providers and beneficiaries

e Utilize private sector providers and NGOs to increase the number of women extension

workers

e Strengthen women-based FBOs

e Strengthen social mobilization and technical capacities of FBOS to obtain services they require

e Support an Agricultural Extension Development Fund to promote and coordinate private

sector and Metropolitan, Municipal, and District Assemblies participation in extension

services delivery

e Add a sentence to the policy emphasizing MOFA’s provision of an enabling environment and

support of pluralistic public, private, and NGO sector extension (see Appendix O for details)

THEME 111, GROUP 3: MANAGEMENT AND OPERATIONS OF EXTENSION - PART B (APPENDIX P)

Table E. Theme Ill from 2005 Agricultural Extension Policy Document

FRAMED BY POLICY GUIDING
THEME POLICY OBJECTIVE
PRINCIPLES
To ensure that appropriate institutional structures and .
. . ) Nature and level of publicly-
1. capacity are developed at all implementation levels to ) i
. . . . funded services will be
MANAGE- operate the new Agricultural Extension Policy MOFA will : L
. . o . determined by District
MENT AND operationalize the roles and responsibilities of the various o ) ;
. . o Assemblies in consultation with
OPERATIONS | |evels of governance (national, regional and district) as
. o farmers and other stakeholders.
OF defined under the decentralization process.
onitoring of services will be
EXTENSION: Monitori f . ilb
PART B To de5|gn and implement an effective monitoring and carried-out by District Assemblies
evaluation system. )
along with MOFA and farmers.

10| Page




Exercise: Summary of Theme Ill. The policy promotes the facilitation of institutional reforms to
implement collaborative extension services that integrate operations at the relevant governance
levels and it calls for the design of an institutional framework for monitoring and evaluation of
extension services at all levels.

Exercise: Identification of Progress, Constraints, Gaps, and Changes. Results of group
deliberations are shown below.

Table F. Theme Ill Results of Small Group Work

Progress Constraints Gaps Change Analysis

= Lack of knowledge
Insufficient accountability
= Extension Units | = Low budgetary allocation at

= Few extension service
delivery activities in
district plans and budgets

= Policy should include

are present at all levels . accountability in terms
. = | ack of Agricultural Sub- . S
all levels = Lack of clear understanding . S of extension monitoring
s Committees in District
of roles and responsibilities Assemblies
= |nsufficient number of AEAs
= There are M&E = Policy should promote
Units at the . o = Limited functioning of E-extension (including
. = Limited t M&E . . .
Ministry and Imited capacity in M&E Units radio) and evidenced-
Regional Offices based extension

Exercise: Development of Recommendations. The group developed and ranked their
recommendations. Recommendations follow beginning with the highest priority recommendation.

e Ensure adequate budgetary provision for agricultural and extension services from District
Internally Generated Funds and the District Assemblies Common Fund

e Mandate the establishment of an agriculture sub-committee as part of District Assemblies

e Establish a participatory M&E system at all levels

e Utilize alternative methods to deliver extension services such as E-extension, radio, and
television

e Develop a performance-based assessment system to monitor extension performance

THEME IV, GROUP 4: CAPACITY BUILDING FOR EXTENSION (APPENDIX Q)

Table G. Theme IV from 2005 Agricultural Extension Policy Document

FRAMED BY POLICY GUIDING
THEME POLICY OBJECTIVE PRINCIPLES
V. To attain a broad based human resource development | Human resource development
CAPACITY BUILDING | program by ensuring continuous capacity building of will be a continuous and
FOR EXTENSION agricultural development workers. intensified process

Exercise: Summary of Theme IV. The policy supports imparting knowledge and skills to frontline
extension staff in the public and private sectors, as well as farmers, and agriculture education
institutions. For frontline staff, technical and management skills are to be developed to ensure staff
are able to achieve career advancement and keep up with production and processing techniques. The
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policy outlines some of the essential information farmers ought to receive from public and private

extension service providers. This would include, for example, training on gender issues and group
formation. For educational institutions, capacity is to be developed in consultation with stakeholders
to design educational curricula to address the changing needs of the sector, such as those related to

agriculture finance, administration, marketing, and health.

Exercise:

deliberations are shown below.

Table H. Theme IV Results of Small Group Work

Identification of Progress, Constraints, Gaps, and Changes.

Results of group

Progress

Constraints

Gaps

Change Analysis

Most training is
demand driven
based on needs
determined on the
ground

Data is increasingly
being used to
determine training
needs

NGOs are heavily
involved in financing
and providing in-
service training for
front line staff

MOFA unable to provide
monthly training for staff
due to lack of resources
Difficult to obtain current
and accurate data to
determine farmer needs
Current freeze on hiring
new or replacing retiring
staff places stress on the
public system

Due to large numbers of
service providers, training
in some subjects is
duplicated and sometimes
confusing for farmers
Private sector providers
also face inconsistent
financing

= |Inadequate
consultation with
stakeholders in
curriculum
development

= Uncertainty as to
which level (district,
region, central) is
responsible for
financing, delivering,
and monitoring
training in
decentralization
process

Policy should support
broader consultation with
training institutions and
stakeholders on curriculum
design

clear definition of roles
and structure under
decentralization

source of funding for
agriculture development
informal continuing
education for farmers in
areas such as literacy,
numeracy and use of ICT
stakeholders formally
introducing themselves to
district/regional bodies

Exercise: Development of Recommendations. The recommendations developed by the group

follow.

The policy should:
Clarify how capacity building is to be funded identifying possible funding sources such as the
District Development Facility, District Assemblies Common Fund, Public Private Partnerships,

Internally Generated Funds, Government of Ghana, etc. As possible funding sources

Harmonize capacity building activities of all stakeholders within the extension services sector

(e.g., training institutions, non-state actors, MOFA)

Provide for frequent demand-driven training which is gender-sensitive and responsive to farmer

needs

Support the development of a clearly defined capacity development plan for frontline staff

Encourage capacity development collaboration between public and private sectors

Ensure the policy is understood by all stakeholders
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THEME V, GROUP 5: INCORPORATING EMERGING ISSUES (APPENDIX R)

Table I. Theme V from 2005 Agricultural Extension Policy Document

THEME

POLICY OBJECTIVE

INCORPORATING
EMERGENCY ISSUES

V. To respond to the emerging issues of HIV/AIDS pandemic, environmental degradation
and poverty reduction. Extension efforts will also focus on the areas of gender, equity
and client empowerment as they relate to sustainable agricultural production.

Exercise: Summary of Theme V. Emerging issues are contemporary issues that have a direct and

indirect impact on agriculture.

Exercise: Identification of Progress, Constraints, Gaps, and Changes. The group identified these
elements for two major emerging issues: those related to health (HIV/AIDS) and those related to

environmental degradation. Results of are shown below.

Table J. Theme V Results of Small Group Work

= Designated HIV/AIDS Unit in
MOFA

= For environmental
degradation issues,
designated unit in MOFA in
collaboration with
Environmental Protection
Agency

= Slow behavioral
change of
population

= |nadequate
personnel in
Units

= |nadequate
funding

Smart Agriculture Issues
Child Labor

Food Safety and Nutrition
Youth in Agriculture
Urban Agriculture
Natural Resources
Management and
Associated Causes

Progress Constraints Gaps Change Analysis
= Multi-stakeholder govern'ment ey locs i ekdliasss
HIV/AIDS program at ministry Climate Change & Climate
level established - Detailed

implementation
strategy and action
plan needed to
measure how policy
addresses emerging
issues

Exercise: Development of Recommendations. Group recommendations follow.

e Update the policy continuously on emerging issues and ensure staff are trained to respond to

emerging issues

e Develop linkages with relevant institutions to address emerging issues such as nutrition,

gender, and health.

e Utilize resources jointly among relevant institutions for cross-cutting issues

e Mainstream emerging issues in MOFA’s agenda and in the agenda of collaborating

organizations
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V.  PLENARY DISCUSSION OF ADDITIONAL CONTRAINTS, GAPS,
AND CHANGES

A plenary discussion resulted in identifying several additional constraints to policy implementation
that were not identified by small groups and several gaps in the current policy. These are:

e Ways to address the constraint of limited female extension agents

o Limited availability of reliable gender disaggregated data

e Disconnect between private sector support and extension delivery funding

e Utilizing women input dealers to support extension delivery

¢ Distinguishing between implementing and monitoring agencies at the district level

VI. PRIORITY RECOMMENDATIONS

Each group selected their highest priority recommendation from the recommendations they
developed. These priority recommendations aim to improve extension service delivery and thus
extension service response to farmer needs. They address specific issues related to gender, financing
of extension services, financing of extension capacity building, emerging issues, and farmer groups.

Four recommendations focus specifically on the Agricultural Extension Policy and recommend that
within the policy the following be reflected:

e Targeting program resources to women extension service providers and beneficiaries

e Ensuring adequate budgetary provision for agricultural and extension services from district
internally generated funds and the district assemblies common fund

e C(Clarifying how capacity building is to be funded identifying the district development facility,
district assemblies common fund, public private partnerships, internally generated funds,
government of ghana, etc. As possible funding sources

e Updating the policy continuously on emerging issues and ensuring staff are trained to respond
to emerging issues

A fifth priority recommendation focuses on a separate yet related policy: the DAES FBO development
policy which guides all stakeholders in the development of FBOs. The recommendation is to review
and update the DAES FBO development policy and strategy and facilitate its implementation by all
stakeholders.

VII. THE WAY FORWARD
A.  NEXTSTEPS: WHAT

During plenary discussion, participants discussed what can and should be done to move the
Agricultural Extension Policy forward and who could assist in doing so. While some actions would
require significant time, the point was made there are actions that can be pursued in the near-term.
For example, a report of the Policy Forum itself is to be sent to participants in the near-term. Those
interested in assisting to move the policy process forward, further discussed below, can meet in the
near-term to discuss ways to proceed.
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Other specific steps identified to move the policy process forward include: It was noted that much
has changed since the policy was originally written in 2001 and the policy itself needs to be updated.
It was suggested the policy be aligned with international and continental frameworks and
recommendations regarding agricultural development and extension such as those embodied in the
Comprehensive Africa Agriculture Development Program and the Malabo Declaration. Following-up
on synergies between the Agricultural Extension Policy and the Gender and Agricultural Development
Strategy Il, being developed by MOFA Women in Agricultural Development Directorate, was
mentioned. Reflecting an agricultural innovations perspective in the revised policy was also proposed.
The practical realities of refining the policy were underscored by the submission that an
implementation plan with a budget and a time-line would be needed to support the revision process.
As well, a detailed complementary plan to implement the policy was called for. Finally, it was
proposed that a revised policy should be submitted by MOFA through the legal system for formal
adoption by the Parliament.

B. NEXT STEPS: WHO

The key pivotal role of MOFA, and most specifically DAES, in leading action on Forum
recommendations and overall moving the extension policy process forward was stressed during the
Forum. MOFA’s commitment to the process is considered critical and DAES responded reaffirming
that commitment. The need for political will to support the way forward was underscored. At the
Forum, various participants advocated for strong linkages (particularly at district and regional levels)
with the Ministry of Local Government and Rural Development and the Metropolitan, Municipal, and
District Assemblies to engage in both policy updating and policy implementation. Private sector actors
including FBOS along with civil society actors should all be involved in policy updating and
implementation. Participants suggested MOFA and USAID meet to review Forum recommendations
and develop forward plans and APSP confirmed their interest in supporting the process.

To support moving Forum recommendations and the policy process forward, two volunteer groups
were organized during the Forum: Extension Policy Champions and an Extension Policy Standing
Committee. The Policy Champions are an ad-hoc group of champion volunteer organizations
interested in and concerned with extension policy. The Extension Policy Standing Committee, earlier
discussed in this report, is a part of the national institution: the Forum for Agricultural Advisory
Support and Services, Ghana. Members of these groups are shown below.

Table K. Extension Policy Champion Organizations

Action Aid
Peasant Farmers Association of Ghana
Association of Church-Based Development NGOs
Ghana National Association of Farmers and Fisherman
Forum for Agricultural Advisory Support and Services, Ghana

Trax Ghana
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Table L. Extension Policy Standing Committee Members (contact details in Appendix S)

Ms. Victoria Adongo, Program Manager Peasant Farmers Association of Ghana

Mr. Seth Ashiamah, Executive Member AFAAS-Ghana Chapter

Mr. Mahama Alhassan Seidu, Lead Farmer Savelugu-Nanton District — Northern Region

Ms. Queronica Quartey, Representative Action Aid

Mr. Malex Alebikiya, Executive Director Association of Church-Based Development
NGOs

Mr. Vesper Suglo, Agricultural Consultant Private Sector

Mr. Maxwell Agbenorhevi, Agricultural Agricultural Policy Support Project-USAID

Economist Ghana

Mr. Joseph Yeng Faalong, Regional Director Upper West Region

The roles of the two groups are to move Forum recommendations and other extension policy
processes forward, advocate for extension policy, and serve as contact point for extension policy
issues. Group members held their first meeting following the close of the Forum.

VIII. CLOSING REMARKS

Dr. McNamara, MEAS; Mr. Nunez-Rodriguez, APSP, and Dr. Fenton Sands, USAID gave closing remarks
commending participants on accomplishing the work of the Forum. Dr. McNamara noted that Ghana
is one of the few African nations having a written agricultural extension policy and thanked
participants for their committed engagement during the Forum. Mr. Nunez-Rodriquez advised the
APSP project will continue in Ghana for the next several years and he anticipates APSP will collaborate
in supporting further action to move the extension policy process forward. Dr. Sands commented on
the re-emergence of the importance of agricultural extension following the 2007-2008 food crisis and
mentioned that legacy questions regarding the efficacy of extension still remain. He stressed that
decentralization in Ghana has created changes in the agricultural development landscape and the role
of agricultural extension within this new context is unfolding. He indicated USAID’s interest in
agricultural extension. He advised USAID will look to government to articulate its concern not only for
acting on Forum recommendations but also for moving the extension policy process forward and for
strengthening Ghana’s agricultural extension system.

IX. FORUM EVALUATION

Participants were asked to complete a Forum Evaluation Form (Appendix T). They were requested to
respond to a set of statements by giving their level of agreement or disagreement with the statement.
The evaluation sought to determine participant’s level of agreement or disagreement with statements
that examined the extent to which the Forum:

e Met its goal of developing shared understanding of the existing Agricultural Extension Policy;

e Achieved the three primary tasks of the Forum (exercises summarizing the existing policy;
assessing policy implementation progress and constraints and identifying policy gaps and
needed changes; and developing recommendations to address constraints, gaps, and
changes),
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e  Was sufficiently participatory, and
e Produced high quality work.

Forty participants completed the Forum evaluation. As shown in Appendix U, the large majority of
87% either ‘mostly agreed’ or ‘completely agreed’ with all the evaluation statements. Responses
suggest that overall the Forum did reach its goal, did achieve its tasks, was participatory, and did
achieve high-quality work. There were variations in responses with the most variation in levels of
agreement around whether the Forum fostered shared understanding of the policy, assessed policy
progress and constraints, and identified ways to move forward with recommendations.

Close to 50% of responding participants offered comments on the Forum (Appendix U). The most
comments focused on the limited time available for group discussions. Also on the policy itself and
moving the process forward. The former indicates additional time was needed at the Forum to cover
and discuss the material in-depth and the latter suggests the Policy Standing Committee and Policy
Champions will have important roles to play in moving the policy process forward.
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APPENDICES

A. COMPARISON OF GHANA’S AGRICULTURAL EXTENSION PoLicYy DOCUMENTS:

SIMILARITIES AND SUBSTANTIVE DIFFERENCES

Vickie Sigman, Sr. Agricultural Extension Policy Specialist
Modernizing Extension and Advisory Services
April 2015

NOTE: Following the analysis outlined below, a fourth document, Agricultural Extension Policy (Abridged
Version), December 2005, surfaced. The fourth document was a word version of the November 2005
(Abridged Version) and was typed with some errors from the November 2005 version. The errors were
corrected. DAES advised that the most recent document, and the appropriate document to use for purposes
of the May 2015 Agricultural Extension Policy Forum is the fourth document: Ghana Agricultural Extension
Policy (Abridged Version), December 2005.

PURPOSE OF THE ANALYSIS

The purpose of the analysis is to determine the similarities and differences among Ghana’s three Agricultural
Extension Policy documents in order to select the best document on which to base a policy review. The three
documents compared are:

1. Ministry of Food and Agriculture (MOFA), Directorate of Agricultural Extension Services (DAES),
Agricultural Extension Policy, Final Draft, April 2001.

2. MOFA, DAES, Agricultural Extension Policy (Abridged Version), October 2003 (Design & Print, Klymass
Ventures).

3. MOFA, DAES, Agricultural Extension Policy (Abridged Version), November 2005 (Designed and Printed
by ISU/DAES/MOFA — Accra). NOTE: The cover of this document is dated November 2005. However,
the first page is dated December 2005. In this analysis, the document is referred to as November 2005.

The 2001 document is the full version of the policy, is in final draft form, and is considered the base document.
While there may be a later version of the 2001 full policy version, it is not available from MOFA and further
search for such a document proves futile. The 2003 and 2005 documents are abridged versions of the 2001
document. Based on comparisons, any later version of the full policy will likely be very similar to the 2001 final
draft because the 2003 and 2005 versions substantively mirror the 2001 final draft with the exceptions noted
below. Both the 2003 and 2005 versions, in their respective Introduction, state: “In June 2003, the Directorate
of Agricultural Extension Services (DAES) finalized the preparation of an agricultural extension policy document
and circulated it to a wide range of stakeholders. This document is an abridged version of the policy document.
It is meant to be a quick reference to the major issues contained in the policy document.”

Comparisons focus on similarities (Table 1) and substantive differences (Table 2) among the versions. The 2001
document, as the full version of the policy, provides more detail than either of the abridged versions. These
details are not noted in the comparison tables below.
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CONCLUSIONS

As shown in Table 1, the three documents are much more similar than different, with the few exceptions noted
in Table 2. The 2003 and 2005 documents, aside from some formatting changes are virtually the same—and in
most instances exactly the same—with the few exceptions noted in Table 2. The 2005 document, as the latest
document which reflects the 2003 and 2001 documents in large part, is considered the most appropriate

document on which to base an agricultural extension policy review.

Table 1. Basic Similarities among the Agricultural Extension Policy Documents.

Agricultural Extension Policy, Final
Draft, April 2001.

Agricultural Extension Policy
(Abridged Version), October 2003.

Agricultural Extension Policy
(Abridged Version), November
2005.

Discussion of the Public Extension
System, Research Extension Linkage,
COCOBOD-MOFA, Decentralization,
Role of the Private Sector/NGOs in
Extension Delivery.

Very similar text as 2001 but
abridged.

Same text as 2003 with exception
regarding cocoa noted in Table 2.

Need for a New Agricultural Extension
Policy.

Very similar text as 2001 but
abridged.

Same text as 2003.

Vision

Very similar text as 2001 but
abridged with exception noted below
in Table 2.

Same text as 2003.

Mission Statement

Same text as 2001.

Same text as 2003.

Guiding Principles: Articulates 13
principles.

Articulates 10 Principles, 9 same as
2001 (see Table 3 for comparison).

Same text as 2003.

Objectives and Strategies: Document
states 7 objectives; 8 written in the
document.

Articulates 9 objectives. Basically
same as 2001 objectives plus an M&E
objective (see Table 4 for
comparison).

Same text as 2003 with minor
exception noted in Table 4.
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Table 2. Substantive Differences among the Agricultural Extension Policy Documents.

Agricultural Extension Policy, Final
Draft, April 2001.

Agricultural Extension Policy
(Abridged Version), October
2003.

Agricultural Extension Policy
(Abridged Version),
November 2005.

No Foreword.

p. iv, Foreword signed by Hon.
Major Courage Quashigah (Rtd)
Minister for Food & Agriculture

p. 5, Foreword by Kwame
Amezah (Dr) Acting Director
Agric. Extension Services

CCOBOD-MOFA Extension Services
Merger p. 7 included in Introduction.
Section describes movement of cocoa
extension from the Cocoa Board
(COCOBOD) to MOFA; no specific
policy discussed.

p. 6, similar text as 2001 included
under heading Cocoa Extension.

Does not include a section on
CCOBOD-MOFA Extension
Services Merger nor on Cocoa
Extension.

Vision, p. 10 discusses establishment
of Agricultural Extension Development
Fund (AEDF) and Farmer-Based
Organisations Development Fund
(FBODF).

AEDF not discussed under Vision
but included under management
and operations, p. 8.

FBODF not included.

Same as 2003 (p. 13)

Guiding Principles, pp. 10-11:
Articulates 13 principles.

Articulates 10 Principles, 3
removed from 2001 list (see
Table 3 for comparison).

Same as 2003.

Objectives and Strategies, pp. 11-13m
Articulates 8 objectives.

Adds an M&E objective (see
Table 4 for comparison).

Adds 2 strategies to objective
existing in 2001-2003;
coverage of these 2 strategies
implied under other existing
objectives (see Table 4 for
comparison).

Institutional and Financial Section not included. Although Same as 2003.
Implications, pp. 14-15. not specifically stated, coverage

of some similar issues inferred

via objectives.
Appendices No appendices. Same as 2003.
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Table 3. Comparison of Guiding Principles among the Agricultural Extension Policy Documents.

extension services will be determined by the District
Assemblies in consultation with MOFA, farmers, and
other stakeholders.

Agricultural Agricultural
i . . . . Extension Policy Extension Policy
Agricultural Extension Policy, Final Draft, April 2001. i . i .
(Abridged Version), | (Abridged Version),
October 2003. November 2005.
1. Extension services will be more demand-driven and client | 1.Same 1.Same
focused.
2. The agricultural extension services in Ghana will be
- . . . . 2.Same 2.Same
pluralistic, flexible and responsive to the changing socio-
economic environment of the rural sector.
3. The national agricultural extension system will ensure the
provision of adequate extension service to small-scale 3.Same 3.Same
resource poor farmers with special attention to women,
the youth and the physically challenged.
4. Extension services delivery to small-scale resource poor Not in 2003 Not in 2005
farmers will be funded by government.
5. Public sector funding of extension services will aim at
establishing a high degree of financial sustainability 4.Same 4.Same
through enhanced planning and prioritization of
commitments.
6. Agricultural extension should be open to new funding 5.Same 5.Same
mechanisms.
7. With the decentralization of government functions to the
District Assemblies, the ultimate responsibility for
decisions about the nature and level of publicly funded 6.Same 6.Same

8. Representative perspectives about the requirements of

Not in 2003; implied

Not in 2005; implied

engage in agricultural extension services delivery.

the farming community will be obtained by involving the under 2003 under 2005
community in problem identification, planning objectives. objectives.
implementation and evaluation of extension services.

9. The private sector would be encouraged to finance and 7.Same 7.Same

10. Agricultural extension (both public and private) will be

Not in 2003; implied

Not in 2005; implied

developing business and marketing skills of farmers.

cost effective and ensure accountability to beneficiaries under 2003 under 2005
and other stakeholders. objectives. objectives.
11.Extension services would be more pro-active in 8.Same 8.Same

12.Extension service delivery will be monitored by the
District Assemblies in conjunction with MOFA and
farmers to ensure high quality of services provided by the
private sector.

9.Same except
sentence ends
at...of services.

9.Same except
sentence ends
at...of services.

13.Human resource development should be continuous and
intensified at all levels.

10. Same

10. Same
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Table 4. Comparison of Objectives and Strategies among the Agricultural Extension Policy Documents.*

Agricultural Extension Policy, Final
Draft, April 2001.

Corresponding Objective/Strategy:
Agricultural Extension Policy
(Abridged Version), October 2003.

Corresponding Objective/

Strategy: Agricultural Extension
Policy (Abridged Version),
November 2005.

(i) MOFA will promote best
farmers practices.

3. Objectives/Strategies same

3.Same as 2003.

(ii) MOFA will support the
development and use of
different approaches to
extension delivery.

5. Objective/Strategies same.

5.Same as 2003.

(iii) MOFA will empower farmers
thought the formation of FBOs
and marketing co-operatives
in collaboration with the
Department of Co-operatives

(DOC).

2. Objective same. 2003 adds
Strategy: Establishing the
institutional framework for FBO
Development.

2.Same as 2003.

(iv) MOFA will operationalize the
roles and responsibilities of
the various levels of
governance (national, regional
and District) as defined under

the decentralization process.

6. Objective basically the same. 2003
adds 2 strategies: Ensure that all
service providers are well informed
on the provision of the new
extension policy. Encourage
formation and operationalization of
stakeholder fora...

6.Same as 2003.

(v) MOFA will increase the
efficiency and cost
effectiveness of publicly
funded extension services.

4. Objective/Strategies same.

4.Same as 2003 except 2005

adds 2 strategies: District
level planning/ implementing
plans. Setting research
agenda in participatory
manner.

MOFA will ensure relevance of

(vi)

service.

1. Objective basically same. Strategies
same.

1.Same as 2003.

Extension will contribute to
responding to HIV/AIDS,
environmental degradation,

(vii)

poverty reduction, gender,
equity and client
empowerment.

9. Objective same. 2003 deletes 2
2001 strategies which are implied
under other 2003 objectives:
Encourage farmers to undertake
activities that would help them
improve their food supply and
income situations. Promote the
growth and development of FBOs
as a means of empowering
farmers.

9.Same as 2003.

(viii) Government will undertake a
broad based human resource
development programme.

8. Objective/Strategies same.

8. Same as 2003.
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Agricultural Extension Policy, Final
Draft, April 2001.

Corresponding Objective/Strategy:
Agricultural Extension Policy
(Abridged Version), October 2003.

Corresponding Objective/
Strategy: Agricultural Extension
Policy (Abridged Version),
November 2005.

2001 does not have this objective.

7. Adds the new objective: To design
and implement an effective
monitoring and evaluation system
for agricultural extension services.
Also adds related Strategies.

7. Same as 2003.

* Some objectives are abridged. Strategies are not listed unless there are differences in Strategies among the

documents.
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B. GHANA AGRICULTURAL EXTENSION PoLicy (ABRIDGED VERSION) DECEMBER 2005

MINISTRY OF FOOD AND AGRICULTURE

DIRECTORATE OF
AGRICULTURAL EXTENSION
SERVICES

AGRICULTURAL
EXTENSION POLICY
(ABRIDGED VERSION)

DECEMBER 2005
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LIST OF ACRONYMS

AAGDS

AEA
AgSSIP-
AEDF
AIDS
CBO
CSIR
DADU -
DAES
DDA
DDO
DFID
DOC
FAO
FADSEP

FBO
FFS
GDF
GoG
GTz
HIV
M&E
MoFA

Accelerated Agricultural Growth and Development

Agricultural Extension Agent

Agricultural Services Sub-Sector Investment Project
Agricultural Extension Development Fund
Acquired Immune Deficiency Syndrome
Community Based Organisation

Council for Scientific and Industrial Research
District Agricultural Development Unit
Directorate of Agricultural Extension Services
District Director of Agriculture

District Development Officer

Department for International Development
Department of Co-operatives

Food and Agriculture Organisation

Food and Agriculture Sector Development Programme

Farmer Based Organisation
Farmer Field Schools

Gross Domestic Product
Government of Ghana

German Technical Co-operation
Human Immune-Deficiency Virus
Monitoring and Evaluation

Ministry of Food and Agriculture
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MTEF - Medium Term Expenditure Framework

NAEP - National Agricultural Extension Project
NARP - National Agricultural Research Project
NGO - Non-Government Organisation
PTD&E- Participatory Technology Development and Extension
RDA - Regional Director of Agriculture

RDO - Regional Development Officer

RELC - Research Extension Linkage Officer
SAP - Structural Adjustment Programme
TOT - Transfer of Technology

T&V - Training and Visits

UAES - Unified Agricultural Extension Services
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FOREWORD

Agricultural Extension Services in Ghana has gone through various things over the year. In
the 1980s and 1990s the Ministry of Food and Agriculture (MOFA) adopted the Training and
Visit System of agricultural extension. The concept of Transfer of Technology (TOT) by
Agricultural Extension Agents (AEA) was limited to reaching farmers with only information.
The Ministry also gave up its other function of inputs supply and distribution to farmers.
Above all, the removal of subsidies on agricultural inputs took away some of the incentives
the traditional extension service depended upon to attract farmers to adopt available
technology. Under the current Food and Agricultural Sector Development Policy (FASDEP)
the limited access to appropriate technology at all levels in the crop livestock and fisheries
sub-sector is recognized as one of the major obstacles to agricultural development. In addition
to all these, the decentralization of MoFA activities in 1997 has also brought its value changes
in the structure and management of the agricultural extension delivery service.

MoFA therefore needs to initiate strategies to respond to these challenges and ensure that
the effectiveness of the extension system is not only maintained but also improved upon.
Financing of agricultural extension services delivery need to be diversified in the face of
dwindling public funding. Private sector operators such as Farmer Based Organisation and
organized farmers and fishermen association need to be encouraged to contribute more to
the provision of extension services and also to participate in the delivery process through
farmer to farmer exchange of information and experiences.

This raises the need to provide a policy framework to guide demand-driven pluralistic system
within a liberalized and decentralized political economy. Whilst the decentralization process
will assist to make extension more participatory and demand-driven to respond to the specific
need of the various districts, the private sector needs to be encouraged to fund and deliver
services to farmers and fishermen.
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It is in response to these demands that MoFA with support from development partners,
notable German Technical Co-operation (GTZ) and the British Government Department for
International Development (DFID), initiated discussions on a new framework for an
agricultural extension policy in Ghana. The discussions were held at all levels, district,
regional and national with the involvement of major stakeholders including farmers,
fishermen, researchers, extensionists, non-governmental organisations, private sector
operators and politicians. This document therefore reflects the expectations and aspirations
of a cross-section of stakeholders in the agricultural sector of Ghana.

It is expected that with the implementation of objective couched from these policies, the
agricultural industry will be better served through pluralistic demand driven extension
services. This policy document is to be used is a guide for extension services delivery in the
country. It should also be viewed as a basis for further discussion aimed at achieving better
strategies for extension delivery and management in the country when situations change with
time and space.

KWAME AMEZAH (DR)

ACTING DIRECTOR

AGRIC. EXTENSION SERVICES
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1.0

1.1

INTRODUCTION

In June, 2003, the Directorate of Agricultural Extension Services (DAES) finalized the
preparation of an agricultural extension policy document and circulated it to a wide
range of stakeholders. This document is an abridged version of the policy document.
It is meant to be a quick reference to the major issues contained in the policy
document.

The Public Extension System - A Historical Perspective

Agricultural extension activities were initiated in Ghana in the nineteenth century by
the early missionaries and foreign owned companies involved in the production of
export crops such as coffee, cocoa and rubber. After independence, Ghana tried
various approaches including extension under the farmers’ co-operative movement
and several donor-assisted projects. In the 1970s and 80s all the departments of the
Ministry of Food and Agriculture, (MOFA) undertook separate extension services.
Agricultural extension was therefore fragmented among the various departments
within the ministry. In 1987 however, MOFA established the Directorate of
Agricultural Extension Services (DAES) to bring all splinter MOFA extension services
under the umbrella.

Since the beginning of the 1990s, DAES adopted the Training and Visit (T&V)
extension system nationwide. This extension initiative was supported with World
Bank funding through the National Agricultural Extension Project (NAEP), which was
implemented between 1992 and 1999. This project was set up and implemented to
help (a) improve the efficiency in the management and delivery of extension services
(b) improve the relevance of technology available to farmers and (c) strengthen the
technical department of MOFA.

Ministry of Food and Agriculture is also experimenting with various alternative
extension approaches such as Participatory
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1.2

Technology Development and Extension (PTD&E) and Farmer Field Schools (FFS)
among others, in collaboration with development agencies like the German Technical
Co-operation (GTZ) and the Food and Agriculture Organisation (FAO). The role of the
Agricultural Extension Agent (AEA) under these approaches is one of facilitating
learning among farmers instead of only transferring technology. The results of the
experimental projects have indicated enhanced knowledge and skills among farmers.
This has been attributed to the fact that farmers have become part of the decision
making process. MOFA is therefore encouraged to continue with such initiatives in
order to empower farmers to make better judgment of their own performance.

Research-Extension Linkage

Most of the agricultural research done in Ghana is under the supervision of the
Council for Scientific and Industrial Research (CSIR) which is under the Ministry of
Environment, Science and Technology (MEST) while extension is carried out by MOFA.
In 1991, the Research Extension Linkage Committees (RELCs) were formed in the five
(S) ecological zones to forge a close working relationship between research, extension
and farmers. The responsibility of these RELCs is to assess the adoption of
technologies by farmers, review research and extension programmes. Assess their
relevance to agricultural development in the various zones and make appropriate
recommendations.

The RELCs have played a significant role in staff training and have influenced the
quality of research and extension programmes by promoting technologies that are
relevant to the needs of farmers. However, a major shortcoming of the RELC, which
currently based on the five agro-ecological zones, is their inability to respond to the
specific needs of the regions and districts.
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1.3

1.4

Decentralization

Ghana inherited a highly centralized system of government from colonial
administration. This has been criticized for its inefficiency and inability to respond to
location-specific needs of the populace. The 1992 constitution therefore made
provision for the decentralization of the government machinery. The aim was to (a)
create a conducive environment within which people could participate in their own
development and (b) encourage self-help, local responsibility and ownership of
development programmes.

In line with government policy, the decentralization of MOFA started in 1997. This
has resulted in the transfer of responsibilities including administration and the
provision of services to the District Assemblies while at the regional and the national
levels, attention has focused on policy planning, co-ordination, technical
backstopping, monitoring and evaluation.

The Role of the Private Sector in Extension Delivery

The last decade has seen an upsurge in private sector involvement in the provision of

extension services in the country. Producer organisation, buyers, processing and
export companies provide extension services for specific agricultural commodities on
cost recovery basis, where costs are recovered through service charges deducted from
payments to farmers at the time of sale. This extension system however, tends to focus
on high value crops, like cocoa, cotton, oil palm, cashew, pineapple and vegetables.

There has also been an increase in the involvement of Non-Government Organisation
(NGOs) in the funding and delivery of extension services in Ghana. Their services
generally address the needs of specific client groups and are often community focused
in most cases, the NGOs complement the activities of the public services and work in
partnership with the publicly funded extension agents. One of their strategies is to
provide commodity- specific inputs such as seedlings and credit.
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2.0
2.1

2.2

THE EXTENSION POLICY
The Need for a New Agricultural Extension Policy

Agricultural extension services in Ghana have undergone considerable changes in the
past four decades Changes in the political economy of the country, particularly the
liberalization of the economy, increased private sector participation in service
provision, decentralization of governance and the focus on poverty reduction calls for
a review of our agricultural development efforts.

In line with government’s new objectives, agricultural extension needs to focus on:

= Ensuring equity in the distribution of the benefits from development
= Improving rural livelihood and
= Reducing poverty especially among rural women, the youth and the physically
challenged.
Agricultural extension efforts, therefore, need to respond to the needs of the poor and
the socially disadvantaged segments of society.

Extension delivery is still constrained by a number of factors such as high cost of
agricultural inputs, inadequate credit to farmers, poor rainfall distribution,
inadequate processing and marketing facilities and high incidence of pests and
diseases among others. There is a need to develop strategies to support farmers to
respond to these challenges.

A Vision for the Future of Agricultural Extension Services.

In the short to medium term (2-10 years), an efficient and demand-driven extension
service in a decentralized system would be established through partnership between
the government and the private sector. It is envisaged that clients (farmers and other
users of services) would participate in
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extension programme formulation, implementation, monitoring and evaluation to
ensure that their needs are met.

The extension delivery system will not only be concerned with technological issues,
but will also deal with general livelihood issues of importance to farming communities
including marketing, health (HIV/AIDS), Guinea-worm etc., equity in services delivery
and poverty.

2.3 Mission Statement

Ministry of Food and Agriculture will work with the regional and district
administration to ensure that extension services contribute in an effective and
efficient way towards the social and economic development of Ghana through:

Addressing the specific needs of farmers, especially the rural poor in the
effort to reduce poverty.

Ensuring that farmers adopt environmentally sustainable methods

Raising agricultural productivity and

Creating an enabling environment for private sector participation in the
funding and delivery of extension services.

2.4 Guiding Principles

In order to realize the vision stated above, extension services delivery will be guided
by the following set of principles:

1.

Extension Services will be more demand-driven and client-focused
Agricultural extension services in Ghana will be pluralistic, flexible and
responsive to the changing socio-economic environment of the rural sector.
The national agricultural extension system will ensure the provision of
adequate extension services to small-scale and poorly resourced farmers, with
special attention to women, the youth and the physical challenged.

10
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10.

Public sector funding of extension services will aim at establishing a high
degree of financial sustainability through enhance planning and prioritization
of commitments.

Agricultural extension will be open to new funding mechanisms.

With the devolution of government functions to the District Assemblies, the
ultimate responsibility has decisions on the nature of publicly funded
extension services will be determined by the District Assemblies in
consultation with MOFA farmers and other stakeholders.

The private sector will be encouraged to finance and engage in agricultural
extension services delivery to a greater extent.

Extension services will be made more pro-active in developing business and
marketing skills of farmers.

Delivery of extension services will be monitored by the District Assemblies in
conjunction with MOFA and farmers to ensure high quality service.

Human resource development will be made a continuous process and will be
intensified at all levels.

2.5.0 Policy Objectives and Strategies

The new extension policy is based on nine objectives. These policy objectives have
been grouped under four main categories as follows:

Promoting farmer demand-driven extension

Promoting efficient and effective management and operations of agricultural
extension

Promoting capacity building for extension

Incorporating emerging topical issues into agricultural extension.

11
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2.5.1 Promoting Farmer Demand-Driven Extension

Objective 1

To promote farmer driven extension and research to ensure that services provided are
relevant to farmers. Strategies to be adopted are;

Strengthening linkages among farmers, extension workers and researchers.
Involving clients in planning and evaluation of extension activities.

Establishing functional RELCs at the zonal and regional levels.

Encouraging the RELCS to source funds from the private sector including farmers,
farmer organisations and other institutions to support research activities.

Objective 2

To empower farmers through the formation and development of FBOs in the areas of
marketing and agro-processing in collaboration with the Department of Cooperatives (DOC).
This objective will be supported by MOFA through:

+
+

Establishing the institutional framework for FBO Development

Collaborating with other agencies in facilitating the formation, sustenance and
management of new FBOs,

Strengthening the capacities of all FBOs particularly in leadership and managerial
skills.

Providing appropriate information on credit land acquisition and marketing among
others.

Objective 3

To promote best agricultural practices. Strategies to be used are:

+

+

Collating, documenting and assessing, existing technologies (from research
institutions and indigenous practices)
Ensuring strong research-extension farmer linkages.

12
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+ Ensuring the participation of all stakeholders in technology generation, adaptation
and dissemination
+ Ensuring human resource development at all levels.

2.5.2 Promoting Efficient and Effective Management and Operations of Agricultural
Extension

Objective 4

Ministry of Food and Agriculture (MOFA) will increase the efficiency and cost effectiveness
of publicly funded extension services. Options for improving the effectiveness and
efficiency will include:

+ Providing a clear definition of target beneficiaries, types of publicly funded extension
they should expect to receive and the cost of providing hose services.

+ Placing more emphasis on working with farmer groups

+ Encouraging private sector participation in extension delivery and funding.

+ Exporting the possibility of cost sharing (where a proportion of the cost of services is
charged to the users of that services)

+ Supporting the setting up of an Agricultural Extension Development Fund to promote
private sector participation in extension

+ District level planning/implementing plans

+ Setting Research Agenda in participatory manner

Objective 5

To broaden extension services delivery to include other extension approaches. Strategies
to be adopted to achieve this shall include:

+ Reviewing various extension approaches with the view to assessing their suitability
+ Developing and maintaining links with local and international organisations to
identify the most appropriate approaches.

13
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Supporting the development and piloting of various approaches in collaboration with
private sector providers.

Encouraging a range of organisations/agencies including NGOs, private sector
companies and public organisations to provide extension service

Elaborating extension indicators and quality standards to service providers
Ensuring that activities of all service providers are coordinated and monitored to
ensure effectiveness of service

Training all staff (including other service providers) in the use of alternative extension
approaches.

Disseminating information on appropriate approaches to all extension services
providers.

Objective 6

To ensure that appropriate institutional structures and capacity are developed at all
implementation levels to operate the new Agricultural Extension Policy. Ministry of Food
and Agriculture will operationalize the roles and responsibilities of the various levels of
governance (national, regional and district) as defined under the decentralization process.
To achieve this objective Ministry of Food and Agriculture will:

+

Revise its decentralization handbook to ensure all categories of staff are clear about
their roles and responsibilities.

Enhance human resource capacity at the district level

Monitor extension activities at the district level to ensure conformity with national
extension policy

Ensure that financial decentralization becomes operational

Ensure that all service providers are well informed on the provisions of the new
extension policy.

Encourage the formation of operationalization of stakeholder fora at the regional and
district levels to ensure the participation of all agricultural service providers in the
planning implementation, monitoring and evaluation of extension.

14
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Objective 7

To design and implement an effective monitoring and evaluation system for agricultural
extension services.

Strategies include:

+

Develop and implement an extension M&E system based on the MTEF framework by
involving major stakeholders in planning, monitoring and evaluation of activities.
Link M&E systems of the different levels (national, regional and district).

Undertake baseline survey of present performance of the Agricultural Extension
System.

Develop capacity of staff in M&E activities.

2.5.3 Promoting Capacity Building for Extension

Objective 8

To attain a broad based human resource development programme by ensuring continuous
capacity building of agricultural development workers. This objective will be achieved by:

+

+

Enhancing career development through in-service training professional skills
upgrading and managerial skills development.

Training of agricultural extension workers (public and private) in areas of group
formation and dynamics, gender issues, programme planning and alternative
extension approaches to enable them work more effectively with farmer groups.
Re-orientating the curricula of Agricultural Training Colleges and Universities to take
into account the development of skills for the private sector NGOs, FBOs and CBOs
who will be engaged in extension service delivery. Areas to be considered will include
group formation, principles of financing credit administration and marketing. The
curricula will also address emerging topical issues such as health, gender in
agriculture and the environment.

15
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2.5.4. Incorporating Emerging Issues into Agricultural Extension
Objective 9

To respond to the emerging issues of HIV/AIDS pandemic, environmental degradation and
poverty reduction. Extension efforts will also focus on the areas of gender, equity and client
empowerment as they relate to sustainable agricultural production. To achieve this objective,
Ministry of Food and Agriculture will:

+ Develop and implement activities that would respond to the national poverty efforts.

+ Collaborating with relevant MDAs (e.g. Health, Education, Social Welfare) to fight
the HIV/AIDS pandemic.

+ Develop extension activities to focus on the relationship between natural resource
management, poverty reduction, increased food supply and income.

+ Ensure equity in agricultural services delivery by improving access to vulnerable
groups, including women, the youth and the physically challenged.

+ Promote environmentally friendly agricultural production activities.

16
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C. FORUM AGENDA

AGRICULTURAL EXTENSION POLICY FORUM

Tuesday and Wednesday, May 12 and 13, 2015

11:00 am - 5:00 pm, May 12

8:30 am - 5:15 pm, May 13

Best Western Accra Airport Hotel, Accra, Ghana

1:00 pm —1:25 pm

e Prayer

e Modernizing Extension and Advisory
Services (MEAS)

e Agriculture Policy Support Project (APSP)

e MOFA

TUESDAY, MAY 12, 2015
Session Chair: Joseph Faalong, Regional Director of Agriculture, Regional Coordinating Council, Upper West Region,
Wa
Time Activity Responsible
11:00 am —12:50 pm Registration APSP
11:30 am —12:30 pm Hosted Lunch APSP
Welcome & Opening Remarks
Participant

Dr. Paul McNamara, Director, MEAS

Mr. Walter Nunez-Rodriguez, COP, APSP
Dr. Kwame Amezah, Acting Chief Director,
MOFA

1:25 pm —1:45 pm

Introductions

Master of Ceremonies (MC):
Mr. Theophilus Osei Owusu, Deputy Director,
DAES

1:45 pm —2:00 pm

Working Definition of Policy
Purpose/Objectives of Forum, Agenda
Overview, Housekeeping

Mr. Gabriel Owusu, Deputy Director, DAES

2:00 pm —2:15 pm

Participant Expectations

Mr. Emmanuel
DAES

Odame, Deputy Director,

2:15 pm —2:35 pm

Liberia’s National Agricultural Extension

Policy

Dr. Moses Zinnah, Director, Programme
Management Unit, Ministry of Agriculture,

Liberia

2:35 pm —2:55 pm

Agricultural Extension Policy Issues

Dr. Paul McNamara, MEAS

2:55 pm —3:15pm

Agricultural Extension Policy: Preliminary

Findings from the Field

Dr. Vickie Sigman, MEAS

3:15 pm —3:30 pm

Tea Break

African Forum for Agricultural Advisory

3:30 pm —3:45 pm Services (AFAAS) & Policy Standing | Mr. Gabriel Owusu, DAES
Committee
Ghana Policy: Overview, Themes, & .

3:45 pm —4:00 pm o Mr. Gabriel Owusu, DAES
Principles

4:00 pm —4:15 pm

Organizing Groups by Theme

Dr. Vickie Sigman, MEAS

4:15 pm —4:55 pm

Group Review of Policy, Discussion, &

Summary Preparation by Theme

Groups/Group Facilitators

4:55 pm —5:00 pm

Tomorrow’s Activities & Close

Chair/MC
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WEDNESDAY, MAY 13, 2015
Session Chair: Joseph Faalong, Regional Director of Agriculture, Regional Coordinating Council, Upper West Region,

Wa
Time Activity Responsible
8:30 am —8:45 am Registration APSP

Opening Prayer »

i X Participant
8:45am —9:00 am Welcome, Review of Yesterday and Today’s .
I Chair/MC

Activities, Announcements

9:00 am —10:15am | Group Reports: Review of Policy by Theme | Groups/Rapporteurs

10:15am—-10:30am

Tea Break

10:30am—-11:20am

Group Work: Progress & Constraints and
Gap & Change Analyses by Theme

Groups/Group Facilitators

11:20 am
noon

- 12:00

Group 1 & 2 Reports: Progress & Constraints
and Gap & Change Analyses

Groups/Rapporteurs

Noon —12:05 pm

Explanation: Policy Standing Committee

Sign-Up

Mr. Gabriel Owusu, DAES

12:05 pm —1:00 pm

Hosted Lunch

1:00 pm —2:00 pm

Group 3, 4, & 5 Reports: Progress &
Constraints and Gap & Change Analysis

Groups/Rapporteurs

2:00 pm —2:15 pm

Plenary
Additional Progress & Constraints and Gaps
& Changes

Ms. Hannah Nyamekye, APSP

2:15 pm —2:45 pm

Group  Development of  Prioritized

Recommendations by Theme

Groups/Group Facilitators

2:45 pm —3:15 pm Groups 1 & 2 Reports: Recommendations Groups/Rapporteurs
3:15 pm —3:30 pm Tea Break
3:30 pm —4:15 pm Group 3, 4, & 5 Reports: Recommendations | Groups/Rapporteurs

4:15 pm — 4:40

Plenary
Acting on Priority Recommendations: The
Way Forward

Mr.  Maxwell Agricultural

Economist, APSP

Agbenorhevi,

4:40 pm —4:50 pm

Evaluation

MEAS/APSP

4:50 pm = 5:15 pm

Closing Remarks

Dr. Fenton Sands, Senior Food Security
Officer, USAID/Ghana

Chair
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D. LiST OF PARTICIPANTS
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E. INTRODUCTION TO THE AGRICULTURAL EXTENSION PoLicy FORUM
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F. PARTICIPANT EXPECTATIONS

(Note: Some paraphrasing for purposes of clarity.)

10.
11.

12.
13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.
24.
25.

26.
27.

28.
29.
30.
31.

Proposals for the development of an Extension Policy elaborated.

Sharing of rich experiences to enhance Ghana’s agricultural extension policy to ensure gender equity
and improve multinational status of all in Ghana.

Expect Forum to come out with actionable and focused recommendations.

| expect to know how extension agriculture activities are well coordinated and executed with minimal
cost. And that agricultural extension officers will be supported to give of their best in the district to
improve food security.

The Policy Forum should empower the private sector to extend services to the farmers in rural areas.
Identify appropriate/best approaches in delivering agricultural extension in Ghana.

| expect that we shall have a policy that will guide the District Assemblies to offer agricultural
extension and the needed support to achieve their full human resource development to promote
improved agricultural extension delivery in Ghana.

At the end of the programme, MOFA will have a workable policy on agricultural extension.
Understand the agriculture extension policy of Ghana. Learn from other African countries agricultural
extension policies.

Current state of extension policy in Ghana and identify gaps.

To better understand the existing policy. Be exposed to the experiences of those from diverse
organisations. Then how the MOFA intends to continue the process.

To learn from the policy process of Ghana so as to share with other African countries.

My expectation is that this Forum will produce an honest and open discussion of agricultural
extension policy and implementation issues.

To learn about the policy development process as it relates to the national agricultural extension
policy.

That creative and innovative approaches to the delivery of extension services are discussed in support
of MOFA’s agricultural extension policy.

This workshop will come out with a working policy that would address Ghana’s extension sector. The
outcome of this workshop would contribute towards the development of the agricultural sector in
Ghana.

Open dialogue to solicit opinions to shape a workable agricultural extension policy for Ghana.
Demand-drive a client-focus extension and advisory services in Ghana will define productivity and
commercialization.

To get a good understanding of the agricultural extension policy and how it will work for the good of
farmers.

To see a framework of agricultural extension policy in place.

To get information on Government of Ghana — USAID modalities for pro-poor extension for poverty
reduction, if any. To learn and share about alternative extension delivery methodologies.

Farmer quality of life and incomes would be improved. Empowerment of extension staff. Timely and
adequate release of funds.

That as part of the national policy on agriculture, the District Assemblies will be mandated to come
out with various policies to guide and support the development of agriculture in the district.

An innovative extension that is adaptive and gender responsive.

A policy that will push for incentives for extension agents.

Better understanding of the extension policy. Challenges in extension policy implementation and the
way forward.

Build extension agent capacity to facilitate the development of farmers.

At the end of the programme | expect that we will come out with a very good agricultural extension
policy which will ensure food security

Recommendation addressing pricing of extension services.

I hope to learn new ideas from other extension policy documents elsewhere.

To listen and understand about the different agricultural extension policies from other countries.
There will be an updated agricultural extension policy to meet the needs and aspirations of Ghana’s
farmers.
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32.

33.
34,

35.

36.

37.

38.

39.

40.

41.

42.

43,
44,

45.

46.

Fine-tune and further develop a national agricultural extension policy that will address the concerns
of all the actors in the agricultural value chain.

To learn more about the agricultural extension policy.

Learn from other participants. Emergence of new ideas in extension. Comprehensive draft extension
policy.

To come up with guidelines for implementation of Ghana’s extension policy: source of funds,
strategies for implementation, M&E.

To better understand how District Assemblies and District Departments of Agriculture will work
together to develop local extension priorities that will have impact on local/district economies and
communities.

To get to know more about the agricultural extension policy and the processes in Ghana.

To understand the steps and stages of policy review used in Ghana.

An adaptive extension policy. Gender reflective extension policy.

Learn how decentralization is working

Review of policy will contribute to increased agricultural productivity at the district, metro, and
municipal assembly levels.

| expect to hear from other places/countries how policy has helped agricultural extension agents
deliver better services to farmers.

A policy that will encompass the changing trends in the agricultural landscape.

By the end of the second-day of the programme, | expect that a workable strategic extension services
policy will be generated that is in-line with the Government of Ghana.

Policy should increase farmer uptake of certified seed and extension services. An improved national
extension policy.

| expect to learn how the agricultural extension policy can be operationalized to make extension
delivery meaningful and relevant for increase agricultural productivity.
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G. LIBERIA’S NATIONAL PoLICY FOR AGRICULTURAL EXTENSION AND ADVISORY SERVICES
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H. ELEMENTS OF EFFECTIVE EXTENSION POLICIES
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l. PRELIMINARY FINDINGS FROM THE FIELD — FARMER PERSPECTIVES ON PoLicy
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J. ESTABLISHING AND STRENGTHENING NATIONAL MULTI-STAKEHOLDER PLATFORMS
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K. OVERVIEW OF GHANA’S AGRICULTURAL EXTENSION PoLicy
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L. ORGANIZATION OF WORKING GROUPS BY PoLicY THEME

Dear Forum Participant:

At the Forum, working groups will be organized around each of five themes from the Ministry
of Food and Agriculture (MOFA), Directorate of Agricultural Extension Services (DAES),
Agricultural Extension Policy (Abridged Version 2005)’. These themes are identified in the
Theme Chart (following on page 2 of this document) along with their corresponding Policy
Objectives and related Guiding Principles, all from the Policy.

You will be asked to select a group/theme in which to participate. We will appreciate your
working with that particular group/theme over the two days of the Forum. To promote
dialogue and exchange of ideas and experiences, we would like groups to be comprised of a
mix of 10-12 people maximum from the different sectors (public, private, and civil society)
and from the different geographic areas represented at the Forum.

There will be three group exercises:

1. Review, summarize, and report out on the theme.

2. Analyze progress and constraints to progress as well as gaps and changes related to
the theme, and report out.

3. Develop prioritized recommendations addressing theme constraints, gaps, and
changes and report out.

To facilitate your timely selection of a group/theme, please
review the Theme Chart in advance.

THEME CHART: AGRICULTURAL EXTENSION POLICY CONTENT CATEGORIZED BY THEME

FROM 2005 AGRICULTURAL EXTENSION POLICY DOCUMENT

FRAMED BY POLICY GUIDING

POLICY OBJECTIVE
PRINCIPLE

THEME

'see polic 11-16 for details
(see policy pp f ) (see policy pp 10-11 for complete text)

l. #1. To promote farmer driven extension and . .
. (1) Services will be more demand-
research to ensure that services . .
FARMER ) driven and client-focused.

provided are relevant to farmers.

DEMAND-

7 Copy included in your folder.
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FROM 2005 AGRICULTURAL EXTENSION POLICY DOCUMENT

FRAMED BY PoLICY GUIDING
POLICY OBJECTIVE
THEME PRINCIPLE
(see policy pp 11-16 for details) (see policy pp 10-11 for complete text)

DRIVEN #2. To empower farmers through the

EXTENSION formation and development of FBOs in (8) Services will pro-actively develop

the areas of marketing and agro- farmers’ business and marketing

(pp 12-13) processing in collaboration with the skills.

Department of Co-operatives (DOC).
#3. To promote best agricultural practices.

(3) National system will ensure
services to small-scale and poorly
resourced farmers, with special
attention to women, youth, and
the physically challenged.

1.

MANAGEMENT #4. MOFA will increase the efficiency and (4) Public sector funding of services

AND cost effectiveness of publicly funded will aim toward financial

OPERATIONS OF extension services. sustainability.

EXTENSION: (5) Extension will be open to new

PARTA funding mechanisms.

(pp 13-14) (7) Private sector financing and
engagement in service delivery will
be encouraged.

#5. To broaden extension services delivery (2) Services will be pluralistic, flexible,
to include other extension approaches. and responsive.

#6. To ensure that appropriate institutional
structures and capacity are developed at | (6) Nature and level of publicly-funded

. all implementation levels to operate the services will be determined by

new Agricultural Extension Policy. MOFA District Assemblies in consultation

MANAGEMENT will operationalize the roles and vl s ainel eilhar

AND responsibilities of the various levels of stakeholders.

OPERATIONS OF governance (national, regional and

EXTENSION: district) as defined under the

PART B decentralization process.

(pp 14-15) . . , (9) Monitoring of services will be

#7. To design and implement an effective . L .
monitoring and evaluation system. carrled-?ut by District Assemblies
along with MOFA and farmers.

(10) Human resource development will

V. #8. To attain a broad based human resource be a continuous and intensified

development programme by ensuring

process
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FROM 2005 AGRICULTURAL EXTENSION POLICY DOCUMENT

FRAMED BY POLICY GUIDING

POLICY OBJECTIVE -
THEME PRINCIPLE
'see polic 11-16 for details
(see policy pp f ) (see policy pp 10-11 for complete text)
CAPACITY continuous capacity building of
BUILDING FOR agricultural development workers.
EXTENSION
(pp 15)
v #9. To respond to the emerging issues of

INCORPORATING
EMERGING
ISSUES

(pp 16)

HIV/AIDS pandemic, environmental
degradation and poverty reduction.
Extension efforts will also focus on the
areas of gender, equity and client
empowerment as they relate to
sustainable agricultural production.
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M. ORGANIZING GROUPS BY THEME
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N. THEME | — FARMER DEMAND-DRIVEN EXTENSION

APPENDIX N:
Theme I: Farmer Demand-Driven
Extension

APPENDIX AA.
THEME 1: FARMER DEMAND-DRIVEN EXTENSION
GROUP 1

MEMBERS:

FARMER DEMAND-DRIVEN EXTENSION

Objective 1: To promote farmer driven
extension and research to ensure that services
provided are relevant to farmers.

Explanation: Farmers play a lead role in defining
the type of services that they needi.e. bottom-up
approach

Exercise 1: Summary

To increase farmers’ voice, leadership
and ownership in solving their
problems i.e. research and production
problems
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Objective 2: To empower farmers Explanation: Build strong farmer

through the formation and institutions for a collective voice to
development of FBOs in the areas of ensure participation in decision
marketing and agro-processing in making, advocacy and access to
collaboration with the department of relevant information

cooperatives

Objective 3: To promote best
agricultural practices

Explanation: Managing existing Exercise 2:

technologies and participatory generation Progress, Constraints, Gaps, Changes
of new ones —i.e. scaling down and

scaling up.
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Exercise 3: Recommendations
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O. THEME Il - MANAGEMENT AND OPERATIONS OF EXTENSION PART A
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P. THEME Il — MANAGEMENT AND OPERATIONS OF EXTENSION PART B

APPENDIX P:
Theme lll: Management and

Operations of Extension: Part B
(Decentralization & M&E)

LIST OF GROUP 3 MEMBERS

AWAL SUHUYINI
ANTOINETTE NYAKPENU

ISSAKA B. BASINTALE Exercise 1: Summary
HARUNA A. ZURE

ZIM ALHASSAN

JOSEPH Z. FAALONG

SETH D. BOATENG

OWUSU GABRIEL

SUMMARY OF OBJECTIVE 6&7

« TO FACILITATE INSTITUTIONAL REFORMS
TO IMPLEMENT COLLABORATIVE
EXTENSION SERVICES THAT INTEGRATE Thank You
OPERATIONS AT THE RELEVANT
GOVERNANCE LEVEL*
* TO DESIGN AN INSTITUTIONAL
FRAMEWORK OF MONITORING AND
EVALUATION OF EXTENSION SERVICES AT
ALL LEVELS
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EXERCISE 2: Progress,
Constraints, Gaps, Changes

Exercise 3: Recommendations

PROGRESS

CONSTRAINTS

GAPS

CHANGE ANALYSIS

= M&E Unit at the
Ministry and
Regional Offices

» Presenceof
Extension Units at
all levels

* Low M&E
Capacity Index
at the District
level

# Knowledge
Accountability
Low budgetary
allocation at all
levels

vV

+ No functional
ME&E Unit for
Extension Unit
at the Ministry
and Region

+ Low Extension
Services
Delivery
activities in the
District Plans

# Clear and Budgets
understanding of | + Lack of
roles and mandatory
ponsibilities ling Agric
# Inadeq Sub i
AEAs

Extension by radio, E-
Extension, Evidenced-
Base Extension

Accountability in terms
of Extension
Monitoring
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Q. THEME IV — CAPACITY BUILDING FOR EXTENSION

Group Members

* Victor Lolig

APPENDIX Q: * Dr. Bernard My-Issah

* Martin A. Kuzie

Th eme |V » Charles Akwotiga
* Kwaku-M Nudanu

Capacity Building for Extension v iicesh
* Nana Aisha
+ Wyomia Boamah
+ Oliver Ferguson

Objective 8

+ Imparting knowledge and skills to frontline staff (Public and
Private). Covering broad based capacity building.

* For Staff Provide technical and management skills to frontline staff, to ensu
they are able achieve career advancement and personal ambition.

Exe rCI S e 1 . 5 U m m a ry * For Farmers Gives an overview of relevant services that should provided by

the extension system(public and private).
= Fg. Gender issues, group formation and dynamics.

= For Educational Institutions Consultation with stakeholders to help develog
curricula to address changing needs of the sector.
* Eg Financing, Admini: [ reting, health

AREAS OF PROGRESS

* Most training is demand driven based on needs

Exe rC|Se 2: Progress & determined on the ground . -
' - NGDaand oter privce actvs ako deveop robing based on foccbock ram
OnStraIntS, aps anges NEosand ol

* There is increased use of data analysis to determine
training needs
* MOFA has recently introduced ‘results based’ reporting
* NGOs are heavily involved in financing and providing ‘in-
service’ training for frontline staff (public and private).
= Collaborate with MOFA to organize and dellver training
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CONSTAINTS

* MOFA should be providing monthly training, but has not been
able to because of lack of resources
* Trainings are often merged with monthly meetings and isn't adequate

* It is difficult to access up to date information in country

* It is difficult to obtain current and accurate data to determine
farmer needs

* Because of the large numbers of extension actors, there can
be duplication of training

* Some civil society organizations don’t formally notify Districts of
activities

* Inadequate access to testing facilities (eg. soil testing) and
sufficient data to track training

GAPS

+ Inadequate consultation of stakeholders in curriculum developme

+ Support for logistics for extension officers to deliver information t
the farmers

+ Uncertainty within the public system as to who is responsible for
training in decentralization process (Dist? Region? Central?)

+ Farmer behaviour and attitude towards farming

CHANGE ANALYSIS

+ Strenthening FBOs to be able to serve themselves (farmer to farmer
training)
* Harmonizing information and technology by various stakeholders

+ All stakeholders should make themselves known formally in
districts/regions

+ Development of infrastructure to help promote service delivery

* Continue to promote results based reporting

CONTRAINTS

+ Private sector providers also face inconsistent financing
+ Private providers do not provide training for overall career
development of frontline staff

* There is currently a freeze on hiring new staff or replace retiring
staff

CHANGE ANAYSIS

+ Training needs to be timely and relevant

+ Broader consultation with training institutions and stakeholders o
the design of curriculum

* Clear definition of roles and structure under decentralization
structure

+ Consistent source of funding for agriculture development (DACF,
DDF, IGF)

+ Behavioural and attitudinal training for famers
* Training for addressing the needs along the entire value chain
+ Informal education for farmers (functional literacy)

GROUP 4
EXECERCISE #3

Prioritized recommendations
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EXERCISE 3: Recommendations

RECOMMENDATIONS

* The policy should outline funding of capacity building DDF/DACF/
PPP/ IGF/GOG etc. as possible funding sources

+ The policy should harmonize capacity building activities of all
stakeholders(training institutions, non-state actors, MOFA etc)
within the extension service sector

RECOMMENDATIONS

* Frequent d 1d driven training which is gender sensitive and
responsive to farmers needs.

+ Clearly defined capacity development plan
+ Collaboration between public and private sector

* Good understanding of the policy by all stakeholders
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R. THEME V — INCORPORATING EMERGING ISSUES
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S. EXTENSION PoLicy STANDING COMMITTEE MEMBERS

Peasant

Ms. Victoria Programme Farmers 0302 254518;
o peasantfarmersghana@yahoo.com

Adongo Manager Association of 024 4657451

Ghana (PFAG)

. Executive AFAAS-Ghana .
Mr. Seth Ashiamah 0243 235 659 | ashiamah.seth@yahoo.com
Member Chapter
Savelugu-

Quartey

Mr. Mahama Nanton District - | 024 355 c/o Mr. Francis Neindow
. Lead Farmer . )
Alhassan Seidu Northern 1953 francisneindow@gmail.com
Region
Ms. Queronica . . . . . .
Representative | Action Aid 020823 0178 | Queronica.quartey@actionaid.org

Association of

. Executive Church-based
Mr. Malex Alebikiya . 024 478 5305 | amalex@acdep.org
Director Development
NGOs (ACDEP)
Agricultural . .
Mr. Vesper Suglo Private Sector 024 438 8275 | jackvesper@yahoo.com
Consultant
Agricultural
Mr. Maxwell Agricultural Policy Support . o
. . . 057 769 9985 | magbenorhevi@agripolicyghana.org
Agbenorhevi Economist Project - USAID
Ghana
Mr. Joseph Yeng Regional Upper West .
. . 020 202 6411 | joefaalong2000@yahoo.co.uk
Faalong Director Region
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T. PARTICIPANT EVALUATION FORM
The Forum has several stated objectives and some expected results.
For each question below please put an X in the box that best describes your opinion.

When completed, please fold and give this sheet to one of the Forum Facilitators.

Completely Mostly Slightly Slightly Mostly
Disagree Disagree Disagree Agree Agree

Completely
Agree

1. Shared understanding of
Ghana’s current national
Agricultural Extension Policy
was developed among Forum
participants.

2. | was able to voice my opinions
and perspective on the issue of
extension policy in Ghana.

3. Policy implementation progress
and constraints were assessed.

4. Gaps and possible changes in
the existing policy were
identified.

5. Recommendations to address
constraints to progress were
identified.

6. Recommendations to address
gaps and possible changes were
identified.

7. Ways to move forward with
recommendations developed
were identified.

8. The opinions and perspectives
of key stakeholders have been
heard and taken into account in
this Forum.

9. Overall, high quality work was
accomplished at the Forum.

Any comments you may have about the content and quality of the Forum will be much appreciated.

Thank You
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U. PARTICIPANT EVALUATIONS AND PARTICIPANT COMMENTS

Results of Participant Evaluations (number of cases: 40)

Percent Participants Responding

Completely Mostly Slightly Slightly Mostly Completely
Disagree? Disagree Disagree Agree Agree Agree
1. Shared understanding of Ghana’s
current national Agricultural 3% 0% 5% 16% 42% 349

Extension Policy was developed
among Forum participants.

2. | was able to voice my opinions
and perspective on the issue of 5% 0% 3% 5% 40% 48%
extension policy in Ghana.

3. Policy implementation progress

. 5% 0% 0% 10% 45% 40%

and constraints were assessed.

4. Ga.ps. and p955|b|e change.s.m the 5% 0% 59% 0% 48% 43%
existing policy were identified.

5. Recommendations to address
constraints to progress were 5% 0% 0% 5% 48% 43%
identified.

6. Recommendations to address
gaps and possible changes were 3% 0% 0% 3% 58% 37%

identified.

7. Ways to move forward with
recommendations developed 0% 3% 5% 13% 38% 43%
were identified.

8. The opinions and perspectives of
key stakeholders have been heard

0, 0, 0, 0, 0, 0,
and taken into account in this 0% 3% 0% 8% >1% 38%
Forum.
9. Overall, hlgh quality work was 3% 0% 0% 8% 56% 33%
accomplished at the Forum.
Total across Questions 3% 1% 2% 7% 47% 40%

8 One or two respondents completely disagreed with the majority of statements. One stated this was largely
because the Forum should have invited more people from the South. Why the other respondent completely
disagreed with the majority of statements is not known.
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Participant Comments (some paraphrasing for purposes of clarity):

10.

11.
12.

13.
14.
15.
16.

17.
18.

19.

The commitment to the review of the policy document was made by key stakeholders. The review
was represented by a wide-range of key institutions and is was widely-accepted that there is need to
work to finalize the document. The commitment to the process is high.

Several unrealistic approaches and recommendations that do not take realities into account, worry
me.

There was deep content of high quality. Perhaps to consider course of studies leading to higher
qualifications for extension staff. Capacity building should not only consider in-service or on-the-job
training.

The policy document is excellent. The only problem is that we have lost 10 years which must be
made-up first.

Hotel accommodation was not properly planned for the first night by USAID. | had to pre-finance the
first night. Facilitators were excellent! The process was participatory.

At least some logistics should have been provided for those from Accra.

The way forward for the development of this policy document is for champions to lead the way with
political commitment.

Was great but need more time for group work where issues were discussed.

The Standing Committee should agree to their first meeting date before the end of the workshop.
One and one-half days seems too short for Forum tasks. Overall, good and impressive Forum, well-
organized.

Discussions were satisfactory on the whole.

The planning was well thought out. However, the programme was too loaded. Overall, a wonderful
time.

High quality.

Stakeholders should have covered the whole country instead of the Northern Sector.

One and one-half days was not sufficient to provide enough time to interrogate the issues in depth.
Good progress and great step in the right direction.

The policy document should be reviewed based on the key recommendations at early as possible and
start implementing the policy.

Time allocated for this workshop was too short.

Time allotted for discussion of themes, gaps, constraints, changes, and recommendations was
inadequate. Participants were rushed in discussions which was not the best.

The agenda should be moved quickly

87|Page



C2. APSP-CEPA Report: Evaluation of the Ghana Commodity Exchange (GCX)
and Warehouse Receipt System (WRS)

AGRICULTURE POLICY SUPPORT PROJECT ANNUAL REPORT (OCT 2014-SEPT 2015)
Xiii



FEED THE FUTURE
AGRICULTURE POLICY SUPPORT

PROJECT (APSP)

EVALUATION OF THE GHANA COMMODITY EXCHANGE (GCX) AND
WAREHOUSE RECEIPT SYSTEM (WRS)

July, 2015

This report was produced for review by Chemonics International Inc. It was prepared by John P. Crowley,
Chemonics International Inc.’s Consultant and Kokui Adzo Adu, Center for Policy Analysis’ Consultant.



FEED THE FUTURE
AGRICULTURE POLICY SUPPORT

PROJECT (APSP)

EVALUATION OF THE GHANA COMMODITY EXCHANGE (GCX) AND
WAREHOUSE RECEIPT SYSTEM (WRS)

Contract No. 641-C-14-00001

The author’s views expressed in this publication do not necessarily reflect the views of the United States
Agency for International Development or the United States Government.



The author’s views expressed in this publication do not necessarily reflect the views of the United States
Agency for International Development or the United States Government.



TABLE OF CONTENTS

Executive Summary..........ccovviiiiiiiiiiiiiiiie e, 5
1. Introduction /Background .................coiiiiiiiin 8
1.1. Current Agriculture Practices in Ghana
1.2. Purpose of Evaluation
1.3. Scope of Work
1.4. Methodology
1.5. The Work Plan
1.6. Expected Output
2. Regional Versus Domestic Exchanges .......................... 14
3. Preconditions For the Establishment of Exchange............. 15
3.1. Conditions as established by Relevant Research
3.2. Status of the Pre-conditions in Ghana
4. Challenges/best practices in commodity trading systems............ 17
4.1. Commodity Exchanges
4.2. Warehouse Receipt System
5. Warehouse Receipt System............cooovviiiiiiiiiiiiinnnn. 20
5.1. Overall Impacts of the WRS
5.2. Reasons for failure of WRS
5.3. Conditions for a successful WRS
5.4. Observations from the establishment of Warehouse Receipts Systems
5.5. Lesson Learnt from these Experiences
5.6. Benefits of an Efficient WRS for economic and social development
5.7. Way forward towards an Efficient WRS in Ghana
6. Regulations (GCX and WRS)............oooiiiiii, 24
6.1. Ghana Commodity Exchange
6.2. Warehouse Receipt System
7. Ownership Structure ..........cooviiiiiiiiiiiiiiiei e, 25
7.1. Considerations on a private corporate structure
7.2. Inquiries into the Ownership structure for the GCX ...

7.3. Recommended Ownership Structure



10.

11.

12.
13.

Trading Platform and Settlement ................................. 27
8.1. Trading Platform

8.2. Clearing and settlement

The case for Futures ..o, 28
9.1. Future contracts (Derivatives)

9.2. Risk management

9.3. Standard Contract Terms

Confirming the Feasibility of the GCX .......................... 32
10.1. Searching for Suitable Comparisons

10.2. Critical Mass

10.3. Mandate Trading

Situational Analysis .........cccceeveeierienviienienie e eceeee 35
11.1. Activities undertaken towards the establishment of the GCX
11.2. Gaps and Expected Actions

Necessary Steps for the Sponsors of the GCX............... 37

Recommendations. ......uueeeee et e, 38

ANNEX I: Stakeholder Meetings/Discussions

ANNEX II. Documents used for the Assessment



ACRONYMS

APSP
CBT
cce
CME
CSD
DVP
EBITDA
ECE
ETB
GCB
GCX
GDP
GHS
GoG
GSA
GSE
ICE
IFC
IFRS
JSE
LSE
M&E
MOTI
NDF
NAFCO
NRI
NYMEX
OTC
SEC
SIL
UNDP
WR
WRS
ZAR

Agriculture Policy Support Project
Chicago Board Of Trade

Central Counter Party

Chicago Mercantile Exchange
Central Securities Depository
Delivery-Versus-Payment

Earnings Before Interest Tax Depreciation and Amortization
Ethiopian Commodity Exchange
Ethiopian Birr (Curreny)

Ghana Commercial Bank

Ghana Commodity Exchange

Gross Domestic Product

Ghana Cedi

Government of Ghana

Ghana Standards Authority

Ghana Stock Exchange
Inter-Continental Exchange
International Financial Corporation
International Financial Reporting Standards
Johannesburg Stock Exchange
London Stock Exchange

Monitoring And Evaluation

Ministry Of Trade And Industry
Non-Deliverable-Forward

National Food Buffer Stock Company
National Resource Institute

New York Mercantile Exchange
Over-The-Counter

Securities And Exchange Commission
Securities Industry Law

United Nations Development Programme
Warehouse Receipt

Warehouse Receipt Systems

South African Rand (Currency)



EXECUTIVE SUMMARY

The agriculture sector of Ghana, which produces a variety of food crops (maize, rice, and soya
bean) and industrial crops (cocoa, coffee, rubber, shea nut, oil palm), is the single most important
economic sector of the nation. It employs more than half the population on both formal and
informal basis and accounts for about 30% of GDP. However, the sector is unfortunately
characterized by high levels of post-harvest losses, lacks a credible trading platform, and poor
access to affordable finance. A commodity exchange in general has the potential to enhance the
profitability of farms by reducing intermediation costs and improve financing to farmers by
facilitating risk management and establishing transparent value and title of commodities. Many
commentators have also suggested that an exchange will draw production to cash crops and
expand the market.

Commodity exchange is not new to Ghana. The Ghana Food Distribution Corporation (GFDC)
piloted a public warehousing scheme in the 1990s with financing from the Agricultural
Development Bank (ADB), which owned warehouses across the country for the storage of
agricultural commodities. The Ghana Buffer Stock Company (NAFCO) has been established by
GoG to intervene to improve commodity market prices in Ghana. Of late, a new private sector
initiative in warehouse receipt system in maize has been started and promoted by the Ghana
Grains Council (GGC) with seven certified warechouses that have issued warehouse receipts with
financing by the Stanbic Bank Ghana Limited and others. USAID has provided support to the
warehouse receipt program through the ADVANCE I and II projects.

Ghana stands to gain tremendously if conditions exist for the establishment of a feasible
exchange in the country. Commodity exchanges provide centralized marketplaces for sellers and
buyers. They enable producers and buyers to discover and lock in prices well ahead of harvests
and consumption - thus achieving medium-term price stability. They also attract speculators or
financial operators who provide financing and liquidity, especially to smallholder farmers.

The Government of Ghana (GoG) has made efforts in the past to establish a commodity
exchange since the 1990s as a mechanism to improve agriculture and to further grow the
agricultural sector. The most recent attempts started from the year 2000. These involved:

e USAID/Ghana (as part of the Financial Sector Strategic Plan (FINSSP)

e Study by SEC on GCX and WRS sponsored under the World Bank-sponsored Economic
Management and Capacity Building Project

e Drafts of Commodity Exchange Regulations, 2014, and Warehouse Receipts

Regulations, 2014, under the auspices of the UNDP and the Ministry of Trade and

Industries.

Eleni LLC’s Road Map to establish the GCX and its associated WRS

Establishment of the GCX Project Office at the MOTI with UNDP financial support

Stakeholder workshops and consultations

A study tour or visit by key stakeholders to the Ethiopian Commodities Exchange.

In March 2014, MOTI requested financial support from the USAID/Ghana to implement the
proposed GCX. The support was requested for the following areas: 1) to build the regulatory



capacity of Securities and Exchange Commission (SEC) and the Ghana Standards Authority
(GSA); 1i) to build Monitoring and Evaluation (M&E) capacity to monitor and evaluate progress
of the initiative, and; iii) to build capacity of farmers to link up with and participate in the
commodity exchange.

Implementation of the recommendations of the previous studies and the road map have stalled
because of unresolved pertinent issues like: lack of coordination between institutions that should
be involved; insufficient convincing information about its viability; and uncertain political will.
In this context, it has not been possible for the USAID to respond to the MOTI’s request for
financial support.

In October 2014 representatives of USAID/Ghana, the USAID embedded advisers at MOTI,
MoF, and MOFA and the USAID/Ghana’s FtF projects ADVANCE II and the Agriculture
Policy Support Project met to discuss the issue of the GCX and assess USAID’s potential
support to this initiative. It was agreed at this meeting that the APSP should commission a
scoping study to review progress so far made by GoG in its effort at establishing a GCX and to
provide recommendations for a potential USAID/Ghana involvement in supporting this
initiative.

Although certain key elements are not yet in place, a Warehouse Receipt System being the most
significant, the GCX was launched in July 2015. As of this report, the GCX has not been
launched in the sense that trading has commenced and trading is not anticipated until well into
2016.

There is a threefold purpose for the current GCX evaluation assignment, namely:

a. Conduct a scoping study to document steps so far taken by the GoG towards the
establishment of the GCX;

b. Identify the problems to be overcome to make it feasible;

c. Identify and evaluate the status of the GCX efforts in terms of international best
practices, experience, standards, and road map/recommendations for successful
establishment of the GCX; and;

d. Provide recommendations to USAID on how best it can support the initiative of the
GCX, if deemed feasible.

Participants have mooted a regional exchange, however this exposes farmers and others to
currency risk and capital controls, therefore a domestic exchange will better serve risk
management. However, as preconditions to such an exchange, Ghana will need clear objectives,
appropriate regulation, effective systems (especially Warehouse Receipts), suitable contracts,
domestic capacity, and market demand.

Although the exchange has already been launched but no trading has commenced, it is
imperative to develop the foundational systems and regulations before commodities are traded
transparently and effectivily. The exchange should principally be a private sector initiative in
order to focus on reliable contributing systems, efficiency and serve market demand.



In particular, Ghana should first perfect a Warehouse Receipt System to provide confidence in
title, metrology, quality and delivery, as well as to provide instruments to trade and for efficient
trading and settlement. There is a need to fast-track the completion or promulgation of the two
draft regulations for the GCX and WRS. There is the need to help build the capacity of identified
regulators — SEC and GSA and it is recommended that they may delegate some powers and
responsibilities to entities deemed competent if need be.

The GGC appears to be on track to be a capable self-regulating independent entity. There is a
strong and compelling need for more serious and collaborative stakeholder involvement,
education, training, and sensitization.

We hereby also recommend that the WRS and eventually the GCX focus their energy on spot
transactions but anticipate futures trading, to broaden and deepen the trading platform and
enhance their sustainability. This will allow the system to demonstrate a track record of
dependable spot trading with recognized price discovery as a fundamental pre-condition to
futures at a later date. The Central Securities Depository and the GSE are well-resourced to play
their roles in trading and settlement. The GCX and the WRS can be started together. However, it
may be advisable to start and strengthen the WRS for about a year before starting the GCX.

Even though it might not be acceptable to some market participants, a partial mandate from time
to time for transactions above a certain volume or by government sponsored entities for some
commodities could be considered. This mandate could apply to specific selected major
participants i.e. government institutions, World Food Program, and the like.

We recommend:

1. Support primarily the implementation of a Warehouse Receipt system that ensures clear
title, reliable transfer and guaranteed delivery.

2. Assist the GoG in developing and putting into place the necessary institutional,
regulatory and technical systems towards a sustainable commodity exchange, as
identified in the present report.

3. Support required by the MoTTI for capacity building or development for the intended
regulators as the time nears for the exchange to go live.

4. Some of the financial institutions also need capacity building. A selected few could
initially be brought on board and their success stories would rope in some of the initial
skeptics.

It is our hope that the report provides a coherent, concise, and well-thought out set of
recommendations to adequately guide USAID/Ghana regarding an appropriate support for the
establishment of the WRS and eventually of the GCX.



1. INTRODUCTION AND BACKGROUND

Historically, agricultural sector has been the single most important economic sector of Ghana. In
total (including cocoa, timber, forestry, and other economic trees), it is estimated that the
agriculture sector employs more than half the adult working population on a formal and informal
basis. The country produces a variety of food crops (maize, rice, and soya bean) and industrial
crops (cocoa, coffee, rubber, shea nut, oil palm, etc.). Currently, agriculture accounts for about
30% of Ghana’s annual GDP. When the agricultural sector’s definition is broadened to include
the cocoa industry, forestry and logging, and fishing, it generates over one third of Ghana’s
annual national output. Agriculture and livestock are the mainstays of the primary sector of the
economy: the sub-sector produced 66% of the primary sector’s output; however, it is responsible
for almost 90% of the sector’s growth. The cocoa production and marketing sector’s contribution
to the primary sector’s growth increased during the past decade in response to increasing
investment. The sub-sector has undergone several reforms in recent years to incentivize
productivity gains and prevent smuggling by assuring farmers a larger proportion of international
prices for their produce.

Despite the expansion in cocoa production, the broad agriculture sector’s contribution to national
output has decreased moderately since 1993 when it generated 41% of Ghana’s gross domestic
product (GDP) to 37% in 2008. This takes place while the industrial and services sectors
expanded. Both of the latter two sectors’ contributions to GDP increased by two percentage
points to 33% over the same period. Despite its immense contributions to Ghana’s economic
development and GDP, over the decades, the agricultural sector has however been characterized
by high levels of post-harvest losses, lack of a credible trading platform, limited access to
affordable finance, and mainly subsistence level smallholder farmers. The agriculture and
livestock sector (the agricultural sector’s narrow definition) produces about one-quarter of
Ghana’s GDP.

Agriculture has strong relationship with the other sectors of an economy. As an economy
develops and diversifies, the primary agricultural sector loses weight in terms of GDP but
develops strong linkages with the rest of the economy. Agriculture exhibits very strong backward
and forward linkages within and outside of the sector. Agriculture also supports and promotes
the development of rural areas and hence the quality of rural life. Finally, the sector exhibits
strong multiplier effects with other economic sectors.

Since the late 1990s, there has been a proposal for Ghana to establish a Commodity Exchange
for the agricultural sector. A commodity exchange provides a centralized marketplace where
producers and buyers trade in the relevant commodities. Well-functioning Commodity
exchanges provide price discovery and stability as well as financial operators who inject liquidity
into the agricultural sector. The establishment of competitive pricing system and the reduction
of risk facing both the agricultural consumers and producers have been identified as some of the
key benefits of such an exchange. This will result in the growth of agriculture and national socio-
economic development.

Commodity exchanges provide valuable market information to all the operators resulting in
reduced operating costs and transaction risks. In addition, they improve farmers’ access to



markets thereby enhancing their income. They also encourage and attract financial institutions to
invest in the agricultural value chain. Commodity exchanges provide essential risk management
tools that contribute to agricultural price stability. Successful commodity exchanges have
contributed immensely towards agricultural growth and development of many nations.

Since 2001, a number of initiatives have been instituted by the Government of Ghana and some
of its supportive development partners towards the establishment of the commodity exchange as
a mechanism to improve the marketing of agricultural products and to grow the sector. Such
initiatives have been funded by the USAID, under the Financial Sector Strategic Plan (FINSSP),
the World Bank, UNDP, and other relevant development partners. A number of important and
relevant workshops and stakeholder consultations have been held. A road map, proposed to be
launched in 2015 was developed by Eleni LLC for the Ghana Commodity Exchange and its
associated Warehouse Receipt System.

In March 2014, MOTI requested for support from USAID to implement the Ghana Commodities
Exchange (GCX). The support requested is in three areas:

a. to build the regulatory capacity of Ghana’s Securities and Exchange Commission (SEC)
and the Ghana Standards Authority (GSA);

b. to build M&E capacity of the regulatory players or entities to monitor and evaluate
progress of the initiative; and

c. to build the capacity of the relevant farmers to link up with and participate in the
commodity exchange.

1.1 Current Agriculture Practices in Ghana

Despite efforts by the various Governments, since independence, to transform Ghana from an
agricultural nation to an industrialized with agriculture as the backbone to industrialization,
Ghana still remains essentially a subsistence level (small holder farmers) agricultural nation.
Over 60% of the population lives in rural areas and about 56% are employed in mainly
smallholder agriculture.

Over the last three decades, various governments of Ghana declared commitment to poverty
reduction through keen focus on agricultural, agribusiness, rural development, and SME
development. The Government of Ghana’s 2010-2013 Ghana Shared Growth and Development
Agenda (GSGDA) and Food and Agriculture Sector Development Policy (FASDEP II) for 2009-
2015 and The Medium-Term Agriculture Sector Investment Plan (METASIP) for 2011-2015 are
most recent or current indicators. This policy recognizes the importance of supporting agriculture
through value chain development. As Eleni observed (2013), the establishment of a vibrant and
viable Commodity Exchange in Ghana is definitely a key foundation to promote investment in
the agricultural supply chain and to create a transparent, efficient, and reliable marketing
structures and systems.

Currently in Ghana there are serious problems regarding agriculture operations. These include
poor transportation, storage, and communications infrastructure; lack of access to market



information and expertise; limited access to financing and lack of collateral; and high transaction
costs.

Serious issues that need to be addressed in Ghana’s agricultural sector relates to the important
role of market “queens” in the supply chain of key commodities, the lack of a nationally
consistent system of unit-based weighing, measuring and grading of commodity goods;
pervasive lack of trust between market actors, the lack of adequate storage and warehousing
solutions for agricultural commodities, and the lack of affordable finance for small players.

In Ghana, a unique feature is the role of “market queens” in the agricultural market chain. The
market queens operate almost exclusively within the informal agriculture market sector and
wield incredible amounts of power that can alter the course of the availability, price, and delivery
of many staple commodity goods in Ghana such as maize, sorghum, fresh vegetables, cassava
and rice. Brokerage, in the formal sense, does not exist in Ghana. Rather, the market queens,
especially in grain commodities, act as informal brokerage houses in that they liaise between
traders and farmers, provide credit or loans both upstream and downstream of the market chain,
and earn a commission per sack traded between matched buyers and sellers.

The lack of a nationally consistent system for the weighing and standardizing of the quality of
produce is another serious pervasive problem in Ghana’s agricultural sector, particularly amongst
aggregators and farm-gate producers. Generally, most actors do not assess the quality of their
produce or weigh their commodities before sale. Different qualities of produce are normally
mixed and sold by volume (bag size and type) not by standardized weight or quality. There is
very little use of standardized weights and measures in the trading of agricultural goods. Focus is
nearly always on volume, which is related to bag size.

The few storage and warehousing facilities currently in Ghana are woefully inadequate and not
equitably or strategically located — thereby denying the small scale farmers access. In general,
storage of produce is rudimentary and leaves produce exposed to unconducive climatic
conditions and environmental factors leading to high levels of degradation and loss. This denies
the smallholder farmers the opportunity to maximize their benefits from proper storage and
marketing management.

The GCX is indeed strategically intended to address the above deficiencies in the present system
of agricultural practices in Ghana.

1.2 Purpose of the Evaluation

As discussed in the TOR for the engagement the purpose of this evaluation engagement is
threefold:

- To conduct a scoping study to document steps so far taken by the Government of Ghana
towards the establishment of the commodity exchange and what challenges need to be
overcome to make it feasible.

- Identify the status of Ghana’s commodity exchange efforts in terms of international
experience, standards and road map for successful establishment of a commodity exchange



- To provide recommendations to USAID on how best it can support the initiative of the
GCX.

1.3 Scope of Work

The assignment was conducted using four main approaches as spelt out in the TOR. The study
validated the feasibility study done, conducted desk research, held meetings and discussions with
relevant stakeholders, and performed certain technical tasks.

The focus during the assignment has been on the following:

Inception Meeting. The inception meeting was held to confirm the understanding of the
assignment. This meeting took place on Tuesday, 3™ March 2015, in the offices of the
Agriculture Policy Support Project (APSP) of the USAID. A report on the meeting was widely
distributed.

Validation of the Feasibility Study. We have reviewed the feasibility study already undertaken to
assess if it has taken into consideration all of the major pre-conditions that are necessary for the
establishment of a financially, economically, and technically feasible and sustainable commodity
exchange and warehousing receipt system in line with international best practices.

Stakeholder Meetings/Discussions. Face to face meetings and discussions were held with several
relevant stakeholders who have been involved in the efforts towards the establishment of the
Ghana Commodity Exchange and the Warehouse Receipt System at various points since the
early 1990s to date. See Annex 1 for dates and specific details on the meetings with stakeholders.

Key issues discussed in meeting with stakeholders. In general, the following issues were
discussed during the above meetings:

- Background information on the proposed GCX and Warehouse Receipts System (WRS) to

date.

The status of the projects to date.

The private financial partners and their commitments to date.

The Government’s role and commitment to the project to date.

The development of two regulations in 2014 for the GCX and WRS.

Visits made and workshops attended (local and foreign) by the GCX project team in relation

to the project with lessons learnt by the team.

- Meetings and discussions held between stakeholders and Eleni LLC.

- Operations of GGC to date and the issue of the African Connection default.

- The political will of the government as reflected in the 2013 and 2014 national budgets and
the President’s State of the Nation Address of 2014.

- Capacity building required for SEC, GSA, and other probable relevant regulatory bodies in
order to properly position them to play their roles as regulators.

- Advisability of a regional versus domestic commodity exchange.

- Out-sourcing of some relevant functions and operations of the GCX and WRS

- A critical assessment of the two elements involved - GCX and WRS



- The type of ownership and operation of the warehouses

- The preparedness of the Government of Ghana and the private partners under the project to
commence trading in the next year in line with their own roadmap.

- The preparedness of the private partners to start and fund the projects — firm financial
commitment.

- The economic and financial justifications of the Projects.

- The readiness of the other non-financial collaborators and actors to support the projects.

- Adequacy of volumes of products.

- The role of middlemen/women, market queens, and aggregators in the commodity value
chain.

- Possible roles of the Ghana Securities Depository, GSA, and the GGC in the projects.

- Needed sensitization and training of the farmers and traders in the value chain

- Development of Spot, Futures, and Forwards markets in Ghana relative to the GCX.

- Sequencing of the GCX and WRS.

Key takeaways from meetings. The following are important elements to understand the process
leading to the establishment of the GCX:

- Consultants met with members of the Technical Committee for the Ghana Commodity
Exchange, who have been actively involved in the efforts at establishing the exchange right
from the onset. It should be noted that they knowledgeable of all the issues involved.

- According to the Technical Committee, the Ghana Commodity Exchange is ready to be
rolled out by the end of 2015.

- Members of the committee revealed a number of private sector financial institutions, which
are ready to come on board as investors.

- Final Draft Regulations for both the Ghana Commodities Exchange and the Warehouse
Receipt System have been since February 2014 ready to go to Parliament.

- These Regulations will be riding on the back of the Securities Industry Law (SIL)
Amendments, currently before the Cabinet. This amendment would require or empower the
SEC to regulate the WRS and the GCX.

- Consultants were informed that the ownership structure has been concluded between the
government of Ghana (GoG), other private financial partners, and a technical partner.

Desk Research. The consultants based on documents provided by APSP conducted an extensive
desk research. In addition, the consultants accessed several other reports and documents on the
experience of other countries that have made attempts and, in some cases, successfully
established commodities exchanges and warehouse receipt systems.

See Annex II for the referenced material used for conducting the present assessment.
1.4 Methodology

The consultants used the survey method to gather data for the consultancy engagement using the
following outline:



a. Evaluation Questions: The methodology adopted utilized interviews wherein the
consultants asked direct and relevant questions of the respondents based on their presumed
knowledge and familiarity with the project.

b. Indicators
1. Government’s political will and release of its equity investment funding
2. Commitment of the private sector financial partners to the project
3. Level of operation of the entities (i.e. GGC, NFS, etc.)

c. Methods of Data Collection and Analysis: The following methods were used, where
appropriate, to collect relevant information:
1. Face to Face interviews with relevant stakeholders — Individuals and institutions
2. Questionnaire
3. Web-based Search
4. Collecting relevant material form institutions and officers

d. Sampling: The purposive sampling method, was used whereby only relevant actors and
parties were selected based upon the consultants knowledge of their involvement — direct or
indirect.

e. Preliminary Findings:

1. The Government has the political will and seems to be interested in the project

2. Government plans to launch the exchange by the end of 2015

3. GGC appears ready to undertake the warehousing and receipting system

4. There is no indication that the necessary ICT for the exchange is in place or is being
currently developed. The need for such a platform is very well understood and
appreciated by all.

5. Information gathered revealed that plans are in advanced stages for commissioning a
foreign consultant to develop it.

f. Limitations to the Evaluation: Difficulty in scheduling meetings and in getting access to
some officials (especially the Ministry of Food and Agriculture). In the end we were
directed to meet with the National Food Buffer Stock Company and ADVANCE. A
renowned Ghanaian in commodity exchange is currently working in Rwanda. All attempts
to reach him proved futile.

1.5 Work Plan

The assignment officially started on 27" February 2015. It is expected to take 20 man days (160
hours). It is also expected to be completed over an 8-week period ending on 30" April 2015.

1.6 Expected Output
The Consultants are expected to prepare a report that will address the following:

a. The background to the project and its current status;



b. Assess the feasibility of the Ghana Commodities Exchange (GCX) based on the previous
studies and the Consultants' knowledge of similar exchanges;

c. Identify recommendations on possible interventions by USAID/Ghana that will assist the
GoG in developing and putting into place the necessary institutional, regulatory and
technical systems towards a sustainable commodity exchange.

2. REGIONAL VERSUS DOMESTIC EXCHANGES

There are two ways that commodity exchanges are operated, i.e. domestic or regional. The
choice is fundamentally philosophical and contextual. An elaborate discussion is in order for
education purposes and full disclosure.

There are three strong arguments against relying on a regional exchange or offshore trading for
Ghana. First, Ghanaian farmers would be at risk of capital controls imposed in the host country
of another exchange. Second, traders would be at risk of capital controls imposed in Ghana.
Third, trading elsewhere would expose Ghanaian farmers, many of who are small and medium
enterprises, to currency risk. All of these risks are exponentially compounded in the case of
offshore derivatives where contracts span a period of time.

If a farmer in Ghana sells his maize on an exchange outside Ghana, the proceeds of the sale
become subject to the local jurisdiction. If at that time the offshore central bank (say Nigeria for
example) forbids sales of its host currency (the most common type of capital control), that is the
currency of exchange for the trade, the farmer holds a blocked asset. Unless the farmer has a use
for some product of the offshore jurisdiction that has some barter value in Ghana, his proceeds
are of little value to him. If the commodity sale represents a large part of his harvest, and it
likely would be all of it, the farmer may face serious financial problems or even bankruptcy.

Where a buyer looks to buy on a regional exchange domiciled elsewhere, he risks capital
controls either in Ghana or the host jurisdiction. Most well-managed exchanges require some
form of pre-deposit, if not explicitly then through a bank guarantee. With foreign exchange
controls in Ghana, the buyer could or may not meet the trading criteria at an offshore exchange.
He could not fulfill the trade itself if he cannot sell GHS for the currency used on the exchange.
A seller would have similar problems if he wants to enter a derivatives contract. That is because
a well-run derivatives exchange would require margin against a position, as well as potentially
daily incremental margin if the contract moves against the farmer. Capital controls in Ghana
would make this impossible or at least administratively difficult. The continuously weakening or
depreciation of the Ghana cedi would play havoc on the Ghanaian farmer or trader in this
context.

Even without capital controls, offshore trading carries currency risk. There is not enough
liquidity in GHS to use it as a means of exchange outside of Ghana. Therefore, an offshore
exchange will most likely only accept, and pay, in its home currency or perhaps a global
currency. Further, an exchange could be a systemically important institution and if not, its
clearinghouse probably will be. Therefore, regulators are likely to discourage positions in
currencies not economically available at or to the host central bank. This means that Ghanaian
farmers, using an offshore exchange, will be buying and selling currencies, even in the spot
market. It would be unwise and impractical for small and medium scale farmers to operate in the



currency markets. Furthermore, we are told by the Ministry of Finance and Economic Planning
that some currency forwards contracts have been entered into by banks for corporate customers
but that there is very little liquidity in that market. Therefore, hedging of currency risk is
essentially not generally available to SMEs and only intermittently available to even large traders
in Ghana.

The currency risk is exacerbated for derivatives trading, even if intended as a commodity hedge.
If a farmer wants to enter a commodity derivative, it would be denominated in another currency,
leaving him exposed to exchange rate risk over an uncomfortable period of time. Most
commodity derivatives entered as hedges will span a growing season, usually three and possibly
six months. For African currencies, that is a very long time and a serious risk that small farmers
will not have the expertise or tools to manage. This may however offer an opportunity to the
exchange to introduce currency derivatives at a later date.

It will however be in the best interest of the market and farmers, especially, to allow for cross-
border arbitrage. If commodities are trading higher in another market (after adjusting for
transport and other relevant differences), we want farmers to benefit from better prices. It is not
necessary for every farmer to use offshore exchanges in order to transmit those prices however.
In view of the risks described above, we want to permit offshore trading but not rely on it, and
not leave farmers with risky offshore trading as their only option. By liberating the market, only
a few or even one trader can transmit prices via arbitrage. If the price of maize in say Lagos is
10% higher than in Accra (after adjusting for transport cost) a trader who is a member of both
exchanges can buy in Accra and simultaneously sell in Lagos. If done in sufficient quantities,
this will cause prices to clear, that is, the price in Accra will rise and that in Lagos will decline
until convergence is achieved. Even a single trader could effect this result. However, the
strategy should be available to all (assuming they can meet the membership criteria of both
exchanges). The arbitrageur(s) could be from Ghana, Nigeria, or any other third country.

The above then supports the argument for a market structure where Ghana has a domestic
commodity exchange, trading in GHS, but that is open to any trader (foreign or domestic) who
can meet the basic membership laws, rules and requirements.

3. PRE-CONDITIONS FOR STARTING A SUCCESSFUL COMMODITY EXCHANGE

Given the unpredictable economic and financial environments in many developing nations,
especially in Africa, and the international nature of starting and operating commodity exchanges
and warehouse receipt systems operate, it is important that all the necessary pre-conditions are
satisfied, to a very high extent, before any commodity exchange begins trading in any of these
nations, like in Ghana.

3.1 Conditions as established by Relevant Research

Experts in the industry and research institutions such as Ian Goggin, USAID COMPETE, and
Michigan State University, have developed comprehensive and coherent sets of conditions that
must be satisfied before commodity exchanges are started in African nations. In all, at least ten
integrated pre-conditions have been identified. The specific conditions identified by the above
experts are:



1. Clear objectives
ii. Good governance structure and systems
iii.  Strong industry or stakeholder buy-in
iv. Enabling environment and infrastructure (self-regulation for flexibility and government
interference and market interventions)
v. Well-designed trading and clearing systems
vi. Clear rules with consistent enforcement
vii. accurate contracts
viii. Extensive and continuous education and training of all stakeholders
ix. Relevancy and adaptability
x. Large volumes of commodities traded (quality and quantity).

The essence of the above pre-conditions is to ensure that the exchange is truly open and
organized to ensure that ownership, titles to standardized quantities of specific quality
commodities are traded by members or registered brokers at specified spot prices or futures and
forward market basis.

Ensuring that all the pre-conditions are satisfied guarantees reduced cost of operation for all in
the value chain - from producers and traders (intermediaries) to processors and finally the
consumers. In Africa, with so much uncertainty, a properly established and managed commodity
exchange would ensure that farmers or producers are linked to the relevant markets to create
price discovery in the most transparent market place. It would also ensure that there is vibrancy,
efficiency, and credibility.

In addition, such an exchange, when supported by a credible warehouse certification and
receipting system ensures and enhances market access, volume, product quality, liquidity,
credibility, high patronage, and sustainability of the system as a whole. In effect, these lead to
economic development for all stakeholders and the nation as a whole.

In conclusion, the pre-conditions for the development of a commodity exchange, simply rests on
the real willingness of the politicians, a sound legal framework, sound infrastructure, and a real
interest from the exporters, traders and producers.

The authors concluded that:

- “It is not necessary for all of the above factors to be in place before donor organizations can
meaningfully support the development of agricultural commodity exchanges. The important
point is to conceive of support for commodity exchanges holistically, recognizing that all
commodity exchanges operate within a system, and that support for overcoming weak
aspects of the grain marketing system will be needed as part of a comprehensive program to
support the development of agricultural commodity exchanges.

- Development partners can play a catalytic role in supporting the development of agricultural
commodity exchanges as long as there is sufficient commitment, first from actors in the
financial and commodity sectors, and secondly from governments to ensure stable and
predictable commodity marketing and trade policies.



- Development partners could assess, on case-by-case basis, the degree to which this
commitment exists. In the more favorable countries, donors could provide interim support for
the basic “nuts and bolts” strengthening of the grain marketing system (e.g., warehouse
certification services, collateral management and settlement services, contract dispute
resolution processes, investments in transportation infrastructure), while also nurturing the
status of the six conditions specified above.”

3.2 Status of the Pre-conditions in Ghana

The following summarizes the status of Ghana’s progress towards an efficient commodity-
trading scheme:

GHANA COMMODITY EXCHANGE
PRE-CONDITIONS FOR START OF COMMODITY EXCHANGE
ASSESSMENT OF GHANA’S PREPAREDNESS

PRE-CONDITION ASSESSMENT

Clear objective Government’s objective is clear — economic growth

Enabling policy and Consistent government policies on agriculture, no commodity exchange
infrastructure legislation

WRS is not yet capable to support volume trading or efficient settlement
Good trading systems and | Systems are to be developed but must be robust, flexible, reliable and
efficient clearing trusted

Clear rules and consistent | Government regulation not yet in place

surveillance for integrity

Correct contracts Informal only; not sufficient to support exchange trading; market demand

(products) is not determinable since system is not yet operating

Constant education Inadequate sensitization, education and publicity at the moment (as to
warehouse receipts and exchange trading)

Committed staff Staff yet to be engaged; must be knowledgeable and committed to
international best practice

Adaptable and relevant Recent history indicates a good record of learning from mistakes

(transparent price

discovery)

Several pre-conditions are not satisfied as of now. Planning is starting to satisfy those pre-conditions

4. CHALLENGES/BEST PRACTICES IN COMMODITY TRADING SYSTEMS

In any system, there are always unanticipated and unavoidable problems and challenges as well
as there are best practices that have been developed and perfected. A summary of the relevant
challenges/best practices follows.

4.1 Commodity Exchanges
Pricing: There is the likelihood of inefficient price discovery mechanism. The farmers may
produce and sell their crops at prices based more on how desperate they are for cash at the time,
and may therefore not play a role in determining the price of the crops being traded. This may be

true even if the crops are subject to premium in the international market.

Correct Contract:



- In an efficient system, farmers will know whom they are selling to and there would be formal
delivery contracts. In this environment, the exchange will help ensure quality of the produce,
especially if it is intended for the international market.

- Achieving a very high level of honesty, integrity, and fair dealing.

- Traders or intermediaries have been and are making good margins currently with the
inefficient aggregation system, which are only likely to decline in the short run with the
warehousing system.

Traceability /Quality: In the envisaged Ghana commodity exchange system, traceability could be
a problem due to the small scale nature of most farmers and farms. This may also be a problem if
there is no differentiation and sampling of products.

Volume: The market and the volumes of the produce being targeted in Ghana may not create the
required economies of scale and liquidity envisaged in the short term (2 to 3 years).

Infrastructure:

- Ghana’s agricultural infrastructure is generally seen as poor. Currently, storage structures in
certain cases need to be upgraded to meet acceptable standards.

- The consistency of legislation and government policies relating to agriculture, finance, trade,
and other macro-economic issues.

- Infrastructural issues i.e. roads, warehousing, machinery and equipment, etc.

- The need to establish the infrastructure and systems needed to promote quality products and
warehouses to improve cleaning, drying, and storing of products and to enable the producers
to aggregate products for the warehousing purposes.

- Required investment in warehouses, plant and equipment, at suitable locations for the
convenience of the smallholder farmers and traders.

Market Support:

- The readiness of the market - from the perspective of the farmers and the traders

- The readiness of the various actors i.e. government, private sector participants or investors,
the banks, insurance companies, producers, traders, and processors, where necessary for the
kickoft.

- The preparedness of the intermediaries and aggregators to come on board.

- The extent to which the farmers are prepared to get on board in the absence of the
intermediaries and aggregators.

- A regular and vibrant market to gain current pricing information and to facilitate trading or
exchange of the products.

Education/communication.: Access to real time pricing, volume, and value information.

Policy/Rules/governance:
- Government being fully on board and prepared to provide the appropriate environment that
will ensure the efficient functioning of the exchange and the warehouse receipt system.
- Governance and the relationship between the individual private sector participants or
investors.



Trust: The ease and candor with which information, messages, and other relevant issues are
transmitted to the farmers in the rural areas.

4.2 Warehouse Receipt System

Essential factors needed for a trusted, viable, and vibrant commercial warehouse receipt systems
include:

Public confidence: Public confidence in the warehouse systems and receipts to exude safety and
security.

Trust:
- The authenticity of the receipt and the certainty of warehouse withdrawal request being
honored with precisely what is recorded on the receipt.
- Building this trust in an environment and industry of nearly complete mistrust and distrust
requiring a strong commitment to honesty and integrity by all.

Trained and Committed staff: Issues of quality and accurate weighing depends on the quality of
the testing and laboratory staff and accuracy of the scales to be used for weighing.

Market Support and other services:

- Pricing information needed by all — producers, traders, bankers, insurers

- Bank financing issues — to ensure that the banks will be the first priority and titled to the
proceeds to satisfy the debt in the event of a default.

- In Ghana there are thinly capitalized traders some of who must obtain contracts before
getting financing.

- There are excessive delays by banks in processing loan applications that in effect negate the
need for the loan.

- There are several tradable commodity-producing areas not currently served with warehouses
or adequately maintained infrastructure, like good roads, railway systems for bulk haulage,
electricity, etc.

- Given the usually conservative and over cautious financial system in Ghana, the novelty of
these commodity-trading mechanisms may prevent adequate number of financial institutions
from coming on board at the beginning.

Marketability: Liquidity of commodities, with willing buyers purchasing the commodity under
receipt and enabling producers and bankers alike to liquidate their stocks as needed.

Volumes:
- Farmer aggregation — small farmers will need to pull together or aggregate their produce to
achieve higher volumes and higher cash prices, than from the small traders.
- In the absence of trading volumes, it is doubtful as to the extent of real preparedness of
Ghana in establishing a Commodity Exchange.

Tackling on these challenges and implementing the above-identified best practices are indeed
paramount to the success of these commodity-trading mechanisms. The absence of these best



practices could retard the systematic and sound development or commencement of trading on the
GCX and WRS in Ghana.

5. WAREHOUSE RECEIPT SYSTEM (WRS)

A warehouse receipt is a document issued by a licensed warehouse operator certifying the quality
and quantity of a specified commodity placed by a named depositor into a secured storage
environment. Receipts are either negotiable or non-negotiable and serve as both trading and
financing instruments.

The WRS is an important tool for increased flexibility in marketing decisions and financing for
farm operations. It is a certificate of legal ownership of a particular commodity stored in a
specific location and is of specified quality and condition. It enables buyers to buy without the
need for physical inspection. It also enables goods to be sold multiple times before actual
physical movement. They are not an isolated service or function; rather they derive service based
on a well-functioning and transparent transaction system. They require a stronger commercial
focus.

5.1 Overall Impacts of the WRS
In general, warehouse receipt systems can:

- Improve farm income and smooth domestic prices by providing an instrument to farmers to
spread sales of their produce throughout the crop year

- Mobilize credit to agriculture by creating a secured collateral for banks or financial
institutions

- Help to create cash and forward markets and thereby enhance price discovery and contract
completion

- Provide a way to gradually reduce the role of government in agricultural commercialization

- Combine with price hedging instruments to predetermine the cost of future purchases or
sales.

For all the above impacts from the WRS, there is a need for viable storage industry, an
appropriate legal environment and regime, performance guarantees, professional inspection and
active licensing, and vigorous monitoring and evaluation.

5.2 Reasons for failure of WRSs

The following have been identified as the important reasons for the failure of smooth operations
of many WRSs:

- Lack of a coherent, national, transparent, and volume-driven commercial market for the
commodities.

- Lack of uniform standards or grades for quality determination.

- Limited commercial confidence in and demand for the WRS.

- Little support from the financial sector to adopt the WRS as a financial product or credible
financing tool.



- Lack of Agricultural Credit Act or legislation, which increases the reluctance of the financial
sector to participate.

- Mandating a focus or depending on smallholder participation, which could not bring on
board the volumes needed to shift towards greater transparency and market-driven
mechanism.

- Excessive focus on financing to the neglect of trading.

- Limited buy-in from the financial sector.

- Excessive donor orientation of directly and exclusively focusing on smallholder warehouse
receipting for purely poverty alleviation but not the larger agricultural market development
focus.

- Poor management and service delivery by the operators leading to government interventions,
which may compromise the independent position of the system.

- Constraints that may be in the system include:

1. Multitude of market imperfections, which stifle growth in the wider agricultural
sector.

ii.  Instability, which creates short-term time horizon for return on investment.

iii.  Poor market information or intelligence.

iv. Limited data or trade flows.

v.  Large informal sector.

vi. Poorly defined industry wide quality standards.

vii. Poor communication systems and structures.

viii. Low levels of trust and transparency.

ix. Limited enforceable or dispute resolution mechanisms.

x.  High transactions costs associated with the risk of quality variations.

xi.  High cost of physical movements of goods.

5.3 Conditions for a successful WRS

A warehouse receipting system by itself does not create an orderly commodity market. The WRS
is rather a product of an orderly commodity market. The warehouses must be seen as truly public
facilities for farmers and traders to deposit and store crops in the safest and trusted possible
environment. A successful WRS depends on the following:

- Creating incentives for transparent and volumes-based commodity trade; this is needed for
‘sight-unseen’ commodity trade

- Focusing initially and first on establishing the credibility of the receipts based on utmost
trust; and ensuring and promoting the importance of the warehouse receipt system for
smallholder and emergent farmer inclusion for trade confidence.

- Warehouses operate well as private registered and licensed companies which provides
physically secure storage facilities.

- It must also have well-trained and professional staff. For the needed trust and confidence in
the WRS, the regulators must ensure that the operators and their staff are adequately trained.

- Facilities must be secured and properly insured.

- The warehouse must provide sound and credible operating, storage, and documentation
procedures

- The warehouse needs to provide robust certification, oversight, and inspection capacities;

- The system must maintain credible database of all documents



- The system should be able to authorize all withdrawals from the warehouse
- The system should provide a trading platform for sale of the underlying commodities.

5.4 Observations from the establishment of Warehouse Receipts System

The following are some of the observations involving the establishment of warehouse receipts
systems in selected nations, which can—if overcome successfully—serve as best practices for
emulation by Ghana:

- Most pilot projects to establish warehouse receipts system started while the legal frameworks
were still in the process of being developed. These projects relied initially on contractual
arrangements between farmers, banks, and warehouse operators.

- Pilot projects, at least in the early stages, very much relied on already established relations
between banks, warehouse operators, processors, and farmers. The credit-worthiness of the
warehouses and the farmers is crucial. The success of the system depends on whether the
banks trust the system enough to lend to it using the receipts as collateral.

- In some countries, the establishment of a warehouse receipts system attracted foreign banks
and contributed to the lowering of interest costs to finance agricultural inventories.

- Banks usually advance around 60% of the value of the collateral.

- In systems that opt for a two-part warehouse receipt, the banks usually require both parts of
the receipt — title and pledge.

- In most countries, government agencies have good knowledge regarding the inspection of
physical warehouse structures i.e. building, machinery, equipment etc. However, there is
generally a lack of skills to perform financial inspections and in making sure that the
warehouses keep the appropriate records, such as accounting books, internal controls,
receipts, disbursements, etc. In some countries, foreign inspectors and consultants assisted in
the initial warehouse inspections.

- Performance guarantees are still an unresolved issue in most projects to establish a
warehouse receipts system. Local insurance companies are often skeptical and not ready to
issue insurance bonds against negligence and fraud by the warehouse operators. Lack of
resources and unresolved issues related to the legal or institutional arrangements have
constrained the development of indemnity funds.

- Training and awareness raising and creation are extremely important. Pilot projects provide
for extensive educational seminars for farmers, warehouse operators, banks, insurance
companies, and government agencies.

- Government policies play a crucial role in ensuring the success of warehouse receipts
systems (economic, fiscal, legislation, agricultural, trade, foreign exchange etc).

- High government support prices and state purchases reduce the profitability and incentives to
store commodities. High real interest rates also have similar effects.

- In some countries, the establishment of a warehouse receipts system was centered on a local
bank that chose warehouses to provide financing for. Thus, the banks played the role of the
warehouse inspector and licenser, at least in the initial stages.

- In other nations, the warehouse receipt system was established using a ‘task force’ approach,
in these cases, all relevant parties (warehousing companies, banks, government agencies,
farmers, insurance companies, traders, etc.) were involved from the beginning to establish a
system with a broader acceptance.



5.5 Lesson Learnt from these Experiences

A review of the WRS in many parts of Africa and other comparable developing nations revealed
the following lessons (positive and negative) worthy of attention by Ghana:

- Systems not linked to strong and transparent commodity markets.

- Concentration on enhancing the involvement of the smallholders in the WRS without first
establishing the credibility of the system within the agricultural and financial industries for
needed viability.

- WRS are not often derived from a transparent trading system that fosters high volumes of
transactions.

- Need to increase or develop trading efficiency.

- Need for volume-based trade with long-term outlook.

- Need to focus on both the smallholder and the commercial industry segments as a long- term
plan

- The high transaction costs involved in smallholder ventures and commodity exchanges.

- Greater price discovery is an immediate and profound benefit to the system.

- Bulk crops can be defined by acceptable standards, storage safety, and traded when needed.

- Warehouse receipts are not currently recognized by law as valid document of first title or
ownership on a particular commodity. Therefore, financial institutions are hesitant to lend
against them.

- Attempts to change the mindset of all financial sector players is often counter-productive as
opposed to working closely with two or more of the more innovative banks and insurance
companies and using competitive pressure to effect change over time.

- A warehouse receipting system can be a more robust and sustainable function if it is built
around an existing marketing system, and not just considered as a financing option.

5.6 Benefits of an Efficient WRS for economic and social development

A well-operating WRS provides significant benefits to the commodity market, the farmers, small
traders, smallholders, and the nation:

- To the markets, the benefits include increased efficiency, confidence in dealing with the
lower end of the commodity market, aggregation of crops in secure and accessible sites, and
reduction of transaction costs of trading smallholder crops.

- To the farmer and small trader, WRS results in reduced post-harvest losses, enabling crops to
become commercial through quality and quantity certification; rewards quality and reduces
unnecessary discounting; and allows access to and participation in the commodity exchange.

Most donors—who are justifiably concerned with poverty reduction and income enhancement
for the poor—are very much concerned about the benefits of the system for smallholder farmers
which could be summarized to the following:

- Provision of transparency of operations and price discovery
- Removal of all position-takers between the farmer or trader and the end market
- Provision of the best possible market price under prevailing market conditions



- Substantial mitigation of transaction risks, empowering the farmer to evolve or progress from
a price-taker to a price-setter; and,
- Creation of the opportunity to access credit from the financial institutions.

5.7 Way forward towards an Efficient WRS in Ghana
The following are “must do” undertakings:

- Building confidence in the entire agricultural market to provide incentives to store crop and
reduce seasonal unexpected and wide price fluctuations

- Incorporating warehouse receipts into law — Agricultural Credit Act; and

- Need for Agricultural Marketing Act to provide a statutory muscle to oversee a vibrant
commodities storage industry.

- With market confidence in the receipts and legal backing, financial institutions would adopt
the warehouse receipts as secure collateral, and major domestic buyers would be encouraged
to use the warehouse receipts to buy and store the commodities.

6. REGULATIONS
6.1 Ghana Commodity Exchange

Considerable effort has been made towards the development of a legal framework for the
commodity exchange in Ghana. A February 2012 Progress Report on the Development of a
Legal and Regulatory Framework for the Establishment of a Commodities Exchange and
Warehouse Receipt System in Ghana by a Team led by Wlodzimier Jozef Rembisz revealed the
following:

- A significant portion of the (current) amended Ghana Securities Industry Law (SIL) as it
relates to the establishment of an exchange, licensing, conducting of securities business,
reporting requirements, and trading in securities would equally apply to the proposed GCX
and relate to a WRS. The only proviso is that the SIL makes provisions for a commodities
exchange and recognizes commodities as securities and warehouse receipts as tradable
negotiable instruments.

- The current amended SIL must be amended further to provide for the establishment of a
commodities exchange, which was neither envisaged when the SIL was promulgated in 1993
nor in the year 2000 when Act 590 was passed into law to amend the SIL.

- The enactment of the GCX Regulations will create an orderly, transparent, and efficient
marketing system for Ghana’s key agricultural commodities to promote agricultural
investment and enhance productivities. The passage of this will create the requisite legal
framework for the establishment of a Commodity Exchange in Ghana.

In view of the above, the SIL (as amended in 2000) is currently in the process of being further
amended to incorporate the above and specific contents for the regulation of the WRS and the
GCX have been formulated but not passed yet. From the consultant’s technical perspective, the
drafted regulations seem to cover the necessary and essential issues that must be addressed by
legislation dealing with the exchange and the WRS. In essence, they seem to be in line with



international best practices. It should be expected that the final draft should not interfere with the
smooth and free running of the exchange and WRS.

6.2 Warehouse Receipt System

According to the draft regulations, the enactment of the Warehousing Receipts Regulations will
lead to the following outcomes:

- Increased credit to agriculture by creating secure collateral for the farmer, processor, and
trader.

- Smoothened market prices by facilitating sales throughout the year rather than just after
harvest.

- Reduced risks in the agricultural market

- Improved food security and credit access in rural areas

- Lower post-harvest losses due to better storage conditions, and:

- Lower transaction costs by guaranteeing quantity and quality, among other things.

Specifically, the 2014 Draft Warehouse Receipt Regulations will provide the legal framework
required for the regulation of warehouses; licensing criteria for the warehouses, warehouse
operators, and warehouse receipt systems; and issues relating to liabilities of parties in a
warehouse receipt system. The above provisions also seem to cover the necessary and essential
issues that must be addressed by legislation dealing with the WRS. They also seem to be in line
with international best practice.

As examined by the consultants, the 2014 Draft Regulations include the most important elements
that will contribute to the well-functioning of the WRS as indicated in Section 5 above.

7. OWNERSHIP STRUCTURE

A commodity exchange is a serious business. To be successful, it needs to be efficient and attract
reasonable trading volume. Excessive government involvement will lead to building an edifice
that is highly visible but is not structured to optimize commercial prospects. In fact, many
countries have announced and even begun commodity exchanges without attracting any volume.
However, because of the high fixed cost involved in operating commodity exchanges, this is not
a sustainable strategy.

7.1 Considerations on a private corporate structure

A corporate structure with private shareholders will ensure a sound commercial approach to the
market. In particular, in order to protect their investments, shareholders will agitate for the
lowest cost, lowest risk business model, and for products and services that will serve the market
and therefore attract customers. Consistent with that approach, the exchange should seek to
outsource processes wherever possible. This will reduce the upfront costs of the exchange and
facilitate speed to market for its services, both of which will reduce risk to the investment.

The GCX should be organized as a profit-making corporation owned by shareholders. Some
government ownership is supportable as there are both microeconomic and macroeconomic



benefits to the nation from a commodity exchange. In particular, the likelihood that the security
of a sound warehouse receipt system and predictable commodity prices will attract finance to the
agricultural sector is an economic benefit that is not captured by the profit motive of an
exchange.

7.2 Inquiries into the Ownership structure for the GCX

Our discussions with the GCX Project Office are consistent with a mostly private sector
structure. GCX has received investment commitments from a broad group of banks, funds,
international organizations, foreign exchange operators, and the government of Ghana.
Commitments total $15 million, of which the government represents about 10%. No one
shareholder would have control or even a blocking minority. We understand the group includes
Ghana Commercial Bank, EcoBank, Eleni, and IFC. This is a very sensible structure.

We enquired about any conditions precedent to the consortium completing its investment, and
gathered that essentially, there are three:

- First, the exchange must be incorporated as GCX or under any other preferred name.

- Second, the draft regulations on the Commodity Exchange and the Warehouse Receipts
System must be passed by parliament.

- Third, the “technical partner” close on its investment. The technical partner is Eleni, an
Ethiopian-based consultancy that is owned by the entrepreneur who founded the Ethiopia

- Commodity Exchange.

We also investigated about the role and rights of Eleni. We were told that Eleni shall have no
special powers other than to make recommendations and will be no different than any minority
shareholder. However, the requirement of the other shareholders that Eleni be invested raises a
question about its role. If Eleni is to have no greater role than any other minority shareholder,
what specifically is its investment, as opposed to any other minority investor, a condition
precedent to funding? At a minimum, we suggest that any related party payments should require
approval of a special committee of the board to be established to research such relationships and
consider third party alternatives.

7.3 Recommended Ownership Structure

Based on the aforementioned-considerations, it is suggested therefore that GCX be owned by a
broad group of private shareholders with the Government of Ghana in a very small (about 10%)
minority shareholding position.

No individual shareholder should be allowed a controlling position, at least in the early years, to
ensure that the exchange serves the entire market and is not seen as a captive of any large trading
house.

Below is a table reflecting the anticipated ownership structure of the proposed GCX. It is
important to note that the named investors have at this stage indicated their commitment to
invest. They have signed onto a letter of intent.



EQUITY INVESTOR PERCENTAGE
Government of Ghana 10%
Ecobank Ghana Limited
GCB Bank Limited
International Finance Corporation
8 Miles Fund 85%
Eleni (Mauritius) Limited
Investor (TBD)
High Net-Worth Investor (TBD)
Employee Equity Pool 5%
TOTAL 100%

8. TRADING PLATFORM AND SETTLEMENT
8.1 Trading Platform

Historically, commodity exchanges, as with other exchanges, began with “open outcry” trading.
Because electronic trading is inexpensive at the margin, and does not require a physical presence,
it is more likely to attract more interest and therefore volume. A commodity exchange in Ghana
has a greater chance of success to draw sellers and traders if it can be accessed remotely without
the time and physical commitment of traders and broker staff.

Most exchanges purchase trading systems and configure them to local law, regulations, and
market conditions. These systems range in price depending on features and scalability.

Across the business model, GCX can lower its required breakeven level of trading volume by
outsourcing as many processes as possible. Order matching and pre-trading systems could
readily be outsourced to the Ghana Stock Exchange (GSE). However, any electronic system and
the GSE in particular, will require that the commodities first be de-materialized. This means that
a reliable Warehouse Receipts system is an absolute pre-condition to utilize a modern trading
platform in Ghana.

8.2 Clearing and settlement

The integrity of the market and its continued operation are particularly tied to clearing and
settlement. If there is failure to settle a trade, then one party may have lost a valuable asset, both
parties may find themselves still holding the wrong asset and both parties may be uncertain about
their positions. This will quickly cause an exodus from the market and the exchange may
collapse.

The most secure form of settlement is Delivery Versus Payment (DVP), where each party to a
trade hands over its consideration simultaneously. In the spot market, once that has happened,
the trade is settled and neither party nor the exchange has any risk. If the market trades e-WRS
this can be achieved with security and efficiency.

Defaulting on a trade can have a significant cost and carries heavy sanctions, usually including
prohibition from trading in or expulsion from the exchange. If the warehouse receipt exists in
book entry form and digitally, and is issued by a reliable party, then settlement becomes no



different than a share purchase or sale. In that case, DVP is conducted electronically and
instantaneously with very little risk.

Another systemic protection against trade defaults is pre-trade authorization. This can also be
done nearly instantaneously in an electronic system. Basically, the exchange’s pre-trade system
queries its records to determine if the trader has the assets to complete the trade. Similarly, the
selling member may have its product segregated to guarantee the trade (that is an electronic lien
is placed on his/her warehouse receipt at the depository).

With highly integrated software systems, the exchange, settlement center, clearing members, and
even customers can execute trades, settle, see results, and withdraw assets quickly and with
confidence. The investment for such systems represents an upfront major or big fixed cost. A
way to achieve economies of scale without volume in the short term is to outsource certain
processes. Many exchanges outsource settlement as it is a specialized function requiring special
capabilities and competencies. In addition, a settlement center usually requires a banking license
because it sometimes holds customers’ deposits and makes payments. This feature is a barrier to
entry and an added regulatory burden.

One option for the GCX is to outsource pre-trade authorization and order-matching to the GSE.
GSE has an operating system to provide these services for fixed-income and equity trading that
is scalable. In addition, GCX could outsource clearing and settlement to the Central Securities
Depository (CSD), which has a developed settlement system to provide T+3 settlement. CSD
utilizes a Millennium IT system for clearing and settlement. Johannesburg Stock Exchange
(which includes futures), London Stock Exchange, and ICAP also use this system.

In discussions with the GCX Project Office, we heard conflicting indications about these
processes. Some have agreed that outsourcing is the intended route. Others have suggested that
the GCX could either purchase or even build its own integrated depository, trading, and
settlement systems. Outsourcing offers the benefit of quicker market entry, known and tested
systems, and lower breakeven point

In order to attract both buyers and sellers to the market, the physical infrastructure needs to
parallel their business models. That is the warehouses need to be at transportation hubs that
approximately suit the needs of both farmers and shippers. In the physical domain, this
minimizes the time and inefficiency for delivery. It also benefits virtual or electronic trading as
it is easier to deposit commodities and create negotiable warehouse receipts.

9. THE CASE FOR FUTURES
9.1 Futures contracts (Derivatives)

Ghana can add futures contracts (derivatives) to its commodity exchange with only a relatively
modest incremental or additional cost. Many of the systems used for spot trading could also be
applicable to futures trading. The principal difference is that a futures contract spans a period of
time during which a party must perform a substantial financial transaction. This introduces
credit risk or counterparty risk, which in a well-designed spot market, essentially does not exist.



Derivatives are a classic example of a financial market response to a set of problems in the real
economy. They constitute an important and constructive business tools to improve the
predictability of many economic events, manage risks, and safeguard investments. Risk and
uncertainty are disincentives to business expansion and investment. However, they are rife in the
volatility of currencies, commodities, interest rates, and many other revenue and cost
components. If that volatility can be controlled or muted, economic expansion, job creation, and
increased investment can be encouraged. This should attract more financing to the Ghanaian
agricultural sector as lenders are able to offset risk directly by buying a future on their collateral
or indirectly by requiring their borrowers to do so.

The size and breadth of the market, combined with media attention during and after the 2008
global financial crisis, gave the impression that derivatives are complex and risky. However,
while some are structurally complicated, they are typically straightforward. It is a contract

between two parties the value of which is related to, or derives from, another specified asset.

If the underlying asset is a physical asset, such as oil or wheat, considerable detail must be
established on an exact description, including quantity, quality, location, and delivery terms.
Where the underlying is an intangible asset, such as currency or equity shares, the delivery
mechanism is much simpler, usually electronic. If actual delivery is not intended or is restricted,
then a derivative can be structured as Non-Deliverable Forward (NDF) and the parties settle the
difference between spot market and strike price at expiry in an agreed currency, not in the
underlying asset.

Where derivatives are meant as hedges, the concept is that the derivative has the opposite risk of
the existing business risk. The fact that derivatives, whether used as an investment or for
speculation, are volatile does not discount their role in managing risk. In order to encourage the
market and offer greater liquidity for those that are hedging, it is useful to have the widest
possible participation. Therefore, neither speculators nor foreign traders should be barred from
participating in the market, except for reasons of credit quality or market concentration, which
are applicable to all traders.

Speculators and foreign traders, especially, can provide the very useful function of arbitrage. If
the price of maize is higher elsewhere, adjusted for transportation and other relevant differences,
then foreign traders or large domestic traders, can buy in the Ghana market and sell in the foreign
market. They will do so in volume until the price, net of transportation differences, converges.

9.2 Risk management

There is a natural tension between attracting market volume and risk management. In order to
provide for best price discovery and liquidity (the availability nearly continuously of a bid and
offer) a market would benefit from the broadest possible participation. However, to ensure that
trades are completed fairly and settled as intended, rules are necessary.

The first line of defense in risk management is access to the exchange. Members must meet
certain net worth requirements depending on their role in the market. Trading members may be
required to execute their trades through a broker or clearing member, who in turn guarantees
their side of the trade. The best protection for an exchange is to match orders and quickly settle



the trade by delivery or payment. This ensures that the exchange’s role as intermediary is as
short as possible. Hence, clearing and settlement become central to the integrity of an exchange.

In its attempt to establish a commodity exchange and warehouse receipting system, Ghana has an
opportunity to benefit from some of the mistakes in and by other countries and design a market
structure that mitigates the principal systemic risks of derivatives. It is not possible or desirable
to eliminate risks of the derivative contracts themselves as they are designed to transfer risk
which implies that some investors avoid risks while others take on or assume risks. The aim is to
have a viable functioning market which is sound and does not threaten the broader economy and
which actually increases economic activity by enhancing predictability, trust, and transparency.

This can be accomplished by requiring a central counterparty (CCP) to establish and maintain a
higher standard of credit risk-taking as well as allowing ease of market regulation. Once a trade
is agreed between contracting parties, the CCP becomes the buyer to every seller, and the seller
to every buyer. The CCP is always hedged, except in case of default, because when it takes the
long position in a future with one side of a trade, it simultaneously takes the short position with
the other side. From the perspective of the investor, the counterparty risk is mitigated as the
CCP has a known level of capital, a strategy dedicated to stability and credit requirements of its
own. The counterparty risk is not eliminated but it is rather controlled and isolated.

A stable functioning market will also benefit from a requirement that derivatives must be
exchange-traded, unless an exception has been granted in advance. Exchange trading provides
both the essential data to set collateral requirements and the exit mechanism for the offsetting
position. Exchange rules would exclude the defaulting counterparty from further trading.

While the CCP benefits from exchange trading, the exchange also gains from the CCP. A
derivative is far less transferable when such a sale requires reconsideration of the counterparty.
Ordinarily, such a transfer would therefore require the permission of both sides. With a CCP, the
sale of a derivative does not necessarily entail a change of counterparty. This makes the
investment much more liquid and encourages trading and greater liquidity.

The requirement of exchange trading also incorporates into the market the exchange rules.
These should only emphasize the integrity of the market and not act to quell the inclusion of
speculation. It is in the interest of the Ghanaian farmers and the market to have maximum
liquidity in commodity derivatives. This will provide the best pricing and encourage investment
and financing in the agricultural sector.

Some derivatives contracts are structured as non-deliverable forwards (NDF) or futures. Under
such a contract, the seller does not actually deliver the underlying asset on which the derivative
is based but instead pays the amount of the gain (market price less strike price), if any, to the
buyer. This element must be a necessary part of the agreed contract structure up front. This
feature is most common where the specific delivery is not intended or where there are
restrictions on the underlying asset. Commodity export restrictions or currency sale restrictions
would be examples. A contract may be structured as NDF on natural gas or grain if, for example
a buyer wanted to hedge future costs of gas or grain based on the most liquid market but then
buy natural gas or grain in another market because of location advantage.



Once a derivative is designed and documented in the form of a contract, it can be traded in the
secondary market. Trading can be done either over-the-counter (OTC) or on an exchange. The
same is true for primary issuance. Exchange trading requires a considerable amount of
standardization of the contract terms in order that the contracts are fungible to encourage
volume. Ifan asset can be defined in a way that makes it consistent and available in volume,
then exchange trading becomes feasible. If the price fluctuates, then trading becomes desirable
both to the farmer (for hedging) and to the investor (for speculation).

With financial innovation, the types of risks that can be offset using derivatives has expanded
considerably. This reduces the overall risk of an enterprise, industry, or economy. Derivatives
have broadened far beyond the original wheat contract to other agricultural commodities, coal,
steel, oil and gas, currencies, interest rates, equities and equity indexes, and credit risk.

Use of derivatives can be a stabilizing influence on a business or an economy. While derivatives
had very much the opposite effect in the 2008 global financial crisis, that is in part because of the
structure of the derivatives market and the default of a large market participant. Those risks can
be mitigated through careful market structure and regulation.

If the members and their clients are financially sound, there is no reason to limit their activities
except as to concentration of exposure. As a lender, the CCP has an appropriate role in limiting
the total net positions of any one counterparty. However, there is no reason to limit speculation
per se. It is in the interest of Ghana, its farmers, and the market to have maximum liquidity in
derivatives. It will provide the best pricing and encourage investment in the underlying assets
which eventually will include government securities and equities.

9.3 Standard Contract Terms

In order to allow exchange trading, it will be necessary for derivatives contracts to be somewhat
standardized. That is not a particularly limiting requirement in that any underlying asset that can
be delivered can sustain a derivative. Each contract should represent a given notional amount.
For example, a wheat contract might incorporate 5,000 bushels which is the standard CBOT
futures contract. For physicals items, it is necessary to define the quality and establish a process
for judging the quality. Delivery terms must also be specified, usually with a central physical
delivery point where there is storage availability. Even in the case of intangibles, the underlying
asset must be explicit. For example, the closing price of Ghana Commercial Bank (GCB) on
GSE on a specified future date such as 30 September 2015 may be used.

The vast majority of derivative contracts can and should be structured along standard terms in
order to provide for the liquidity, trading rules, and transparency of exchange trading. However,
there will be uncommon situations where unique terms are called for, such as a future on a
commodity for which there is no liquid spot market, small volume commaodities, or those without
standard accepted quality or grading. Innovation of structures and new underlying assets should
not be discouraged. This will sometimes call for over-the-counter (OTC) trading. The regulator
should be authorized to permit OTC contracts only on an exceptional basis with prior approval
and with demonstration that the contract cannot be suited to exchange trading. OTC derivatives
could be further discouraged by denying them access to the CCP and with a higher margin



requirement. Both are justified on economic grounds; the CCP needs exchange trading to
monitor value and the lack of exchange trading makes margin levels just an estimate.

10. CONFIRMING FEASIBILITY OF GHANA COMMODITY EXCHANGE
10.1 Searching for Suitable Comparisons

Commodity exchanges typically have high fixed costs (staff and infrastructure) and low variable
costs (the incremental cost of an individual trade). As such they have great economies of scale
and their success is very sensitive to trading volumes. Further, the level of prices for the
underlying commodities is not as important to the exchange as the volatility of those prices. For
this reason, and to serve the agricultural industry, it makes sense for Ghana to offer futures (and
other derivatives) as well as spot trading.

There are very few comparable markets to look to in analyzing the Ghanaian opportunity. The
largest and most successful market in Africa is in South Africa where the Johannesburg Stock
Exchange (JSE) has a commodity market. However, that market is for derivatives only and their
segment reporting aggregates agricultural commodities (maize, wheat, and soy beans) with oil
and metals. Commodity trading accounts for less than 2% of JSE revenue. Still for the most
recent fiscal year, JSE collected ZAR 48.8 million (equivalent to USD 4.2 million) from
commodities trading. This is not trading volume but just the fee income to the exchange from
that sector.

The Mercantile Exchange of Madagascar could potentially offer comparable data but it does no
public reporting (unlike JSE, which is a public company). Nigeria has announced the Nigeria
Commodity Exchange but has been inactive since that time. Uganda has also announced an
initiative without results.

The Ethiopia Commodity Exchange probably offers the best comparable for an agricultural
frontier market. For the most recent fiscal year, the ECE reported total trading of ETB
(Ethiopian Birr) 26.2 billion (US$1.3 billion (ETB20.34 to US$1), this in its sixth year of
trading. It is important to note that this figure represents trading volume and not revenue to the
exchange.

From that volume, it earned revenues of ETB 327 million (UD$ 16 million), 1.23% of trading
volume and reported costs of ETB 222 million (US$11 million), this cost represents 0.85% of
trading volume. This is from spot trading alone. As ECE may not, and likely does not, report
under IFRS accounting standards, the net amount of ETB 105 million (US$5.2 million),
representing 0.38% of trading volume, would probably equate to EBITDA. This suggests an
EBITDA margin of 32%. The principal difference between EBITDA and net income or pre-tax
income is depreciation, which can be substantial for an infrastructure company.

To make this data useful in forecasting demand in Ghana, we analyzed it in the perspective of
agricultural production. For the most recent reporting year, the Central Statistical Agency of
Ethiopia reports agricultural production of ETB 230.8 billion (US$11.35 billion). This means
that ECE trading volume represents 11.4% of production, and exchange revenue represents
0.14% of production. This implies that if ECE had 100% market share, its intermediation costs



would be 1.23% (derived from dividing 100 by 11.4 and multiplying by 0.14%). That is quite
efficient for a small market and contrasts with the National Resources Institute finding that in
Ghana, “distribution margins — between farm gate and wholesale/retail prices — tend to be very
wide.”

For comparison the Chicago Mercantile Exchange (CME), the leading global commodity
exchange, had 2013 revenues of USD 2.9 billion, representing 0.61% of US agricultural
production. CME has more than 100% market share because it offers both spot and derivatives
trading, but its intermediation costs are still extremely efficient. For comparison, CME reports
EBITDA margins of 66%, partly due to its dominant market share.

The principal benefit of an exchange is to transfer more of the value chain in agriculture to the
farmers and away from inefficient intermediaries. This attracts more investment into productive
farms and other yield improving supplies, technologies, and infrastructure. Even those producers
that do not sell on the exchange will benefit from the transparency of price setting. Farmers that
sell off the exchange can point to widely disseminated price discovery when negotiating private
trades. This represents the strongest case for a commodity exchange in Ghana.

10.2 Critical Mass

Because of the high fixed cost of a commodity exchange it can sometimes take years to reach
volumes and revenues to cover those costs or achieve critical mass. For example the Ghana
Stock Exchange operated for five years before it became profitable.

The Natural Resource Institute in its report for the Securities and Exchange Commission
developed a forecast of revenue and expenses, as well as the needed capital investment for an
exchange. They estimated that the fixed operating cost of the exchange would be just over $2.1
million upon achieving scale. On this basis they believe breakeven would be achieved in the
third year. On a worst case basis they forecast $2.5 million in revenue in year 5.

However, it should be noted that in both NRI cases approximately 1/3™ of forecast revenue is
from warehouse receipt fees, a business line that may accrue to others, such as the GGC. They
state that breakeven occurs when 9% of the formal agricultural market is exchange traded. For
comparison, the Ethiopia Commodity Exchange has approximately 11% market share, with the
subsidy of mandatory exchange trading for coffee. NRI indicates that an exchange would
require $9 million in up-front capital and total capitalization of $11 million.

The Ministry of Trade and Industry also completed a forecast for a GCX capital budget. That
report indicates total capital expenditures of $8.8 million; however, that is for upfront costs only.
The total capitalization under their model would have to be higher to cover losses incurred prior
to breakeven.

Compare the NRI operating budget of approximately $2 million to the actual costs in the
Ethiopia case. As described above, the total expense in the most recent year at ECE was ETB
222 million, which equates to approximately $10.8 million. With such a cost structure, an
exchange in Ghana would need to achieve nearly a 50% market share in order to break even. To
put this in perspective, NRI estimates the total formal commodity market at $745 million. They



predict trading volume (the value of the commodities as opposed to the fee income from that
trading) in the third year of $80.9 million or 11% market share. A forecast by Eleni in August
2013 expected third year trading volumes on the exchange of $696 million.

Extrapolating the actual Ethiopia data to Ghana appears on the face of it to be promising.
According to the Ghana Statistical Service in 2014, Ghana had agricultural production of GHS
21.6 billion (US$6.35 billion). The Ethiopia comparable indicates that an exchange in Ghana
could target trading volume of GHS 2.46 billion (US$725 million) — 11.46% of total agricultural
production and revenue from trading fees of GHS 30.3 million (US$8.9 million). However, as
cocoa must be sold to the Ghana Cocoa Board, it is essentially not a traded commodity for the
sake of the GCX. Adjusting the market to exclude cocoa implies a total market of GHS 16.9
billion (US$4.97billion), trading volumes of GHS 1.9 billion (US$558 million) and exchange
revenue of GHS 23.7 million (US$6.97 million) - all based on ECE comparable.

10.3 Mandate Trading

A very important distinction is that Ethiopian law mandates exchange trading in certain
commodities, including coffee. Best practice for derivatives is moving toward standard
contracts and mandatory exchange trading, a lesson from the 2008 financial crisis. The
economic case to support mandatory exchange trading for derivatives is sound and universal. It
is based on the financial stability and market surveillance that stem from a central counterparty
(CCP).

However, the case for mandatory exchange trading in the spot market is not as strong. The GCX
Project Office reports that the draft SEC law includes a provision that allows the SEC, from time
to time, to issue a partial mandate for commodities trading. Such a mandate might require all
commodity trades above a certain tonnage to be exchange traded. This mandate could take the
form of either a regulation or a guideline (which are binding under Ghana law).

We are not recommending such a mandate but it might serve to demonstrate to participants
the attractions of efficiency, quality, and price that would eventually draw volume to the
exchange on market principles. Without some kind of mandatory trading the GCX is likely to
struggle to attain the targets above. Knowledgeable market participants question how much
trading would be drawn to an exchange, and even the GCX project office has predicted at least
five years until breakeven. For comparison the GSE became profitable in approximately its fifth
year.

However in view of the above benefits of mandating it may be advisable for the GCX to utilize
partial mandating in government institutional purchases, World Food Programs beyond a certain
minimum volume of trading and Futures trading.

Due to lack of scale, margins at GCX are more likely to approach Ethiopia levels rather than
CME. The Ethiopia comparable does not include derivatives, the addition of derivatives in
Ghana would improve exchange revenues and margins, as well as providing a greater service to
farmers.

We discuss the implications of this for profitability and sustainability under Ownership.



11. SITUATIONAL ANALYSIS

11.1 Activities undertaken towards the establishment of the GCX

Since 2009, when the Government of Ghana decided to facilitate the establishment of a
Commodities Exchange for Ghana, a number of activities have been undertaken towards
achieving this objective.

The following attests to these efforts:

a.

A feasibility study was commissioned by the Securities and Exchange Commission
(SEC) to determine whether Ghana was ready for a Commodities Exchange

Report of the feasibility study identify the gaps existing in making this a reality.

The report concluded that Ghana was indeed ready for the Exchange and identified areas
where work was required to be done.

This included the promulgation of a legal framework and also amendment to certain laws
to make this a reality.

The Government, under the Ministry of Trade and Industry, put together a National
Technical Committee made up of key Government Agencies and the private sector
represented by the Ghana Grains Council to review the Feasibility Report and also
implement the finding of the Report.

The Technical Committee, with the assistance of the UNDP, facilitated the drafting of
legal frameworks for both a Commodity Exchange and a Warehouse Receipts System.
Field trips, workshops, and seminars were attended by the staff of the Project Office
(both local and International)

The Ministry of Trade and Industry, upon the advice of the Technical Committee signed
a MoU with Eleni LLC, a company dedicated to establishing Commodity Exchanges in
frontier markets.

As part of the MoU, Eleni LLC, as technical partners to the GCX Project, were mandated
to conduct an assessment of the agricultural sector of Ghana and to recommend a
roadmap tailored to meet Ghana’s needs.

Eleni LLC was also mandated to assist in putting together a consortium of investors from
private sector to invest in the GCX Project.

The Committee also adopted a Public Private Partnership model for the GCX with the
Government of Ghana holding not more than 10% of the equity stake in the GCX.

The road map has been successfully completed and a consortium of investors are
currently negotiating an Investment Agreement.

The group of investors have signed Letters of Intent indicating their commitment to
investing in the Project.

The Government of Ghana has also demonstrated its commitment to the Project by
deciding to disburse its equity stake ahead of the other investors to commence the design
phase of the project in the second quarter of 2015.

Various stakeholder consultations have also been held with key and potential partner and
potential users of the Commodity Exchange - including the Ghana Grains Council (and
some of its membership), Wienco, some market queens, NAFCO, etc.



From the GoG’s perspective on establishing the GCX, there are three phases or stages to be
completed i.e. the design phase, the build phase, and the trading or operational phase:

- The design phase expected to commence in the second quarter of 2015. It will focus on
recruitment of staff, putting together various regulatory and business manuals, holding high
level discussions with policy makers and key stakeholders etc. It should be noted that the
GCX Project Office has tendered out the recruitment of 13 managerial positions for an entity
that has not even started yet trading.

- The build stage expected to follow within a four-months from the start of the design phase.
During this phase technologies and strategic MoUs will be signed and other procurement
activities will be undertaken. Training and capacity building for various actors will also be
undertaken.

- Trading by the end of the year 2015, at the earliest.

11.2 Gaps and Expected Actions

Currently, gaps exist in many areas of the project. Attempts are however on-going to address
them as and when they arise. In addition to the legislative issues, inadequate and poorly located
warehouses, other specific gaps identified for the project for which support is being sought are
the lack of capacity for the Regulators, and the continuous sensitization and training of farmers
and other relevant stakeholders.

Some of the gaps that have not yet been addressed relate to the legislative instruments to be
completed as stated below:

- Securities and Exchange Law (Amendment), 2014 — to incorporate the regulation of the GCX
and WRS - is still in the drawing board with parliament.

- Draft Regulations — Ghana Commodities Exchange, 2014 — still with Cabinet

- Draft Regulations — Warehouse Receipts System, 2014 — still with Cabinet

These three pieces of legislation may take time to finish. As of today, there is no credible
estimate of how long it would take to complete these. This may not pose a problem since some
nations have started these projects before the finalization of the enabling legislations. However,
USAID might support the GoG to expedite the passage of this legislation, if it resolves to assist
with the establishment of the GCX.

To address the issue of lack of capacity of regulators, support can be given through:

- Field trips, study tours, attachments, and other forms of collaboration or engagement with
global institutions such as the US Commodity Trading Futures Commission (CFTC),
Canadian Commodity Exchange, CBoT, CME, US SEC, etc.

- In-country training, as well as knowledge sharing with emerging commodity exchange
regulators in countries like South Africa, India, Ethiopia, Turkey, Brazil, etc.

- Other support can be given to the regulators through engagement with the USDA-Kansas
City Commodity Office (KCCO) and/or other institutions, as well as study tours and
knowledge sharing with Warehouse Receipts Regulators in Eastern Europe, Indonesia, South
Africa, Malawi, etc.



Some of the areas that the SEC will need technical assistance include:

- Development of manual for supervision

- Training Manual for staff

- Training of staff which should include risk identification and management, understanding
commodities exchange products, trading of commodities, etc.

- Development of derivative rules and regulations, and

- Attachment programs to countries with CSX and WRS.

- Specifically identified training for Management and key operational staff.

In addressing the issue of Farmer Capacity Building to link to the Commodity
Exchange, effective tools should be developed and implemented such as:

- Poster programs at warehouses

- Participatory rural information kiosks

- Cooperatives and farmer unions or association level training or sensitization
- Rural road shows including theatre enactments

- Electronic media education, edutainment programs (TV and radio), etc.

12. NECCESARY NEXT STEPS FOR SPONSORS OF THE GCX

Although the GoG has finally launched the GCX on June 2015, these consultants believe that
before the exchange can function properly, the Project Office Team must undertake the
following actions:

a.Finalization of the pending Legal and Regulatory Framework
1. Securities Industries Law (SIL)
ii. Regulations for the GCX
ii1. Regulations for the WRS

b.Establishment of the WRS (with the acquisition of the appropriate Information Technology).
The model adopted for Ghana is to establish both the GCX and the warehouse Receipt
System in parallel. Thus as soon as the design phase starts in May 2015, steps for the
warehouse receipt system also commence with the building of new warehouses and signing
agreements with existing warehouse operators to use their facilities, Facilities that need to be
upgraded for the use of the GCX will be upgraded with the collaboration of the existing
warehouse owners.

c.Release of funds by Government and the Private sector investors. We are informed that
Government funds are currently going through the processes that should lead to disbursement
in 2015. The other partners are committed to disbursing once agreements are signed. This is
also expected by the GCX Project Office to be in 2015. However we anticipate that this
might be delayed by a few months as guarantees are yet to be signed.

d.We are informed that Government funds are currently going through the processes that
should lead to disbursement in 2015. The other partners are committed to disbursing once



agreements are signed. This is also expected to occur in 2015. However we anticipate that
this might be delayed by a few months as guarantees are yet to be signed.

e.Recruitment and setup of the offices. In order for the Exchange to commence trading by mid-
2016, recruitment of staff and training should commence by the third quarter of 2015.

f. Capacity building for the various stakeholder. An extremely important engagement is
required in the area of capacity building, public sensitization, education and training for
certification. The target audience is varied and includes farmers and farmer groups, rural
traders, wholesale traders, brokers in major market towns, processors, exporters, policy
makers, regulators, and service providers

The capacity building effort must be viewed as a continuous function and responsibility of
the Exchange, the regulators and other stakeholders. A useful training approach should be
adopted i.e. the train-the-trainer model.

Formal Capacity building to be conducted by the GCX and should commence by September
2015 and should be ongoing as needed. However, capacity building for Regulators should
commenced immediately upon the design phase as planned as planned by the GCX project
office.

g.Establishment of the GCX (with the acquisition of the appropriate Information Technology).
Technologies need to be acquired during the build phase leading to proposed commencement
of trading by mid-2016.

h.The introduction of futures trading after commencement of spot trading. The start of futures
trading requires establishing the legal and regulatory basis, an integrated set of technology-
powered business operations, from quality warehousing to trading, market data, clearing and
settlement to delivery.

13. RECOMMENDATIONS FOR ESTABLISHING SUSTAINABLE COMMODITY
TRADING SYSTEMS

The following recommendations are offered to advice the way forward for the successful
implementation of an effective system for commodity trading in Ghana, including primarily the
WRS and its subsequent evolution into the GCX.

GHANA COMMODITY EXCHANGE AND WAREHOUSING RECEIPT SYSTEMs

RECOMMENDATIONS
?gSAIIJlE AREAS OF CONCERN RESPONSIBILITY
A commodity exchange would be hampered by inefficiency without the SEC, GGC,
Develop a | dematerialization of its product. There are a whole range of problems or
sound complications to be solved without a WRS.
warehouse
receipt The first is the very cumbersome problem of product delivery. The GGC, SEC
system exchange would have to rely on third parties and traders to transport and
deliver huge quantities of often perishable products. Physical delivery also
fractures the modern settlement process. With an abstract form of title, a




warehouse receipt, Delivery-Versus-Payment (DVP) can be effected on a
computer server. In the case of physical delivery, the product and the
payment exist in different dimensions. The delivery of a commodity must
be reported to a clearinghouse by human intervention. This adds risk of
human error or fraud. The time it takes for that confirmation also introduces
risk to the trade. Further, the time it takes to both deliver and confirm
delivery leaves the seller without payment for a period and exposed to price
changes in the case of a failed trade.

Physical trading carries risks of quality, quantity and security. Prior to or
upon delivery, the buyer must determine that the commodity is of the grade,
purity, and condition suited to his requirements. Protection of the
commodity is necessary while in the possession of either the seller or the
buyer. During delivery, that responsibility is uncertain until final settlement.
Quantity, quality, and security uncertainties all lead to hesitancy to pay
market price and result in discounts and illiquidity. A properly designed
Warehouse Receipt System manages all of these risks.

GGC and any other
prospective
Warehouse
Operators or
Mangers and

regulatory authorities
(SEC and GSA)

Upon delivery to the warehouse, the commodity is tested for grade, purity,
water content and weight or volume. Once a receipt is issued by the
warehouse operator, he promises to deliver the stated commodity to the
holder of the receipt. Further, the promise is supported by various
protections up to a financial guarantee from an insurance company. This
ensures standard of quality and quantity truly converts the product to a

GGC and any other
prospective
Warehouse
Operators or
Mangers and
regulatory authorities

commodity. The receipt itself dematerializes the product and facilitates | (SEC and GSA)

exchange trading. Particularly, in cases of book-entry, digital or “e-”

receipts, the commodity can be traded DVP against an account, which is the

modern form of cash.

An exchange can never hope to achieve scale without a sound Warehouse

Receipt System to represent title with a high degree of integrity. With a

WRS, a commodity can be traded multiple times even per day and

subdivided and aggregated in any permutations. For these reasons, an

exchange requires a WRS in order to trade volume and to be seen as

dependable.

An exchange is not a prerequisite for a WRS as it still offers value to the GCX Project Office,

market. On its own, a WRS still allows farmers to time their sales to FARMERS,

seasonal price fluctuations, facilitates financing by creating reliable title and | BUYERS,

protecting collateral, and offers quality and quantity assurance to buyers. LENDERS,

However, a WRS is enhanced by an exchange because it highlights the value | FINANCIAL

of the WR deposits relative to off-market prices, supports the values with INSTITUTIONS

liquidity, and provides an efficient sale of collateral for lenders.

We recommend that the USAID offers design and implementation support of | USAID, MoTI,

a modern system of warehouse receipts. While GCX could sponsor its own | GGC, SEC

system, it makes sense to at least consider taking advantage of the

momentum behind the GGC system. At this writing, GGC has analyzed its

past default and is developing a remediation plan. [fthis plan is

comprehensive enough, it should be supported as a pre-condition to a

commodity exchange.

Starting the WRS at least a year before the commencement of the GCX will | USAID, MoTI,

not be out of place. This will ensure that the WRS is developed to the point | GGC, SEC, GCX

that it wins the trust, confidence, and supports of the players in the market, Project Office

especially the financial institutions and the farmers.
Outsource | While comparable data indicates promising trading volumes, probable actual | GCX Project Office,
certain exchange demand of the GCX is uncertain to determine. Various studies WAREHOUSE
exchange have indicated operating costs of an exchange, most of which are fixed, OPERATORS,
processes ranging from $2.5million to $10.8 million. Similarly, estimates of the GGC,

capital needed to launch an exchange varied from $6 million to $15 million. | COLLABORATORS




Until trading volumes justify a full cost design, it is sensible to find ways to
reduce costs and minimize risk.

An exchange can outsource many processes as described below, and can
probably structure contracts on a per-transaction basis. This would have
the benefit of reducing operating costs in the early years and of making
some, perhaps much, of its costs volume based. If volumes take off, this
would likely have the long-term effects of reducing gross margins and
profits but these processes can be brought back in-house at that time.

FARMERS,
SELLERS,
BUYERS, SEC,
GSA, FINANCIAL
INSTITUTIONS

Outsourcing will also reduce the up-front costs of buying or building some
of the key systems. This will lower the initial investment needed to
commence operation, which will be much more attractive to prospective
investors during the organizational phase. This should enhance the
exchange’s ability to raise the capital needed to begin development.

GSE, CDS, GCX
Project Office

Outsourcing should also improve the exchange’s speed to market.

GSE, CDS, GCX

Negotiating and implementing an outsourced arrangement will be much Project Office
faster than a design and build model. It may also be faster than purchasing

systems off the shelf and configuring them.

By outsourcing processes, the exchange will have the benefit of a lower USAID, MOTI,
breakeven level, lower up-front investment, and greater speed to market. MoF,

This will enhance the sustainability of the exchange. We recommend that
USAID supports the exchange by lending its prestige to a transparent
consideration of a commercial modern approach of outsourcing processes in

the exchange’s early years. Good candidates for outsourcing include the
trading platform, clearing and settlement, and warehouse receipt depository.
In each case, there are Ghanaian domestic suppliers or service providers
with both the expertise and scalability to perform those roles.

Order-matching and pre-trading systems could readily be outsourced to the
Ghana Stock Exchange (GSE). The GSE utilizes the Ultra Trade System
from InfoTech, which offers ready scalability. GSE has been operating
successfully for twenty-five years now. GSE’s order-matching and risk
management systems mean that it has virtually no failed trades.
Furthermore, the GSE has been aggressive in updating its systems to
anticipate market demands. It is currently developing an upgrade to add new
services and features, among which is the capability for stock margin
lending. This includes the ability to dynamically record liens and mark to
market collateral. These capabilities would be a necessary component to
taking and managing margin if futures are introduced into the GCX.

GSE, GCX Project
Office,

Many exchanges outsource settlement, as it is a specialized capability. In
addition, a settlement center usually requires a banking license (because they
sometimes hold customer deposits and make payments). This is a major
barrier to entry and an added regulatory burden. GCX could outsource
clearing and settlement to the Central Securities Depository (CSD), which
has a developed settlement system to provide T+3 settlement. CSD utilizes
a Millennium IT system for clearing and settlement. Johannesburg Stock
Exchange (which includes futures), London Stock Exchange and ICAP also
use this system. Securities are transferred on CSD and cash is settled via the
Ghana Inter-bank Settlement system on a net basis. That clearinghouse can
only be utilized for commodities that have been dematerialized via
warehouse receipts. With all trading assets dematerialized, CSD has the
capability to provide T+0 same day settlement and, perhaps, even
continuous real time settlement.

BoG, CSD, GIBSS,




Prospectively, the GCX could outsource the warehouse receipt depository to
GGC. We say prospectively, because while GGC has a system in operation
presently, a default in 2013 has led it to redesign most processes. Currently,
it is considering bids for supporting IT systems and is drafting new rules for
warehouse operators. Among the expected changes are clear separation of
responsibilities to avoid conflicts of interest, mandatory 24/7 hour
surveillance, contractual obligations in favor of WR holders, and financial
guarantees of those obligations from investment grade issuers. A useful filter
or precondition for whether GCX should consider GGC for this role is if
lenders begin accepting GGC WRs as collateral for lending after the
redesign. We anticipate that this will eventually be the case.

Build
capacity,
but only
when
needed

Utilizing the exchange for trading and risk management, as well as running GCX Project Office,
the exchange and regulation will require new skills. Familiarization, SEC, GSA, ALL
training, and education should be provided to all stakeholders. Per the GCX | STAKEHOLDERS,
RoadMap, the target audience is varied and made up of farmers and farmer | MARKET QUEENS,
groups, rural traders, wholesale traders and brokers (market queens, AGGGREGATORS,
aggregators etc. ) in major market towns, processors, exporters, policy POLICY MAKERS,
makers (local and national), regulators, service providers (banking,

insurance, telecommunications, transportation, etc.)

Under the draft legal framework for Ghana’s Commodity Exchange and GCX Project Office,
Warehouse Receipts System, the Securities and Exchange Commission SEC, GSA,

(SEC) has been mandated as the overall Regulator. Due to capacity
constraints, the SEC is further mandated to delegate any of its functions that
it deems necessary for regulatory purposes to other qualified bodies, such as
the Ghana Standards Authority (GSA). There is the need to build the
regulatory capacity of these two (2) institutions and any others that may be
identified by the SEC as being capable of carrying out some of its regulatory
functions.

The necessary support and capacity building that is required will include
developing commodity exchange regulatory capability through engagement
with institutions such as the US Commodity Trading Futures Commission
(CFTC) and the US SEC through study tours, in-country training. Also as
knowledge sharing with emerging market commodity exchange regulators
like the Forward Markets Commission in countries like India, Ethiopia,
Turkey, or Brazil.

Support is also required to build the capacity of the Ghana Standards
Authority (GSA) and possibly the Ministry of Food and Agriculture and
Ghana Grains Council, to develop Warehouse Receipt System regulatory
capability. This could be achieved by engagement with the USDA-Kansas
City Commodity Office (KCCO) or other similar institutions, as well as
study tours and knowledge sharing with Warehouse Receipts regulators in
Eastern Europe, Indonesia, or South Africa.

GSA, MOFA, MoF,
GGC, MoTI, GCX
Project Office,

We recommend that the USAID supports information sessions, acquisition
of educational materials, and training sessions for the exchange stakeholders.
However, we suggest this work be conditioned on remediating the
Warehouse Receipt System as that is our precondition to an exchange in
Ghana. Two important milestones for this are the GGC board approving
new rules for member warehouse operators, and a new integrated IT system
configured to issue, control, and extinguish receipts and record the
obligations that support them.

GCX Project Office,
MOFA, SEC, GSA,
GGC, MoTI,




ANNEX I. Stakeholder Meetings/Discussions

Company

CONTACT ISSUES
DATE | INSTITUTION PERSON / DISCUSSED REMARKS
INTERVIEWEE
27%Feb | MOTI Mr. Joe Tackie GCX strategy | GGC WRs is now better but not perfect
4" Mar | Technical Have commitments for $15MM equity
23" Mar | Committee (conditioned on CX and WR regs,
23 Apr GCX corporatization, investment by Eleni)
Government favours process outsourcing
GSA is capable of regulating warchouses
Need capacity building at SEC
4" Mar Ghana Mr. Robert D. GCX strategy | Intend to build their own systems (candidates:
23 Mar | Commodity Owoo Softribe, Axxon)
Exchange Hope to get volume via “partial mandate”
Project Office Thinks market sophistication for futures is 10
years away
Need capacity building for farmers, GSA, SEC
Planned sensitization programme for all
stakeholders in the value chain
5% Mar Ghana Grains Dr. Godwin Control Prior default: conflict of interest, collateral
Council Ansah - CEO systems manager AWOL
African Fired Ecosafe, hired DMT
Connections Setting new warehouse rules and new MIS
history (expected to complete in 6 months)
Currently, shopping for a $10MM bond
supporting WR guarantees
10" Mar | Ministry of Dr. Sam Mensah Regulatory Currency forwards by banks are very thin
Finance Hon. Mona structure volumes
Quartey — Deputy | Demand Consider SRO with SEC oversight
Minister
10" Mar | CCH Finance Mr. Alexis Aning | History of Conflict of interest in the African Connection
House Limited | Major Rtd Ablorh | African case. CCH is the lender to African Connections.
Quarcoo. Connections CCH should not be expected to pursue the
WareHouse manager versus the regulator.
If GGC completes the remediation, it will be
accepted by the market.
Thinks an exchange will attract more cash crop
production and be virtuous circle
12" Mar | Ghana Mrs. Elizabeth GCX See regulation and certification as a conflict of
Standards Adetola and Team | regulation interest. Recommends GSA certifies but
Authority another party regulates
Most warehouses are of such poor quality that
they cannot support a standardized products in
current state.
12" Mar | Private Nana Osei Bonsu | Market Thinks WRS will need to operate for years
Enterprise overview prior to an exchange
Foundation Current condition of storage facilities not
satisfactory
12" Mar | Ministry of Eric Zoes - CEO Market Warehouse capability not satisfactory
Food and structure NAFCO and LBCs can act as aggregators to
Agriculture/ reach GCX volumes
National Food
Buffer Stock




12 Mar | Ghana Stock Mr. Ekow Afedzi- | Risk GSE has robust systems including scalable
Exchange DMD management | Ultra Trade by InfoTech
Trading Became profitable after 5 years
systems Virtually no trade defaults experienced
Volume
Profitability
12 Mar | Central Mr. Stephen Settlement Very efficient, including scalable Millenium
Securities Tetteh - CEO capabilities Tech IT systems
Depository Risk Capable of T+0 real time settlement
management | Forward looking management (adding stock
IT systems margin capability)
11" Mar | The Securities Alexander GCX Draft CX regulations are satisfactory
and Exchange Williams- DDG regulation Likes GCX SRO overseen by SEC
Commission SEC currently has no capacity to regulate GCX
Sees need for major capacity building at SEC
and market participants.
11" Mar | UNDP Mrs. Christie GCX history | Believes GGC WRs is scalable
Ahenkorah Points to slow growth of GSE
23" Mar | ADVANCE Kwesi Korboe Role of Good product candidates exist for the GCX
MOFA MOFA can play major role

Current systems need improvements

Local exchange with access open to other
nationals

SEC and GSA can regulate

Serious sensitization required across entire
spectrum

Need to require institutional buyers use GCX
Best Ghanaian expert in industry now is in
Rwanda




ANNEX II. Documents used for the Assessment

Documentation provided by APSP

a.

oo o

Feasibility Studies Towards Establishment of Commodities Exchange in Ghana: Final
Report, August, 2009, Natural Resources Institute.

Ghana Commodity Exchange: Roadmap 2013-2014, Eleni LLC.

Commodity Exchange Regulations, 2014, 10 February, 2014

Warehouse Receipts Regulations, 2014, 10 February 2014.

Study on Appropriate Warehousing and Collateral Management Systems in Sub-Saharan
African and Madagascar, Final Draft, 10 July, 2014, Sullivan Worcester/J. Coulter
Consulting Limited.

Pre-conditions for Agricultural Commodity Exchanges to Achieve Their Potential in
Africa: A Review of Recent Experience, August, 2014, Food Trade, East and Southern
Africa.

Survey of Warehouses and Silos for Establishment of Commodities Exchange and
Warehouse Receipt System (WRS) in Ghana, Annex 2, December, 2008. Final Report,
Natural Resources Institute.

Development of Legal and Regulatory Framework for the Establishment of a Commodities
Exchange and Warehouse Receipts Systems in Ghana: Progress Report, February, 2012,
AESA

Ghana Commodity Exchange (GCX) and Warehouse Receipts System (WRS). Project
Document, 2012, MOTI

Other documents reviewed by Consultants

Warehouse Receipt System — The Zambian Experience: A presentation by Peter Cottan,
Managing Director - National Milling Corporation Limited

Implementing Warehouse Receipt Systems in Africa: Potential and Challenges. Gideon
Onumah, September 2010, Fellow at the Natural Resources Institute (NRI), UK

Concept Note: Does Ethiopia Need a Commodity Exchange? Eleni Gabre-Madhin and lan
Goggin, November 2005

The GGC’s WRS Current Status and Key Findings of the Mission, Alexander A.
Belozertsev PhD, Accra Ghana February 2015.

The Risk Management System of the GGC WRS. By Alexander A. Belozertsev PhD,
Accra Ghana February 2015

Purpose and Potential for Commodity Exchanges in African Economies, Shahidur Rashid,
Alex Winter-Nelson, Philip Garcia. International Food Policy Research Institute November
2010.

Pre-conditions for Agriculture Commodity Exchanges to achieve their potential in Africa:
A Review of Recent Experience; T. S. Jayne et all, August 2014

Commodities Exchanges in Africa: Best Practices www.forbes.com/.../africas...commodity-
exchanges-take-root. Accessed 7th March 2015.
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TOWARDS A SUSTAINABLE SOIL FERTILITY STRATEGY IN
GHANA

This report received funding from the following USAID-funded programs: Ghana Strategy Support
Program/IFPRI (GSSP), the USAID/Ghana Feed the Future Agriculture Policy Support Project
(APSP), the USAID West Africa Fertilizer Program (WAFP), the African Fertilizer and Agribusiness
Partnership (AFAP) and the Innovation Lab for Food Security Policy (ILFSP) at Michigan State
University. The purpose of commissioning this report was to support the Ministry of Food and
Agriculture (MOFA) of the Government of Ghana in developing an action plan for strengthening soil
fertility management in the country, including the development of input policy.

The report is drawn from the findings of a mission of technical experts from IFPRI, IFDC,
ILFSP/Michigan State University, and IITA that visited Ghana from January 26 through February 3.
The team held discussions / interviews with the Minister of Agriculture and other policy makers,
importers / traders, farmer representatives, donors, and other parties, which culminated in a
stakeholder workshop to validate the recommendations.
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Executive Summary

Most efforts to raise fertilizer use in SSA over the past decade have focused on fertilizer
subsidies and targeted credit programmes with hopes that these programmes could later be
withdrawn once the profitability of fertilizer use has been made clear to adopting farmers and
once they have become sufficiently capitalized to be able to afford fertilizer on their own.
This line of reasoning under-emphasizes the evidence that many smallholder farmers obtain
very low crop response rates to inorganic fertilizer application and hence cannot use it
profitably at full market prices. A central hypothesis of this study is that Ghanaian farmers
will demand increasing quantities of fertilizer when they can utilize it more profitably, and
that doing so will require improved agronomic and soil management practices that enable
farmers to achieve higher crop response rates to fertilizer application.

The study’s findings are based on reviews of existing studies from Ghana and the wider
region, key informant interviews of cocoa and maize farmers, international and local
scientists, fertilizer distribution companies and government officials. The study also
benefited from feedback obtained on the team’s preliminary findings, which were presented
at the conference convened by GSSP/IFPRI, APSP, WAFP and AFAP on “Towards a
Sustainable Soil Fertility Strategy in Ghana,” 2 February, 2015 in Accra which brought
together roughly 60 international and local researchers and agricultural sector stakeholders
from the public and private sectors.

The study finds that low crop response to inorganic fertilizer is one of several major problems
impeding the profitable use of fertilizer. There is strong evidence in the literature that if
fertilizer use does not increase the value of crop output more so than the costs of using it,
farmers are unlikely to use it except in cases where the product is heavily subsidized. There is
also robust evidence that farmers respond to incentives. Farmers will demand more fertilizer
if obtaining higher crop response to fertilizer enable them to utilize it more profitably. Doing
so 1s likely to require greater public investment in effective systems of agricultural research
and extension that emphasize bi-directional learning between farmers of varying resource
constraints and agro-ecologies, extension workers, and researchers. Other impediments to the
profitable use of fertilizer on food crops in Ghana are related to the uncertainties and late
announcements of the Fertilizer Subsidy Programme, the fixed transport margins imposed on
fertilizer distributors, which constrains farmers’ access to fertilizers in remote rural areas, and
the widespread practice of seasonal burning of grassland, which contributes to problems of
soil infertility.

There is lack of specific information on the profitability of the different soil-crop-fertilizer
combinations that could be employed in Ghana’s diverse agro-ecologies and soil types. The
lack of such information on crop-fertilizer profitability across the country, and the various
farmer management factors influencing response rates, means that researchers and extension
agents are not in an informed position to provide more than generalized guidance to farmers
about ‘best practices’. Sub-optimal farmer practices with regard to soil fertility management
increases yield risk, impedes farmers’ incentives to use fertilizer, and results in foregone
agricultural output likely to exceed USD400 million annually. Knowledge of soil
characteristics and processes regulating nutrient availability and supply to crops is essential to
raise productivity per unit of fertilizer nutrient applied. The recommendation of the African
Fertilizer Summit (2006) to increase fertilizer use from 8 to 50 Kg/ha nutrients by 2015
reinforces the importance of both inorganic and organic fertilizer for increasing crop
productivity and attaining food security and rural wellbeing in Ghana. The impact of this
target will however vary depending upon the agronomic efficiency of applied fertilizer. This
efficiency varies across ecological zones, farms and fields within farms and greatly affects
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the returns to the recommended 50 Kg/ha. Insufficient and unbalanced fertilization of soils
using fertilizers as well as lack of nutrient conservation technology adoption by farmers
contribute to accelerating the rapid decline in soil fertility. The efficient uses of both
inorganic and organic fertilizers, through Integrated Nutrient Management approach, will
form an important element of a holistic approach for sustainably increasing crop production
in Ghana.
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Introduction

Ghana’s agricultural sector has achieved rapid production growth since the early 1990s and
has contributed greatly to the country’s impressive economic transformation. However,
sustained agricultural growth is not assured, and several important constraints are emerging.
Cereal crop yields remain low and are rising very slowly over time. Use of inorganic
fertilizer is low even by African standards -- 8 kgs per hectare on average -- in contrast to the
Abuja Declaration target of 50kgs per hectare. It is widely agreed that increased use of
inorganic fertilizer is crucial to achieving sustainable agricultural productivity growth.

Current policy efforts are focused on lowering the cost of fertilizer to farmers in order to
increase its use. These efforts alone may increase the usage of fertilizer without necessarily
improving agricultural productivity, due to the very low efficiency with which many farmers
use fertilizer. For example, survey evidence from Ghana indicates widely varying maize
response rates to nitrogen fertilizer application; responses in the range of 5-20 kgs maize per
kg N are not uncommon. These estimates are in line with survey evidence on fertilizer
response rates obtained on farmer-managed fields from many countries in the region (Table
1). By contrast, on-farm trials using best practice approaches tend to be at least double the
response rates show in Table 1, indicating substantial scope for increasing the efficiency with
which farmers use fertilizer if they are capable of overcoming the many constraints that
currently prevent them from adopting these practices.

In much of Africa, including many areas of Ghana, achieving much higher levels of fertilizer
use is inhibited by low crop response rates to fertilizer application, which depress farmers’
incentives to use fertilizer and erode the contribution of increased fertilizer use through
subsidy programs to national development goals. It is increasingly understood that crop
response to inorganic fertilizer in many areas of Africa, including Ghana, are depressed by a
variety of soil degradation problems. Soil fertility management is a crucial yet under-
appreciated dimension of sustainable productivity growth. If soil fertility problems remain
unaddressed, Ghana’s agricultural growth will be impeded, its agricultural lands will become
increasingly degraded, its use of inorganic fertilizer will continue to be low, and it is likely to
become more dependent on food imports as the rate of growth of population or consumption
outstrips that of food production.
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Table 1. Recent estimates of fertilizer application and crop response rates in sub-Saharan

Africa

African study Geographic focus % maize fields Application Estimated VCR

areas receiving rate for users  nitrogen use
commercial efficiency (kgs
fertilizer use output per kg N)

Sheahan et al 20 districts of Kenya Ranges from 26 kg N/ha AP=21 kg AVCR=Ranging

(2013) where maize is 64% (1997) to (1997) rising maize/kg N from 1.3 (high-
commonly grown, 5 83% (2007) to 40kg N/ha potential maize
years of data (2010) MP=17 kg zone) to 3.7
between 1997-2010. maize/kg N (eastern lowlands)

Marenya and Kenya (Vihiga and S. 88% (maize 5.2 kg N/ha MP=17.6kg MVCR=1.76 (but

Barrett (2009) Nandi districts); and maize/kg N fertilizer was <1.0
relatively high- maize/bean on 30% of plots).
potential areas intercrop)

Matsumono 100 locations in 74% 94.7 kgs MP=14.1to MVCR=ranging

and Yamano Western and Central fertilizer 19.8kg hybrid from 1.05 to 1.24

(2012) Kenya (2004, 2007) product/ha maize/kg N for hybrid maize

maize

Snapp et al Malawi — nationally 27% (maize 62.9 kgs/ha 5.33 for

(2014) representative LSMS plots) maize monocropped
survey data maize;

8.84 for
intercropped
maize
Morris et al W/E/S Africa E/S Africa: 14 kgs  E/S Africa: 2.8
(2007) maize/kg N W.Africa: 2.8
(median)
W. Africa: 10kg
maize/kg N
(median)
Minten, Koru, Northwestern 69.1% of maize 65.3 kg N/ha MP=12kg 1.4 to 1.0 (varying
Stifel (2013) Ethiopia plots fertilized maize/kg N on- by degree of
time planting; remoteness)
11 kg maize/kg N
for late planting

Pan and Kilimanjaro District, 11.7 kg maize/kg

Christiaensen Tanzania N

(2012)

Xu et al (2009 ) AEZ lla in Zambia 56.4% on 61.4 kgs N/ha  AP=18.1 (range Accessible
(relatively good maize (among from 8.5t0 25.5)  areas=1.88
quality soils/rainfall users) MP=16.2 (range Remote
suitable for maize from 6.9 to 23.4) areas=1.65
production)

Burke (2012) Zambia (nationally 36-38% of 35.2 N/ha 9.6 kg maize/kgN  0.3to 1.2
representative), maize fields; maize depending on soil
2001, 2004, 2008 45-50% of pH level for 98% of

maize area sample

Ricker-Gilbert Malawi, national 59% of maize 47.1 N/ha 8.1kg maize/kgN  0.6to 1.6

and Jayne panel data fields maize

(2012)

Chibwana et al Malawi — farmer-managed field data in 9.6 to 12.0kg

(2012) Kasumgu and Machinga Districts maize per kg N

Sl I Malawi — national

Dorward LSMS survey data Negative to 9.0 Below 2.0

(2013)

Liverpool-Tasie Nigeria — national 8.0kg maize/kg N Below 2.0

et al (2015) LSMS survey data 8.8 kg rice/kg N Below 2.0

Sources: see reference section for complete citations.
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The objectives of this report are:

1.

ii.

iii.

to explain the causes and consequences of soil degradation in hindering the Ghanaian
government’s agricultural and broader economic development goals;

to identify other market and institutional factors influencing fertilizer use, particular
for maize and cocoa; and,

to identify concrete actions that the government may wish to consider to achieve more
sustainable agricultural productivity growth.

The methods rely on reviews of existing reports, many by Ghanaian scientists and academics;
information obtained from key informant meetings with stakeholder groups, including
fertilizer importers and distributors, farmers and representatives of farmer organizations,
scientists, development partners, and government officials. The report is also based on
primary analysis of farm survey data sets, GLSS data, and Ministry of Food and Agriculture
statistics.

The layout of the report is as follows:

Section 2 briefly covers important trends in Ghana’s agricultural sector that are
relevant to our objectives.

Section 3 describes Ghana’s soil characteristics, reviews the causes and extent of soil
degradation in the country’s varied agro-ecologies and reviews the evidence of soil
degradation on the crop response rates that farmers obtain when using inorganic
fertilizer.

Section 4 examines the institutional and market-related impediments to expanded
fertilizer use in Ghana, with particular focus on the maize and cocoa sectors.
Section 5 identifies elements of a holistic strategy to achieve sustainable agricultural
productivity growth.

Section 6 summarizes the main points and identifies a number of actions for
consideration by the government.
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Trends in Ghana’s Agricultural Sector

The agricultural sector of Ghana contributes about 21% (2014) to the country’s gross
domestic product (GDP), employs over half of the labour force and also provides raw
materials for industrial growth and development (GoG, 2010). The GDP growth rate was
4.4%, while that of the agricultural growth rate was 4.2% in the year 2000 — 2003. In 2003 —
2007, the GDP growth rate increased to 5.8%, while that of the agricultural growth increased
to 5.2% (ISSER, 2008). From 2006 until 2014 the GDP increased on average by 8.21%,
while the agricultural sector grew by 4.14% (GSS, 2015).

The majority of Ghana’s population has historically been engaged in agriculture (figure 1).
Farming will continue to be the single largest source of employment for Ghanaians for at
least another decade, though Ghana’s economy is diversifying rapidly. Micro businesses,
services, construction, manufacturing and mining are growing fast. These indications of
structural transformation are very positive and have been fuelled by the multiplier effects
from sustained agricultural growth starting in the 1990s. Economic transformation in Ghana
will continue to be influenced by the pace of agricultural labour productivity growth.

Figure 1. Employment trends in Ghana
Source: Groningen Global Centre for Development employment files (2013)

The following basic identity (Equation 1) shows that labour productivity in agriculture (the
net value' of agricultural output divided by agricultural labour, Y/L) is determined by the
product of two terms: land productivity or the net value of agricultural output per unit of
cultivated land (Y/A) and the ratio of cultivated land to labour (A/L).

! Net value refers to the value of crop production minus the cost of all inputs use to produce the crop.
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We focus on labour productivity in agriculture because it is normally considered to be the
closest reflection of livelihoods for those engaged in agriculture. Equation 1 shows that
raising labour productivity in agriculture will require major growth in land productivity (Y/A)
and/or an increase in the rate of area expansion compared to the agricultural labour force.

In many African countries, labour productivity in agriculture has risen in recent years as land
productivity (Y/A) growth rates have started to exceed the decline in the ratio of cultivated
area to agricultural labour (A/L). Ghana’s economic success over the past several decades
has benefited greatly from rising labour productivity in agriculture since the early 1990s
(Figure 2). The country has experienced a decline in the share of the labour force in
agriculture from 65% to 45% in the past two decades, which has exerted downward pressure
on A/L and contributed to labour productivity growth as per Equation 1.

But Ghana’s labour productivity in agriculture would be much higher than it is today if
greater use of inorganic fertilizer could have raised net output per hectare (Y/A). While
greater use of fertilizer should also be a natural outgrowth of a more productive agricultural
system, fertilizer use in Ghana remains very low at 8kgs per hectare cultivated. Sustained
agricultural productivity growth is likely to require much greater use of fertilizer, and
relatedly, more efficient use (Dittoh et al, 2012). As will be shown in more detail below,
raising inorganic fertilizer use in Ghana will require greater attention to the soil-related
factors that influence the crop response rates that farmers are currently obtaining from the use
of fertilizer.

Figure 2. Labour productivity (‘000 USD per worker per year) by sector, Ghana
Source: Groningen Global Centre for Development files (2013)
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Fertilizer use trends

Fertilizer use in Ghana since 2010 is 6 to 10 times higher than it was in the early 2000s. The
Fertilizer Subsidy Programme (FSP), which started in 2008, has had a lot to do with this,
accounting for roughly 40% of total fertilizer use during the 2011 to 2013 period (Table 2).
In 2012, Ghana imported more fertilizer than any country in sub-Saharan Africa except
Ethiopia, Nigeria and South Africa.

The stated objectives of the FSP are to increase farmers’ accessibility to inputs and also raise
application rates from current average of 8kg/ha to at least 20kgs/ha and therefore raise
farmers’ incomes. The main fertilizers subsidized are NPK (15:15:15), Urea, and SOA
targeting mostly maize, rice, millet, sorghum, and horticultural crops.

One would think that the substantial increase in fertilizer use since 2009 of the magnitude
shown in Table 2 would have had a major impact on agricultural productivity. However,
there appears to have been only a modest increase in food crop yields since 2011 when
fertilizer imports increased dramatically associated with the commencement of the FSP. As
shown in Figure 4, maize yields in Ghana have continued to rise slowly at long-term trend
growth rates, and show no obvious jump during the post-2008 FSP period compared to the
pre-2008 trend. Meanwhile, maize yields in other regions of the world continue to rise
rapidly. Increased food production in Ghana is presently due mostly to expansion of area
under cultivation. Average yields of most of the crops are 20% - 60% below their achievable
yields, indicating that there is significant potential for improvement.
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Table 2. Trends in fertilizer use, prices and profitability of use in Ghana

2002 2003 2004 2005 2006 2007 2008

Total Fertilizer imports (mt) 41,888 92,807 223,733 91,306 189,879 189,594 187,030

Fertilized distributed under FSP (mt) 43,176
Total FSP (% of total imports) 23.1
Total expenditure on the agriculture sector (GHS million) 34.4 44.8 69.8 106.5 122.9 169.9 305.3
Total expenditure of MOFA (GHS million) 5.4 7.7 10.0 423 35.2 47.4 102.4
Total FSP (GHS million) 20.7
Total FSP (% of total agriculture expenditure) 6.8
Total FSP (% of total MOFA expenditure) 20.2
FSP announcement date 2-Jul

Market price (GHS/50kg bag)

NPK 15:15:15 -mkt price 18.9 20.2 20.4 21.7 38.1

SOA - mkt price 14.2 15.8 17.5 18.1 28.1

Urea - mkt price 189 22.9 24.6 25.8 36.0
FSP subsidy price (GHS/50kg bag)

NPK 15:15:15 - FSP price 26.0

SOA - FSP price 18.0

Urea -FSP price 26.0
Average Ghana farm-gate price (GHS/metric tonne) 238 318

Value cost ratio ( VCR ) of urea fertilizer at market prices

used on maize
at response rate of 4 (12 kgs maize per kg N) 1.84 1.77
at response rate of 5 (15 kgs maize per kg N) 2.30 2.21

2009

335,186
72,795
21.7

363.6
145.5
34.4
9.5
23.6

9-Apr

43.4
33.0
47.0

26.0
18.0
26.0

347

1.48
1.85

2010

2011

489,215 432,343
91,244 176,278

18.7

442.2
160.0
30.2
6.8
18.9

21-Jul

44.0
34.0
41.0

27.0
18.0
25.0

291

1.42
177

40.8

576.2
241.8
78.7
13.7
325

11-May

42.0
33.0
43.0

30.0
26.0
29.0

366

1.70
2.13

2012

669,951
173,755
25.9

117.4

4-Jun

42.0
40.0
44.0

39.0
38.0
35.0

710

3.23
4.03

2013

371,012
180,000
48.5

64.0

16-Apr

49.0
44.0
54.0

51.0
44.0
50.0

831

3.08
3.85

Sources: Fertilizer imports: IFPRI. Fertilizer market prices are those for April-June of each year, MOFA-SRID
data files. Maize farm-gate prices for each year: Ghana Statistical Service and MOFA-SRID.

Figure 3. Average maize yields
Source FAOStat, 2014

Inorganic fertilizer does not necessarily improve agricultural productivity in isolation of other
yield-enhancing technologies and practices (Vanlauwe et al., 2011). It is well established that
complementary investments in soil and water conservation for efficient and optimal nutrient
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uptake is crucial, especially on degraded soils, not only to raise the profitability of fertilizer
use but also to achieve a sustainable agricultural system.

One of the most important soil augmenting investments that complements inorganic fertilizer
is organic forms of fertilizer, such as compost, manure, and other sources of organic matter
(Tittonell and Giller, 2013; Vanlauwe et al., 2011). The proportion of Ghanaian farm
households using inorganic fertilizer is approximately 33 percent, although there is major
variation across the country. Less than 2 percent of farmers use both organic and inorganic
fertilizers. For sustainable agricultural intensification and productivity growth, it is the
combination of both organic and inorganic fertilizers that increases crop response rates to
inorganic fertilizer and thereby makes inorganic fertilizer more profitable to use (Snapp and
Grandy, 2011). The joint adoption of inorganic and organic fertilizer is also the foundation
of a sustainable agricultural productivity growth strategy (Shaxson and Barber, 2003;
Powlson et al., 2011).?

Table 3. Percent of Households Using Organic and Inorganic Fertilizer

Inorganic Fertilizer Adoption

Yes No
Organic Fertilizer Yes 1.8% 12.2%
Adoption No 31.2% 54.8%

Source: GLSS VI (2012/2013).

Data in Table 2 provide a rough estimate of the profitability of using urea fertilizer on maize.
The “value/cost ratio’ (VCR) is an indicative measure of the profitability of using fertilizer. It
is computed as the ratio of the farm-gate price of maize to the cost of acquiring fertilizer,
multiplied by the additional maize produced from an additional kilogram of fertilizer applied
to the maize field. Studies have shown that VCRs in excess of 2.0 are generally required for
smallholder farmers to demand fertilizer on a sustained basis (Crawford and Kelly, 2002).

While definitive studies of crop response to fertilizer in Ghana are unavailable, agronomic
response rates of 8 to 16 kilograms of maize per kg nitrogen are typically observed on
farmer-managed fields in most parts of the region as shown in Table 1 (see also Jayne and
Rashid, 2013, and Snapp et al., 2014 for reviews of the literature). Using agronomic response
rates of 12 to 15, and given prevailing maize and fertilizer prices in Ghana as reported by the
Ministry of Food and Agriculture and shown in Table 2, we compute VCRs for the 2007-
2013 period. The VCRs reported in Table 2 are mostly below 2.0 for the 2007-2011 period
but rose substantially above this level in 2012 and 2013, when maize prices were relatively
high compared to the other years. While these results are only indicative and more detailed
site-specific analysis of fertilizer profitability is required, the use of available information
suggests that using fertilizer on maize may not be profitable for many Ghanaian farmers
given full market fertilizer prices, prevailing maize prices, and average agronomic response
rates observed on farmer-managed fields from similar agro-ecologies in the region. The
significant rise in VCRs in the two most recent years is encouraging, as it indicates increased
profitability and demand for fertilizer, and is most likely influenced by relatively high maize
prices during 2011-2013. However, the ability of Ghanaian farmers to use higher levels of
fertilizer profitably, consistently, and productively will depend on efforts to raise farmers’
response rates to fertilizer application.

2 The importance of supporting African farmers to raise their use of both organic and inorganic fertilizers was
also stressed in the Abuja Declaration of 2006.
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Soil Fertility Conditions in Ghana’

The total land area of Ghana is 23,853,900 ha of which 57.1% (13,628,179 ha) is suitable for
agriculture but most of the soils are of low inherent fertility. The coarse nature of the soils has
an impact on their physical properties and water stress is common during the growing season.
Extensive areas of country’s land area particularly the Interior savannah zone have suffered
from severe soil erosion and land degradation in various forms. Ghana has one of the highest
rates of soil nutrient depletion among sub-Saharan African countries with annual projected
losses of 35 kg N, 4 kg P and 20 kg K ha''. The extent of nutrient depletion is widespread in
all the agro-ecological zones with nitrogen and phosphorus being the most deficient nutrients.
Nutrients removed from the soils by crop harvest have not been replaced through the use of
corresponding amounts of plant nutrients in the form of organic and inorganic fertilizers.
While Ghana has one of the highest soil nutrient depletion rates in SSA, it has one of the
lowest rates of annual inorganic fertilizer application - only 8 kg per hectare. Therefore, even
compared to most other African countries with fragile soils, sustainable forms of agricultural
intensification in Ghana will require explicit attention to soil nutrient replacement.

While there has been considerable research and policy analysis on fertilizer use in Ghana,
there remain knowledge gaps, on the state of fertility of Ghanaian soils; the yield response to
fertilizer for major crops, the profitability of fertilizer use, and the likely effects of changing
climatic conditions on the profitability of fertilizer use.

Most of Ghana’s soils are developed on thoroughly weathered parent materials. They are old
and have been leached over a long period of time (Bationo, 2015). Their organic matter
content is generally low, and are of low inherent fertility. The two most deficient nutrients are
nitrogen and phosphorus particularly because of the very low organic matter content. The
build-up of any amount of organic matter is further constrained by the regular burning of crop
residue and/or competitive use of these residues for fuel, animal feed or building purposes.
The low vegetative cover during the long dry season also renders most of the soils susceptible
to erosion during the rainy season. This, in turn, exacerbates the low fertility problem. The
sustainability of good crop yields is therefore closely linked with the careful management of
the soils with the objective of preventing and controlling erosion, increasing their organic
matter content, and replacing and increasing plant nutrients lost through erosion and crop
uptake. The average fertility status of soils of the different agro ecological zones is presented
in Table 4.

Table 4: Soil Fertility Status of the Various Agro-ecological zones

Agro-Ecological Zones | Soil pH Organic C Total N Available .P ’ Available K
(%) (mg/kg soil)

High Rainforest 3.8-55 |1.52-4.24 0.12-0.38 ]0.12-542 63.57 - 15041
Forest-Transition 51-64 ]0.59-0.99 0.04-0.16 |0.30-4.68 58.29 —72.53
Semi-Deciduous Forest | 5.5-6.2 | 1.59-4.80 0.15-042 ]0.36-5.22 62.01 — 84.82
Coastal Savanna 56-64 [0.61-124 0.05-1.16 |[0.28—-4.10 |48.02-58.71
Guinea Savanna 6.2-6.6 |0.51-0.99 0.05-0.12 [0.18-3.60 | 46.23 —55.27
Sudan Savanna 64-67 |0.48-0.98 0.06 - 0.14 0.06-1.80 |36.96-44.51

Source: Bationo, 2015

3 This section draws from Bationo (2015).
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The major processes or types of soil degradation in Ghana are physical (erosion, compaction,
crusting and iron pan formation), chemical (depletion of nutrients, salinity and acidification)
and biological (loss of organic matter).

Soil erosion

Soil erosion caused by rainfall and water runoff is one of the most potent degradation
processes affecting soil productivity. Large tracts of land in Ghana have been destroyed by
water erosion (Quansah et al., 2000). Studies by Asiamah (1987) on the extent of erosion
reveal the land area susceptible to the various forms of erosion as 70,441 km?2 to slight to
moderate sheet erosion, 103,248 km? to severe sheet and gully erosion and 54,712 km? to
very severe sheet and gully erosion. The most vulnerable zone is the northern savannah
(Guinea and Sudan Savannah zones) which covers nearly 50% of Ghana with the Upper East
Region being the most degraded area of the country.

A model of land degradation assessment in Ghana predicts that land degradation reduces
agricultural income in Ghana by a total of US$4.2 billion over the period 20062015, which
is approximately five percent of total agricultural GDP in this ten-year period (Diao and
Sarpong, 2011).

Nutrient depletion

Loss of nutrients, including organic matter, is the key contributor to chemical soil
degradation. Nutrient depletion occurs primarily through crop removal in harvested products
and residues, leaching, erosion and N volatilization. Stoorvogel and Smaling (1990) showed
that nutrient losses through these depletion pathways are only partially compensated for by
crop residues left on the field, manure and fertilizer application besides atmospheric inputs.
Consequently the annual NPK balance for sub-Saharan Africa were negative with minus

22 -26 kg N, 5.83 — 6.87 kg P»Os, and 18 — 23 kg K>O ha™! from 1983 —2000.

In Ghana, annual depletion rate of 30 kg N, 3 kg P and 17 kg K h'! were recorded for the
period 1982 — 84. The projected figures for year 2000 were 35 kg N, 4 kg P and 20 kg K ha™'.
Of course this was a special period, perhaps isolated, in Ghana’s history when the country
experienced long spells of dry weather leading to vast bush fires across the country. The
extent of nutrient depletion in Ghana is widespread in all the agro-ecological zones with
nitrogen and phosphorus being the most deficient nutrients. These deficiencies are, however,
more pronounced in the coastal, Guinea and Sudan Savannah zones where organic matter
content is low and the annual burning* and removal of crop residues further prevent the build-
up of organic matter. It has also been generally observed that the eroded sediments contain
higher concentrations of organic matter and plant nutrients in available forms than the soil
from which these were lost (Quansah et. al., 2000).

The high losses of organic matter are of particular concern since nutrients applied to the soil
in the form of mineral fertilizers are far less effective on soils with low organic matter content
(Swift, 1997, Tittonnel and Giller, 2013; Snapp et al, 2014). Figure 4 shows the relationship
between soil organic carbon and maize response to nitrogen from inorganic fertilizer in

4 Control and Prevention of Bushfires Act, 1990 articulates rules for burning within and without conservation
area, including range management (means the control and manipulation of vegetation for optimum usage by
human beings, livestock or wild animals according to the Act). However, the farmers we interviewed claimed
that often bushfires extend beyond controlled regions. This may suggest that the 1990 Act is not being
implemented/enforced to its full extent. The government has indicated a possible review of the law to increase
the role of traditional leaders in enforcement.
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Kenya. This figure, as with recent research from other parts of Africa, shows a threshold level
of soil organic carbon (found to be roughly 0.8 by previous studies), below which inorganic
fertilizer produces very little crop response (Snapp et al., 2014). Table 2 above shows that
many areas of Ghana have soil organic carbon levels that are below this 0.8 threshold,
particularly in the Forest Transition, Guinea Savannah and Sudan Savannah regions. Figure 4
shows a much higher threshold SOC level of roughly 3.0 for the particular location in
Western Kenya. Most agronomic studies indicate a much lower threshold level.

Figure 4. Estimated marginal value product of nitrogen fertilizer conditional on plot
soil carbon content, Western Kenya.
Source: reproduced from Marenya and Barrett (2009)
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Water logging

In the Guinea and Sudan Savannah Zones (GSSZ), localized water logging is experienced
every rainy season. This is mainly due to shallow soils, high rainfall intensities and poor
surface drainage resulting from the general low relief of the terrain. Peak season floods are
major cause of recurrent crop failures and food shortages. In the Coastal Savannah Zone
(CSZ), the low infiltration rates of Vertisols, the subdued relief and high rainfall intensities
are responsible for periodic water logging which causes crop failure.

Land Tenure Arrangement

A key factor affecting land management and soil quality in many areas of Ghana are
prevailing land tenure arrangements. The type of land tenure arrangements more often than
not make farmers indifferent to the loss of future economic returns to land. Sharecroppers
have put enormous pressure on soil fertility to realize immediate high yields in order to pay
land rents (Benneh et al., 1997). Farmers in such situations discount the future at very high
rates, thereby reducing the incentive for long-term investments in improved soil fertility. For
example, the team found anecdotal evidence that lack of access to land is restricting entry of
youth into cocoa farming, and that the risk of losing land rights or renegotiating land tenure
may discourage settler farmers from removing diseased trees from farms.
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Demographic pressures and land availability constraints have also contributed to the decline
in soil fertility. With increasing populations, the traditional techniques for renewing soil
fertility, such as slash-and-burn and long-term fallowing, are not as feasible as they once
were. The need for subsistence production and income are such that land can no longer be
taken out of production for substantial periods to allow for natural nutrient replenishment.
Nor are animal manures and crop residues usually sufficient for replacing lost nutrients.

Other traditional soil fertility management techniques also generally fall short of the nutrient
requirements of today’s intensive agricultural practices. Majority of farmers in Ghana
generally do not have the resources to produce sufficient organic fertilizers to replace all the
nutrients removed at harvest time. For example, in order to provide 150 kg of plant nutrients
to fertilize one hectare of land, a farmer could apply either 200 kg of inorganic NPK
fertilizer, or 10 to 15 metric tons of crop residue grown on 5 to 10 hectares of land, or 18
metric tons of animal manure generated from crop residue grown on 10 to 15 hectares of land
(Bationo, 2015).

Elements of a strategy to achieve sustainable agricultural productivity
growth

While the Government of Ghana’s efforts to raise fertilizer use is laudable, GoG expenditures
on input subsidy programs currently appear to produce relatively limited benefits for farmers
because crop response rates are low. The contribution of the input subsidy program (and
fertilizer use in general) to sustainable growth could be much greater if the soil-related
constraints on agricultural productivity were addressed through a holistic program of soil
fertility management. The general elements of such a holistic program are as follows:

e public sector research programs to identify region-specific best practices for
amending soil conditions, given the great micro-variability in agro-ecological
conditions in the country

e public agricultural extension programs to transfer region-specific best practices to
farmers as well as provide bi-directional learning between researchers and farmers to
refine best practices in light of farmers’ experiences in their fields, and

e input distribution systems that make available the full range of products and
services required by farmers. Input distribution systems for a wider set of soil
enhancing products, such as organic fertilizer, lime, and new lines of inorganic
fertilizer (e.g., deep placement, slow release types, etc.), will be developed once there
is proven effective demand for such products. Developing the effective demand will
in turn require research to determine site-specific soil diagnostics and best practices,
and then extension systems that effectively link farmers to researchers to guide bi-
directional learning and adaptation of technologies and practices. The point is that
input distribution systems do not develop spontaneously — they typically require the
prior public investments required to generate effective demand among farmers for
new inputs.

e public support services, e.g., the Ghana Cocoa Board (Cocobod), that effectively
provides collective action (such as comprehensive area spraying to arrest pest and
disease problems in cocoa producing areas) in cases where individual farmer
behaviour cannot produce favourable outcomes.

To move from general thrusts to concrete steps, the following proposals are offered for
government consideration.
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1. Provide support to existing research institutions in each of Ghana’s diverse agro-
ecologies and regions to develop “best practices” with regard to crop and soils
management for particular crops and regions. Site-specific recommendations on best
practices require a better understanding of the factors that might constrain
productivity. Soils maps need to be updated to reflect soil functional properties (rather
than soil taxonomic class) as well as more spatial detail on the variation of these
functional soil properties. There already exist initiatives that can be built on for this
purpose (e.g. the AfSIS project). Affordable techniques are available for wide-scale
soil testing and analyses. Building the capacity to conduct wide-scale soil testing
services in Ghana would provide an important foundation to provide farmers with
improved knowledge of how to manage their soils and improve their incomes from
farming.

2. Benchmark landscapes would need to be identified and characterized in terms of their
current soil fertility status (and variability herein) by means of multi-locational
diagnostic trials. Diagnostic trials give insight into the actual soil health constraints
and means to overcome apparently large yield gaps. Linking the constraint envelopes
to particular landscape positions will help to map soil health constraints for the wider
landscape.

3. Based on the diagnostics trials ‘best bet” soil management practices to address the
observed soil health constraints can be identified. Local extension services could then
provide soil management recommendations that would include nutrient management
options in combination with other soil amendments for the various crops, and using
improved varieties, aiming to improve the agronomic efficiencies of the fertilizer use,
which would in turn raise the demand for fertilizer.

4. Extensive testing of the recommended soil management practices on farmer’s fields
will allow local research institutes to determine crop response to the various inputs
and would support the formulation of recommended input packages to raise farmers’
expected returns to investment. Use of locally available (organic) resources should be
considered as part of the solution. This will involve the collection, collating and
analyzing existing secondary data and primary data, and use of appropriate crop and
soil fertility models.

5. A review of available information on the existing mineral fertilizers and its use under
the current agro-ecological conditions provides the basis for further research on
fertilizer product development (to achieve balanced crop nutrition) and formulation of
alternative soil fertility management strategies for the various agro-ecological
conditions, land degradation status and farm type. Extensive field demonstrations and
extension guides may be needed in support of a more site specific recommendations.

6. Science-based monitoring and evaluation of yields on the fields of farmers who have
adopted the recommended practice should allow for gradual development towards a
‘best-fit’ solution that reflects the farmer’s socio-economic situation. There are
advanced ICT tools available that can be used for data collection. Such approach
would require reform of the extension services and better collaboration with already
existing rural development initiatives and with the research community.

In addition to these proposals, which focus on developing the country’s agricultural research
and extension systems’ capacity to meaningfully support farmers, interviewed stakeholders
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frequently mentioned the following additional issues that could promote sustainable
agricultural productivity growth in Ghana:

7. Implement the Fertilizer Subsidy Program in ways that promote transparency and
reduce uncertainty among farmers and input distributors

Existing inconsistencies and uncertainties regarding whether subsidies would be provided or
not is hampering the ability of actors including farmers, importers, input dealers and
distributors to adequately plan for the season. It was noted that the announcement of the FSP
in recent years has come very late, never before April and as late as July in 2008 and 2010.
Such delays in program announcement contribute to delays in fertilizer delivery to farmers
and the untimely application of fertilizer, which reduces response rates and the contribution
of fertilizer to food production.

8. Modify the modalities of FSP distribution to enhance efficiency

Under the waybill system, fertilizer distribution companies import and pay all costs to deliver
fertilizers to their assigned regions or districts from where their network of agro-dealers sell
to farmers. The stocks delivered to districts are confirmed by MOFA staff and payment to
importers is made on quantity (bags) of fertilizer sold. Therefore the signed / verified sale
documents have to be channeled back to importers for the latter to claim their refunds from
the designated government secretariat. This program faces some of the same problems as the
previous voucher program, including the late delivery of fertilizers and delays in reimbursing
importers and distributors by the government, thereby increasing the costs involved in
fertilizer trade (Fuentes et al., 2012). A number of inefficiencies emanate from the rigidity
brought into the system by fixed transport costs and margins for the market players. This
gives no room for flexibility for players with changes in exchange rates or varying distances
to farms and related costs, leading to the classic case in which dealers sell only at large rural
centers and avoid distributing to remote places. Thus the implementation of the subsidy
program restricts the development of retail networks in rural areas. This structure of
controlled prices implies that market penetration will be limited, and some areas will not be
served, as they do not offer attractive returns to traders within these restrictions. A proposal
for consideration is to modify the fixed transport cost margins for distribution firms as a
function of the points to which they deliver. This modification would promote access to FSP
fertilizer by farmers in more remote areas.

9. Government should liaise with local community leaders to implement strategies to
address bush fire

The stakeholders that the study team consulted with felt that bush fires were a major
contributor to the current low levels of organic matter in farmers’ fields. In addition to its
threats to human life and property, uncontrolled bush fires consume vegetation cover and
crop residues on agricultural land, and undermine nutrient recycling to improve soil fertility.
Inadequate enforcement of bush fire laws (PNDCL 2 29) at the national level inhibits efforts
to curb widespread and pervasive bushfires across the country, which also frustrates
sustainable soil management strategies. Evidence suggests that community level strategies
(e.g. establishment of bush burning free zones in Nandom Traditional Area in Northern
Ghana) are successful at enforcing rules and reducing rates of bush fire. In light of this, we
recommend that local authorities (e.g., District Assemblies) sensitize their constituents and
develop modalities to implement bush fire prevention programs at community level as a
means to safeguard life and properties, and boost organic matter content in the soil.

21|Page Towards a Sustainable Soil Fertility Strategy in Ghana



10. Domesticate the ECOWAS Fertilizer Quality Regulations to protect farmers

The ongoing efforts by GoG and other stakeholders to identify what needs to be done to
make sure that farmers access quality fertilizer should be encouraged. It is necessary to
identify areas that need strengthening in terms of infrastructure and human capacity in order
to adapt the regional regulatory framework signed by ECOWAS in 2012. This is an important
aspect in making sure that farmers access fertilizers with the correct nutrient content which
has implications for crop response rates.

11. Facilitating private sector entry and investment in agricultural input distribution

Government actions influence the rate of private sector investment in fertilizer value chains
and hence influence farmers’ access to agricultural inputs. The following issues illustrate the
complex ways in which government actions affect market access conditions for farmers:

Access to Capital: Access to affordable capital is one of the most important factors influence
private entry and investment in the agricultural sector. In Ghana specifically and Africa more
generally, commercial banks generally do not lend to private agricultural input distributors
and retailers, often citing the following problems that create high risks of loan non-
repayment: (i) lack of verifiable information about the proposed borrowers; (i1) climate risks
(drought and flood); (iii) insufficient credit guarantee from government and donors; (iv)
potential opportunistic behavior of retailers, who sometimes do not pay back their loans to
the input distributors who supply them; and (v) unpredictability of government policies in
input markets. Overcoming these constraints on access to capital will require systemic
improvements in the functioning of agricultural commodity, input and finance markets, and
are therefore likely to remain major problems at least in the short run.

Storage Facilities: Related to the lack of working capital is the problem that fertilizer
distributors are sometimes unable to secure storage space. While the availability of physical
storage facilities is most likely not a major problem, many private stakeholders are able to
invest in urgently needed warehouse space for lack of working capital. Expanded access to
credit will enable distributors to reduce their transport expenses by reducing trips to the Tema
port where the importers’ warehouses are located, and thereby promote competition in input
distribution.

Ideally, one or two fertilizer wholesalers might be in a position to consider building
warehouses up to 60-80KMT in either the Ashanti or Brong Ahafo regions. By so doing,
those facilities could act as inland port and allow the Northern Region distributors to forgo
transport costs from the Tema port. Private firms’ willingness to make such investments will
depend on their assessment of the enabling environment over the next 5-10 years.

Better credit terms with importers: To facilitate the downstream flow of fertilizer, the large
importers might consider improving their credit and payment terms to local distributors.
Under most current agreements, a well-performing distributor may have a credit limit of
$300K and 30-days repayment. That credit amount and repayment period may prove difficult
for many distributors to adhere to, thereby increasing trader costs and restricting the number
of distributors operating in local markets.

When a distributor is unable to repay within the 30-day limit, he or she has to resort to a
commercial line of credit (if possible) with an average of 32% annual interest at financial
institutions. Otherwise, the distributor must request credit from microfinance lenders at 4-7%
monthly interest.
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Some importers are concerned that with the upcoming IMF US$ 940 million 2015-2017
bailout, oil revenue shortfall, huge compensation bill, and current cedi devaluation, the
Government may not be able to fulfill its financial obligations towards them in the subsidy
programs.’ Already, some large companies have withdrawn from participation in the
Government’s input subsidy program.

Linking farmers to market: One possible solution to the high borrowing costs is linking
farmers to market by leveraging outgrower schemes and identifying readily available and
solvent buyers. Under that scenario, an agro-processor or commodity exporter could pre-
finance input purchase with a distributor on behalf of smallholder farmers. The payment
could be made directly to the importer, who would then provide the distributor a commission
per bag upon delivery. By so doing, the lack of credit and pressure to borrow at high interest
rates would have been relieved for those stakeholders who could join such scheme.

Interviewed private companies often provided the following as examples that could be
pursued to improve the functioning of agricultural input markets in Ghana:

o Banking policies with easy-to-access and well-funded credit guarantees (at least
US$50 million)

e Capacity building for the fertilizer stakeholders (e.g., hub agrodealers training on
inventory and cashflow management)

e Removal of unnecessary road checks to reduce transport costs and facilitate timely
delivery

o Timely advance announcement of the details of government subsidy program logistics
(quantities to be distributed, modalities of distribution, distributors to be involved,
locations of program operation, fertilizer types, etc).

A full listing of these proposals, divided into short-term, medium-term and long-term actions
are presented in Appendix Tables 1, 2 and 3.

5 For example, during the week of March 16-20, 2015, multi and bilateral partners decided to withhold US$700
million of promised foreign aid. Facing such a gap, the Minister of Finance consequently revised the budget
downwards by Ghana cedis 1.5 billion. Such developments create risks for financial institutions considering
lines of credit to agricultural input suppliers participating in government subsidy programs.
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Summary

Most efforts to raise fertilizer use in SSA over the past decade have focused on fertilizer
subsidies and targeted credit programmes with hopes that these programmes could later be
withdrawn once the profitability of fertilizer use has been made clear to newly adopted
farmers and once they have become sufficiently capitalized to be able to afford fertilizer with
their own working capital. Relatively little emphasis has been given to improving the
profitability of fertilizer use through understanding the most productive levels and
combinations of nutrient input for various agro ecological areas, management practices and
market options. Inorganic fertilizer does not necessarily improve agricultural productivity in
isolation. Information on the fertility status and agricultural potential of the soils are also
required. Complementary inputs such as investment in soil and water conservation for
efficient nutrient uptake will be necessary for sustainable agricultural productivity growth.
Improved soil fertility management through increased levels of fertilizer use, increased use of
available organic soil amendments, and improved farm management practices, together with
the use of improved seed, is the foundation for a sustainable strategy.

However, at this time there is lack of information on the profitability of the different soil-
crop-fertilizer combinations that could be employed in the different parts of the country. The
lack of such information on crop-fertilizer profitability across the country means that farmers
cannot tell how much they stand to gain or lose by applying a particular type of fertilizer on a
particular crop. This increases their risk and creates a disincentive for use of fertilizer.
Information about profitability levels can serve as an incentive for inorganic fertilizer use.
Most simply, expected Value Cost Ratios (VCR) from fertilizer use can guide farmers’
decisions. While detailed information to estimate the profitability of fertilizer use for farmers
with different resource constraints and agro-ecologies is largely unavailable, the weight of the
evidence indicates that fertilizer use is not clearly profitable for many Ghanaian farmers.
Knowledge of soil characteristics and processes regulating nutrient availability and supply to
crops is essential to raise productivity per unit of fertilizer nutrient applied.

The recommendation of the African Fertilizer Summit (2006) to increase fertilizer use from 8
to 50 Kg/ha nutrients by 2015 reinforces the importance of fertilizer for increasing crop
productivity and attaining food security and rural wellbeing in Ghana. The impact of this
target will however vary depending upon the agronomic efficiency of applied fertilizer. This
efficiency varies across ecological zones, farms and fields within farms and greatly affects
the returns to the recommended 50 Kg/ha. Insufficient and unbalanced fertilization of soils
using fertilizers as well as lack of nutrient conservation technology adoption by farmers
contribute to accelerating the rapid decline in soil fertility. The efficient uses of both
inorganic and organic fertilizers, through Integrated Nutrient Management approach, will
form an important element of a holistic approach for sustainably increasing crop production
in Ghana.

The sustainability of good crop yields is therefore closely linked with the careful
management of the soils with the objective of (i) preventing and controlling erosion, (ii)
increasing their organic matter content, and (iii) replacing and increasing plant nutrients lost
through erosion and crop uptake.

The study has proposed a number of actions for consideration by the Government of Ghana
to address these three classes of problems, as well as the broader market-wide factors
constraining farmer investment in sustainable intensification practices. The details of these
proposals are contained in Section 4, but the general elements are as follows:
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ii.

iii.

1v.

public sector research programs to identify region-specific best practices for
amending soil conditions, given the great micro-variability in agro-ecological
conditions in the country;

public agricultural extension programs to transfer best practices to farmers as well as
provide bi-directional learning between researchers and farmers to refine best practices
in light of farmers’ experiences in their fields; and,

input distribution systems that make available the full range of products and services
required by farmers. This is likely to go well beyond inorganic fertilizer and include
compost and other forms of organic fertilizer, lime and other factors to address soil
acidification based on the use of simple mobile soil testing kits that provide rapid site-
specific soil diagnostics to guide fertilizer recommendation decisions by the farmer.
Promoting transparency in the implementation of the FSP, changing the fixed transport
cost margins offered to distribution firms, and addressing the widespread issue of
seasonal burning of grassland were also noted as important issues to be addressed to
promote sustainable agricultural intensification in Ghana.
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Appendix : Short, Medium and long Term Policy Options

Table 1. Short terms options to improve performance of the FSP (2015-2016)
Challenge Recommended Action

Responsibility

Uncertainty and unpredictability = 2015 tender published already. Disseminate information on
subsidy to all stakeholders well in advance of the season.
Public budgetary cost constraints = Conduct benefit-cost analysis of FSP to guide decisions. Also,
encourage private sector to take increased role in the market.
Blanket fertilizer use irrespective = Begin sensitizing stakeholders on impending changes to FSP
of crop and agro-ecological zone @ (see medium term options for more info).

Table 2. Medium-term Options to Improve FSP (2016-2018)
Challenge Recommended Action

Minister (MOFA) & Minister (MOF)
National Input Subsidy Committee

(MOFA), Development partners
National Input Subsidy Committee

Responsibility

Blanket fertilizer use Employ region-specific data on soils as basis for the type of fertilizer imported National Input Subsidy

irrespective of crop and

Committee + Private sector

agro-ecological zone Import tender awards to : stakeholders
a) support soil fertility management and
b) Ensure fertilizers imports suitable to agro-ecological zones and crops. Or
supply fertilizers suitable to ecologies/regions?

Fertilizer Use Efficiency @ *Review best practices that include improved planting material , SOM, water Research Institutes, National
management, Input Subsidy Committee +
*Encourage increased private sector participation to provide credit and support Extension Service + Private

adoption of good agricultural practices

sector stakeholders

Sustainability of FSP *Endorse the policy of gradual reduction in the subsidy rate along with reforms Minister, MOFA

towards a smarter subsidy
*Adopt relevant aspect of the Burundi and Nigeria models
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Challenge

Recommended Action

Responsibility

Smuggling of subsidized
fertilizer to neighboring
countries within
ECOWAS

Delays in payment of
importers

Timing and delayed
delivery to farmers

Better tracking using IT to ensure all allocated fertilizer go to intended MOFA (Crops Services) +
beneficiaries e.g. the Nigerian GES-TAP system

Development Partners

*Better tracking using IT to ensure all allocated fertilizer go to intended MOFA (Crops Services) +
beneficiaries
*Use IT for real time verification , reconciliation and reporting of sales (initiated

in 2013)

e Timely announcement of FSP well before planting time
*Publish delivery dates and time in advance of the season

*Explore innovative financing mechanism for the distributors

Table 3. Long-term Options to Improve FSP (2016-2018)

Challenge

Recommended Action

Development Partners

MOFA,
Private Sector, Banks,
Development Partners

Responsibility

Sustainability
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*Encourage increased participation of private sector in FSP
*Government to provide regulatory and quality control oversight
*Encourage development of the regional market for produce and

inputs
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I. Introduction
Agriculture is a key sector for Ghana’s economy. In 2013, agriculture accounted for 22% of
Gross Domestic Product (GDP) and 45 % of total employment (SRID). Agricultural exports are
substantial, with a share of 19.4 % of total exports in 2012 (CIA, FAOSTAT). In addition, 49 %
of the population lived in rural areas as of 2010 (SRID). Unfortunately, agricultural production in
Ghana is also vulnerable to major shocks caused by climatic risks (e.g., drought, excess rain,
windstorms, and floods), natural perils (e.g., bush fires), and biological hazards (e.g., pests and
diseases) (Stutley). The average annual combined losses to Ghana’s main food crops stemming
from such hazards have been estimated to be approximately 5.5 % of the total value produced
(Stutley).

Because of the high exposure of Ghana’s agriculture to various types of risks, combined
with the strong dependence of the overall economy on the sector, finding ways to ameliorate the
impact of such risks is critical to improve the well-being of a large share of the nation’s
population. Historically, insurance has been used by many countries to help manage risks in
agriculture (Mahul and Stutley). Further, over the last two decades, innovations in technology
and contract design have led to major initiatives promoting the adoption of agricultural insurance
in developing countries (IFAD, Roberts). Correspondingly, agricultural insurance has been
advocated in recent years as an important tool to address the risks faced by Ghanian agriculture.

Sizable resources have been devoted to developing agricultural insurance programs for
Ghana over the last few years.! Nonetheless, insurance takeup has been disappointing. This fact
provides the motivation for the present report. The main purposes of this analysis are to explore
the likely reasons why agricultural insurance programs have not fared as well as hoped for in

Ghana, and assess their potential for widespread adoption in the future.

For example, funding for the “Innovative Insurance Products for the Adaptation to Climate Change” (ITPACC)
project discussed later in Section IV amounted to 3.832 million euros (Gille).



The report proceeds by providing a brief overview of agricultural insurance in the second
section. The third section reviews research studies related to agricultural insurance with specific
applications to Ghana. This is followed in the fourth section by a description of recent
developments and the current status of Ghana’s agricultural insurance programs. The fifth
section summarizes the outcomes of an informal survey of stakeholders’ opinions regarding (a)
the reasons for the programs’ past performance, and (b) the issues to address to enhance the
likelihood of future success. In the sixth section, the prospects for the successful establishment of
agricultural insurance in Ghana are assessed. The seventh and final section provides concluding

remarks.

I1. Agricultural Insurance: Basic Concepts

Agricultural producers resort to a variety of strategies to cope with the risks they face. Some
strategies are based on technical tools (e.g., irrigation, input choices, and mix of activities),
whereas others rely on financial arrangements (e.g., hedging, insurance, and strategic
savings/disinvestments). Agricultural insurance is a financial risk-management tool often
available to farmers in developed countries, achieving in some instances substantial levels of
adoption (e.g., in the United States 88 % of the eligible acres across all crops were insured in
2014 (RHIS)). However, agricultural insurance has historically been much less popular in
developing countries.’

To a large extent, the contrast in the penetration agricultural insurance achieved in
developed countries compared to developing ones is associated with the fact that the former have

been much more willing to subsidize it (see, e.g., Mahul and Stutley, p. 72, Table 3.7).> Even

2In 2007, the top 4 countries by volume of agricultural insurance premiums were the United States, Japan, Canada,
and Spain, with respective shares of 56.4 %, 7.4 %, 7.2 %, and 5.4 % of global volume of premiums (Mahul and
Stutley, p. 72, Table 3.7). Agricultural insurance premiums accounted for 2.3 % of agricultural GDP for high-
income countries, versus less than 0.3 % of agricultural GDP for middle- and low-income countries (Mahul and
Stutley, p. 8, Table 1).

3An important reason for the popularity of subsidized agricultural insurance schemes in developed countries is that
they are permitted under World Trade Organization regulations (Roberts; Mahul and Stutley). Developed countries
have historically been more willing to support domestic farmers through subsidies, and subsidizing crop insurance
allows them to do so without violating international trade regulations.



though examples of successful unsubsidized programs do exist (e.g., named-peril insurance
schemes in Argentina, Australia, and Germany (Mahul and Stutley)), there are certain features of
agricultural insurance that make it more difficult to establish than other types of insurance. More
concretely, those features are the systemic nature of agricultural risks, and the information
asymmetries that characterize such risks.

Risks are systemic if the underlying hazards tend to occur simultaneously across
economic units. Unlike traditional (e.g., health, auto, or home) lines of insurance, whose
underlying risks are idiosyncratic, agricultural insurance must deal with risks that often are
systemic, such as those caused by droughts or low market prices. Systemic risks expose insurers
to large losses when adverse events happen, making private insurers either unwilling to cover
such risks, or willing to cover them but at premiums too high to be attractive.*

Information asymmetries occur when the insured has more information about his/her
risks than the insurer has. Information asymmetries can be of two types, namely, adverse
selection and moral hazard. Adverse selection refers to situations where (a) the farmers facing
the highest risks are also the ones more likely to seek coverage, or (b) farmers are more likely to
insure their highest exposures to risk (Roberts). Thus, when insurance is voluntary and adverse
selection does exist, the insured units tend to be associated with greater losses than the average
unit in the population. Insurers may protect themselves from adverse selection by gathering
information about producers to infer their risk levels, but doing so is not always possible or may
be too expensive. Alternatively, insurers may seek protection by adding loadings to the
premiums, thus skewing the insured pool even further toward the highest risks, which may
prevent a viable market for insurance altogether.

Moral hazard occurs if buying insurance induces farmers to increase their risk exposure,
as coverage reduces their incentives to prevent losses, or to influence the indemnities claimed to

their advantage. Examples of moral hazard include inadequate levels of care (e.g., by not using

4To protect themselves from systemic risks, private insurers typically buy reinsurance. Unsubsidized reinsurance is
expensive, and adds an extra loading to the premiums charged by insurers.



pesticides or not fertilizing) and fraudulent claims. Insurers may protect themselves from moral
hazard by incorporating clauses to that effect into the contracts, performing careful monitoring of
farmers’ activities, and inspecting losses to uncover fraud. However, preventing moral hazard
can be quite costly and may render insurance premiums too expensive for widespread adoption.

There are many different types of agricultural insurance contracts. According to the type
of event used to trigger the indemnities, contracts can be classified into damage-based and index-
based insurance (Roberts). In the case of damage-based insurance, the amount of indemnities
paid is determined by the actual loss experienced by the insured unit. In contrast, index-based
insurance indemnities are based on the outcome of an index, which is less than perfectly
correlated with the insured unit’s actual losses.

Depending on the type of losses covered, damage-based insurance can be further
categorized as named-peril, multi-peril, or revenue insurance. Named-peril insurance protects
producers from output losses caused by specific events, such as hail or windstorm (Roberts).
This type of insurance is the most widespread among unsubsidized schemes, because insurers
effectively select the perils to be covered so as to minimize their exposure to systemic risks and
information asymmetries. Hail insurance is a prime example of successful unsubsidized
protection, which is not surprising because hail can induce large losses to the affected farmers,
but from the insurer’s perspective it is an idiosyncratic risk with essentially no exposure to
informational asymmetries.

Multiple-peril insurance, also known as yield insurance, covers output shortfalls relative
to some production level specified in the contract, regardless of cause (Roberts). Revenue
insurance is analogous, but with coverage aimed at protecting producers from low revenues
rather than low output. In both types of insurance, issuers are highly exposed to systemic risks

and information asymmetries. For this reason, neither of them is usually viable without large



subsidies. Revenue insurance has been heavily subsidized in the United States over recent years,
and nowadays it is the largest agricultural insurance program in the world.’

Index-based insurance contracts can be categorized according to the nature of their
underlying index, with the most popular schemes being weather index insurance (WII) and area-
based index insurance (ABY]). In the case of WII, the index used to trigger indemnities is based
on the measurement of a weather-related variable (e.g., rainfall, temperature, or days without
rain) at a certain weather station over a specified time interval (IFAD). The ultimate goal when
designing the index is to strike an appropriate balance between simplicity and a high level of
correlation with the yields of the targeted producers. WII’s main advantage is that insurers do not
face the problem of asymmetric information. On the downside, WII exposes farmers to basis
risk, i.e., the risk of not receiving an indemnity when experiencing a loss in the insured unit
(which may well occur because the index is not perfectly correlated with the insured’s losses)
(IFAD).

In the case of ABY1, indemnities for the insured units depend on the yield measured over
a much larger area (e.g., district or county) comprising them. As with WII, ABYT has the
advantage of not exposing insurers to informational asymmetries. In addition, compared to WII,
at least in principle producers should face less exposure to basis risk when covered by ABYI.
However, basis risk under ABY I may still be too high to warrant adoption.

An alternative way of classifying agricultural insurance programs is by the level of
aggregation at which policies are issued. By this criterion, insurance can be applied at the micro,
meso, or macro levels (IFAD). Micro-level insurance policies are the typical ones sold to
individual agricultural producers. Meso-level insurance is aimed at groups of farmers (e.g.,
producer cooperatives) instead of individuals themselves, or non-farm participants in the industry

with high exposure to agricultural risks (e.g., agricultural lenders, input suppliers, and

5In 2014, revenue insurance accounted for 75 % of the total premiums paid for agricultural insurance in the United
States (RHIS). In that year, the government paid 0.62 cents out of every dollar paid for agricultural insurance
premiums in the United States (RHIS). Recall from footnote 2 that the United States constitutes more than half of
the world market for agricultural insurance.



processors).® Finally, macro-level insurance is targeted at covering the exposure to adversities of

an entire country’s agricultural sector.’

I1I. Literature Review of Research on Agriculture Insurance in Ghana
The present section reviews the sizable volume of research that has been conducted in recent
years focusing on agricultural insurance in Ghana. To organize the discussion, the studies are
categorized by whether the type of insurance under analysis is index-based or damage-based.
When the same study looks at both kinds of insurance (e.g., Stutley), each of them is addressed

separately in the corresponding subsection.

II1.1. Index-Based Insurance
Consistent with the great attention given worldwide to agricultural index insurance over the past
two decades, most of the research performed in Ghana has involved index-based insurance. The
next subsections review this literature, organized by the type of index used to determine

indemnities.

III.1.a. Weather Index Insurance (WII)
Within the category if index-based insurance, the largest number of studies pertain to WII. By
chronological order of publication, this research includes Stutley; Muamba and Ulimwengu; the
Katie School of Insurance; Okine; Karlan et al. (2014); McKinley, Asare, and Nalley; and

Gallenstein et al.

Stutley (2010)

®According to Stutley, the first meso-level program was Agroasemex’s “Dafios para Agostaderos con Imagenes de
Satélite” WII, aimed at providing catastrophic coverage for state governments in Mexico
(www.agroasemex.gob.mx/ProductosyServicios/Seguros.aspx#horizontalTab1).

"An example of a macro-level program is the recently established African Risk Capacity, a WII designed to protect
African countries from catastrophic weather events (http://www.africanriskcapacity.org/home).



http://www.agroasemex.gob.mx/ProductosyServicios/Seguros.aspx#horizontalTab1
http://www.africanriskcapacity.org/home

As part of the “Innovative Insurance Products for the Adaptations to Climate Change” (ITPACC)
project to develop innovative agricultural insurance project in Ghana, Stutley conducted a
comprehensive study of the feasibility of crop insurance for all major crops. In his assessment of
the yield data available, Stutley points out several limitations. First, yield estimates at the district
level are not sufficiently precise, because of the negative impact on the quality of sampling
stemming from governmental budget constraints. Second, the data are not available in a
consistent database format, and exhibit obvious errors. Third, political boundaries have been
redefined, making it difficult to compute consistent district-level historical yield series. Fourth,
yields are calculated from the area harvested rather than the area planted, thus underestimating
damages when planted fields are totally lost. Finally, only historical yield data for the main
cropping season exist (i.e., there are no yield data for the minor growing season in the central and
southern regions).

The study finds a downward trend in annual rainfall across most of Ghana. Weather-
related perils include drought in some areas of eastern, western, and southern Ghana, excess rain
and floods in parts of northern Ghana, and windstorms in certain areas. Rainfall patterns vary
substantially across short distances, implying that a high-density network of weather stations is
required to establish successful WII products. Further, the exposure of Ghana to the effects of
climate change may require additional loadings into WII premiums, to protect insurers from
climate change risk.

As part of the study, the demand for agricultural insurance was assessed by conducting
discussions with 10 farmer focus groups, each of them consisting of 10 to 20 farmers. Farmers
ranked lack of access to rural finance as the main constraint to agricultural crop production.
Other reported production impediments included marketing constraints, low output prices, lack
of storage, bush fires, and pests and diseases. Unpromising from the perspective of the demand
for WII, in none of the meetings was weather risk ranked among the top three constraints.
However, farmers stated their willingness to purchase insurance if it helped them gain access to

credit.



Based on the analysis of 18 years (1992 through 2009) of data on average yields and
rainfall at the district level, Stutley concludes that drought WII would provide very appropriate
coverage for corn in the Eastern Region. However, other regions are characterized by weaker
correlations between rainfall and corn yields, suggesting that drought WII would not be as
effective to provide coverage for shortfalls in corn yields. The correlations between rainfall and
yields are also weak for other rain fed crops (e.g., rice, millet, sorghum, and groundnuts).
Further, in some of the northern regions, the correlations between rainfall and yields crops are
negative, indicating that yield losses are more likely due to excess rain or floods than to drought.

Overall, Stutley concludes that corn, rice, pineapples, and mango have the potential to
support WIIL. Rainfall WII could be developed to protect corn and rice producers from drought in
districts with high correlations between rainfall and yields, and with an appropriate density of
weather stations. Rainfall WII could be designed to cover pineapple producers from drought in
the Central Region, and to protect mango growers from excess rainfall in some districts of the
Northern Region. Stutley also notes that WII might possibly be developed also for sorghum,

millet, and groundnuts.

Muamba and Ulimwengu (2010)
Muamba and Ulimwengu propose a programming method to compute optimal drought insurance
contracts. The contracts are assumed to pay an indemnity whenever rainfall is below a certain
trigger; the indemnity increases proportionally with the amount by which rainfall is short of the
trigger, up to a pre-defined stop-loss rainfall. The maximum indemnity occurs when rainfall is
equal to or smaller than the stop-loss. The advocated approach consists of computing the trigger
and the stop-loss values that maximize the covariance between the indemnities and the losses
being insured, subject to a maximum fair premium (which is defined as the expected indemnity
divided by the liability).

Muamba and Ulimwengu apply their method to calculate optimum insurance contracts

for corn yields in 12 districts of Ghana’s Northern Region. For this purpose, they rely upon



district-level annual yield and monthly rainfall data spanning 1998 through 2004. The estimated
correlations exhibit large variability across months and districts. The largest correlations
correspond to July and August, for which the average correlations across districts are
respectively 0.41 and 0.35. However, in some instances correlations are large but negative,
rendering them unsuitable to develop drought insurance.

After estimating the optimal contracts, the authors examine their viability by computing
the correlations between the corresponding indemnities and the yield losses for premium rates
ranging from 5 % to 15 %. They find that only three districts (East Mamprusi, Gushiegu Karaga,
and Saboba) have significantly positive correlations at the 10 % level. Four other districts (Bole,
East Gonga, Savegulu Nanton, and Tolon Kumbugu) have positive but non-significant
correlations between indemnities and yield losses. Importantly, correlations for the other five
districts (East Dagomba, Nanumba, West Dagomba, West Gonja, and West Mamprusi) are
negative, suggesting that rainfall-based drought WII is not viable. The authors find similar
results when testing the in-sample performance of the contracts (i.e., using the 1998-2004 data).
Muamba and Ulimwengu conclude that corn drought rainfall insurance may not be viable for
some districts, in particular those where corn yield losses are negatively correlated with the

contracts’ indemnity payments.

Katie School of Insurance (2011)
The study by the Katie School of Insurance explores the feasibility of index insurance products
for corn and rice in Northern Ghana. It focuses on Northern Ghana because its weather patterns
are more favorable to the design of simpler rain-based WII products, as it has only one rainy
season (which usually spans April through September).

Data limitations posed a major challenge for the study. First, although 16 years of
historical rainfall data are used for the analysis, the variability found would make it highly
desirable to double the length of the time series to better assess the rainfall patterns. Second,

temperature data at the district level do not exist, but temperature data at the regional level



exhibit a clear increasing trend over the last 40 years. Third, Ghana experienced a major
redistricting reform in 1988/89, which established 110 districts; subsequent changes had
established a total of 170 districts by 2008. As a result of redistricting, historical district-level
crop production data are often not available.

Data analysis focused on the Bole and Yendi districts in Ghana’s Northern Region over
the period 1992-2007. An important finding is that both the frequency of rainfall and the monthly
precipitation have exhibited upward trends over the period under study, which ... raise serious
concerns for developing policies to address productivity of crops in Ghana.” (Katie School of
Insurance, p. 13). Unexpectedly, the strongest correlations between precipitation and yields have
negative signs; in the Yendi district, the correlation between monthly precipitation (rainfall
frequency) and corn yields equals -0.70 (-0.46). This result indicates that, at least for some
districts, WII triggers would need to account for excess rainfall as well as rainfall shortages.

Overall, the correlations between precipitation and yields are rather weak.

Okine (2014)

Okine applies a Black-Scholes option pricing framework to determine the price of WII for corn
in the Tamale district, which is located in Ghana’s Northern Region. The author postulates an
insurance contract based on the cumulative monthly rainfall, with the payoff of a “cash-or-
nothing” put contract (i.e., the payment of a certain cash amount whenever the recorded
cumulative rainfall in a particular month falls below a certain trigger). Okune’s analysis relies on
district-level aggregate data, which is well suited to the Tamale district because it has a small
area (731 km?).

Based on data for the period 1992 through 2007, the study shows that the largest positive
correlations between monthly cumulative rainfall and district-level corn yields correspond to
February and March, with correlations of 0.53 and 0.50. Thus, not only are the correlations
relatively low, but also they are registered before (February) or during (March) the planting

season in Tamale, which severely reduces their usefulness for insurance purposes. During the



corn growing season, the only months with positive correlations between cumulative rainfall and
yields are July (correlation of 0.42) and August (correlation equal to 0.24). However, due to the
variability in the data, Okune notes that a much longer time series (40 years) would be needed to

estimate the correlations with a reasonable level of precision.

Karlan et al. (2014)

Karlan et al. (2014) performed a multiyear randomized trial experiment in northern Ghana,
aimed at assessing the extent to which capital constraints and uninsured risks affect investment
by small farmers. To this end, they focused on communities where corn was the most important
crop, and selected farmers who grew corn but had no more than 15 acres of land.

Karlan et al. (2014)’s econometric analysis is based on experimental data for three annual
crop cycles. In the first year (2009), 135 farmers were provided free WII, 117 farmers received
free cash grants, 95 farmers obtained both free WII and capital grants, and 155 farmers were set
aside as controls. In the second year (2010), the sample was expanded, and WII was no longer
provided free of charge, but offered at prices above and below fair and market values. In total
there were 2,082 experimental subjects, with 1,095 who were offered to buy insurance, 363 who
received cash grants, and 624 in the control group. In the third year (2011), WII was offered at
various prices, but no cash grants were given. The total sample consisted of 1,406 farmers, with
1,095 of them receiving offers to buy insurance and 311 being assigned to the control group.

The WII product offered was different in each year. In the first year, the product aimed at
covering crop losses due to drought and flood, by paying indemnities if between June and
September there was a month with 8 or fewer dry days, or 18 or more wet days. In the second
year, the insurance also targeted losses from drought and flood, but it was based on a slightly
different indemnity schedule (e.g., payouts triggered by 12 or more consecutive dry days, or 7 or
more consecutive wet days, between June and September). In contrast, the third year product was
designed to cover drought only, with payouts depending on the number of consecutive dry days

at different stages of the growing cycle for corn.



The most striking result from Karlan et al. (2014) is that uninsured risks have a far
greater impact on investment than capital constraints. Insured farmers are found to cultivate more
acres and spend more on land preparation and on inputs overall. However, the value of harvest is
not significantly greater for insured farmers. Insurance is also found to be significantly
associated with greater involvement in riskier enterprises, but whose risks are more likely to be
covered by the insurance.

In terms of the demand for insurance, Karlan et al. (2014) find that trust and recency (i.e.,
whether an insurance payout was received or not in the previous year) have a significant impact
on farmers’ uptake. Most important from the perspective of the viability of WII in Ghana,
however, is their claim that (Karlan et al., 2014, p. 601)

“We also show that there is sufficient demand to support a market for rainfall insurance
and discuss in more length the ensuing policy and market issues in Ghana. We find that at
the actuarially fair price, 40% to 50% of farmers demand index insurance, and they

purchase coverage for more than 60% of their cultivated acreage.”

McKinley, Asare, and Nalley (2015)

McKinley, Asare, and Nalley discuss the critical issues hampering the development of WII for

cocoa in Ghana. The main problems identified are:

1. The lack of historical yield data.

2. The perennial nature of cocoa trees, which not only results in yields that vary with the age of
the tree, but are also negatively autocorrelated (i.e., high yields are followed by low yields,
and vice versa).

3. The determination of adequate rainfall and temperature values triggering indemnities.

The authors argue that computing rainfall and temperature triggers is especially challenging,

because cocoa yields suffer if there is either too much or too little rainfall, and if temperatures

are excessively high or excessively low.



In addition, McKinley, Asare, and Nalley perform a preliminary assessment of the
feasibility of WII for cocoa in Ghana. They use farm-level yield data for 1,200 cocoa producers
covering 109 villages, 19 districts, and 5 regions, spanning the period February 2011 through
August 2012, together with geo-referenced precipitation data with a resolution of approximately
9 km?. For insurance purposes, a key finding from their study is the identification of pod
maturation as the critical stage for rainfall. Using simulations, the authors estimate that the
probability of receiving an indemnity payment for a 50 % (70 %) coverage ranges between 15.9
% and 28.8 % (28.6 % and 40.0 %). The authors attribute the large probability of payouts to the
lack of appropriate data to adequately calibrate their simulation model. If the actual payout
probabilities are as high as estimated by McKinley, Asare, and Nalley, WII would not be seem

viable for cocoa producers in Ghana.

Gallenstein et al. (2015)

Motivated by the low demand for unsubsidized WII found in many instances where it has been
tried, Gallenstein et al. investigate the potential demand for WII tied to loans in the Upper East,
Upper West, and Northern Regions of northern Ghana. In those regions, the market for
agricultural loans is dominated by 16 rural and community banks. Those banks provide
microfinance loans to farmer associations rather than to individual farmers, focusing exclusively
on joint liability loans.

Given the structure of the agricultural credit market in northern Ghana, Gallenstein et al.
surveyed 258 farmer associations, out of almost 800 farmer associations listed by the banks as
existing or potential customers. The associations surveyed were the ones that met a set of
criteria, including being in good standing, belonging to low rainfall districts, having corn as their
primary or secondary crop, comprising 7 to 15 members, and borrowing less than GH¢ 10,000.
The focus on the demand from farmer associations rather than individual farmers, and on

existing (73 %) or potential (27 %) loan customers is a distinguishing feature of the study.



Within each association, three randomly selected farmers were interviewed, which resulted in the
collection of 780 surveys in total. Surveys were conducted in February 2015.

The surveys inquired about the farmers’ willingness to pay (WTP) for agricultural loans
with three alternative types of insurance policies, namely:

1. Policy held by individual farmers, with indemnities based on rainfall at a nearby weather
station and paid directly to farmers.

2. Policy held by the bank, with indemnities based on rainfall at a nearby weather station and
paid to the bank, which then applies to repay farmers’ outstanding loans.

3. Policy held by individual farmers, with indemnities based on rainfall at farmers’ plots and
paid directly to farmers.

The authors consider as potentially viable only the first two types of policies, but they also

included the third policy in the questionnaire to quantify the amount of basis risk. Note, however,

that the third policy payouts are triggered by shortages in rainfall rather than yield, which means

that it also involves basis risk (because individual farmers’ yields need not be perfectly

correlated with rainfall at the farmers’ plots). In addition, the survey included questions about

farmers’ strategies to cope with drought, and about demographic characteristics and other

variables that, according to the literature, are associated with the demand for insurance.

By far, the main mechanism to cope with droughts for the farmers in the sample is selling
livestock or other assets (53 %). Borrowing money (17 %) and spending savings (11 %) are
respectively the second and third most popular strategies to cope with drought.

Regarding the estimated demand for insured loans, 56 % of the sampled farmers are
willing to have individually insured loans as described above in item (1) at market-viable prices
for the insurance component. The analogous figure for the loans with insurance held by the bank
(specified in item (2) above) is very similar (54 %). The authors also estimate that the WTP to
avoid rainfall basis risk is large (equal to 4 % of the loan principal) and statistically significant.

Although the aforementioned demand for insured loans seems high, it must be recalled

that 73 % of the farmers in the sample are existing borrowers. Hence, the data suggest that the



number of borrowers would greatly decrease if all of the loans offered by banks were insured at
market-viable prices (although, of course, the resulting banks’ loan portfolios would be protected
against the risk of drought). In other words, the number of borrowers would fall by a large

amount if loan insurance were made mandatory.

II1.1.b. Price Index Insurance

Agricultural insurance schemes based on market price indices were investigated by Sarris, and

Karlan et al. (2011).

Sarris (2002)

Sarris (2002) develops a theoretical model to quantify farmers’ WTP for price insurance, and
applies it to analyze the potential demand for price insurance by cocoa producers in Ghana. The
proposed contract can be categorized as price-index insurance, because it relies on the market-
level price, rather than the specific prices received by the insured farmers for their crop.

Sarris considers the case of a minimum price on a fixed amount of crop (determined
before production takes place), as well as the case where the minimum price applies to the total
amount produced (which is uncertain at the time the insurance is purchased). He estimates that
actuarially fair premiums for the insurance are smaller than the premiums for analogous put
options available at organized exchanges. In addition, Sarris estimates that the WTP for price
insurance typically greatly exceeds the actuarially fair premiums and the premiums on exchange-
traded put options, especially for producers who derive most of their household income from
cocoa, are risk averse, and have more difficulties smoothing consumption. He also finds that the
WTP for the price insurance on a fixed crop amount is very similar to the WTP for price

insurance on the total output produced.



Karlan et al. (2011)

Karlan et al. (2011) conducted a randomized trial experiment in the Eastern Region of northern
Ghana in 2007, which involved loans with price insurance protection to eggplant and corn
farmers. The provision of price insurance was motivated by information gathered at focus group
meetings, which revealed price variability to be a major risk for farmers in the region, whereas
rainfall variability did not seem large enough to pose a major risk.

A total of 169 farmers participated in the experiment. A subset of them was assigned to
the control, receiving only an offer of uninsured loans. The rest of the farmers were placed in the
treatment group, and were offered only crop-price indemnified loans at the same interest rate as
the (uninsured) control loans. The loan insurance was supplied at no extra charge, and consisted
of forgiving 50 % of the loan if the average market price at harvest fell below a certain threshold
(equal to the 10™ and 7" percentiles of historical prices for eggplant and corn, respectively).

The average loan size was large, representing between 13 % and 38 % of the average
annual income for a typical farmer. Farmers who borrowed tended to be older, to have higher
cognitive scores, to be more likely to have borrowed before, and to be more averse to ambiguity.
The takeup of loans was very high and not significantly different across the control (86 %) and
treatment (92 %) groups. Defaults were also quite high (58 % after 1.5 years), and the same for
the two groups.

Because of the high loan takeup, it was very difficult to discern the effects of the price
insurance. In particular, essentially no impacts were found of price-indemnified loans on
investment in inputs. However, the price insurance induced changes in the marketing of crops:
compared to farmers with uninsured loans, farmers with indemnified loans were significantly
more likely to sell to market traders than to farmgate sellers. This is interesting, because

farmgate sellers typically buy at a discount in exchange for locking in prices.



III.1.c. Price-Weather Index Insurance
To address the fact that farmers’ revenues are affected by the combination of both output and
price realizations, Keyzer, Molini, and van den Boom; and Molini et al. analyzed insurance

based on a composite of price and weather indices.

Keyzer, Molini, and van den Boom (2007)

Keyzer, Molini, and van den Boom develop a theoretical framework for insurance contracts
based on the realizations of market prices and weather variables, and whose indemnities are
aimed at preventing farmers’ total (i.e., farm plus non-farm) income from falling below the
poverty level. Keyzer, Molini, and van den Boom’s proposed insurance relies on subsidies for
the poorest farmers, either from outside sources, or from the better off farmers in the insurance
pool. They show how to compute the indemnities as functions of the weather and price data, so
as to minimize the risk of income realizations below the poverty level, and subject to self-
financing up to a certain amount of external subsidies.

The authors apply their method to Ghana. To this end, they construct a pseudo-panel of
representative agents using data from the 1987/88, 1988/89, 1991/92, and 1998/99 Ghana Living
Standards Survey, and the 1970, 1984, and 2000 Population Census. They also use the length of
the growing period as the weather index, the market prices for 6 cash and staple crops, and the
per-capita farm size to compute indemnities for individual farmers. When optimal indemnities
are restricted to be linear functions of the length of the growing period, prices, and farm size, the
insurance is estimated to reduce poverty by only 4 % (from 47 % to 43 %). The authors also
estimate that allowing for more flexible indemnity schedules would reduce poverty by an

additional 5 % to 10 %.

Molini et al. (2007)
Using the method proposed by Keyzer, Molini, and van den Boom, Molini et al. calculate the

indemnity schedule for farmers in the three northern regions of Ghana (Upper East, Upper West,



and Northern). They estimate that the premium required to eliminate the risk of falling into
poverty is approximately 50 % of income, which renders the insurance scheme impractical in the
absence of subsidies. The advocated insurance scheme is estimated to reduce the poverty
incidence by about half, from 63 % to somewhere between 39 % and 27 %, depending on the
flexibility allowed in the indemnity schedule.

Importantly, Molini et al. raise in issue rarely discussed by the index insurance literature,
namely, that crop insurance in the absence of other safety net policies may exacerbate food crises
induced by crop failures. This may happen if, for example, indemnities received in a bad crop
year allow insured farmers to outbid uninsured ones for the food available, and in the process
greatly worsen the conditions for the farmers without insurance. The authors argue that if food
crises are to be avoided when crop failures occur, food deliveries must be managed together with

cash indemnifications.

I11.1.d. Area-Based Yield Insurance (ABYI)
Area-based yield insurance (ABY]) is often advocated, because it relies on an index (area yield)
that is typically more highly correlated with individual farmers’ yields than weather indices are.

Stutley, and Katie School of Insurance analyze ABYI for Ghana.

Stutley (2010)

Stutley finds that corn and rice are crops for which ABYT could most likely be designed. ABYI
might also be suitable to cover sorghum, millet, and groundnuts. However, he conditions the
feasibility of such insurance products on (a) historical series at the district level being of
sufficient quality and long enough, (b) average yield estimates meeting minimum precision

standards, and (c) a minimum level of acres being planted in the insured area (district).



Katie School of Insurance (2011)

The study by the Katie School of Insurance, already discussed in connection with WIIL, also
addresses the potential for ABYI to overcome the limitations faced by WII due to the relatively
poor estimates of the correlations between rainfall and yields. The study finds that ABYT corn
premiums for the Bali and Yendi districts are very sensitive to the yield probability distribution
assumed for the computations, but particularly so for Yendi. For typical coverage levels, the
estimated premiums would be commercially viable for Bali, but too expensive for Yendi. In
addition, corn yields are found to be negatively correlated across the two districts, which the
study argues would facilitate risk reduction for financial institutions willing to diversify their

loan portfolios geographically.

I11.2. Damage-Based Insurance
Stutley; and Kwadzo, Kuwornu, and Amadu study traditional damage-based agricultural

insurance in the context of Ghana.

Stutley (2010)

Based on his comprehensive feasibility analysis, Stutley concludes that windstorm insurance is
technically feasible for rubber, large-scale banana plantations, and possibly small-holder
producers of plaintains. He also determines that catastrophic insurance against aggregate damage
in cocoa plantations due to the Cocoa Swollen Shoot Viral Disease could be designed and

implemented.

Kwadzo, Kuwornu, and Amadu (2013)

Kwadzo, Kuwornu, and Amadu estimate the WTP for multi-peril crop insurance by farmers in
the Kintampo North district, located in Ghana’s Brong Ahafo Region. The district under study is
between the forest and northern savannah zones, and agriculture provides most of the household

income in the area. The authors collected data from a representative random sample of 120



farmers (12 farmers per community across 10 communities), by conducting face-to-face
interviews in 2010.

The data obtained allow the authors to assess the frequency and severity of various perils
faced by the farmers. The perils more often cited by farmers as affecting crop production are
bushfires (98 %), drought (91 %), windstorms (91 %), grazing livestock (61 %), theft (61 %),
and flood (47 %). In terms of perceived effects, farmers rank bushfires as the top peril, followed
in decreasing order by drought, floods, windstorms, theft, and grazing livestock. According to
the farmers’ reported frequency of occurrence over the previous 5 years, bushfires is the most
frequent peril (100 %), grazing livestock (80 %) and theft (80 %) are next, followed by
windstorms (60 %), and finally drought (40 %) and flood (40 %). Based on the data, the authors
classify bushfires and windstorms as high-effect-high-frequency perils, livestock grazing and
theft as low-effect-high-frequency perils, and drought and flood as high-effect-low-frequency
perils. By far, the crop most affected by the various perils is corn.

The survey also included questions regarding the strategies used by farmers to manage
risks. Crop diversification and sharecropping are typical risk management strategies used by
farmers in the area. Other risk-driven strategies reported by farmers in the sample are selling or
liquidating farm productive assets (42 %), adding on or shifting to other businesses (39 %),
varying crop practices (e.g., by intercropping, adopting drought resistance varieties, staggering
planting, or using low-risk inputs) (8 %), borrowing from friends and family (5 %), and resorting
to the use of family labor (5 %).

For the sample analyzed, the WTP for an insurance product covering GH¢ 1,000 of
hypothetical losses in farm income ranges from a minimum of GH¢ 5 to a maximum of GH¢
80.00, with an average of GH¢ 24.43 (i.e., the WTP averages only 2.4 % of hypothetical losses,
with a minimum of 0.5 % and a maximum of 8 %). The likelihood of purchasing crop insurance
is significantly positively correlated with family size and farm size, and significantly negatively
correlated with the level education, the diversification by means of livestock production, and

land ownership. One additional family member dependent on the farm is associated with a 10 %



higher probability of insuring, and one additional farm hectare corresponds to a 7.5 % greater
likelihood of purchasing insurance. In contrast, farmers with formal education are 51 % less
likely to buy crop insurance, and farmers who diversify via livestock enterprises are 40 % less
likely to purchase insurance. Similarly, land ownership is associated with a 33 % reduction in the
probability of buying insurance. Overall, the authors conclude that “The major policy implication
revealed by this study is that farmers who have the ability to self insure generally are not
interested in market-based crop insurance and therefore lead to high levels of exposure by

insurance firms if care is not exercised.” (Kwadzo, Kuwornu, and Amadu, p. 18).

IV. Recent Developments and Current Situation
Agricultural insurance has had very little development in Ghana, and most of the progress has
occurred over the last decade. Before then, the only experience with agricultural insurance was in
the 1970s, when Ghana’s State Insurance Agency in association with Barclays Bank used to
provide damage-based insurance for rice producers. The program was successful for some time,
but eventually fraudulent claims led to sizable losses to the insurer,® which stopped operating the
scheme. The negative experience had a galvanizing effect, and for a long period agricultural
insurance was a shunned business in Ghana.

Interest in agricultural insurance issues has surged over the last decade in Ghana. In 2007,
the non-governmental organization Innovations for Poverty Action (IPA) started funding the
aforementioned study by Karlan et al. (2011), aimed at examining the effects of crop price
insurance (IPA undated-a). Two years later, IPA started sponsoring the project by Karlan et al.
(2014) discussed earlier in the literature review, which focused on the impact of WII on farmers’
investments (IPA undated-b). Both studies were noteworthy because, consistent with IPA’s
approach, they relied upon randomized trials to obtain data. Farmers in the treatment groups

purchased actual WII contracts.

8Producers harvested the rice fields and then set them on fire to demand indemnity payments.



In 2009, a major initiative promoted by the German Federal Ministry for the
Environment, Nature Conservation, and Nuclear Energy culminated in the establishment of the
ITPACC project. IIPACC, funded by the aforementioned German Ministry, and implemented
jointly by Ghana’s National Insurance Commission (NIC) and the German Gesellschaft fiir
Internationale Zusammenarbeit (GIZ), was scheduled to last until June 2013 (Appenteng-Mensah
and Gille). As suggested by its name, [IPACC’s main goal was to assist in the development and
implementation of economically sustainable innovative agricultural crop insurance products in
Ghana, aimed at protecting farmers from adversities in agricultural production related to extreme
weather (Appenteng-Mensah and Gille).

ITPACC was instrumental in the establishment of the Ghana Agricultural Insurance
Programme. The Programme consisted of a steering committee in charge of setting policy and
advocacy, and the Ghana Agricultural Insurance Pool (GAIP) in charge of governance and
management. The steering committee was chaired by the NIC, and had members representing the
public and private sectors, a state-owned reinsurance company, and development partners. GAIP
was supported by 19 of the 22 non-life insurance companies in Ghana, and its day-to-day
operations were conducted by a technical management unit staffed by three individuals
(Appenteng-Mensah and Gille).

The process leading to the creation of GAIP raised awareness about agricultural
insurance in Ghana, encouraged dialogue among potential stakeholders, and resulted in
regulatory changes. GAIP was launched in 2011, and in that same year it introduced its first
product, a corn WII for 3 regions in northern Ghana. The policies were sold to three banks
(which used them to cover their loan portfolios) and IPA, resulting in the coverage of over 3,000
farmers for a total of 5,045 acres (Appenteng-Mensah and Gille). Significantly, GAIP’s WII was
adopted by Karlan et al. (2014) for their third-year treatment group; as a result, their experiment
accounted for approximately one third of all farmers covered by GAIP’s WII in 2011

(Appenteng-Mensah and Gille).



In 2012, GAIP expanded its portfolio by offering WII to cover corn and soybeans over 6
regions (Gille). In 2013, GAIP offered named-peril insurance for rubber producers, ABYT for
corn, and WII for corn, soybean, and sorghum, extending its reach to seven regions (Gille).
Notwithstanding the expansion in the types of products offered, coverage decreased relative to
2011: only 490 farmers for a total of 769 acres were covered in 2012, and 435 farmers for 939
acres in 2013 (MoFA).

The 2013 pilot ABYT trial was quite disappointing, and it was discontinued thereafter.
Takeups for WII continued to be quite limited in 2014. The most successful GAIP products in
2015 were named-peril insurance for rubber producers (with 713 acres covered) and accidental
mortality insurance for poultry producers (Katu ACII, personal communication). The portfolio of
products offered by GAIP in 2015 includes WII for a number of crops (including corn, soybeans,
sorghum, millet, groundnut, and cocoa), as well as named-peril insurance for eligible commercial
producers of various crops, livestock, or poultry.® In a concerted effort to increase its market
penetration and reach a target of 600,000 subscribers, GAIP has recently greatly expanded its
staff, by incorporating a marketing manager and 13 marketing officers who sell policies in the
field. This has been achieved with funding support from organizations such as ADVANCE II
and FINGAP. The GAIP board is expected to take very important decisions on the way forward
after the results from the 2015 season become available.

There are two major research projects currently under way involving agricultural
insurance, namely, “Disseminating Innovative Resources and Technologies to Smallholders”
(DIRTS) and “Promoting Adoption of Improved Production Technologies among Smallholders
in Ghana via Coupled Credit and Index Insurance Contracts” (OSU/ACET).!? Both projects
involve collaborations with GAIP. DIRTS started in January 2014 and will finish in December

2015, whereas OSU/ACET begun in August 2013 and will last until mid-2016. One of DIRTS’s

9The indemnity-based products are advertised as “multi-peril” insurance by GAIP (GAIP), but they fall under the
named-peril insurance category discussed in Section II.

9T wo of the leaders of DIRTS, Professors Karlan and Udry, are co-authors of the Karlan et al. (2014) study.
Likewise, two of the leaders of OSU/ACET, Professors Miranda and Sam, are co-authors of the study by Gallenstein
et al. discussed earlier.



stated objectives is to implement and evaluate commercial drought index insurance (Udry et al.).
OSU/ACET is aimed at assessing the effect of index-insurance-contingent loans on the provision
of credit and other agricultural-related issues (Miranda et al.), and the study by Gallenstein et al.
discussed earlier is an early outcome of the project. Results from these two projects should

provide valuable insights about WII in Ghana and its potential for scaling up.

V. Opinions of Major Stakeholders

In May 2015, interviews were conducted with individuals representing major stakeholders of
agricultural insurance in Ghana (see list of interviewees at the end of the present document). The
goals of the interviews were threefold. First, to learn about the individuals’ opinions regarding
the possible explanations for the failure of recent efforts at establishing a large agricultural
insurance program. Second, to sense whether stakeholders are optimistic about the likelihood
that agricultural insurance programs will succeed in Ghana. Finally, to uncover the factors
stakeholders deem most critical for the widespread adoption of agricultural insurance in Ghana.

The next subsections discuss the main results stemming from the informal survey. The
discussion is supplemented by the opinions of stakeholders expressed in recent presentations by
Gille and Appenteng-Mensah, and publications by Nunoo and Acheampong, and Appenteng-

Mensah and Gille.

V.1. Reasons for Limited Adoption
The following list provides a summary of the main reasons brought forward at the interviews for
the poor performance exhibited by the WII programs:

e Expensive Premiums:

In the opinion of several interviewees, the high cost of WII deterred its widespread adoption.
WII was sold at premiums in the order of 7 % to 10 % of farmers’ production costs, with
actual costs ranging from 4 % to 25 % of production costs depending on soils, geographic

regions, and other production factors.



Lack of Awareness/Financial Literacy:

Insurance in general has low penetration in Ghana (e.g., insurance premiums accounted for
1.06 % of Ghana’s GDP in 2011 (NIC)). Further, there is no tradition of agricultural
insurance, and WII is a new concept unknown to many farmers. Clear evidence of this issue
was provided at the interview with officers of the Ghana National Association of Farmers
and Fishermen, as they were not aware of the agricultural insurance programs offered in
recent years or currently in place.

Insufficient Commitment by Insurance Companies:

As pointed out in the previous section, the initial insurance programs were established largely
under the leadership of GIZ. For this reason, it is perceived that there was an undue emphasis
on WII products, and that insurance companies were insufficiently committed to make the
programs successful. Management of the agricultural insurance program was the
responsibility of GAIP. However, for a long period GAIP was staffed by only three
employees, which severely impaired its ability to devote the amount of resources needed to
adequately educate farmers about insurance and, more importantly, market insurance
products in the field.

Lack of Trust by Farmers:

Some respondents stressed that it is critical for farmers to trust that they will be paid back. In
some instances, the failure of susu schemes has made farmers lose trust in financial
arrangements, thus hindering their willingness to buy insurance. In other instances, farmers
may simply not have had enough trust in the providers of WII to purchase insurance.

Poor Infrastructure:

Some of the interviewees deemed the network of weather stations as not adequate to reduce
basis risk to acceptable levels. The density of stations was not sufficiently high, and the
existing stations were often old and/or inefficient. Even though some weather stations were
added to the network to provide support for the WII program, more stations were needed,

especially in the Central Region.



the

Low Participation of Lenders, Input Suppliers, and Processors:

WII can be used by financial institutions to protect their portfolios of agricultural loans. In
the case of Ghana, however, lenders seem to care mostly about the default risk of individual
loans rather than the overall risk of their loan portfolios. Thus, the few lenders who decided
to insure tried to pass along the cost of the policies to farmers by charging higher interest
rates on their loans, which rendered them too onerous for potential borrowers. Input suppliers
and processors are other agricultural industry participants who may find WII potentially
attractive to manage the risks they face, but they did not participate in the programs offered.
Basis Risk:
An issue raised at some interviews was the basis risk inherent in WII, which makes it less
appealing than damage-based insurance. It was pointed out that problems arise when a farmer
has a bad crop but the index realization does not trigger an indemnity payment, because then
s/he gets a sense of paying for nothing.

In addition to the above explanations given for the low popularity of the WII programs,
following contributing factors were also cited during the interviews:

Alternative Mechanisms to Cope with Risks:

Insurance is not the only way to cope with risks, and it need not be the most attractive
alternative for the majority of farmers.

Complexity of WII Contracts:

WII contracts need to be very simple if they are to appeal to most farmers. Contract
complexity is likely to deter many farmers from buying insurance.

NGO Handouts:

One individual noted that the pervasiveness of handouts from NGOs has made many farmers
reluctant to pay for a product like insurance, which is less tangible than standard goods (and
pays out in times of need, which are also the occasions when NGOs are more likely to
provide aid).

Insufficient Number of Products:




The WII products offered covered only a handful of crops, which may have limited their
market.
There was a clear consensus among interviewees with respect to the key reasons for the
failure of the ABYI program, namely:

e Unreliable Yield Data:

The system set up by government agencies to estimate crop yields, based on crop cuts,
resulted in very poor data. In many occasions, estimated yields did not appropriately reflect
actual yields.

e Lack of Farmers’ Trust in the Yield Data:

Because of the poor track record of the yield data underlying the ABYT program, farmers
perceived that it was not credible enough to warrant purchasing ABY1.
Reasons for the slow progress of agricultural insurance have also been made public by
Appenteng-Mensah (manager of [IPACC), Acheampong (affiliated with GIZ), Gille (agricultural
insurance advisor of GIZ), and Nunoo (affiliated with the Department of Economics at the

University of Cape Coast). Table 1 below summarizes their views in this regard.

Table 1. Factors Explaining Slow Progress of Agricultural Insurance in Ghana According to

Named Sources

Factor Nunoo and | Appenteng- Appenteng-Mensah| Gille
Acheampong Mensah and Gille

Expensive premiums X X X

Lack of awareness X X X

Ownership X

Poor infrastructure X




Basis risk X

Low government involvement X X X
Severe data limitations X X
Negative image of insurance X

V.2. Prospects and Recommended Actions
The individuals interviewed were generally optimistic about the potential for agricultural
insurance in Ghana. In particular, they felt ongoing projects involving agricultural insurance are
worth pursuing, as they may provide useful information to eventually render it successful.
Given the opinions expressed in the interviews, the following actions emerged as crucial
to improve the likelihood that agricultural insurance programs will succeed in Ghana:

e Bolster Marketing Efforts:

There is a perceived need to have a much more active presence of marketing officers to sell
policies in the field than in the past. To this effect, this year GAIP incorporated six full-time
marketing officers in the field, funded by grants. The marketing efforts should cater to
groups/associations of small farmers, farmer cooperatives, and large farmers. In addition,
lenders should be enticed to buy agricultural insurance to protect their loan portfolios.

e Obtain Government Support:

Stronger government support appears to be essential for the success of agricultural insurance.
It was mentioned that the government could provide support in various ways, such as helping
with product research and development, subsidizing the purchase of agricultural insurance by
the rural poor, and requiring farmers to have insurance to receive loans from banks. It is felt
that, even though the government participated in the private-public partnership that led to the
creation of GAIP, the government is not seriously committed to backing agricultural

insurance. As an example of this concern, some interviewees pointed out that the 2014



“Budget Statement and Economic Policy” presented by the Finance Minister to the
Parliament states that the government will help pooling funds from the private and public
sectors to scale up the agricultural insurance program (Terkper 2014, p. 50), but the actual
budget contains no allocation to that effect.

Promote Education/Awareness:

Most farmers are not aware of the potential advantages of using insurance to manage their
risks. Current efforts to educate farmers include broadcasting campaigns to promote
agricultural insurance, and providing free agricultural insurance for farmers’ demonstration
plots, both activities supported by means of ADVANCE grants. There is also a concerted
effort to create awareness through the extension system, by giving seminars about insurance
targeted at extension agents. In addition, seminars are being provided aimed at educating
lenders and input dealers on the use of agricultural insurance in their operations.

Expand the Number of Agricultural Insurance Products:

Having a larger portfolio of products is seen by some individuals as critical to ensure a
widespread adoption of agricultural insurance. The expansion in the number of products may
be achieved by targeting a wider variety of agricultural activities (e.g., production of mango,
cocoa, rice, vegetable crops, cash crops, and livestock) and alternative types of coverage
(e.g., multi-peril crop insurance, or even revenue insurance). In the latter regard, some
interviewees feel that GAIP should reduce the past emphasis on WII. One individual pointed
out that products should be developed aiming at the entire value chain, rather than only farm
output (e.g., drought/flood insurance is of no help if prices drop precipitously in a year with
excellent weather). The portfolio of products offered by GAIP now includes multi-peril crop
insurance for rubber production, and accidental mortality insurance for confined poultry
production.

Reduce Basis Risk:

The interviews revealed the need to have smaller basis risk to make WII products appealing

to farmers. The density of weather stations should be increased, especially in some regions



(e.g., the Central Region). The possibility of supplementing the data from the weather
stations with satellite data (or a vegetation index) is worth considering. Further,
implementing a system which allows farmers to independently receive in real time the
weather data associated with WII would be highly desirable, as it would boost farmers’ trust
in the system. Some actions have already taken to reduce basis risk; in particular, weather
stations have been recently added, and GAIP has acquired satellite data for areas poorly
covered by weather stations.

Additional actions that some individuals felt might help at establishing a sound

agricultural insurance program include the following:

Change the Form of the Insurance Pool:

When GAIP was first established, the insurance companies and NIC agreed that no company
would enter the agricultural insurance market alone. At the time, it was felt that an insurance
pool was the best arrangement for at least two reasons. First, no individual insurance
company seemed to have the expertise or the resources to be able to pursue agricultural
insurance on its own. Second and more important, the insurance companies wanted to avoid
agricultural insurance fail as a result of cutthroat competition (i.e., firms undercutting each
other’s premiums to the point where the premiums collected would not be enough to pay
indemnities). However, a pool need not provide the best incentives to develop innovative
insurance products. In addition, more aggressive marketing of agricultural insurance products
might occur by allowing individual companies to market them. One of the interviewees felt
that GAIP should be chartered following the model of the Nigeria Agricultural Insurance
Corporation.!!

Modify the Composition of the Agricultural Insurance Steering Committee:

In the opinion of one of the interviewees, the current composition of the steering committee

for agricultural insurance does not provide an adequate representation of the sector’s

Tt is worth pointing out that Aina and Omonona (2012) discuss problems associated with the Nigeria Agricultural
Insurance Corporation, and point out that its most recent reported loss ratio was equal to 4, which implies a
substantial level of subsidies.



stakeholders. In his view, making the steering committee more representative of the parties
with an interest in the success of agricultural insurance would go a long way toward
establishing a successful program.

To compare with the actions favored by the individuals participating in the informal

survey, a summary of views made public by other stakeholders is reported in Table 2.

Table 2. Recommended Actions to Establish Agricultural Insurance Programs in Ghana

According to Named Sources

Factor Nunoo and Appenteng- Gille
Acheampong Mensah and Gille

Obtain Government Support X X

Promote Education/Awareness X

Provide damage-based products X

Improve infrastructure X

Improve data X X

Build capacity X

Make premiums more affordable X

Establish cost-effective dist. channels X

VI. Potential for Widespread Adoption of Agricultural Insurance
The IIPACC-led initiative and the programs that followed it involved an unprecedented effort to
promote agricultural insurance in Ghana. However, despite the sizable resources devoted so far,

the results have been disappointing. The present section discusses the potential for widespread



adoption of agricultural insurance in Ghana, given the evidence from the studies reviewed earlier
in Section III and other relevant literature, and the information obtained from stakeholders.
Succinctly, the prospects for WII programs in Ghana --and in particular for those aiming
at smallholders-- are dim unless they are heavily subsidized. The basic argument in support of
this assessment is that, despite the vast number of ingenious index-based insurance schemes that
have been tried around the world, there is no record of any being economically self-sustainable
on a large scale (see, e.g., Burke, de Janvry, and Quintero; and Carter et al.). Binswanger-Mkhize
performs an in-depth analysis of index-based insurance programs, which leads him to state that

poor farmers (Binswanger-Mkhize, p. 187)

“... are cash/credit constrained and, therefore, cannot advance the money before sowing
time to buy insurance that pays out only after the harvest. Index insurance, therefore,
cannot be scaled up. Even if a few farmers purchase it, governments still will need to run
relief programmes for the uninsured. Standard ways suggested to improve the index
insurance, such as reducing basis risks, educating farmers and improving weather data,
do not improve the ability of small farmers to purchase insurance and may not improve
product design sufficiently to be competitive with self-insurance of the better-off

farmers.”

In a study examining the records of index-based agricultural insurance for 15 developing
countries in which policies are held by individuals, and 22 countries where policies are held by
institutions, Burke, de Janvry, and Quintero conclude that “The current gap between high
promise and low takeup suggests a promising research agenda to learn lessons from
current programs and to experiment with alternative approaches on both the supply and
demand sides of individual and institutional products.” (Burke, de Janvry, and Quintero, p. 3,

emphasis of theirs). Quite significantly, they also argue that “The benefits of investment in index

insurance need to be weighed carefully against the alternative risk reduction and risk




management approaches available at both the household and the organizational levels.” (Burke,

de Janvry, and Quintero, abstract, underlining of ours).

Even though a large number of index-based agricultural insurance schemes have been
tried in many countries over the last 15 years, the vast majority of them never left the pilot stage
because of difficulties encountered when attempting to scale them up. The National Index-Based
Insurance Schemes in India, ACRE in East Africa, the R4 Rural Resilience Initiative in Ethiopia
and Senegal, and the Index-Based Livestock Insurance Project in Mongolia are among the
handful of index-based agricultural insurance programs that have achieved a large scale. These
programs are also held as the prime examples of success by advocates of index-based
agricultural insurance (e.g., Greatrex et al.). As such, they can provide useful insights about the
potential viability of other index-based programs, and this is the reason why they are the focus of
the case study by Greatrex et al. The evidence from their analysis is clear: all four of them rely
on subsidies.'?

The following excerpt from Carter et al., written upon examination of a large number of
index-based insurance schemes implemented in developing countries, provides an up-to-date
summary of the experience regarding the uptake of index-based agricultural insurance (Carter et

al., p. 11, underline of ours):

“3. The puzzle of low uptake

Uptake is a battle in progress, with successes and failures, but results have to this date

been generally disappointing. The few cases where index insurance has been

implemented were either free or heavily subsidized, or offering insurance along with

other benefits such as subsidized credit and heavy technical assistance. In extensively

In the case of India’s programs, the government typically pays between 60 % to 75 % of the premiums. ACRE has
relied on donors to fund its establishment (e.g., for feasibility studies and salaries), and to pay for premium
subsidies. The scheme in Ethiopia and Senegal allows farmers to pay premiums with labor instead of cash, through
the government’s Productive Safety Net Programme in Ethiopia, and the World Food Program’s Food For Assets
initiatives in Senegal. Finally, subsidies in Mongolia’s program take the form of the government paying for
catastrophic losses, and for subsidized reinsurance and other supporting services.



studied cases in Malawi (Gin¢, 2009) and India (Cole et al., 2013), take up was only 20-
30% with adopters hedging only a very small fraction of agricultural income. Take up

among farmers not explicitly targeted in these programs was much lower. There are

however, recent exceptions, with Karlan et al. (2012) reporting a 40-50% take up at fair

price plus a 50% loading in Ghana, and insurance inducing an increase in investment in

cultivation. In this case, experiencing insurance payouts either oneself or through social
networks was an important determinant of demand. In general, however, low uptake is

still the norm and it requires addressing the issue of the reasons why this is the case.”

The quote above is important because it indicates that the relatively high uptake of index-based
insurance found by Karlan et al. (2012) is an exception. The published version of Karlan et al.
(2012) (Karlan et al., 2014) was reviewed in Subsection III.1.a of the present report. However, it
is revisited next because of its high relevance, with a special focus on the potential for the
commercial scaling up of its experimental setting.

There are several features of Karlan et al. (2014)’s experiment that call into question the
replicability of its results on a large-scale commercial setting, namely:
e Farmers’ trust
e Local infrastructure
e Farmers’ knowledge about agricultural technology
e Farmers’ program awareness
e Farmers’ knowledge of contract specifications
In terms of trust, farmers offered insurance by Karlan et al. were told that the program was a
research project being conducted by the non-governmental organizations IPA and Presbyterian
Agricultural Services. Both organizations are well-known by the farmers for their services in the
local communities; hence, it is safe to assume that farmers trusted the insurance offering (Osei-
Akoto, personal communication). In addition, Karlan et al.” experiments were performed in an

area where farmers had been exposed to substantial agronomic advice from prior development



programs, and infrastructure had been improved by the Millenium Challenge Account program
funded by USAID (Osei-Akoto, personal communication). Thus, conditions were likely better
than in many other areas of Ghana to respond to the offer to buy insurance.

In regards to farmers’ awareness and knowledge of the contract specifications, Karlan et
al. (2014) devoted vast resources to ensure that each subject in the insurance treatment group was
aware and had a proper understanding of the product. Marketers paid individual visits to the
farmers offered to buy insurance. In the visit, the marketer explained the insurance product and
its price, left a copy of the policy with the farmer, and informed him/her that s/he would have
about two weeks to decide whether to purchase insurance. Since (a) the individualized marketing
used for the treatment group would be very difficult to achieve on a commercial setting because
of its high cost, and (b) the takeup rates reported by Karlan et al. (2014) are computed relative to
the treatment group, it is obvious that Karlan et al.’s takeup rates overestimate the takeup rates
achievable on a commercial scale.

In connection with the scalability of the levels of farmer awareness and product
knowledge, it must be noted that Karlan et al. (2014) continued the experiment for a fourth year.
The corresponding results are not analyzed in the article, because several changes occurred in the
experimental setting. However, one of the ways in which the fourth year differed from the
previous three years was that “(i1) Marketing was done to entire communities with interactive
sessions (thus avoiding the costly one-on-one marketing that was used in the first years of the
study).” (Karlan et al. (2014), p. 647). Interestingly, WII takeup in the fourth years was only 5 %,
1.e., it was drastically smaller than in previous years.

Inferences about the potential scalability of the high takeups reported by Karlan et al.
(2014) should also consider the (lack of) representativeness of the weather realizations in the first
two years of their experiment, in conjunction with the significant recency effects'® found by

them. The reason for this assertion is that the weather index realized in the first and second years

13That is, that the probability of a farmer purchasing insurance on a given year is highly positively correlated with
him/her receiving an insurance payout in the previous year.



of the experiment led to unsustainably large payouts.'* Consistent with sizable recency effects,
the second and third years were characterized by high participation rates. In contrast, the weather
index realizations in the third year resulted in zero indemnities. The fourth-year results were not
analyzed econometrically in the study, mentioning that “The year 4 product (i.e., after the results
reported herein) differed, and only 5 % of the farmers purchased.” (Karlan et al. 2014, p. 647).
However, the dramatic drop in participation observed in the fourth year is also consistent with
strong recency effects. More importantly, it also suggests that the high takeups found by Karlan
et al. (2014) may have been largely driven by the unusually large payouts in the first two years of
the experiment.

The distinction between demand for insurance at actuarially fair premiums versus
demand at market premiums is an additional caveat to consider when drawing inferences on
commercial scalability from Karlan et al. (2014). Although they find the quantity demanded at
actuarially fairly premiums encouragingly high (takeup rates of 40 % to 50 %, with about 40 %
to 50 % of cultivated acres covered per insured farmer), it must be recognized that such
premiums are not commercially viable because they do not include servicing costs. The quantity
demanded at “market” premiums (defined for the study as the actuarially fair premium plus a 50
% load), which would be more realistic for a commercial setting, is much lower (takeup rate of
11 %, with less than 35 % of cultivated acres covered per insured farmer).

Absent subsidies, the amount of basis risk associated with WII products in Ghana seems
to pose an unsurmountable impediment to their widespread adoption. According to the WII
research reviewed in Subsection III.1.a of the present document, the correlation between rainfall
and yields at the district level is typically weak (e.g., Muamba and Ulimwengu; Katie School of

Insurance; Okune), thereby implying substantial district-level basis risk. Moreover, the actual

1“In the first (second) year 74 % (40 %) of insured farmers received payouts, consisting of $85/acre ($51/acre on
average). Back-of-the-envelope calculations yield average realized payouts of $62.9 per insured acre (= 0.74 x
$85/acre) for the first year and $20.4 per insured acre (= 0.40 x $51/acre) for the second year. Such payouts were
unsustainable, because they substantially exceeded the respective actuarially fair premiums of $47.50/acre and
$10/acre.



basis risk faced by individual farmers is even higher, because district-level correlations
overestimate farm-level correlations. In this regard, the findings by Kwadzo, Kuwornu, and
Amadu suggest that individual farmers’ basis risk is much greater than the district-level basis
risk.!?

Some of the stakeholders interviewed argued that one way to contribute to the diffusion
of agricultural insurance is to require that agricultural insurance for farmers borrowing from
banks. Similarly, Nunoo and Acheampong state that “Agricultural insurance coverage could be
made mandatory for financial institutions that provide agricultural loans and credits.” (Nunoo
and Acheampong, p. 243). However, the evidence from Gallenstein et al. indicates that such
proposals should be viewed with skepticism. The study by Gallenstein et al. suggests that
requiring insurance for lending might create major distortions in the market for agricultural
credit, because their data imply a large drop in the number of borrowers associated with
mandatory loan insurance.

The consensus opinion that failure of the ABYT pilot program was largely due to the
unreliability of the yield estimates produced by the government suggests that, unless major
corrective actions are taken to ensure the integrity of the underlying yield data, the prospects for
ABYT are poor. Unfortunately, even if the quality of yield data could be improved to adequate
levels in the near future, implementation of ABY1 would still be hampered for years to come.
This is true because the weakness of the historical data poses severe challenges for the
computation of actuarially far rates.

Finally, in regards to the prospects for damage-based insurance, the key problems to be
solved for it to be viable concern moral hazard and adverse selection. It does not seem feasible to
design policies that do not expose insurers to moral hazard and adverse selection, marketed at

premiums that are both economically sustainable for insurers and sufficiently attractive for small

I5Recall that in their study, farmers reported that, over the previous 5 years, the frequencies of perils were 100 % for
bushfires, 80 % for theft, 80 % for grazing livestock, 60 % for windstorms, 40 % for drought, and 40 % for flood.



farmers.'¢ However, as demonstrated by the damage-based programs currently offered to rubber

and poultry producers, niche opportunities are likely to exist to develop economically self-

sustained damage-based insurance schemes targeting commercial-scale farms (see also Stutley).

Unfortunately from a social welfare standpoint, such programs would reach only a tiny -- and the

least economically vulnerable -- fraction of Ghana’s farm population.

Interestingly, the majority of the stakeholders interviewed proved to be cautiously
optimistic about the prospects for agricultural insurance in Ghana. Such view contrasts with the
recent experience with WII in the country, and with the evidence elsewhere regarding index-
based and multiple-peril agricultural insurance programs (which strongly indicates that adoption
is very limited in the absence of subsidies or mandates). Hence, it seems a worthwhile
undertaking to explore in greater depth the rationale for the optimism expressed by stakeholders,
to determine the extent to which it is justified.

Given the information gathered at the interviews, we speculate that some possible
explanations for the stakeholders’ optimism are the following:

e Rent seeking: Insurance companies stand to earn rents if they succeed at obtaining subsidies
for agricultural insurance, making ag insurance mandatory for borrowers, or extracting
similar types of concessions at the expense of the government or other sectors. To the extent
that efforts to maintain such hopes alive are subsidized (e.g., by funds from development
organizations), insurance companies will stay interested in pursuing them.

e Misinformation: The recent focus on the development of agricultural insurance was largely
driven by the development community (e.g., [PA and GIZ). A review of the information
materials put forth by the development community reveals an overwhelming emphasis on the
positive aspects of agricultural insurance and why it “has to be” successful. As a result,
stakeholders may have been misled into believing that agricultural insurance has a much

better chance of success than it actually has.

1For example, the cost of a farm visit to verify damages is largely the same regardless of the size of the farm, which
puts smallholders at a distinct disadvantage.



e Poor (or lack of) business plans: It is unclear to what extent GAIP and other stakeholders
have prepared sound business plans, showing the market penetration levels needed to achieve
profitability, and appropriately assessing the costs of the efforts required to achieve such
levels of penetration. Without high-quality business plans, it would be difficult for
stakeholders to appropriately assess the likelihood of achieving success.

e Overconfidence: According to the Financial Times (http://lexicon.ft.com), overconfidence is,

“In business or trading, an overestimation of one's abilities and of the precision of one's
forecasts.” Numerous recent studies in behavioral economics have focused on
overconfidence, because it is a cognitive bias that can explain common “irrational”
behaviors. In the present context, if stakeholders are overconfident about their skills to make
agricultural insurance succeed, or put undue weight on the favorable forecasts while
discarding unfavorable evidence, they would exhibit unwarranted optimism.

Each of these tentative explanations can reconcile the stakeholders’ optimism with the existing

evidence on agricultural insurance. However, the list is not exhaustive, and further research is

needed to determine whether the above explanations reflect reality or not.

On the positive side, current initiatives undertaken by GAIP focus on outgrower/nucleus
farmer arrangements being promoted by MoFA. The focus on outgrower/nucleus farmers should
result in a more efficient use of GAIP’s resources. Because of the larger acreage controlled by
individual outgrower/nucleus farmers, delivering agricultural insurance to them should be less
expensive on a per-acre basis, thus enhancing the chances of success. In addition,
outgrower/nucleus farmers could help organize and promote insurance education among their
farmers, and provide the trust that smallholders need to buy into insurance schemes.

In addition, the macro-environment is generally improving, providing conditions more
favorable toward the provision and adoption of agricultural insurance. For example, the mobile
telephone network operator is in discussions with MoFA to improve agriculture information
dissemination, including weather data, to farmers through use of standard handsets. Also, the

liberalization of the financial markets has resulted in the establishment of many more insurance


http://lexicon.ft.com/

companies in the country over the last decade, which has increased competition in the industry

and generally driven down premiums.

VII. Concluding Remarks
The present report reviews the research that has been conducted on agricultural insurance in
Ghana, and examines recent developments and prospects regarding agricultural insurance
programs for that country. As part of the study, numerous stakeholders were interviewed to
gather their opinions about the possible reasons for the disappointing takeups that have been
observed, and their suggestions for improving the likelihood that agricultural insurance will
become more widely adopted.

According to the stakeholders surveyed, the extremely limited adoption of the WII
insurance programs in Ghana was largely due to (a) expensive premiums, (b) lack of awareness
and financial literacy, (c) insufficient commitment by insurance companies, (d) lack of trust by
farmers, (e) poor infrastructure, (f) basis risk, and (g) low participation of lenders, input
suppliers, and processors. In addition, the consensus among interviewees was that the ABYI
program failed because of unreliable yield data, and lack of farmers’ trust in the yield data. In the
opinion of stakeholders, important actions that need to be taken to improve the likelihood of a
wider adoption of agricultural insurance include: (a) bolstering marketing efforts, (b) obtaining
government support, (¢) promoting education/awareness, (d) expanding the number of
agricultural insurance products, (€) reducing basis risk, (f) changing the form of the insurance
pool, and (g) modifying the composition of the agricultural insurance steering committee.

Absent large subsidies, the prospects for agricultural insurance to become a major risk
management tool in Ghana are not encouraging. Elsewhere, named-peril has been the only type
of insurance that has succeeded without relying on subsidies. But, as indicated by its designation,
named-peril insurance only covers a limited range of risks. Further, named-peril insurance is
typically too expensive to deliver to small holders, which implies that it is unlikely to be

economically viable without subsidies for most of Ghana’s producers. Multi-peril and revenue



insurance, while providing better protection for farmers, have proven to be unsustainable in the
absence of heavy subsidies. As per index-based insurance, which in the last two decades has
been advocated as the most promising way to provide coverage to small farmers in developing
nations, it is highly unlikely that it will be widely adopted without resorting to substantial
subsidies. Index-based insurance has been piloted in many countries, including Ghana. However,
no index-based program has been successfully scaled up without subsidies, and there is little

evidence that Ghana will prove to be an exception.
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Appendix: Interviews

Interviews were conducted between May 5, 2015 and May 8, 2015, with the following

individuals:

Kwam-Gazo Agbenyadzie, Chief Executive Officer; MET Insurance

Michael K. Andoh, Head of Supervision; National Insurance Commission (NIC)
Ebenezer K. Asante, National Administrator; Ghana National Association of Farmers and
Fishermen

Joseph Boamah, Chief Director; Ministry of Agriculture

Emmanuel Dormon, Chief of Party; Advance, A USAID Feed the Future Initiative
Alhajj Ali Muhammad Katu ACII, General Manager; Ghana Agricultural Insurance Pool
(GAIP)

Kwame Ntim Pipim, Marketing Manager; Ghana Agricultural Insurance Pool (GAIP)
Isaac Osei-Akoto, Senior Research Fellow & Head, Statistics and Survey Division;
Institute of Statistical, Social, and Economic Research (IISSER), University of Ghana
Fenton B. Sands, Senior Food Security Officer, Office of Economic Growth; U.S.
Agency for International Development (USAID)

Eric Sosu, Protocol Officer; Ghana National Association of Farmers and Fishermen
Branko Wehnert, Project Manager, Insurance Services; German Agency for International

Cooperation (GIZ)
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