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[NTROOUCT[ON

Technoserve embarked on its rural finance study to clarify the
impact the current economic and financial sector restructuring
would have on small-scale farmers, and to establish
recommendations for increasing rural productivity and incomes.
The study was not intended to be a rehash of other organizations'
cumulative work, but a basis from which to explore ways of
reducing or eliminating credit and non-credit constraints.

To achieve these basic objectives, the study followed two
approaches. The s true ture \"fas deve loped to look a t forma 1 and
non-formal institutions as potential vehicles for promoting
agricultural productivity. [n this sense each chapter is focussed
on strengths and weaknesses and somewhat compartmentalized. To
link this approach with potential solutions, the multitude of
credit and non-credit constraints was incorporated into each
chapter to point to the institution's viability in rectifying
these constraints. Our recommendations in Section X[ suggest ways
to lessen the negative impact of these constraints, and also
identify institutions that would be useful in implementing
programs seeking to increase small-scale farmers' butput and
earnings.

Information and data collection were achieved primarily by
reviewing secondary data (much of which is listed in our
bibliography), conducting numerous field surveys~ and testing our
assumptions and findings in interviews with a wide array of
bankers, businessmen and public servants. Field surveys were
carried out in all regions but the Upper East, and included
interviews with small-scale farmers, cooperative members, credit
union members and Rural" Ban If. personnel. These were used for our
analysis of the formal financial sector and non-formal
alternatives. Unfortunately, our attempts to meet with a large
number of susu collectors and moneylenders met with less than
optimal success. ThUS, our section on these financial
intermediaries was not subject to quantitative analysis.

One caveat must also be mentioned with regard to information
gathering for the formal financial sector. The banks are
generally reluctant to share information due to the sensitive
negotiations currently underway between the Government of Ghana
and multilateral institutions providing financial assistance. In
some cases, even when there may have been a willingness to share
information, it was often out of date or incomplete. Reporting
requirements of the Banlr. of Ghana from the primary and secondary
banks are weak, so the available information was likewise
incomplete. T~chnoserve has made an eff6rt to make the
information as uniform and consistent as possible. While the
numbers should be regarded as reasonable approximations of
reality, our numerous. discussions with officials from the banks,
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business community, public sector and international agencies have
confirmed that our identification and analyses of trends are
generally accurate.

The study evolves from a descriptive macroeconomic (Section 1) and
sectoral approach (Section II) to a discussion of formal financial
institutions (Sections III-V) and non-formal alternatives
(Sections VI-IX). The first section is solely intended to provide
a brief description of the macroeconomic environment and place the
small-scale farmer within that broader context. This is an area
in which the Ministry of Finance, World Ban If. , IMF and other
institutions have produced voluminous studies, and Technoserve has
simply attempted to extract the key points of the Economic
Recovery Programme without contributing anything new.

Section II discusses the agricultural sector of the economy, with
particular focus on input supply, distribution systems,
infrastructure development, marketing considerations and
comparative advantage. Some of this section is descriptive, but
much is analytical and attempts to assess areas of strength in
which a more rationali~ed agricultural sector may focus. From this
section we believe small-scale farmers have a number of
opportunities to pursue, although in cereal production Ghana
appears to have only a marginal comparative advantage in some
areas (i.e., maize) and a comparative disadvantage in others
(i.e., rice). Sorghum is an exception, where Ghana appears to
enjoy a high degree of comparative advantage, particularly with
high yields recently achieved under Global 2000 Production Test
Plots. Our outlook for non-rice cereal producers is generally
positive because of the strength of consumer preference for local
varieties, the potential for achieving and exceeding self
sufficiency with ,improved packages and techniques, and the
probability of eff~cient alternative uses (i.e., maize for
livestock feed) •

Sections III-V take a close look at the formal financial sector.
The general conclusion is that the formal sector is in dire need
of restructuring, recapitalization, asset revaluation, retraining
and overall reorientation. This process has begun, but will take
substantial commitment and years to complete. Section III
describes the role of the Bank of Ghana in monitoring, supervising
and examining the banks, and addresses areas in which the BOG
needs to improve its performance to perform its role efficiently •
Section IV assesses th~performance 01 the banks and attempts to
point out the reasons why levels of formal financial
intermediation remain low in Ghana compared to world standards as
well as many African states. We believe our approach has broken
down trends in a statistical manner that has not been done before,
and if so constitutes a contribution to the collective worlf. being
done by numerous groups and officials on t~e formal s~ctor:
Section V uses the same methodology in looking at the Rural Banks.
We believe, once again, that our approach makes a net contribution
to numerous groups' assessments 01 the Rural Banks. This is
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particularly important as the Rural Banks are likely to fill some
of the vacuum in rural areas that may be created if primary and
secondary banks reduce their commitment to rural finance. Once
again, we did not have access to the diagnostic studies performed
on the key primary and secondary banks, so there is certainly
margin for error. How~ver, we believe our analyses and
conclusions are sound, and have sought confirmation from various
sources to claim this.

Section VI begins our discussion 01 the non-iormal sector. In
this section, we look at the problems 01 the Coo~erative movement
in Ghana, and 1ind parallel~ between what is needed to revitalize
the Cooperative movement with what is required to establish a
stable and e11icient banking system. Reorientation along business
principles, (re}training 1rom the most decentralized units to the
Department 01 Cooperatives, and care1ul monitoring to avoid
misappropriation 01 1unds are essential to rebuilding the
Cooperative movement. While the Cooperative movement is currently
weak, Technoserve believes cooperatives can be restructured to
play a key role in the distribution 01 inputs and credit,
construction 01 storage and 1acilitation 01 marketing at 1avorable
producer prices. As the Cooperative movement has succeeded in
many other countries, we 1ind no reason to rule out success in
Ghana.

Section VII takes a look at the credit union movement ih Ghana. As
with the cooperatives, Technoserve believes the credit unions
o11er a potentially e11ective vehicle in an integrated package 01
credit and services to small-scale 1armers. Whether they are
associated with a cooperative, or simply based on a common bond
separate 1rom cooperative 1ormation, credit unions represent an
important potential link to the 10rmal 1inancial sector on a
decent~alized, comm~nity-based level. The credit union movement
needs improved training, logi!:.tical support and services at the
local level, but Technoserve believes that there is a reasonably
strong chance that the credit union movement can become a
prominent 1eature in rural 1inance. Technoserve also believes its
analysis 01 the data represents a slightly closer look at the
consolidated credit union movement and apex organization than has
been per10rmed to date.

Section VIII is descriptive and discusses the traditional "susu"
(savings groups) and moneylender in rural and urban areas as they
apply. These two institutions are prominent in 1inancial
intermediation in Ghana, and will continue to playa role due to
their proximity and low transactions costs. The importance 01
this section has to do with ways in which the 10rmal sector can
learn 1rom and accommodate them, as well as why it 'is bene1icial
10r the small-scale 1armer to organize into groups (i.e.,
cooperatives, credit unions) to avoid dependenc~ on 1inancing 1rom
moneylenders that o1ten eliminates any surplus production and
keeps the small-scale 1armer at !:.ubsistence levels.
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Section IX takes a look at the non-governmental organizations that
have long worked in Ghana, their contributions to development, and
the roles they may play in input and credit schemes to small-scale
farmers. Technoserve believes they can play an important role in
technical assistance, management and training. The two best
examples of success Technoserve has found have been Catholic
Church involvement for over 30 years in the credit union movement
in the Upper West Region, and Global 2000's vastly improved maize
and sorghum yields based on improved packages since 1986.

Sections X and XI are the conclusion and recommendations of our
study. The conclusion sums up the constraints and judges trends
under the ERP that are likely to improve on these constraints. The
recommendations in Section XI constitute an attempt to put a
package together, by identifying key institutions to facilitate
rural development. These should be viewed as component parts of a
program that could be developed over time to stabilize the role of
the small-scale farmer within the context of a more dynamic,
market-oriented economy.

xiv
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EXECUT[VE SUMMARY

The following constitute some of the central findings of the
Technoserve Rural Finance Study. While these are not
all-inclusive, the following points represent what Technoserve
considers to be most relevant in terms of the current
macroeconomic and formal financial sector restructuring, and how
they are likely to impact the small-scale farmer. Recommendations
are also summarized at the end.

Macroeconomic policy under the Economic Recovery Program
will promote eiiiciency and improve resource allocation on a
long-term basis, reducing Government "crowding out" oi
private sector investment and making Ghana more competitive
in local and international markets. In terms oi the
small-scale iarmer, some oi these changes are likely to have
an uniavourable short-term impact (i.e., phasing out oi
subsidies that will increase iertilizer costs), although
there will be beneiits as well (i.e., increased iertilizer
supply, higher yields). longer term, however, small-scale
iarmers should beneiit irom a more competitive economy that
produces goods and services more eiiiciently.

Past Government policies iavouring urban-based industrial
programs, combined with waste, poorly managed'parastatals
and misappropriated iunds, have done much to erode the
national inirastructure. low producer prices iavouring
urban consumers have created disincentives to increase
agricultural production, and encouraged cross-border
smuggling where CFA compensation is higher. Focus on urban
compared to .rural inirastructure has also encouraged labour
migration ilows.,.irom the rural to the urban areas, reducing
the quality and' supply oi iarm labour \.'Ihile increasing
average age and costs. Current Government priorities are
attempting to address these problems, but it will take a
considerable period oi time ior Ghana's agricultural sector
to approach its potential. This will mean limited
improvement in the small-scale iarmer's standard oi living
in the coming years.

The iormal iinancial sector needs to be restructured,
recapitalized, retrained and reoriented to emphasize real
cash proiitability and eiiicient management at all levels oi
each institution. Such changes need to be accompanied by
stricter and more capable monitoring by the Bank oi Ghana,
including iar more detailed and irequent accounts irom the
banks and a strengthening oi accounting institutions in the
country. The introduction oi capital markets to provide
outlets ior bank iunds and to subject company management to
pUblic iniormation will also promote market eiiiciency. An
expanded role ior the Consolidated Discount House will
likewise provide more options ior banks in meeting their
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liquidity needs and managing their liquid assets. The banks
need to commit themselves to far higher productivity and
service standards that will radically transform their
operating performance. In the rural areas, it is likely
that banks will limit their deposit mobilization and credit
exposure until such activities are profitable. This will
further reduce the already limited contacts small-scale
farmers have with formal financial sector institutions,
making it imperative to develop and strengthen alternative
credit and non-credit programs at local levels. If the Bank
of Ghana forces the banks to allocate a minimum quantity or
percentage of resources to the agricultural sector for
socio-political reasons,· this will make bank resource
allocation less efficient without noticeably improving the
lot of the small-scale farmer.

The Rural Banks, while small compared to the primary and
secondary banks, have demonstrated a consistent ability to
mobilize deposits and, in some cases where local economies
are strong, compete with their primary and secondary
counterparts. However, in areas where the local economy is
not strong, the Rural Banks are often deviating from their
stated objectives of promoting agricultural development and
cottage industries in their unit areas, instead promoting
activities geared to trade with the urban areas which do not
generate funds for reinvestment in rural areas. Rural Banks
need to have greater flexibility in investing funds instead
of simply recycling local deposits into bad credits to stay
~Jithin their stated mission. Thus, Rural Banks need to have
access to a wider range of financial instruments to boost
profitability and local development simultaneously. The
Rural Banks need to be creative in the financing of
well-managed,-profitable enterprises that would be useful in
promoting locai.·development (i.e., input and marketing
companies). Management and training levels will need to be
improved to foster greater efficiency at each unit. The
degree to which the Rural Banks address these issues will
determine the degree to which they impact the small-scale
farmer.

The Cooperative movement has not succeeded in Ghana due to
past misappropriation of funds by Exeiutive members and
Department of Cooperatives personnel, and an aversion to
managing cooperatives in a manner consistent with business
principles. The cooperative movement can be an effective
tool in promoting rural development, and particularly in
delivering credit and non-credit benefits to the small-scale
farmer. To do so, however, the entire movement needs to be
reoriented and strengthened, emphasizing profitability, a
limited regulatory, educational and monitoring role by the
Department of Cooperatives, and increased involvement and
participation from non-governmental organizations to improve
management skills.
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Credit unions have suffered from lack of training and
management skills in most parts of the country.
Nevertheless, the movement has functioned for 20 years, and
an infrastructure e~ists on which to e~pand in rural areas
at a time when many banks are likely to withdraw from rural
areas. Given the localized nature of credit unions, these
can serve as valuable institutions in promoting small-scale
farmer productivity, income, savings and investment.

Traditional financial institutions, i.e., moneylenders and
susu, are likely to continue playing an important role in
financial matters due to their accessibility, convenience
and low transactions costs. In the case of susu, this is
viewed as a positive development, although on a longer-term
basis people subscribing to susu should be enabled to
receive interest on their savings rather than receiving
nominal declines. Moneylenders, while providing a service
in the absence of alternatives, hold their small-scale
farmer clientele in a cycle of financial dependence,
preventing them from generating surplus production and cash.
Combined with very limited access to formal financial sector
credit, the small-scale farmer will have to develop
alternatives if he is to rise above subsistence.

Non-governmental organizations are diverse in their goals,
orientation and experiences. Some have assisted in rural
development by contributing to infrastructure development,
cooperative and credit union management and training, health
care, famine relief, and a range of other assistance
activities. Some have been successful with input supply and
credit packages that have dramatically boosted output, most
notably Global 2000. As indep~ndent organizations, these
groups have a-w~alth of experience and resources on which to
draw for rural development.

From the basic observations of our study, Technoserve proposes the
following as components in a model to be developed for the
promotion of small-scale farmer productivity, income, savings and
investment. These recommendations are predicated on improved
technical packages, alternati~e credit programs, expansion and
improvement of storage capacity, and a far greater sense of
interplay between institutions at local, district, regional and
national levels:

Strengthening of public sector research stations focussing
on localized research needs and committed to sharing their
findings with input supply companies~ the Ministry of
Agriculture (which should oversee research functions~ rather
than the Ministry of Industry, Science and Technology, and
playa key role in identifying and directing research
stations into areas that need to be explored and developed),
financial institutions~ cooperatives and any other groups
related to agricultural development.
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Privatization of input production and supply companies to
promote the propagation and incredsed availability of
appropriate seeds, fertilizers and other inputs as needed,
and far more efficient distribution networks with profit
incentives.

Improvements in the number~ quality and mobility of MOA
extension officers~ with performance-based compensation and
increased exposure to research findings and training.

Strengthening of the cooperative movement along business
principles to promote efficiently managed~ profitable
enterprises that stimulate rural development.

Commitment to strengthening credit unions as community-based
financial institutions~ especially in rural areas where
formal sector services are limited or non-existent.

Emphasis on expanding the Rural Banks simultaneous with a
greater commitment to improving management and training
levels so that Rural Banks can serve as financial
intermediaries vital to local development.

Greater involvement of NGO's in rural development from an
institutional and con®unity-based perspective with a
long-term objective of developing enterp~ises and
transferring skill.s such that these enterprises may become
completely autonomous.

Change in the focus of the Agricultural Development Bank
from lender to all farmers to a "",holesale" distributor of
credit and advisory services~ promoting more decentralized
efforts at ···rural development in partnershi p l"li th
organizations rooted at the local levels and responsible for
monitoring.

Technoserve believes that if all of these components are grouped
together in a coordinated manner~ community-based initiatives
assisted by the necessary managerial and technical assistance so
many of these institutions are capable of providing will serve as
a model for rural development. Such an approach will take years
to achieve~ and for the moment Technoserve believes it is more
constructive to concentrate small-scale farmer efforts on building
smalI~ community-based models that emphasize self-reliance \~.e.~

cooperatives~ Production Test Plots)~ while institutions at more
centralized levels (i.e.~ Ministry ofAgriculture~ research
stations) focus on improving resources~ the quality and quantity
of work~ and direct application at the farm level. Nevertheless~

over time~ it is felt that an integrated approach will improve the
prospects for small-scale farmers rising above "!:.ubsistence level!:.~

and that this will make a strong contribution to future national
economic development •

;«viii
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I. OVERVIEW OF THE MACROECONOMIC ENVIRONMENT

A. Introduction: Ghana is well-endowed with natural and human
resources~ with 13.5 million people, 10 million hectares of
cultivable land~ and tropical climate suitable for growing a broad
range of agricultural crops. ,Ghana also possesses considerable
forestry, fishing~ and mineral resources, substantial hydroelectric
power, rail lines and two major ports. Annex 1-1 and 1-1A highlight
economic activity from 1980-1987.

The economy is based primarily on the small-scale production of
cocoa and staple foods~ but agricultural productivity is low because
of low producer prices, inadequate support services, a rundown
infrastructure, erratic input supplies and lack of access to
affordable credit. Once the world's largest producer of cocoa,
Ghana now ranks third behind the Ivory Coast and Brazil. The
country is still heavily dependent on cocoa, which accounts for
about 60% of the country's export earnings, generates 25% of
Government tax revenue, and employs 24% of the total labour force.
The Government is promoting non-cocoa exports, but for the near term
cocoa and subsistence will remain the central features of Ghana's
agricultural production.

In addition to cocoa, Ghana is relying on gold and timber to boost
export earnings. Gold production was 319 ounces in 1987, up 9.11.
compared to 1986. Such production generated $139.8 million in
export earnings and $24 million in post-tax profits and will play a
key role in future development. The Government is issuing new
prospecting licenses with the intention of producing 2.7 million
ounces by 1992. Ghana . enjoys a comparative advantage in gold
production, with average costs of US$120 per ounce while world
marJ(et.prices are currently around US$400/ ounce. With such a large
margin, the Government will be lool(ing to increased gold production
to boost the economy.

Timber exports, mainly in the form of logs, also played a central
role in export earnings in 1987, generating a net US$90 million.
Export volume increased 69.4% in 1987 to nearly 494,000 cubic
meters. Due to environmental concerns about deforestation~ the
Government will liJ(ely reverse its emphasis on log exports and
promote processed wood products while attempting to conserve
hardwoods.

Food production will be central to efforts to meet local needs at
minimal foreign exchange cost, while cocoa, gold and processed wood
exports will be priority exports. This st~ategy highlights the
importance of agriculture and rural development in the overall
economic recovery, and puts the savings and credit needs of
small-scale farmers into perspective.
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B. A Brief Economic Review (1970-82): After a period of relative
prosperity in the 1960's~ Ghana experienced a protracted economic
decline in the 1970's and early 1980's. The economic decline was
marked by shrinking output~ high and accelerating inflation and
growing external ·imbalances. With an annual population growth rate
of 3'l. and high inflation rates~ real per capita income declined by
almost half from the 1970's to 1983. The productive base of the
economy deteriorated rapidly as a result of the emigration of
skilled labour to neighbouring countries, lacl( of private capital
formation and erosion of the national infrastructure. As a result~

production~ exports~ savings and investment declined while
consumption of imports and retailing activities increased and the
underground economy flourished.

The economic decline was fueled by Government policies favouring
rapid industrialization by State-Owned Enterprises (SOE's) at the
expense of an agricultural sector that traditionally had been
Ghana's most important foreign exchange earner. In addition~ the
industrialization policy attached great importance to self-reliance
by establishing import-substituting industries under highly
protective trade and non-trade barriers. The Government incurred
large budget deficits which were primarily financed by the ban'<ing
system~ thereby diverting investment away from the private sector.

Government monetary and economic policy fueled domestic demand under
conditions of declining domestic supply~ leading to growing balance
of payment deficits and accelerating· inflation. Successive
governments tried to address the macroeconomic imbalances with
controls on distribution and prices: inflation was countered by
price controls; balance of payment deficits were countered by import
controls; and scarcities of goods were countered by distribution
controls. These policies led to the development of a thriving
parallel market fdr.~oth goods and money~ while the fundamental
problems of low productivity~ savings and investment continued to
plague national development efforts.

External factors also played a part in the nation's economic
decline. The two oil price shoc'<s of 1973 and 1979~ sharp rises in
world interest rates and the collapse of primary commodity prices in
the early 1980's all had adverse effects on the economy of Ghana.
While the world price of cocoa was buoyant in the second half of the
1970's~ the benefits of higher cocoa prices were not passed on to
the farmer, but retained by the cocoa board and the Government.
Thus~ the declining real cocoa producer price prevented an expansion
of cocoa production and diverted exports through parallel market
channels.

c. Economic Recovery Proaramme (1983-1987): To arrest the
economic decline~ the Government in 1983 launched an Economic
Recovery Programme (ERP) ~ supported by both the l>Jorld Banl< and the
lMF~ to lay the foundation for an increasingly productive and
efficient econo~y. The lMF supported the ERP under three successive
stand-by arrangements totalling $655.6 million~ while the World Bank
bac'<ed the program with two reconstruction import credits amounting
to $127 mi 11 ion. The pol icy pac '<age sought ~ among other things ~ to:

-2-



realign interest rates;

restore fiscal and monetary discipline;

arrest the runaway rate of inflation;

reform prices and restore production incentives;

socialandeconomiccountry'stherehabilitate
infrastructure;

establish proper priorities for the allocation of
scarce foreign exchange resources.

encourage private savings and investment; and

reduce the cumulative budget deficit;

i)

ii)

iii)

iv)

. v)
~-

vi)

vii)

viii)

To improve the allocation of resources and external payments
position~ the ERP placed particular emphasis on a progressive
movement toward a realistic and flexible exchange rate. The exchange
rate was adjusted periodically~ which made it possible to improve
price incentives ~n the economy. Increases in the producer price
for cocoa more than doubled the real purchasing power of cocoa
farmers from 1983-1987~ rising from C20~OOO per 'ton in 1983 to
C140~OOO per ton in 1987. In addition~ other administered prices
(i.e.~ fuel and cement) increased markedly~ the number of goods
subject to statutory price controls were substantially reduced~

distribution controls were removed~ and interest rates increased
sharply in an effort to achieve positive real levels for both·
depositors and 1in~ncial institutions.

' ....
During the 1983-1987 'period~ there was an appreciable easing 01 the
supply situation as increased 100d crops~ spare parts and consumer
items began to 1low into the marketplace. Exports of cocoa
increased 1rom 158~000 tons in 1983 to 225~000 tons in 1987. With
the expansion 01 agricultural~ mining and manu1acturing output~ real
GDP grew on average by 5.0% during the period. In addition~ there
was a rapid deceleration 01 in1Iation (as measured by the national
consumer price index) 1rom 123% in 1983 to 40% in 1987 (see Annex
1-2).

With the exhaustion 01 external 1unds supporting the ERP at the end
01 1986~ the ERP entered a second phase with the World Banl('s $130
million Structural Adjustment Program (SAP) 10r 1987-1989~ and the
IMF's $245.4 million Extended Fund Facility (EFF) 10r 1987-1990 as
components. The SAP is designed to improve incentives~ strengthen
the capability 01 ministries at policy 1ormulation~ and implement
and monitor programmes so as to remove constraints that still impair
the e11iciency and growth 01 some segments 01 the economy. The EFF~

meanwhile~ has set annual macroeconomic per10rmance targets (i.e.~

growth rates in real GDP~ domestic inilation~ the rate 01 velocity
and growth 01 br~ad money). The main instruments and policies~f
SAP are: trade and exchange rate policy re1orm~ cocoa sector policy,

-3-



public expenditure policy, State enterprise reform, public sector
management and social sector issues.

i) Trade and Exchange Rate Policy Reform: In pursuit of a
flexible e~change rate policy, the official value of the cedi
in relation to the major currencies is determined at a weelcly
auction introduced in September 1986. At the beginning of the
auction, crude oil, cocoa receipts and pharmaceuticals were
still valued at a fixed rate of C90 to the U.S. dollar (window
1). As of February 1987, the two windows for foreign exchange
were unified, and all official foreign exchange transactions
have since been converted at a single rate determined at the
auction. In addition, about 50% (in value terms) of goods
being imported under the Special Import Licence (SlL) scheme
were moved onto the HA H list of goods eligible for funding
through the auction for foreign exchange. Increasing
eligibility has facilitated the flow of goods into Ghana,
alleviating some of the supply constraints (i.e., spare parts)
that negatively affected industrial and agricultural growth.

While progressively widening access to the auction, the
Government has taken steps to increase the flow of resources
to the auction. Thus, the foreign exchange retention ratio of
log ~xporters was reduced from 20% to 5%, while the Ashanti
Goldfield Corporation (which owns the largest gold mine in the
world) has started paying dividends to the Government in
foreign exchange out of the corporation's retention account.
Cocoa exports under bilateral arrangements have been reduced
significantly, so that cocoa can be sold for hard currency
that is used to supply the auction •

.~

The cedi depreciated from its pre-auction level of
an average'-01 C163/$1 in 1987. At mid-1988,
01ficially valued-at C190/$1, although the recent
bureaux de change have priced transactions
C250-C260 to the US$l.

C90/$1 to
the cedi \>las
opening 01
at between

"

: .!
.. j

..
"

.'

ii) Cocoa Sector Policy: The key steps to strengthen the cocoa
sector are further real increases in returns to farmers. the
reduction 01 procurement and marketing costs of cocoa by
streamlining cocoa board operations, and the formulation 01 a
corporate development strategy to address constraints on
output arising from the need for improved extension services,
adaptive research, disease control, essential inputs and
credit. It has been Government policy under the ERP to pass
on to the producer the full effect of exchange rate movements
01 the cedi •

..~
, 1

'-'

iii) Public E~Denditure Policy: There has long been the need to
increase public expenditure to promote 'economic development
and production capacity without stimulating inflation. ,A
rolling three-year Public Investment Program 1986-1988 (PIP)
has been designed to ensure that its composition is consistent
with the growth targets and other objectives 01 the SAP to
support Icey ~.ectoral programs.

-4-
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state ownership. A stranger to the village can obtain
grant~ licence or contract.

land by

The major forms of tenancy are the Abusa and the Abunu. Neither
have written agreements~ and payments are made to the landlord in
the form of a share of the produce. Under the Abusa system~ this
share is usually 67% in favour of the lessee~ whereas under the
Abunu~ produce is shared equally. The existing tenurial arrangements
are flexible and practical~ and individuals· can usually acquire
usufruct on agricultural lands available with their respective
communities.

In some southern reqions of Ghana~ particularly in the cocoa areas~

land can be held by individuals~ clans or families under freehold or
leasehold terms by purchase from the original owner. In the Northern
and Upper Regions of Ghana~ nearly all land is held under
traditional methods of communal ownership. A 1985 FAD-sponsored
seminar <*) in Accra on land tenure agrarian systems and rural
development revealed that:

i) the traditional system of land tenure did not prevent
individuals from acquiring land;

ii) individuals were constrained by physical conditions (i.e •• the
area of land cultivable by hoe and cutlass methods) rather
than by the system of land tenure; and

, " iii) land tenure was not considered a constraint to credit~ since
both the formal and informal rural credit systems circumvented
the possibility of tenurial problems by lending to
small-holder farmers on a group basis.

'",,;

The seminar also pointed out the main weaknesses in the existing
arrangements inherent in the Abunu and Abusa tenancies as:

ii) restriction of tenants to specific crops.

The seminar therefore recommended replacing share-cropping tenancies
by cash tenancies; and enacting rent stabilization legisla~ion.

H. Extension Services: Agricultural extension is conducted on a
specialized basis as every department in the MDA (crop services~

livestock and fisheries) maintains its own staff for extension
activities. There are an estimated 2,500 extension officers
employed by the MDA. The current MOA estimate of extension staff to
farmer is about 1:5000, while the international standard is about
1:500.

:i
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i ) lack of clarification of the rights of parties which lead to
disputes; and

~~ <') Report on FAO-Sponsored Seminar on Land Tenure and Agrarian
;~ Systems & Rural Development. Accra. June 1985.

.
':" PAGES 5-30 o.re m,ss\n~ -31-



Several other agencies also undertake extension work. They include
the Grain Development Board (GDB), the Ghana Cotton Company (GCC),
the Bast Fiber Development Board (BFDB), the Cocoa Board (Cocobod)~

Pioneer Tobac~o Company (PTC), International Tobacco Ghana Ltd.
(ITC) and the Ghana Irrigation Development Authority (GIDA).

Some develop~ent projects operating semi-autonomously under the MOA
provide extension services. These include the Volta Region
Agricultural Development Project and the Ghanaian-German
Agricultural Development Project.

The organization of extension work streams from the MOA's central
offices to regional, district and sub-district levels. Central and
regional levels are involved mainly in planning and monitoring~

while the actual implementation of policies rests with the districts
and sub-districts.

Extension work responsibilities include:

i) establishing field demonstration plots of
practices to farmers;

improved farming

,-
ii) managing, procuring and distributing inputs (improved seeds

and seedlings~ farm tools and equipment, fertilizers and
other chemicals);

":',

iii)

iv)

v)

organizing Nnoboa (group) farms for joint activities under
mechanization and co-operative associations for group credit
from financial institutions;

collecting rainfall records and crop prices; and

undertaking market surveys.

. ",

:. ,.
~ ;

~. ;
1. 0

'

!:'.

With regard to tractor hire and overall mechanization services, the
Government wants to encourage groups to own tractors themselves. The
tractors, however, would be serviced by the Government. Schemes of
this nature have started in the Afram Plains (Eastern Region) and
Atebubu (Brong-Ahafo Region) with assistance from the FAO and the
Italian government.

Morale and motivation of extension staff have generally been low due
to low salaries, inadequate transportation, absence of extension
materials, little or no in-service training and relevant technical
literature, and insufficient linl,ages with research stations around
the country. The World Bank (*) revealed that the results of
research during the last 10 to 15 years in Ghana are largely unknown
because of the financial constraints hindering research institutions
from publishing their findings. To ensure the required
co-ordination of agricultural research and extension, the
Agricultural Research, Development and Advisory Committee of the MOA

~J (*) World Bank, Report No. 6645: April 1987

i"~
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has been set up to bring together research institutes~ the MOA and
development agencies.

Most extension workers are graduates and ~ertificate holders from
the country's universities and five agricultural colleges. There is
limited post-graduation in-service training for staff due to
financial constraints. Workshops and seminars for extension staff~

which were frequent in the 1970's~ are now infrequent. These and
other deficiencies are due to low budgetary allocations for
extension ~...orlf,.

Also~ extension services have been organised according to
departments (home economics~ fisheries~ livestock~ crops)~ creating
cost-ineffectiveness and duplication of work. The Government is
trying to address this issue by setting up a new separate department
for Extension Services in the MOA to manage and co-ordinate all
extension activities. Until these and other changes are made~

morale will likely remain low.

I. Agricultural Pricing and Marketina: In Ghana~ the marketing
of agricultural produce is characterised by a combination of price
selling~ price floors and free market trade. Major export crops
such as cocoa~ coffee and sheanut receive fixed producer prices.
Minimum guaranteed prices are applied to major food items like maize
and rice by the GFDC and other state warketing agencies. These only
affect up to 10% of maize production and 50% of rice production~

with the rest determined by market forces. Prices are fixed by
monopolies or cartels for industrial crops like tobacco~ palm oil
and cotton. Other food items such as cassava~ yams~ peppers~

tomatoes and plantains are freely traded in the open market. These
different pricing policies have a direct impact on production
levels~ marketing decisioris and infrastructure investment~ and will
continue to play a key role in national development as they are
increasingly liberalized.

..
:. '
: ~

~ '.

i) Domestic Production, Consumption and Exports of Agricultural
Commodities: It is estimated that for major food items such
as maize and rice~ not more than 20% of annual output is
grown for home consumption by peasants~ leaving about 80% of
the produce for the remainder of the domestic market. While
Production for cocoa, cotton, tobacco and rubber showed a
downward trend from th~ 1970's io 1983~ and beg~n rising
from 1984. The production of cocoa declined from an average
of 400~OOO m.t. in the early 1970's to 159~000 mt. in
1983/84. Cotton production~ which grew steadily in the
early 1970's to 11~363 mt. by 1977~ fell to 502 mt. by 1983.
Tobacco production~ whir.h had also grown steadily to an
average of 2750 mt. by the mid-1970's~ started falling from
1976 and was only 500 mt. in 1983. Annex 11-12 highlights
production trends for rice~ maize~ cocoa~ cotton and tobac~o

from 1970-1987. Though data on other commodities (i.e.,
rubber~ sorghum) are not readily available~ there are strong
indications that production has increased since 1983~

reflecting more favorable weather and improved Government
policies.

"';'33-



. I
;

. ,

. ",

.":

I' ••

; .j

ii) Pricing Trends: E~cept for data relating to producer prices
of cocoa~ cotton and tobacco which are officially regulated~

data "from the MOA regarding prices and production of
agricultural commodities are of doubtful reliability (*).
Nevertheless~ we have ta~en the MOA's national av~rage

wholesale prices and deflated them by both the rural
consumer price index (CPl) and rural non-food CPI in order
to have an idea of real price trends and incentives to
producers. The rural non-food CPI has been used as another
deflator to measure the changes in real purchasing power of
farmers~ at least for major staples~ since most farmers
usually cover their subsistence needs for major staples from
their own production and ~ill mostly buy non-food items with
their cash incomes.

With some year to year fluctuations~ the wholesale prices of
almost all agricultural commodities have risen in real terms
since 1970. There are~ however~ exceptions for cocoa~cotton

and tobacco. Deflated by the rural CPl~ the real prices of
cocoa~ cotton and tobacco in 1983 were only 39'l.~ 34% and 561.
of 1970 prices~ respectively. The World. Ban~ further
indicates that the nominal cocoa producer price per ton of
C30~OOO for 1984/85 was about 251. of the world market 'price
at the official exchange rate (C53 = US$1)~ 191. at the
shadow exchange rate (C70 = US$1)~ and only 111. at the black
market rate (C120 = US$l) (tt). In comparison~ the cocoa
producer prices in neighbouring Cote d'lvoire and Togo were
about 3.3 and 2.5 times the producer price in Ghana at the
black market exchange rates in 1984/85. Wholesale prices in
Ghana from 1970-1983 for a basket of commodities is shown in
Anne';'c 1I-13A •

Annex 11-13B illustrates real producer prices for cocoa~

maize and rice in Ghana from 1984-1987. Employing the same
analytical technique~ the producer prices for cocoa~ maize
and rice have been converted to real prices for the period
1984-1987. Results of the conversion indicate that in real
terms the producer prices of cocoa. maize and rice have
increased~ though marginally for maize and rice over the
period. The increases in real producer prices have
contributed to the increases in production of cocoa~ maize
and rice since the ERP was launched. But in comparison with
1970 prices~ the real prices of cocoa, maize and rice in
1987/88 were only 14.11.~ 1.41. and 2.01., respectively. As
such, while production trends have been favorable since

. 1984, real producer prices are still low compared to those
in the 1970's.

"1 .~

<1;) l>Jor I d Ban If" Repc1r t No. 5366-GH ~

(Ghana Agricultural Sector Review)

<**) World Bank~ Functions of the GFDC
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iii) Pricing 01 Agricultural Commodities: Since the launching 01
the ERP in 1983~ the Government has to some extent
liberalized price setting 10r agricultural produce.
However~ producer prices 01 the main export crops~ including
cocoa~ are set by the Government. Due to its position as the
main source 01 10reign exchange~ cocoa pricing will remain
in the hands 01 Government during the period 1988-1993. The
Govet-nment intends to increase annually the nominal producet
price 01 cocoa to an indicative target 01 55% 01 the world
marlcet price by 1990. The 1986/87 price was about 37.2% 01
the export price (see Annex 11-138). It is likely that
complications will arise i1 the world market price remains
low~ however. A decline in world market prices o11sets the
Government's e110rts to increase the producer price. 11 the
indicative target is raised above 55% to compensate the
1armer to promote added production~ the Government
sacri1ices revenues needed 10r other development programs.
11 the producer price remains low~ it discourages cocoa
production~ thereby reducing critical 10reign exchange
earnings.

For industrial crops like cotton~ tobacco and palm oil~

monopolies or cartels purchase the outputs and~ there1ore~

prices are set by the Government in close consultation with
the main buyers. The key pricing parameter is costs oi
production~ while comparison with border prices is done to
ensure that 1armers are o11ered remunerative prices based on
expected border prices and competitiveness with other crops.
However~ due to the paucity 01 data on the production and
export/world market prices 01 these crops, it has not been
possible to estimate aggregate subsidies by the Government
to 1armers~ or export taxes paid by 1armers to the
Government. Lilcel.. ise, it is di11icult to ascertain
production trends 10r these crops in recent years.

As regards the main 100d items, guaranteed minimum prices
are set by a Food Prices Review Committee 01 the Ministry 01
Agriculture. The major objective 01 the minimum guaranteed
pricing system is to ensure that producers 01 maize and rice
do not go bankrupt in years 01 surpluses. The prices set
cover the 1armer's costs 01 production, and have a pro1it
margin built in. The problem~ however~ has been during
periods 01 glut or harvest~ when the market price 1alls
below the GFDC price. As the GFDC has o1ten been unable to
purchase large quantities 01 cereals due to limited storage
or liquidity, it has not been entirely e11ective in
achieving its objectives.

About 90% 01 the maize and up to 50% 01 the rice marketed in
Ghana is traded privately, while the Ghana Food Distribution
Corporation (GFDC) and other parastatals tal(e the remaining
10% and 50%, respectively. The GFDC either acts as a
wholesaler by selling in bulk to retailers in kiOSkS, or
retailer by selling directly to the general public and



institutions such as secondary schools, the Army and Prisons
Service.

The GFDC was set up to perform the following key functions:

a. to provide a ready market for all staple farm produce
(rice, maize, cocoyam, plantain, cassava, vegetables,
edible oil, etc.) from farmers who cannot obtain a
ready market for their farm produce elsewhere;

b. to develop adequate storage and preservation
facilities, (i.e., cold stores, silos, warehouses,
barns) and other scientific means of preserving the
perishable and seasonal food items produced by
farmers in excess of their immediate demand;

c. to stabilize prices by purchasing excess food items
during the bumper period for storage and release
during the lean period; and

d. to ensure equitable distribution by carting food
items from areas where ther~ are surpluses to deficit
areas.

In normal years of production or years of shortages, farmers
are able to obtain relatively good prices for their produce,
and, therefore, do not finn it necessary to sell to the GFDC
and other parastatals at the guaranteed minimum prices.

; However, during years of bumper harvests, the minimum
guaranteed prices become relevant and beneficial to the
farmer as they serve as the selling prices of last resort.

The main parameters used in -setting minimum guaranteed
prices are as follows:

a. costs of production, which take into account the
quantities of all inputs including fertilizers,
chemicals, labour, sacks, cutlasses, land rent, etc.;

b. costs of borro~... ing , as the farmer is assumed to
borrow up to 70% of his total cost from the banl~s for
a period of one year at the prevailing commercial
interest rate; and

..'. ,
c. contingency and manaqement expenses, each at 5%.

The above cost of producing one acre is
of the crop, weighted 60'l. in favour
small-scale farmer's yield and 40%
large-scale farmer's yield.

divided by the yield
of the traditional

in favour of the

A mathematical example of how the price is computed is
provided in Anne~t II-14A, 14B & 14C for maize and rice. The
computed minimum guaranteed prices obtained for maize and
rice at 1988 market prices are Cb,OOO for a 100 kg. bag of
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iv)

v)

maize and C9,200 for a bag of paddy rice weighing 82 kg.
However, the Ministry of Agriculture has announced that the
minimum guaranteed prices for maize and rice during the 1988
crop season are C4,800 and C5,500 respectively. The
disparities in the prices seem to suggest some protection
for urban workers since higher prices for the two staples
may encourage an upward spiral in wage rates at a time when
the Government is attempting to control labour costs and
increase the marginal production of the labor force. At the
same time, producers of maize and rice do enjoy some
prote~tion as minimum guaranteed prices announced by the
Government have tended to be higher than world market
prices. For instance, the Ghana Commercial Banl( Quarterly
Economic Review Vol.9, No.3 for July-Sept, 1986 reported
that the minimum guaranteed prices announced for maize and
paddy rice in 1986 were higher than prices of imported rice
and maize from New York or Brazil. At the mid-year official
exchange rate of C190 = $1, the minimum guaranteed prices
for maize and rice are higher than the world market prices
of maize and ,-ice by about !:::.5i: and !Wi., respectively. This
situation stems from the fact that Ghanaian farmers
generally realize lower yields; a situation which urgently
calls for productivity improvement programs such as those
being implemented by Global 2000.

If this position of minimum guaranteed prices being higher
than world market prices is tenable, than imported rice
through food grants and aid should sell more cheaply than
local rice. But such a policy would have a negative impact
on production levels, hence the policy of selling imported
rice at prices above locally produced rice, and the margin
theoretically utilized for agricultural development.

Announcement of Producer Prices: The announcement of
producer prices for export crops is either made during the
presentation of the Government budget for the fiscal year or
well before the main crop season, while minimum guaranteed
prices for maize and rice are announced at the time of
harvesting due to uncertainties concerning possible market
manipulation. Minimum guaranteed prices for 1988 were
announced in May, and effective 1st August, 1988 during the
peak harvesting period for maize. Whereas the announcement
for producer prices of export crops may serve as an
incentive for farmers to boost their output through regular
farm maintenance, food crop farmers rationally decide on
acreage levels for the present time on the basis of previous
year p~ice levels.

Marketing of Food Surpluses: Food surpluses, particularly
of maize and rice, are to be marketed through the GFDC which
is responsible for establishing and maintaining buffer
stocks for food security purposes~ Towards this end, the
GFDC has developed a buffer stock programme, and is
receiving donor assistance to construct 50,000 metric tonnes
of storage facilities .
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At a consumption rate oi 40.3 kg/capita/year in 1990 as
projected by the FAO~ the above tonnage oi maize will be
su1iicient to ieed about 1.25 million peop~e in a year.
Howev~r~ to be able to purchase the 50~OOO mt oi maize at
the computed minimum guaranteed price~ the GFDC will require
at least C2.85 billion which may be beyond the iinancial
capacity oi the consortium oi banks iinancing the GFDC at
the moment. In addition to the iinancing problem~

inadequate drying capacity~ insuiiicient transport ileets
and a shortage oi trained management may limit maize
purchases by the GFDC in years oi bumper harvests.

In short~ the World Bank and other multilateral institutions
such as lFAD claim that the GFDC is unlikely to receive
adequate iunds and logistical support to intervene
~iiectively in the market. At the moment its share oi the
marlr.et is not more than 10% oi the marl(eted surpl us and ~ as
such~ its impact has been insigniiicant in both producer and
consumer price stabilization. Thereiore~ the role oi the
GFDC as a purchaser oi last resort needs be reviewed in
iavour oi policies which provide adequate credit iacilities
and input supplies in an eiiicient manner to small-holder
iarmers as well as iacilities ior on-iarm storage. This
will strengthen the capacity oi the small-holder iarmers to
anticipate and adjust to market iorces with a view to
stabilizing their incomes.

J. lnput Distribution System: It is generally believed that
improv~ments in the productivity oi the small-scale iarmer depend to
a large extent on the availability oi technical packages which are
proiitable to him. The adoption oi these improved technologies
calls ior the availability oi improved seeds, iertilizers~

pesticides~ etc.~ in the right quantities~ at the right time and at
aiiordable prices. Though complete input packages have been
developed ior cereals and legumes production in the country by
various research institutes, the universities and the Grains
Development Board, the supply oi improved inputs~ seeds~ and
iertilizer in particular, has been inadequate and irregular. The
eiiorts oi Global 2000 to provide integrated and improved input
packages in a timely manner has been noteworthy in dramatically
increasing maize and sorghum yields. Replication oi their eiiorts
could do much to al leviate input supply bottlenedr.s that have long
had an adverse impact on iood production in Ghana •

NB: World market price ior maize applied is Sl10/mt and
the price ior rice is S248/mt.

Source: GNPA

While the Government has provided subsidies to iarmers on iertilizer
imports over the years~ the prices oi improved seeds supplied by the
Ghana Seed Company have not been commensurate with the quality oi
seed. Generally~ the subsidies on iertilizers have been in iavour
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01 large-scale farmers who are able to transport fertilizer
allocated to them. Small-scale farmers without transport or any
visible higher returns from improved seeds over their own seeds have
tEnded to use very little improved seeds.

Under the ERP, the Government has announced new measures to remove
fertilizer subsidies by 1990, while the supply and distribution of
both fertilizer and improved seeds is to be gradually privatized.
The implications of these new measures on the productivity of the
small-holder farmer will be analysed for future programmes' design
and formulation. The analysis on the input distribution system has
been restricted to fertilizer and seed supply due to inadequate
statistical data on other inputs. The distribution of other inputs
such as matchets, axes, protective clothing, sprayers, chainsaws,
etc. are handled by commercial houses likeUAC, GNTC, etc. and
private traders. On the otherhand, inputs like weedicides,
insecticides, fungicides are traded by oil companies, notably Reiss
and Co., Tema Chemicals Ltd., Danafco, Dizengoff, etc. Alongside
the commercial houses and private traders, some banks are involved
in the importation and distribution of agricultural and fishing
inputs. Prominent among these are the.Agricultural Development Bank
(ADB), National Investment BanI" (NlB);"Ghana Commercial BanI, (GCB)
and ~he Rural Banks. The inputs are brought in under. the various
lines of credit contracted at concessionary terms from international
lending institutions lil'e the African Development BanI, and the
European Development Fund/EEC. However, this phenomenon which was
very popular in the early 1980's is losing favour amongst the banks
as they are now 1acing strong competition from the commercial houses
in the ~ake of trade liberalization and higher inventory costs.
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i) Fertilizer Imports. Distribution and Pricing: The major
policy issue on input supply centres around 1ertilizer
importation and distribution. In the past, with the scarcity
of fertilizers (owing to foreign exchange shortages) and
.subsidies on fertilizers leading to a perceived need for
rationing, the Ministry of Agriculture was solely responsible
for distribution of fertilizers throughout the country while
the Ghana National Procurement Agency (GNPA) was and is
responsible for imports. Available data indicate that
imports of fertilizer for cereal production have only
satisfied about 18.1% of the aggregate demand over the years
(see Annex 11-15).

With the establishment of Government-owned farmers' services
companies (FASCOH), fertilizer distribution has been
transferred from the J10A to these companies in the Upper
East, Upper West and Volta Regions. In all other regions,
the MOA is still responsible for fertilizer distribution.
However, the distribution of fertilizer by the MOA extension
agents has been recognized as a major factor for their
non-performance. This is due to the fact that the extension
agents spend a considerable amount of time dealing with the
questions o~ anxious farmers, actual allocation hf
fertilizer, storage, sales, and accounting for stocks and
sales proceeds, leaving them little time for extension work.



Delays in importation and distribution of 1ertilizers have
also been common problems over the years. Transportation of
fertilizer has been particularly ine11icient since the MOA
ha~. little transport capacity 01 its own and the Government's
transport rates are usually not attractive to private
tran~.porters•

Other problems associated with the existing distribution
system include:

a. procurement and di~tribution based on ad-hoc measures~

b. late arrivals of fertilizer;

c. delivery mistakes relating to type and volume of
1e'rti 1 i zer;

d. inadequate storage 1acilities leading to caking of
1ertilizet-;

e. laclr. 01 distribution arrangements beb"lleen
sub-districts~ depots and villages; and

f. unreliable stoclr. records.

Against the above background~ the World Bank has recommended
strongly that the Government delink input supply 1rom the MOA
,1unctions~ concentrating on upgrading extension services~

supporting research and moving towards privatization of
fertilizer importation and distribution to improve efficiency
01 input supply operations. Several arguments have been made
to support the above recommendation:· .· ,

· :

· :.
· ;

· ,
~ .~' \

! :~

a.

b.

c.

with the recently implemented reforms in the import
licensing system and establishment of a "core" and
"peripheral" import program~ there should not be a
fertilizer shortage anymore~ since fertilizers will
obviously be in the "core" program and therefore~ will
have a full foreign exchange cover;

donor support is likely to be forthcoming for
1ertilizer imports~ with conditions that the system be
made more e11icient; and

with the expected regular adjustment in the exchange
rates and consequent adjustment of fertilizer prices
when the subsidies are finally removed~ distribution
of 1ertilizers may look attractive in terms of profit
margins for some commercial houses to trade in
fertilizer.

I" .•

The Government has accepted this recommendation and has
evolved a policy of phasing out the subsidy on fertilizer in
order to foster the establishment of a viable 1ertilizer
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marketing system by 1990. In 1987, the subsidy level stood at
42% 01 the total cost of ,importing fertilizer (comprising the
elF) and the internal distribution cost (including cost of
transportation, bank charges~ margin, etc.). The subsidy has
been reduced to 30% in 1988 and will be further reduced to
15% in 1989. The policy also aims at having no subsidy at
all on fertilizer by 1990. See Annex 1]-16 for mathematical
computations of fertilizer prices for the 1988 farming
season.

Removal Of Subsidies and its Effects on Farmers' Output: The
main effect of removing subsidies on fertilizer will be
increases in the selling prices of fertilizer by at least the
level of subsidy removed. An increese in price will curtail
demand for a normal good and vice versa. However, in the
case of fertilizer, whether or not an increase in price will
result in a reduction in demand depends on factors such as:

a.

b.

c.

d.

'e.
0'

.,

f.

the price elasticity of demand for fertilizers;

the degree of substitution of chemical and inorganic
fertilizers by organic fertilizers such as compost;

the availability of sufficient input supplies at the
appropriate time;

farmers' traditional risk-aversion and preoccupation
with weather, pest control and labor costs;

the availability of credit to the farmer to buy the
required quantity of fertilizers; and

the perceived profitability of using fertilizer for a
particular crop.

r ."':
" .

( .;
. ,.

• 0

By removing the subsidies, farmers would be required to back
their demand for fertilizer with higher financial outlays.
This will manifest itself in higher small-scale farmer demand
for credit from the banking system. It is therefore the
ability of the small-scale farmer to obtain credit, either
from the formal or non-formal sectors~ that will, to a large
extent, determine the farmer's response to the removal of
subsidies.

The marginal benefit of utilizing fertilizer despite rising
costs may best be illustrated by looking at the economics of
maize production in Ghana. Based on improved technical
packages, the yield of maize can be increased from the
traditional yield of 1000kg/hectare to 1800kg/hectare. In
the Upper West Region, where Global 2000 has been most active
to date, maize yields have increased from the traditional
four bags/acre to 10-15 bags/acre. Maize production can
therefore be a very profitable venture, with the small farmer
lilr,ely to reap a net return of about C13,344 per hectare with
increased yields already being achieved. Since the marginal
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revenue of applying fertilizer exceeds the marginal cost~

farmers will continue to reap profits, though at diminishing
retu~ns when they apply fertilizer. Besides the profit
inc~ntives, the cost of fertilizer is about 21.2% of the
total cost of production compared with that of labour which
is about 47.9%. This means that fertilizer procurement does
not constitute the critical constraint in maize production
for farmers to minimize its use if prices increase (see Annex
11-14A for details). However~ fertilizer is clearly a major
cost component~ and as increased prices are passed on to the
consumer~ this may lead to increased labor costs as well.
The above references cannot be drawn for rice production in
Ghana since the country appears to have a comparative
disadvantage for rice production.

Seed Supply System: The supply of seed has been grossly
inadequate largely due to the weakness of the Ghana Seed
Company (GSC). The Ghana' Seed Company produces foundation
seed from the breeder's seed made available mostly by the
Crop Research lnstitute~ and then issues the foundation seed
to registered private farmers to produce certified seed on a
contract basis. The cleaning~" processing and selling of
certified seed is by the GSC. The improved maize and rice
seed supplied between 1982 and 1987 by the GSC were enough to
cultivate on average about 5.3% and 10%~ respectively~ of
total maize and rice lands that were cultivated annually
within the period (see Annex 11-17).

The Ghana Seed Company: The wealf,ness of the Ghana Seed
Company (GSC) is attributed to financial and management
problems. Owing to liquidity constraints and inadequate
foreign exchange allocations~ there are problems such as
inadequate processing equipment~ drying facilities and
transport facilities for distribution of certified seed and
supervision of seed growers. These problems have been
exacerbated by the termination in 1986 of the 1979
USAID/"MIDAS" contract under which USAID provided assistance
to the Seed Company in the form of equipment, logistics~

technical assistance and training. The termination of the
USAID contract was predicated on the conclusions and
recommendations embodied in the Final Evaluation Report on
MIDAS~ presented in November~ 1985. Annex 11-18 highlights
the summary of conclusions and recommendations on the Ghana
Seed Company.

Up to 1981/82~ the GSC had operated satisfactorily, supplying
about 12.6% of the demand for seed. Due to the drought
conditions in 1982/83~ the supply of seed fell to about 7.1%
in 1983 and as low as 1.2% of 1984 demand (see Annex 11-17)
for details). Seeds brought in by various church
organizations and other NGO's in 1984~ in response to the
Government's appeal for aid in the wake of severe food
shortages during 1983~ were either distributed freely or at
prices far below the GSC. Donor seed prices depressed demand
for GSC seed and consequently served as a disincentive to the
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Gse to buy more seed from the seed growers for further
processing and sale.

Since 19SQ, pricing of seed maize has become a major problem
to the GSC. In 19SQ, the selling price of seed maize was
about three times the grain price, and farmers were unwilling
to buy seed at a price more than 50% above the market price
for well-stored maize unless they were convinced from their
own or close neighbours' experience of its superior quality
in terms of higher yields. At the moment, the selling price
of seed maize of C70/lb is about twice the selling price of
well-stored maize. Pricing of seed is done by the
Agricultural Prices Review Committee by taking into account
the production cost of seed by seed growers, overheads of the
GSC in processing and storing as well as a margin up to 7.5%
above the breakeven cost. With high overhead costs arising
out of redundant labour carried over from the Seed
Multiplication Unit of the MOA, the prices of seeds are
invariably higher than the 'parity relationship' of two times
the selling prices of food maize recommended for
implementation by the GSC.

In light of the above problems, the Government is seeking
immediate financing from donor sources for urgent
rehabilitation needs of the seed industry with a view to
embarking on implementation of the recommendations of a
diagnostic study of the GSC. The study comprises:

, .

·a. a program of privatization through the involvement of
private sector entities in the production of seed,
greater participa,tion of individual farmers in seed
multiplication and the divestiture of the GSC; and

v)

b. the establishment of a seed quality control system in
the f'1OA.

Effect~ of Privatizing Seed Production on Farmers' Output: If
privatizing seed production means that more seed will be
produced effectively by investors, the Ghanaian small-scale
farmer will be able to buy his seed at prices determined by
the forces of supply and demand. However, this situation is
only achievable in the long-run since the basis for
forecasting demand for seed now is not well established. The
main reason is that seeds being supplied now are termed "open
pollinated" type from which farmers can select good seeds
from their own previous year's crops for planting in
subsequent years. In contrast~ estimating demand for hybrid
seeds will have a firm basis because farmers advisedly will
have to buy seed every year to avoid "hybrid segregation" and
serious crop losses.

Another factor worth considering in propagating hybrid seeds
is the relative high cost of producing hybrid seeds and
consequently its higher selling prices. Though hybrid seeds
do giv~ yields about twice the open-pollinated types, their
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higher seed cost coupled with requirements 01 higher doses 01
1ertilizer~ pesticides and labour 10r maintenance make the
cultivation 01 hybrid crops more 1inancially rewarding to
large-scale 1armers who normally behave as "risk-seekers'
than ~mall-1armers who are generally conservative and
" r i slr,-averse' •

The above account seems to suggest that the availability 01
critical 1arm inputs may not constitute a bottlerieck to
increased production under the present trade and pricing
policies. What seems to present a problem is the lack 01
If,no~11edge about the pro1 i tabi I i ty 01 using improved inputs ~

coupled with the lack 01 e11ective demand 10r these inputs by
small-scale 1armers. These problems can be reduced by
extension o11icers coordinating test plots to show the
substantial increases in output likely to be obtained by
adopting improved technical packages. E11ective demand 01
1armers 10r these inputs' can obviously be enhanced by the
provision 01 adequate credit. However~ to minimize the
incidence 01 cash credit diversion to non-productive uses~

the provision 01 in-kind (inputs) credit is essential.

The distribution 01 inputs is a specialized 1unction more
e11iciently undertaken by commercial houses and private
traders. There1ore~ a more pragmatic approach lies in the
banks 1unding the commercial houses to ensure supplies 01
inputs in the right quantities and on a timely basis. (One
exception may be the Rural Banks~ as their unit 10cus makes
their role as credit suppliers 10r economic development a
'natLwal 1it in a decentralized input supply scheme). The
banks~ in adopting this approach~ will not only pass on the
inventory risks 01 not being able to sell inputs to the
commercial houses~ but small-scale 1armers will be able to
obtain required inputs on a continuous basis.

K. Condition 01 the Rural In1rastructure: Ghana at
independence and up to the early 1960's had a good network 01 roads
and a railway system which hauled the bulk 01 cocoa and minerals to
the ports 10r export. There also existed reliable health and
educational 1acilities in the rural areas~ although only a small
percentage 01 rural people had (and still has) access to good
drinking water. At present~ about 60% 01 the Ghanaian population
has access to potable water. While 93% 01 the urban people drink
good water~ only 39% 01 the rural population is estimated to have
access to good drinking water.

From the late 1960's until the launching 01 the ERP in 1983~ the
rural in1rastr~cture became completely run down due to lack 01
maintenance~ 10reign exchange constraints on the importation 01
vital spare parts~ and inadequate budgetary allocations 10r
modernization. The poor condition 01 roads and the unreliability 01
transport led to higher transport costs in marketing agricultural
produce~ resulting in lower net incomes to 1armers. The lack 01
good drinking water results in 1requent outbr~aks 01 water-borne
diseases such as guinea-worm and bilharzia among rural communities~
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with their att~ndant effects on rural labour productivity. These
conditions reduce the effectiveness of credit, and demonstrate that
credit alone is not a solution to the problems of rural development.

Since the launching of the ERP, the Government has made (and is
continuing to make) strenuous efforts to reverse this trend by
rehabilitating roads, revamping the transport sector through
importation of essential spares, and replacing broken-down equipment
and vehicles. Health facilities are being re-equipped and
re-stocleed with essential drugs while the educational system is
undergoing re-structuring. Attention is also being given to rural
water supplies to alleviate the plight of the rural population from
the above-mentioned diseases. The Government's efforts are being
complemented by multilateral and bilateral donor assistance as well
as assistance by NGO's. Notable among these multilateral and
bilateral agencies are the World Bank/IDA, IFAD, CIDA, GTZ, USAID,
JICA, ODA and the French Aid Agency. Catholic Relief Services, the
Christian Council, World Vision and Global 2000 are major NGO's in
the field of rural infrastructure development (see Section IX for a
discussion of NGO activities).

This section attempts to take stock of" the Government's short-,
medium- and long-term plans and strategies to develop the rural
infrastructure, as well as the involvement of the various
multilateral, bilateral and non-government organizations with a view
to assessing the effects of such investments on the efficiency of
rural credit •

, ;

i)

ii)

.The Government's Plans and Strategies to Develop the Rural
Infrastructure: The Government's plans and .programmes to
modernize the rural areas through the provision of good
roads, health and educational facilities as well as good
drinking water are outlined in the Government's annual
budgets which seek to implement the medium-term plans under
the ERP 1 and 11 (see Section 1).

Other Agencies Involved in Rural Infrastructure Development:
The following chart indicates the involvement of other
agencies and institutions in rural infrastructure development
in Ghana for the next five years.

Information on Agencies Involved in
Rural Infrastructure Development

. -:,,

...
; .

. ~

1.

?...

Donor
Agency/Country

""or 1d Banle
and IFAD

l'Jorld Bank/IDA
and African
Deve 1opmen t B.3.n k

Amount

Part of ~·42.()m

. '&30 mi 1 lien
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Purpose

Feeder roads development and
drilling of bore holes in the
Volta Region under VORADEP •

For water systems
rehabilitation.
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Donor
Agency/Country

IFAD

Amount

t·2.25 mi II ion

Purpose

670 kms. feeder roads rehabili
tation in the Northern
Region.

4. C.C.C.E (French N.A.
Aid Agency)

5. JICA (Japane':::e N.A.

- Aid Agency)

6. Romania N.A.

7. CrDA '$10.() million
,',

,. 8. UNICEF About 'f> 1.0m
per year

9. KF\," m·15.0 million

10. aDA (Br-itish) '$5.0 million

,:

li. t'Jor ld Vision '$7.0 mi 11 ion
committed.

12. GTl N.A.

13. laJenchi P,-ojec t 1iO.75 million

14. UNDP '&2.0 mi II ion

1 ~5. Cathol ie Church '$2.5 million
, .
;

Support 1000 wells in the
Central Region.

Boreholes in the Bimbilla
area in the Northern Region.

1000 wells in the Western Regier

Technical Assistance and local
manufacture of hand pumps.

For small-community water
and sanitation projects.

For borehole rehabilitation
\"lOrks.

Aid for rehabilitation of
Kumasi water system.

4-year well drilling program.

On-going rehabilitation
program.

About 85 \"Iells

3 ne.., projects

For surface water catchment and
treatment in Northern Region.

, ;

..
"

" '

iii) Outlook for Rural Infrastructure Development: From the above
analysis and the Government·s firm commitment to rural
development as well as the support from donor agencies and
the NGO·s, it is most likely that the programme of rural
infrastructure development will be sustained over the years.
If the pledges of the various agencies are fulfilled, the
GWSC will be able to implement its five-year development
plan. The plan envisages the completion of 6000 boreholes
equipped with hand pumps and 1000 dug-out wells throughout
the country. Under this program, it is expected that the
level of rural people·s accessibility to good-drinking water
will be raised from 39% at present to about 85% in 1992. The
rehabilitation of the rural infrastructure development will
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enhance credit effectiveness~ primarily from a health and
marketing standpoint. This~ in turn~ is likely to increase
the prospects of banks extending credit to small-scale
farmers over time.

L. Profitability of Agricultural Activities in Ghana: To the
extent that small-scale fa~mers are rational investors~ they
undertake activities which are profitable to them. However~ by
being more risk-averse than large-scale farmers~ the investment
decisions of small-scale farmers may not strictly be based on
profit-maximi~ation objectives. For example~ some small-holder
farmers devote portions of their cultivable lands to mixed vegetable
production for the farm-family's requirements and subsistence. To
such farmers, the opportunity cost of foregoing vegetable production
is quite high in terms of the e1fort and time needed to search for
such produce at the marketplace. Another factor small-scale farmers
take into account in deciding what to produce, how to produce and
how much to produce is the sustainability of their operations over
the years. For instance, though tobacco growing may be the most
profitable activity in a particular area, the continuous growing of
tobacco without crop rotation may d~plete the soils of major plant
nutrients in the long run, leaving the land completely barren for
cropping again. Therefore, the farmer's decision to undertake any
activity is talcen in an environment of risk and uncertainty which
the credit administrator has to analyse with a view to minimizing
such risks while delivering the credit to him.

: ;;
'-'/-
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~ .r
" .~, '
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i ) Comparative Advantage and Relative Profitability of Major
Agricultural Activities: The agro-climatic conditions of
Ghana favour the production of important crops such as cocoa,
oil palm, rubber, cotton, groundnuts, sugarcane, tobacco,
mai~e, sorghum;millet~ rice, cassava, cocoyam~ yam and
plantain.

In 1985, the World Bank undertook an analysis of comparative
advantage in major tradeable crops using different techniques
of production. An analysis of the incentive framework was
also undertaken both in terms of financial returns to land
and labour and nominal and effective rates of protection.
The comparative advantage analysis was undertaken to provide
a basis for the formulation of an investment strategy~ given
the scarcity of resources~ with many competing demands in
Ghana and the need to concentrate these resources on crops
and techniques which promise to be the most efficient. On
the other hand, the analysis of the incentive framework was
carried out in order to determine whether the prevailing
incentive structure was conducive to successful
implementation of the investment strategy resulting from the
comparative advantage analysis.

Comparative advantage was asses~ed by calculating the
Domestic Resource Cost Coefficients (DRC's)~ which measure
the cost of domestic resources (land, labour, capital, raw
materials, etc.) used to save or earn a net unit of foreign
exchange. The lower the DRC coefficient, the more efficient
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the activity. A DRC oi less than or equal to one indicates
comparative advantage in a particular commodity and
technique. A negative DRC indicates that value added at the
world market price is negative.

From the results oi the analysis, the WB made the iollowing
conclusions:

Ghana has a strong comparative advantage in tree crops
such as cocoa, oil palm, rubber and coconut. The DRC's
ior tree crops remain iavourable in a variety oi
scenarios, including the projected declines in world
prices in real terms ior cocoa, oil palm and copra by
1990;

b. the DRC's are also attractive ior tobacco and cotton ;'
except ior irrigated cotton due to extremel~ high cost \
oi irrigation water in Ghana.

"
c. there is a marginal comparative advantage in groundnut

and a clear comparative disadvantage in sugarcane ior
sugar production unless and until world market prices
oi sugar rise substantially irom their present low
levels; and

, .:. "

d. except ior rice, which appears extremely uneconomic
owing primarily to low yields, all other commodities
are borderline cases.

~ole cropping oi maize, under bullock iarming and tractor
mechanization, can become economic with about a 25% increase
in yields which is achievable through appropriate incentives
and more concentrated extension and inputs. The remarkable
increases in output recorded by small-scale maize and sorghum
iarmers in the L1WR under the Global 20()() program have al ready
been mentioned, and are discussed iully in Section IX. Maize
production alone has increased as much as 275% among the
15,000 iarmers in the Northern and Lipper Regions who are
involved in the Global 2000 project.

For rice, the DRC's are extremely uniavourable ior all
techniques in all scenarios, even ior large-scale mechanized
and irrigated techniques. Even under very optimistic
assumptions oi a 75% higher yield per ha. and a 1990 CIF
price projected to be more than 30% higher than 1984 prices,
the DRCs were iound to be considerably above 1.00. The cost
oi pursuing rice seli-suiiiciency is, thereiore, extremely
high, particularly since 40% to 50% oi rice production is at
present through large-scale mechanized techniques. The
results 01 the WB analysis are provided in Annex 11-19.

The results oi the incentive iramework analysis indicated
that the explicit or implicit tax on cocoa, cotton, tobacco
and rubber is high. For example, cocoa iarmers did receive
about 37% and 44.6% oi the world market price in 1986/87 and
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1987/88, respectively, which constitute implicit taxes of 63%
and 55.4% on cocoa farmers for these years (see Annex
11-13B). Based on 1984 domestic prices, there was positive
net protection to industrial crops such as oil palm, coconut
and sugarcane, but this was low relative to that enjoyed by
groundnut and foodcrops, primarily due to quantitative
restrictions on imports. The protection to rice was the
highest (net nominal rate of protection of 7227. and net
effective rate of protection ranging from 356% to 1503%). The
report further indicated that rice production, which had
grown rapidly in the 197()'s under heavy subsidies on
machinery services and fertilizers, was still enjoying high
protection due to quantitative restrictions on imports and
implicit subsidies on maChinery services, fertilizers and
irrigation water. (Until 1984, no irrigation water charges
were levied on beneficiaries) •

In view of the foregoing, the WB concluded that the incentive
structure was highly distorted, with high net taxation on
some crops with clear comparative advantage (cocoa, rubber,
tobacco and cotton) and high n~t.protection to crops with
clear comparative disadvantage (rice and sugarcane).
Therefore, the WB recommended that the incentive structure
has to be adjusted to ensure full utilization of the
country's comparative advantage, with the resultant
maximization of agricultural sector output given resource
constraints. It should be noted that the Government has
adopted this recommendation, among others, and is
'implementing a policy of gradually phasing out fertilizer
subsidies by 1990, auctioning foreign exchange for fertilizer
imports, and conducting a time-phased reduction of taxes on
cocoa farmers to 457. of the world market price by 1990. At
the same time, however, producer prices set for maize and
rice are reportedly higher than world market prices. Due to
lacl" of reliable data, it is not possible to analyze either
the trend of farmers' shifts in crop acreages or changes in
the number of farmers growing various crops in response to
the Government's current policies aimed at putting emphasis
on comparative advantage.

From the results of the WB analysis, the difference between
financial viability or profitability of an investment and its
economic viability becomes manifest. Based on the
profitability measure of Financial Net Return per ha, all the
activities under the study were profitable, warranting local
bank support. Incidentally, computations based on 1988
market prices for maize, rice, sorghum and cocoa in Annex
11-14 and Annex 11-20 tend to confirm the positive financial
net returnslha figures. However, applying the financial net
returns to family labour as a measure of profitability, those
activities with financial net returns to family labour lower
than the "ne;o(t best al ternative use of 1abour" (or
opportunity cost of family labour), which may be assumed to
equal the Government's minimum wage (though realistically
lower) rate for 1985, may not be considered profitable to the

-49-



. ,

. f'". ~

ii)

farmer. For example, large-scale mechanized rice, flue-cured
tobacco, and semi-improved cotton do not look profitable to
the farm-family. On the other hand, when the economic
viability measure is applied, only activities which have
comparative advantage such as cocoa, rubber, oil palm,
cotton, tobacco, sOl-ghum (semi-improved), and marginally for
maize and groundnut, passed the economic viability test to
justify support by the country. In short, an investment may
be profitable but not necessarily viable economically, and
vicE' versa.

Theoretically, the main difference between the profitability
and/or bankability of an activity vis-a-vis its economic
soundness lies in whether the prices being used are 'market
prices" (including taxes, subsidies, etc.,) or economicl
'shadow or accounting" prices (less taxes, subsidies, etc.).
The shadcl~'" prices are presumed to reflect the "true-scarcity"
values of the items in question.

Given that shadow prices have not been firmly established for
foreign exchange, labour and capital under Ghanaian
circumstances, the coefficients' established should be
interpreted with some conservatism. Nonetheless, these
measures can be used as broad guidelines for investment
strategy for the agricultural sector, and agricultural credit
priorities for the banks.

Profitability of Fishing and Livestocle (Poultry) Enterprises:
Fishing and livestock production are also two major
agricultural activities which preoccupy many small-scale
operators in Ghana. Both fishing and livestocle accounted for
6% each of the agricultural GDP in 1987. Despite the fact
that the livestoclf. sector is relatively undeveloped, the
poultry industry has grown rapidly over the past 15 years. In
1972, some 250,000 tons of fish were landed in Ghana, but
current landings are about 200,000 tons per annum out of
which about 90% come from inshore marine fishing.

Annex 11-21 shows that though marine inshore-canoe fishing is
highly profitable, the activity requires high investment
capital outlay which cannot be provided by small-scale
operators from their own resources. Annex 11-22A and Annex
11-22B also provide the details of the profitabilities
relating to layer and broiler poultry enterprises. These
activities exhibit the need for high capital outlays. This
characteristic feature of the fishing and poultry sub-sectors
stems from the fact their import contents are very high and,
therefore, very price-sensitive to the auctioning system.
Therefore, it can be concluded that though fishing and
poultry have high profit incentives, adequate credit
facilities are needed by prospective investors to undertake
such activities. Banks naturally need to assess market
condi tions and the management sId 11 s of the investOl-s to
determine if the project constitutes a good credit.
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iii) Enterprises Which are Profitable in the Present Policy/
Pricing Environment: The current profitability computations
obtained for cocoa~ maize~ rice and sorghum are based on
current market prices of inputs and nominal producer prices.
These, prices are the combined effects of the present
policies relating to:

a. flexible exchange rates through the auction system;

b. qradual removal of subsidies on inputs such as
fertilizers~ sprayers and agro-chemicals for cocoa;

!. I
I. ~

! ;

c. reduction of implicit taxes on cocoa farmers; and

d. liberalizing trade with a view to removing the
restrictions on imports~ particularly rice~ and
thereby reducing the very high protection it enjoys
or restoring its comparative disadvantage.

The results of the analyses indicate that while the
financial net returns for maize and rice have declined in
nominal terms compared with the "1985 figures obtained by the
WB~ the profitability of cocoa has increased substantially.
Sorghum"s profitability shows an increase of about 3.4% over
and above the 1985 figure.

In nominal terms~ therefore~ it can be concluded that the
Government"s new policy reforms are enhancing the
profitabilities of cocoa and sorghum while the high
protection on rice is being reduced. In effect~ the
policies are tending to support comparative advantage at the
expense of comparative disadvantage in an effort to promote
efficiency in the allocation of resources. To confirm this
observation in real terms~ the Rural CPl deflator (combined)
has been applied to the nominal returns calculated by the WB
in 19B5~ and those computed by the Technoserve team (see
Annex 11-23 for details).

It is evident from the analysis that the net financial
return to cocoa has increased in real terms between 1985 and
1988. On the other hand~ the real net financial return for
rice has drastically declined by 87.3%.

In the case of maize~ which is a borderline case~ the
decline in real net returns is about 69%~ whilst the decline
for semi-improved sorghum~ in which Ghana has comparative
advantage~ is about 41.4%. The decline in real net returns
for sorghum may be very low or even reversed if substantial
increases in yields being reported by farmers under the
Global 2000 programme are confirmed by the Ministry of
Agriculture and subsequently applied. In short, these
changes in real net financial returns seem to confirm the
shift in emphasis from high protection on crops with
comparative disadvantage to those with comparative
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advantage~ which should ultimately improve upon the
efficiency in resource allocation.

iv) Constraints to Succes~ of Enterprises:
which' will affect the success of
enterprises include:

The main constraints
the above-mentioned

a. a f all in the "lor 1d marJ~et price of cocoa and
reduction in real prices of agricultural produce;

b. a recurrence of drought;

.' ,

, .,
.. "
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c. shortages of farming inputs, including seasonal
labour shortages;

d. delays or problems in the rehabilitation of the rural
infrastructure and construction of on-farm storage
facilities; and

e. the availability of cash.

To the extent that cocoa accounts - for about 60% of the
foreign exchange earnings oi the country, a fall in the
already low world market price has risky implications for
the country. Government's budgeted revenues will fall and
development programs will suffer.

Based on the world market price of 800 pounds St./ton in
,April 1988 indicating a fall of about 50% from the 1985
price, the breakeven price for one acre of cocoa is
estimated at C86.70/kg. The nominal producer price for the
1987/88 season was CI40.0/kg. Assuming that the cocoa price
will stay at 44.6% of the world market price as it was in
1986/87, the nominal producer price for cocoa 1988/89 season
is estimated at CI50.3/kg. This price will ensure an
increase in the nominal producer price of about 7.4%, though
the Government would have maintained its implicit tax on the
farmer of about 54%. The analysis, therefore, seems to
suggest that the Government can afford, under the
circumstances, to maintain its 1987 targeted percentage of
the l-'lorld marJ~et pt-ice to the farmer without necessitating a
reduction in the nominal cocoa price as being speculated
(see Annex 11-20B for details). Incidentally, the new
producer price per tonne announced in June, 1988 is
C165,OOO/ton. In real terms, the producer price has also
increased.

The recurrence of drought would have a negative effect on
agricultural production in spite of the availability of
inputs. Agt-o-meteorologici::il records indicate that Ghana
receives abundant rainfall in most years throughout the
country with periods of drought occurring once in every 15
to 20 years. This record gives a reasonable probability of
optimal rainfall for years to come .
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With the removal of subsidies and the placement of major
inputs like fertilizer in the 'core' import program to be
backed by foreign exchange, the scarcity of inputs is not
likely to be pronounced in future. The problem will be
enhancing effective demand of the farmer through the
education and implementation of improved technical packages
and integrated methods, and provision of adequate credit in
the most efficient manner to compensate for the removal of
subsidies and declines in real income. This is clearly one
of the key considerations of this study •

Seasonal labour shortages are likely to arise, owing to the
non-planning of farming act.ivities as a result of farming
under rainfed conditions. However, with expected
improvements in the economic environment, improved terms of
trade for the rural sector and improvements in water,
electricity and health in the rural areas, younger labourers
being and health in the rural areas, younger labourers being
re-deployed or retrenched under the ERP can be expected to
augment the labour of the ageing farmers.

M. Summary: Agriculture has long been the most dominant sector
of the Ghanaian economy, accounting for nearly 50X of GPD and
providing employment to approximately 55% of the total labor force.
As nearly three out of every four Ghanaians live in rural areas, the
long history of Government programs favoring the urban classes with
industrial-based policies has adversely impacted agricultural
production. Even in areas in which Ghana enjoys a comparative
advantage (i.e., maize, cocoa)~ it either fails to produce enough to
be completely self-sufficient, or needs to export due to the
inability to otherwise generate foreign exchan~e.

The bulk of the country's agricultural production is from
small-scale farmers using mainly traditional techniques which result
in low productivity. The main causes of low agricultural
productivity include insufficient or inadequate inputs (i.e., seeds,
fertilizers) to promote higher yields and better quality,
insufficient storage facilities, inadequate credit facilities, an
inefficient transport system~ ineffective support services (i.e.~

extension and research), and poor infrastructural development (i.e.,
roads, water and health facilities).

Other factors which have adversely affected agricultural
productivity in the past are inappropriate Government policies such
as the pricing of agricultural inputs~ low producer prices, a
malfunctioning wage system~ rigid interest rate regimes,
uncontrolled budget d~ficits and inflationary pressures, and the
failure of development projects, programs and institutions to
achieve their goals due to mismanagement and poor execution. These
factors distorted incentive package systems for implementing
investment strategies favouring comparative advantage activities •

Nevertheless, even in a worst case scenario, Ghana still has a
comparative advantage in cocoa~ and important tree crops like rubber
and oil palm. For staples, Ghana has a clear comparative ad~antage

-53-



! ;

0,

r',

in sorghum and a marginal advantage for maize. The problem with
staples is the low yields being obtained by small-scale farmers.
Areas in which the country has comparative disadvantage include rice
and sugarcane production.

Since 1983~ appreciable increases in production have been recorded
for cocoa~ maize~ cotton~ sorqhum and tobacco. These are mainly
attributable to the new pragmatic policies being pursued under the
Economic Recovery Programme and favourable climatic conditions. Some
of these measures are improvements in the real incomes of producers
through higher producer prices and improvements in rural
infrastructures such as feeder roads~ water and health facilities.

Some policiE's~ ~,uch as the ,-emoval of subsidies on fertilizer's, ';'
add to -farmers' costs of production in the near- ter I!l. The positive
net return on investment through the proper use of improved inputs~

even with increased input prices~ has been demonstrated on thousands
of Global 2000 Production Test Plots operated by small-scale
farmers. However~ higher yields by small-scale farmers will only be
achieved with an integrated approach linl(ing education~ credit and
distribution with effective demand. Without coordination. it is
likely that agricultural production wij'l ,remain well belo~ targets
and potential.

BESTAVAILABLE COpy
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Annex ]]-1

GOP by Industry Origin at Constant 1980 Prices, 1981-1986 (Million Cedis)
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Agriculture
Agric. & Livestock
Cocoa
Forestry &: Lodging
Fishing

Industry
Mining &: Quarrying
t1anu fa.c tur ing
Construction
Electricity & Water

Services
Transport & Comm.
Trade &: Hotels

Banking, Ins. Real
Government Services
Other Services
Sub-total
Imputed Sere Charge
Impor-t Ou ties
GOP at Market Prices
Per Capita GOP (Cedis)
Popula.tion (Million)
Agric.'s Share of GOP (i.)

1981

21036
14607

3805
1945

67'':/

5489
47'':/

3388
1270

351

13315
1292
3982

2836
4746

459
38269
-1211

388
39017

3426
11.39

54

1982

19889
13990

3150
2097

652

4558
442

2694
1099

323

12833
1307
3569

2930
4549

479
41896
-1213

250
36318

3107
11.69

55

1983

17498
12870

2704
2252

672

3909
379

2393
940
197

13126
1402
3381

3028
4819

496
40830
-1294

320
34558

2882
11.99

53

1984

21048
15356

2502
2512

677

4240
415

2680
962
183

14027
1514
3719

3340
4928

526
41009
-1424

369
38260

3113
12.29

55

1985

21640
15664
2647
2638

691

5089
476

3216
1077

320

14867
1665
4121

3506
5017

557
39840
-1566

462
40491

3211
12.61

53

'1986

22722
16447
2780
2770

725

5343
500

3377
1131

336

15610
1749
4327

3681
5268

585
37280
-1644

485
42516

3286
12.94

53

, ..· .
, ,

j ...

t I· .
' .

."
'.

Sources: Central Bureau of Statistics up to 1985:
Min. of Finance and Economic Planning estimates for 1986.

-55-



A,1i!iE1 II-2ft

EHHHA: SECTORAL GRDwTH RATES OF ED?
(Continued Reform Case; in 1984 Prices)

. .'.~;

1985 1geb 1987 1988 1989 1990 1991 1992 1993 1994 1995
t Z ! Z Z Z Z Z I Z Z

6.0 5.0
4.0 4.0
6.0 4.0

9.1
15.0
13.0
11.0

5.2 5.2 5.2
3.8 3.8 3.8
5.5 5.5 5.5
5.0 5.0 5.0
5.0 5.0 5.0

5.24.8
5.9 3.8

5.5
5.0
5.0

13.5 6.2
9.2

13.8 12.8
19.0 9.9
14.0 14.0
12.0 12.\1
11.0 11.0

16.1 6.4
12.7 -1.1
19.0 7.0
21).7 9.9
8.0 7.0

Industrial Sector
t1ir:ing
Manuf.
Uti lities
Construction

Agricultural Sector
Cocca
Forestry
Other

0.2 4.8
13.2 11.2
0.2 0.7

-1.1 4.5

1.8 2.8 2.7 3.5
0.0 8.0 8.0 5.8
6.0 10.0 8.0 6.1
1.7 1.6 1.6 3.0

3.5 3.1 3.1
5.5 2.8 2.5
5.5 5.0 5.0
3.0 3.0 3.0

3.0 3.0
1.8 1.7
5.0 5.0
3.0 3.0

2.6
4.0

4.6 4.b 4.6
4.5 4.5 4.5
4.8 4.8 4.8
4.5 4.5 4.5

2.3 2.4 2.5
4.0 4.0 4.0

5.3 4.8 4.4 4.6
5.0 5.0 5.0 4.5
5.7 5.0 4.5 4.8
5.5 5.0 4.0 4.5
2.0 2.1 2.2
4.0 4.0 4.04.0

5.5

5.0

2.0 2.0

5.4 6.0
6.4 4.5 6.0
9.1 6.2 6.5 6.2
9.3 3.8 5.S
4.1 1.5
3.8 3.8 4.0

8 .,..Other Sectors
Transport
Wholesale &Retail
Financial Services
Public Adillin.
Other Services

j "

~" .

ED? Growth Rate 5.1 5.3 5.0 5:3 5.3 4.5 4.1 4.1 4.1 4.0 4.0

6HAHA: SECTORAL DISTRIBUTIOn OF SDP
(Continued Reform CaSE; in 1984 Prices)

1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
I Z Z Z Z ! Z Z Z Z Z Z

.'.';

Industrial Sector
~lining

Hanuf.
Uti IHies
Construction

10.6
1.2
6.4
0.8
2.2

11.7 11.8 12.8 13.7
1.3 1.2 1.4 1.4
7.2 7.4 8.0 8.6
0.9 1.0 1.0 1.1
2.3 2.3 2.4 2.b

14.8
1.5
9.4
1.2
2.7

15.0
1.5
9.6
1.2
2.7

15.1
1.6
9.7
1.2
2.7

15.3 15.5
1.6 1.6
9.8 9.9
1.2 1.2
2.8 2.8

15.6 15.8
1.5 1.5

10.1 10.2
1.2 1.2
2.8 2.9

. , i

" \, Agricultural Sector
Cocoa
Forestry
Other

49.2
4.1
3.4

41.6

46.9 46.7 45.3
4.4 4.7 4.5
3.3 3.1 3.2

39.2 38.9 37.7

44.2 43.2
4.6 4.7
3.3 3.4

36.4 35.1

42.8· 42.5
4.7 4.8
3.4 3.5

34.6 34.2

42.2 41.8 41.4 41.0
4.8 4.7 4.6 4.5
3.5 3.6 3.6 3.6

33.9 33.5 33.2 32.9

,j

Other Seders
Transport
Wholesale &Retail
Financial Services
Public: Adlllin.
Other Services

40.3
6.4

29.3
1.7
3.4
0.5

41.4 41.5
6.5 6.5

29.3 29.6
1.8 1.8
3.3 3.2
0.5 0.5

41.9 42.1
6.5 6.5

30.0 30.3
1.8 1.8
3.1 3.0
0.4 0.4

42.1
6.5

30.4
1.8
2.9
0.4

42.2 42.3 42.5 42.8 43.0 43.2
6.5 b.6 b.6 6.7 6.7 6.7

30.6 30.7 30.9 31.1 31.4 31.6
1.8 1.8 1.8 1.8 1.8 1.8
2.9 2.8 2.8 2.7 2.7 2.7
0.4 0.4 0.4 0.4 0.4 0.4

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0



,

Ann!!1 II-2J!

Gross Dosestic PrnductS J By Kind Df Ecanelit Activity
In Producers' Values

(Current Million Cedis)
---------------------------------------------------------------------------------------------------------------------------------

1910 1915 191& 1911 1919 1919 1980 1981 1982 1983 1984 1985
---------------------------------------------------------------------------------------------------------------------------------
A, AGRICULTURE 1051 2518 3300 6274 12742 16924 24820 38553 49572 109927 133232 153373

Agriculture and LivestocK 634 1567 2347 5068 10011 12858 19776 33558 44003 92047 110422 118026
Cocoa Prod. t!ar ~ eting 317 577 494 624 1469 2294 2269 1197 639 10228 11138 18755
Forestry and Logging 74 293 374 440 1002 1301 1805 2135 3235 5609 9300 11350
Fishing 25 81 85 143 260 472 971 1663 1695 2044 2372 5241

B. ItmUSTRY 412 1109 1254 1768 2524 3466 5086 6653 5401 12199 28631 57651
Mining and Quarrying 38 105 87 90 119 238 462 369 285 1944 3214 3739....
Manufacturing 258 736 85S 1204 1813 2448 3346 4338 3117 7101 17306 40087:

Electricity and Water ,,~ 33 48 53 74 122 223 456 513 358 2166 4045.. ,)

Construction 93 236 262 422 517 659 1055 1491 1486 2796 5945 9780

C. SERVICES 705 1637 2003 3124 5717 7939 . 13202 21993 32740 62164 109068 162649
Transport, Storage, Como, 91 206 259 331 553 759 1130 2329 2568 7663 17451 27031
Wholesale, Retail Trade 261 642 856 1294 2786 3994 7327 19074 22951 43120 76544 105944
Finance, Insurance, Business 1'i" 216 314 471 648 1066 1314 1927 2621 3311 4676 7750...... L

GDV't and Other 225 513 574 1029 1731 2121 3430 4663 4601 8670 10398 21923

SUB-TOTAL 2167 5264 6557 11161 20982 28330 43108 73199 87712 184890 210931 313672
Less Imputed Bank Charge 11 77 128 188 304 521 651 1207 1802 2259 2865 5476
Impart Duties 81 96 97 185 30B 422 397 634 541 1407 2494 4786

: .; snp at Market Prices 2259 5283 6526 11163 20986 28231 42853 72626 86451 184038 2705bl 372982

Percentage distribution
A. Agriculture 4n 48% 51k <f..¥ w: b07. 587. 537. 514 60:L 49:£ 41lJ"".

Agriculture and Livestock ,.,"' .. 307. 36Y. 457. 48i. 46i. 467. 467. 517- 507. 41I ~"u..ljl. ~I.I•

Cocoa Production, Mar~eting 147. 117. 8% 6% n 8Y. 5Y. 'ly n 6Y. U 5'!."n

Forestry and Logging 37. 67. 6% 47. 5Y. 57- 4! 37. 47. 3i. 3% -,v
.'"

Fishing H 27. 17- 1Z H 2! 2% 'l¥ ,,¥ 1! Ii. 1Z.." .."
B. industry 18Y. 2II 197. 16Y. 12Y. 1"" 12Y- 97. 67. 7Y. 117. 157... I.

Hining and Quarrying 27. 27. n I" 1! n 17. II 07. 11: 11: PI, ..
Hanufacturing 117- 147. 137. 117. 9i. 9i. 87. 67. 4Y. 47. 67. 117.
Electricity and Water 17. H 17. 0'/ Oi. 07. 17. 11: 1'1 0% I" 1'1

" I, !,

Cons truction 4'{ 4i. 47, U " ,,'/ 27. 27. 27. 27. 27. 37... .... ..,.
" Co Ser¥ices 31! 31l 31l 2Bi. 274 28% 314 39:£ 387. 34% 407. 44%(

' ..
Transport, Storage, Co=~, 4Y. n 47. 37. 37. 37. 3% 3i. 37. 4i. 67. 7'i.
~holesale, Retail Trade 127. P'/ 137. 124 1~'I In 17% 267. 274 23% 28% 287.~l, ,)n

: Finance, In~urance, Business 57. 57. 5i. 47. 37- 4i. 37. 37. 37. 2% 2j, 27-
~ ~ Gov't and Other lOY. 10i. n 91. 8'1. B% 87. 6% 5% ~" 4% 67.~J.

:. 1

1Y. 2'1. 1Y. 27. 27. 27. 27. 1Y. 17. IIimputed Bank Charge Or. 2i.
'..

" Import Duties 47. 27. 14 2'1 14 1! 17. 11: 11. n 17. !!."
~ _I

----------------------------------------------------------------------------------------------------------------------------------
l·..~~

~~"r~De I 1978-85 data are trom Statistical Services, Accra
.:. oJ

"·,,,Wi. """JI

. r. .~
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1976-77 data are irom ODS, June 1984, P.75
1975 data are 1rom Economic Survey 1977-80, pp.22-24
1970 data are 1rom Economic Survey 1972-74, pp.4-5

Note':' :
1. 1968 prices were converted into 1975 prices using the 1971

data as a basis.

2. Data 10r 1985 are provisional estimates.
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KERCHAMDISE EIPDRTS, 1983-1989
(USS .illion)

19a3 19a~ 1985 1986 1987 19S8 1989
COCOA (beans)

Vo!u~e (MT) 159,280 149,574 171,747 198,335 210,000 224,000 240,000
--, Unit Value (S/MT) 1,583 2,351 2,189 2,434 2,100 2,000 2,000:

Total Value ($ millien) 252 352 376 483 441 448 480
COCOA (products)

Voluille (MT) 15,000 15,265 15,966 17,657 20,000 20,000 20,000
Unit Value (S/MT) 1,573 1,967 2,254 2,062 1,700 2,100 2,200
Total Value ($ million) 24 30 36 36 34 42 44

COCOA (Total)
Volu~e (MT) 174,280 164,839 187,713 215,992 230,000 244,000 260,000
Unit Value (l/MT) 1,582 2,315 2,195 2,403 2,065 2,008 2,015
Total Value ($ million) 276 382 412 519 475 490 524

~ '-~: SOLD
; .. Volume ('000 fine 01.) TR 286 285 288 337 384 434Iw

AGC 250 255 249 290 320 344
SSMC 36 30 39 47 64 90

Unit Value ($/fine o•• ) 367 361 319 369 386 390 394
Total Value ($ million) 102 103 91 106 130 150 171

DIAIlO!ftrS
Volume ('000 carats) 439 425 640 565 678 785 785
Unit Value (US cents/carat) 640 690 860 850 865 690 890
Total Val.ue 3 3 6 5 6 7 7

:" ~ KAHSAHE5E
Volume ('000 MT) 127 248 263 257 270 278 285
Unit Value (S/MT) 39 34 34 ~'l 33 32 35j ...

Total Value ($ million) 5 8 9 8 9 9 10
TIKBER

Volume ('000 cu. meters) 103 126 247 354 375 434 477
Unit Value (S/cu. meter) 142 167 113 135 144 150 155

~ ': ~ Total Value 15 21 29 48 54 65 74
", RESIDUAL OIL..

Volume {tIT) 112 124 199 204 200 200 200
Unit Value (S/MT) 160 182 168 86 125 125 130,; :
Total Value IS/million) 20 23 .,..,. 18 25 25 26.\J

- . ELECTRICITY
Volume (mn Kwh) 624 1,700 2,500 2,750 3,025 3,025

, : ~
Unit Value (S/mn Kwh) 31,971 21,798 19,bOO 19,636 19,835 19,835

{,2 Total Value ($ million) 12 20 35 49 54 60 60
OTHER GOODS

r:-~: Volume (Constant 1984 $) 6 17 18 20 33 . 40
:" Unit Value 100 101 114 118 120 122'., '~

Total Value 1$ million) 8 6 17 20 24 39 4B

.~ ERAllO TOTAL 440 566 632 773 777 845 920
.. t AGRIC. CONTRIBUIION 67 72 72 75 71 70 70

--------------------------------------------------------------------------
r-~ Source: Bank of Ghana for 1993-86; World Bank Staff estimates for 1987-89.
~': ~, Exportsi6HCEMl

. ~ '~
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!L Purchases by Cocobod during season beginning in year slaled.
IlL January-October 1986

Source: Ghana Statistical Services
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Annex II-4B

GHANA

Crop Production
(' 000 tonnl!s)

C01:1!odity 1970 1971 1'172 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983
--------
MairE 481.6 465.4 402.4 426.8 485.7 343.4 286.0 274.0 218.0 380,0 382.0 37B.0 346.0 172.0
Sorghum 185.9 172.7 152.4 166.6 176.8 135.1 IB9.0 131.0 121.0 158.0 132.0 131.0 B5.0 56.0
Rice 4B.8 54.9 70.1 62.0 73.2 71.1 70.0 109.0 !OB.O 93.0 7B.0 97.0 36.0 40.0
tiiliet 141.2 130U 98,6 108.7 154.4 121.9 144.4 125.0 93.0 149.0 B2.0 119.0 76.0 40.0

Yams 909.0 909.4 678.B 605.9 849.5 709.2 574.9 535.0 544.0 602.0 650.0 591.0 58B.0 B66.0
Cocoyams 1136.0 1136.0 945.0 1325.0 1510.0 1019.4 773.0 722.0 726.0 749.0 643.0 631.0 628.0 i20.0
Cassava 2387.8 2387.B 2840.0 2865.0 3606.1 239B.0 1B19.0 IB11.0 IB95.0 1759.0 2322.0 2063.0 2470.0 1729.0
Plantain 1641.0 1641.0 1661.5 2070.B 2024.1 1245.7 1255.6 927.0 940.0 B17 .0 734.0 B29.0 745.0 342.0

CO\ipeas 10.6 HI.6 9.1 7.4 10.8 10.7 12.1 11» -' B.O 9.0 N.A. N.A. N.A. N.A.
Groundnuts 101.6 101.6 89.4 127.0 156.5 110.B 113.0 B1.0 B3.0 107.0 r~ .A. N.A. tl.A. IU.
Coconut 301.8 301.8 295.8 305.8 306.9 310.9 229.0 152.0 159.0 159.0 tU. N.A. N.A. IU.

Cocoa 413.0 454.0 407.0 34 ij.0 376.0 396.0 320.0 271.0 265.0 291.0 254.0 220.0 17B.O 158.0

Sugarcane 111.8 l11.B 14~!.3 161.2 170.9 204.9 190.0 25B.0 272.0 N.A. N.A. IU. ItA. N.A.
Seed Cotton .0.2 0.4 1.3 1.9 2.5 3.0 9.0 11.4 4.5 5.2 3.0 0.7 0.5 0.5
Rubber 0.7 1.0 1 'i 1.3 1.8 2.1 2.7 2.7 3.3 3,3 1.7 0.7 0.7 0.5
Tobacco 0,9 1.4 1.7 2.6 ~ ~ ') ~ 2.1 O.B 0.8 O.B 0.4 0.5 0.6 0.5~\..) ~..)

Banana 15.6 15.6 15.6 11.4 B.l 6.8 9.0 4.0 3.0 7.0 N.A. ttA. N.A. N.A.
Tomatoe:; 92.5 92.5 110.B 98.6 104.7 90.4. 99.9 103.0 104.0 125.0 N.A. N.A. N.A. Il.A.
Oranges 129.0 129.0 90.B 12B.0 150.4 150.4 51.5 19.0 21.0 N.A. N.A. 11.A. N.A. ILA.
Garden Eggs 10.1 10.1 21.3 30.5 26.5 28.5 26.0 12.0 12.0 12.0 N.A. II.A. N.A. N.A.

Oil Palm (fresh
fruit bunches) 696.0 696.0 711.2 7B2.4 916.5 901.3 290.6 739.0 935.0 1012.0 N.A. N.A. !1.A. !tA.

--------------------------------------------------------------------------------------------------------------------------------
SDUrCE': Ministry of Agriculture except as noted below.

(i) Production volume figures for cocoa are reported by the Cocoa Marketing Board. Production data for cocoa refer
to crop years, beginning 1970/71 and ending 19B3/64.

(ii) Production data for rubber are only for Ghana Rubber Estates ltd. (formerly Firestone Flantation) which accounts
for 75i. of total rubber hectarage in the country (9,000 ha out of total 12,000 hal.

(iii I Production figures for cotton are from the Cotton De~elopment Board.
(i'll Production data for tobacco are from the Ghana Tobacco Co. ltd.

N.H. - Not Available.
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~UR JAN FEB KAR APR KAY JUH JUl AUG SEP OCT NOY DEC

-:: AWI-DIlA

198; 36.6 86,r2 92.5 173.4 106.(1 100.9 142.8 182.3 275.1 295.4 21.5 45.2
Raindays 2 6 11 13 13 11 18 24 23 19 ~ 5

A\~u~5E RAINFALL - AY-Ilt-DDA

1976-85 11 74 148 167 "'1~ 191 104 63 13& 204 101 36~'"'
Raindays 3 7 11 12 16 19 14 13 i3 18 11 4

h'BiCHI

1986 4.2 11.0 116.8 164.7 102.·~ 114.4 100.3 109.9 17B.3 219.8 47.5 0.0
Raindays 1 ~ a 9 13 11 6 10 17 '1':1 6~ .. ~

1987 0.0 24.2 132.4 34.1 144.4 116.6 134.0 156.9 297.8 201. 5 B.B 0.4
Raindays 4 6 7 14 13 12 18 21 12 12 1

A~tF.AEE RAINFALL - WENCHI

1946-80 8 34 95 147 167 174 87 74 18B 208 56 18
Raindays 1 4 9 11 13 15 10 8 17 19 -r 2J

I!A

1986 0.0 ' ~ 8.1 33.2 69.2 59.3 107.9 81.5 135.1 24.9 '1 '1 0.0~.j .....
Raindays '1 3 4 10 6 6 13 17 5 '1

i. ..

1987 0.0 0.0 IB.6 30.3 30.4 104.2 96.6 294.6 104.6 97.5 0.0 0.0
Raindays ., 5 6 14 14 19 12 11.\

Av'ERA5E RAINFAll - HA

. i
35 193 2091946-80 4 9 84 128 135 157 90 14 6

Raindays 1 2 4 7 10 11 13 15 17 8 2 1. ,

BOLE

, ' 1986 0.0 3.8 59.2 bO.6 152.7 147.2 156.9 126.8 189.B 124.1 13.3 0.0, .
Raindays '1 4 S 12 7 19 13 12 5 3..

-.; 1987 0.0 B.4 51.6 50.4 81.1 176.1 105.0 192.0 211.9 108.4 1.3 0.0..
~ Raindays 1 2 7 8 11 11 20 19 5

; ; AVERASE RAINFAll - BOLE:

1962-8ci 1 11 56 101 127 143 183 141 203 1"" 25 11..~
&" " Raindays 1 1 6 8 11 11 13 13 17 12 '1 1. '"

..
i

'. ~

. ~: .~ -63-
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Anne" 11-6

CONTRIBUTION OF VARIOUS CROPS TO (AGRICULTURAL) GOP 1987

Total Agric. GOP(l987)

'....

.. ~

.~

C R 0 P

Cassava
t'lai ze
Fish
Cocoa
Cotton
Tobacco
Sorghum/Nillet
Rice
Oil Palm
Yarn
Plantain
Cocoyam
Vegetables
Poultry (birds)
Sheep
Goats
Cattle
Forestry Others*

1987
Production

(ton)

2,000,000
470,000
350,000
210,000

2,000
2,000

300,000
71,000
50,000

800,000
1,000,000
1,000,000

125,000
6,000,000

500, ()OO
50(),OOO
200 , O()()

Avera.ge
Price
CITon

(Wholesale)

40, ()OO
40,000
80,000

352,000
22~1,000
136,000
2~I,OOO

80,000
90,000
70,000
60,0()O
50,()OO

1 ()O , 000
bOO

4,000
:!'. , O()O

100,000

C mi 11 ion Share
01

Revenue G D P

80,000 17i:
18,800 4·",.
28,000 6"I.
74,O()()(1987) 15;-:

450
272

7,500 21.
5,700 11.
4,500 1./

10

42,000 91.
60,000 13;:
50,000 10i:
12,500 3;-:

3,bO() 1·'I.
4, ()OO 1'",.
3,000

20,O()O 4·",.
60,000 1 ... ·'..:.>1.

-------
475 billion lOOl.

* Estima.te

Source: PPME, Ministry 01 Agriculture (1987).
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Annex II-7

. • ! . -..,

:-----------------------------------:------------------------------------:--------------------------------:---------------------------------I TE"

BESTAVAILADLE COpy

1 '184

: Quantity (lUT) ValUE! ($) :

I " P 0 Po TS

1 9 8 5

-.
lluantity (!!/T)

1 '1 B l:

ValUE! ($): lluantity (HIT) ValUE! ($) :

1 q B 7

Quantity (tilT) ValUE! ($)

---------------------------------:-------_.--------- -----------:------------------------------------:--------------------------------:---------------------------------
90.72(2016 bls) (l.%~,m 47.52

159 v.112m 393.28
20,632 ~,.2660

279 O.060m 1,319
33,213. 18,822

71,530 17.458m 45,000
20,340 17 ,900

740 O.05m
30,110 5. 904 III 30,319
8,814 2.0m 29,730

100,112 ds +2000 dr l.939111 100,000 tis

550
8,046.20 2.242m 6,520.30
5,757.80 0.944 20,100
1,300 2.011

Pig Feet

Rite

A
Haize

Wheat

Wheat Flour

Sugar

Cocking Oil

Hops & Halt
Ferti li:er
Meat

Meat in airtight
tontainers

Fish

Canned Fish

Poultry
Margarine/Butter
Tea
Vegetables
i'!iIk Produds

Sugar confe:.

GovL Purth.
Frivate
GO'll.
Private
Aid
Govt.
Aid
GO'll.
Aid
Prhate
Aid
GO'll.
Pri'late
Aid
GO'll.
Private
Aid

Govt.
Private

Private
GovL
Private
Private
Aid
Private
Private
Private
Private
Aid
Private
Sovt.
Private

136.45(3022 bls)

4,640

4~" 745
38,000
11,340
25,000
61,758

250
854.2

8,422.1
2,200

2,118

9,127

l.010m

6.770m

5.1l2m

15.630

0.930m

(I.809m

l.133m 5,000

900

26,960

1.550m

0.4600

1,925.16

50,556 ttns

900

7,500 :in

O.033m
v.270m

O.290m

a.380m

, " ....
c.b~J1r:

1.520m
0.020m

1.785m
2.827m

O.133~

37,657.77
10,000
10,000

130,000
10,CiOO

1,095
12,500
"Til Qi'A ·1.~
I.." , "",· .... L..,

170, (I,jO t tns

138,139 ttns
10,226
27,200

2,000

900

O. 2(i3.~

S.368,'ll
2.0m
1.27511

18,730.013
2.0m
4.432m
O.342!
2.826m

17,856.00

1.642;n
.160m

1. 334m
2.58315
9.686m

O.041m
O.031c

0.620m
0.61211l
O.H6i!!

0.03311
O. 04q~!
O.l11m
O.l72l!l

O.019:1i

-----------------------------------------------------------------------------------------------------------------------------------------------------------------------------
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I\nne% II-B

LIVESTOCK POPULATION
(in thousands)

LIVE AHIrJALS 1970 1971 1972 1913 1974 1975 1976 1977 1978 1979 19BoJ 1981 1982 1983 19B4 1985
-----------

Total
Population 14,077 14,921 15,634 16,310 17,155 12,591 15,423 18,643 19,OOi 19,378 19,7~18 Pi /.,')Q 9,841 f {} ~c,7 11 iY\~ 15,016... ..,'w ..w ."po~. .. ,,,.~.~.

Cattle 926 755 839 876 912 910 384 625 643 662 682 1,536 1,859 1,002 1,078 1,065 ..

Sheep 1,315 , ""':7 1,421 1,506 1,606 1 'l'l'" 1,438 1,969 2,033 ? (,OQ 'l H7 I Pi' 1,540 1,750 1,977 1,987.,,).., , .... .:J .. ,,,•• r .. ,.~. .,~wO

Goats 1,356 1,615 1,587 1, ~,59 1,616 1,935 1,674 1,920 1,958 1,997 2.037 2,031 1,310 1,53'1 1,678 1,605

Pigs 280 300 324 334 383 270 "'~R 569 522 597 609 245 269 317 4(ij
.,,,,

.:JL~ !! • .)

Poultry 10,200 10,814 11,463 12,036 12,638 8,253 11,098 ... C' /'. 13,796 14 ,025 14,263 14,263 10,160 4,863 5,949 iO,024.:J,JoIJ

Source: Veterinary Services (Ministry of Agriculture
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Anne: !I-9

ilOl!ESTIC CATCH, FISH, IMPORTS AND CDHSUl!PTION
f!luanti ties in Tells, Values in !!illien Cedis)

HEll 1970 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985

1. Imports ,\(, 'l 16.4 18.0 'j-' I 17.0 42.9 16.2 2.7 c ., 10.0 5.0 oj "
.,

'101''10",,- L ...... oJ,\,\ .... .i. ,I

2. DDmestic: Catcr.
a. Marine 1~,7. 5 249.1 155.3 182.1 217.7 195.5 "'1' "- '1?? t 188.0 184.1 2ijO.4 199.1 20:1 231. 5 '1~4 "ii.c.L L ........ ...) .1.

b. Volta Lake 39.9 32.4 40.7 ~7 ~ 41.9 39.0 35.0 40.0 40.0 40.0 42.0 42,0 43.0 41.0 43.0;), .;)

c. Sub-Total 1B7.4 281. 5 196.0 219.4 '1'iQ . 234.8 261.2 262.1 228.~! 224.1 240.4 241.1 248.0 272.5 277.2L~ .. C

., Landings,I,

Foreign Vessels 22.0 (I C 1.0 4.9 0.9 1.3 1.4 17.8 1.1 0.5 1.5 0.8 8.37 2.12• J

4. Tuna Sold Locally 0.5 0.3 0.4 0.9 L.'1 5.0 2.7 1.6 2.1 4.0 9.0 10.5 ! • ~~\ 5.815 10.07
Total 2~!O.O 298.7 215.5 247.3 275.3 ?Q'1 (j 281. 5 284.2 236.2 228.8 250,0 247 .6... ..,L. ".

Total Consul'ption
i 1+c +3+4)

Values in '000 cedis
Imports 13.9 11.8 11.9 16.9 14.5 18.2 13.5 7.5 16.8 9.0 4.5 3.1 3

Domestic Catch
Harine 27.3 45.9 53.0 60.6 102.9 110.1 160.5 301.6 ! 502.5 10~,B.3 1888.5 9:10.2 2576.0 r~I"\"" .'\ 8174.0\,:j'1L.IJ

Volta Lake 8.9 4.9 9.0 11.9 12.6 11.7 35.0 70.0 40.0 80.0 80.2 95.0 86.0
Sub-Total ~, ~ 50.8 62.0 7C 'i 115.5 121.8 19~..s 371.6 542.5 1138.2 240.0 1045.2~c.,::; , J".

Landing Foreign
Vessels 2.7 0.1 0.2 2.1 0.3 0.4 0.5 10.0 0.7 0.5 47192.5 34281.9

Tuna Sold Locaily 0.1 0.1 0.2 0.4 0.9 0.9 0.8 0.8 1.7 5.2
Total 52.'1 62.9 74.2 91.9 131.1 141.3 210.3 389.9 561.7 1144.0

Source: AWorld bank country study: Shana 1984 Pg. 95
Fisheries Department, Ministry of Agriculture Statisticai Service: Economic Surveys.
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Annex II-I0

GHANA EXPORT PROKOTIOH COUHtIl

EXPORT PERFORKAHCE OF THE NON-TRADITIONAL SECTOR
JANUARY-DECEKBER 19B7

PROVISIIl!!AL

VAL UE

. :;

PRODUCT/EXPORTER

Non-Traditional Products:
Totals of which

Agricultural Products:
Totals of which

IlUAliTITY US$

28,837,729.35

CEDI EQUIVALENT (C)

4,642,705,450.12
"

2,997,5B1,395.44

.- -,

, '

Guantity: Teones (unless otherwise stated)

Value: U.S. Dollar (US$/Cedis (C)
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Annex 11-11

GHANA AGRICULTURAL SECTOR REVIEW

TRADITIONAL AND POTENTIAL YIELDS
UNDER PREVAILING ECOLOGICAL CONDITIONS IN GHANA

... '

Food Crops

Rice (paddy)
t'lai ze
Sorghum
Ni 11 et
Cassava
Yam
Groundnut (in shell)
Co~~pea

Industrial Crops

Traditional
(kg/ha)

l~OOO

1~200

500
40()

5~OOO

5~OOO

800
200

Progressive
(kg/ha)

2~O()()

2~400

l~()OO

800
7~OOO

B~OOO

1~500

BOO

Irrigated
O~g/ha)

3~50()

Cotton (seedcotton)
Tobacco (flue-cured)
Sugarcane (cane~ ton/hal
Oilpalm (oil)

Export Crops

500 l~O()O 1~500

2~IO 750
20 35 65

BOO 2~OO() (estate)

Cocoa
Coffee
Rubber (dry rubber)
CClconut (copra)

Notes:

250
250
.qOO

l~OOO

500
50()

l~OOO (estate)
3 ~ ()OO

(1)

(2)
(3 )

(4 )

( 5)

Yields of tree crops refer to non-estate crops~ if not
otherwise stated.
Yields of annual crops refer to mono-cropping.
Yields for irrigated crops have been mentioned for rice~

sugarcane and cotton only~ being crops with the highest
potential for irrigation.
Anticipated yields for progressive farming and for estates
are mission estimates and~ where possible~ related to
experimental yields (70%).
Maize yields are for transitional and forest zones; yields
for savannah areas would be 15-25% lower.

: .

Source: World Bank
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Source: 1) Ministry of Agriculture
2) World Bank Report No. 5366-SH. Shana Agricultural Sector Review

August 6~ 1985.
3) AOB Appraisal Report BHABiPAAA.6H) Ghana Agricultural Sector

Rehabilitation Prograc~e.

l Provision esti~ates froe eMS.
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Anne: I!-13A

Wholesale prices
deflated by nonfood rural CPI

liuinea
Year "aize corn Rice "illet

SHA!!A
A5RICUl~JRAl SECTOR REVIFw : 1985

Producer prices
detailed by nonfood rural

Plan- 6round- Coconut Pals 6nmndnut ---------------------
Yals Cocoyas Cassava tain Co.peas nut Banana To~atDes Oil Oil Oil Cocoa Cotton Tobacco

1970
1971
107?
'q~~

LJ:J

1974
1975
1976
1977
1978
1979
1'180
1981
1982
1983

117.13
112.80
148.27
137.65
123.62
122.38
193.50
233.10
113.04
112.79
177.10
151. 53
137.20
337.96

172.73
171.24
177.90
216.60
189.97
154.64
269.23
346.24
IBO.Ol
153.06
291.63
186.84
225.32
350.67

269.30
262.06
323.48
":'-" "7,)·)0 ....

304.88
333.17
473.34
386.65
249.63
200.07
353.09
232.90
379.36
550.15

174.49
176.75
182.73
204.35
194.Sa
153.16
264.54
253.12
186.97
157.90
229.10
185.5'1
232.46
318.12

95.10
107.28
105.33
111. 74
118.11
128.68
129.04
154.91
121.01
105.67
103.16
83.22

102.03
141. 99

68.36
79.01
79.58
87.11
86.03
70.73
75.96

182.54
104.32
90.35
91.19
86.95

107.04
210.93

42.78
52.81
56.66
50.05
48.77
59.50
87.78

128.43
56.88
46.70
65.25
73.14
72.41

137.39

55.86
77.65
64.03
82.58
96.38
71.06

100.15
172.50
136.40
95.83
91.73
64.86
79.05

140.81

212.78
227.31
234.58
241.77
317.48
262.50
290.47
341.91
205.61
276.57
315.51
354.30
356.15
533.73

2E7.50
"" r C""l'
LbO",!/

268.54

337.02
321.08
421.24
466.40
36b.li
380.'13
361.69
355.99
498.94.
488.91

43.04
44.16
42.42
40.57
40.44
44.63
6S.31
69.44
53.64
51.79
57.54
51.25
52.01
66.91

133.86
125.10
148.86
176.07·
150.46
156.46
169.76
184.25
112.7b
147.54
136.06
116.66
137.19

593.72
621.07
790.85
850.24
826.45
698.22

1040.26
954.95
902.38
843.12
639.07
923.43

1120.84

538.53
648.07
756.40
~?1 <,~I ••• ~~

809.56
822.01
832.86
918.98
798.40
803.10
573.91
893.21
901. 50

855.21
723.50
709.49
9~,1.13

941.86
967.66

1151.36
1317.20
1103.68
998.60

1105.56
967.73

1302.84
1709.16

292.70
27.5.'18
314.43
327.22
337.18
286.6B
248.33
261.24
248.34
262.24
171.06
234.58
206.04
.. ,.. •......
1~Jt.t!U

180.00
I~Q ~.,
••. " I ..

154.68
134.17
135.17
107.74
261.33
150.8i
122.93
86.54
56.45
25.80
22.66

810.00
905.15

87'1.55
731.14
B66.80
631.26
411.46

383.53
458.86
483.72
429.24
736.02

Wholesale prices
deflated by rural CPI

liuinea
Year "aize corn Rice "ille! Yals Cecoyas Cassava

Plan
tain Cowpeas

6reund
nut

:

Banana TOlatoes
Coconut

Oil
Pall
Oil

Eroundnut
Oil

Producer prices
deflated by rJral CPI

Cocoa Cotton Tebacco

1970 117.13
1971 109.82
1972 145.05
1973 132.28
1974 122.47
1975 119.45

1978
197'1
1980
1981
1982
1983

172.37
165.12
96.44
85.S3

128.25
114 .64
96.47

207.50

172.73
166.72
174.02
208.16
188.20
150.95
239.83
245.27
1~13.57

116.47
211.18
141. 35
1~IB.43

215.31

269.30
255.14
316.41
323.16
302.04
325.20
421.65
273.90
212.96
152.25
255.68
176.19
266.74
337.78

174.49
172.08
178.74
196.39
193.07
149.50
235.65
179.31
159.51
120.16
165.90
140.40
1b3.4~1

195.32

95.10
104.45
103.03
107.39
117.01
125.60
114.95
109.74
103.24
80.42
74.70
62.96
71. 74
87.18

68.36
76.92
77 .85
83.72
85.23
69.04
67.66

129.31
89.00
67.76
66.03
65.78
75.26

129.51

42.78
51.41
55.42
48.10
48.32
58.08
78.20
90.98
48.53
35.54
47.25
55.33
50.91
84.36

55.88
75.59
62.63
79.36
95.48
6'1.36
89.22

122.20
116.37
72.93
66.43
49.07
55.58
86.46

212.78 287.50
221.30 259.52
229.45 262.67
232.35 311.73
314.52 333.88
256.23 313.40
258.75 375.24
242.20 33;).39
175.41· 312.39
210.47 289.88
228.47 261.91
268.04 269.31
250.42 350.82
330.77 300.18

43.04
42.99
41. 50
38.99
40.06
43.57
60.85
49.19
45.76
39.41
41.67
38.77
36.57
41.08

133.86
121. 79
145.61
169.21
149.05
152.72
151.22
130.52
96.20

112.27
98.52
88.25
96.47

143.76

597.66
578.02
607.49
760.03
842.33
806.70
621. 97
736.91
814.70
666.70
610.54
483.48
649.28
688.18

505.24
524.29
633.91
726.93
714.81
790.21
732.2~

589.91
784.01
607.57
581. 55
434.18
628.04
553.50

855.21
709.24
'q~ q~
C:. ~\ •• l:l

914.06
933.0S
944.54

1025.63
933.09
941. sa
759.92
800.58
732.11
916.06

1(149.39

292.70
269.65
3Cii.56
314.47
334.04
279.83
221.21
185.06
211.96
199.56
123.87
177.47
144.87
112.98

180.00
165.23
151.30
128.94
133.91
105.16
232.79
106.87
104.87
65.9b
40.86
19.52
1~,.94

60.50

810.00
881.22
933.01
845.27
724.33
846.08
562.32
291.47
282.84
291.86
332.28
369.73
301.81
451.90

-------------------------------------------------------------------------------------------------------------------------------------------------------------------~-----

~~ur~e: World Bank
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ANNEX II-13B

' ..

(ai (d)

NOMINAL PRICES OF SOHE CO~ODITIES CONVERTED TO
REAL PRICES FOR 1983-1987

Cocoa (II) !!aize (e) Rice (c)

Year

Rural CPI
Coabined
1977 = 100

Rural CPI
(1977 base)
Converted to
1970 base

World Price

Per Ton

Nosinal
Producer
Price
Per Ton

Real
Producer
Price
Per Ton

(5) as
!

(liorld
Price (4)

!!oainal
Producer
Price
Per Ton

Real
Producer
Price
Per Ton

NOlinal
Prcduc!!r
Price
Per Ton

Rea!
Producer
Price
Per Ton

(1)

1983/84
1984/85
1985/86
1986167
1987/88
1988/69

(2)

3,652.4
3,973.6
4,824.3
6,590.6
7,009.7tt
7,009.7ttt

(3)

17,702.9
19,2~19.7

23,385.0
31,944.1
33,975.5
33,975.5

(4)

83,723
9f.. ,.~~w, 'J/I

183,676
229,865
313,600t

(5)

20,000
30,000
56,600
85,500

140,000
165,MO.

(6)

1.1
1.6
2.4
'1 7... )

4.1
4.9

(7)

?'! Q....I.,

31.2
30.S
~~ '1
;)/ ...
44.6
50.0t

(8) (9)

20,000 (1985) 1.0
Lb,UUU (1986) 1.1
42,000 (19BIl 1.3
48,000 (1988) 1.4

(10)

?~ {ii){'.. "".......
29~OOO

43,000
67,Oi3

(11)

1 'j

1.2
1.3
2.0

(a) Statistical Service, Shana in Figures, 1987.
(b) Cocoa prices provided by CMB.
(c) GFDC reco~~ended purchase prices.
(d) Conversions by Technoserve Team.

t assuffied by Government
tt as at January 1988

ttt assumed as constant

Source: HB Report No. 6635-GH, 30th March, 1987
Ghana Policies and Issues of Structural Adjustment.

Note: Estimated ~orld marKet price based on the Economist Intelligence Unit
(1st Gtr, 1988 Report).
$O.aOilb fcrecast cf cccca price.
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Annex 11-14A

COST OF PRODUCTION - 1 HA OF MAIZE

t1A I ZE

· ,
i

Item

Seed:

I\IPI< :

Sulphate of Ammonia

Rate

37.51bs of seed
maize @ C701l b

5 bags C200()/bag

2.5 bags CiOOO/bag

- C11,50()

C 4,000
}

I. of Total
Cost

3.6

21.2

, . ~ Jute bags for
r~ady maize 17 @ C500/sack - C 8,50()

Labour 10r land clearing
to food harvesting 14() mandays @ 25()!day - C35,O()O

11.6

47.9

-,
· 1
; .~

'.

TOTAL COST

Interest (701. of total cost as
being borrowed at 26.5% p.a.

Total cost 01 Production/ha.

- C61,625

- Cll,431

= C7:::. ,()56

15.7

100.()

: "

::~·".;· '.

YIELD: 180(H~g / ha

= 180()'~g X C480()/ l()O'~g = C86,4()()

Net Financial Return/ha = 13,3.lJ4
r·" "~.

J:.{
~' :•. Marginal Revenue of

using fertilizer = (1800-10()O)kg x 48()O/1()Okg = 38,400

Marginal cost for
applying fertilizer = Fertilizer +

cost
f>landays

in applying
+. F'larginal

Interest cost
· .', ,

=

NR:>f>1C

15,5()O + ::r.,OO() = 21,932

, ;
~I * Production costs (i.e. land preparation,

seeds, fertilizer, etc) average about C30,OO()
per acre, in Ghana.

Source: f>1inistry of Agriculture AGS 1988



ANNEX 11-148

PROFITABILITY OF RICE PRODUCTION - 1 ACRE

Inputs
NPK Fertiliz~r

Sulphate of Ammonia
Jute bags for ready crops

Seed rice 80lbs @ C100/lb
2 bags @ C2,000/bag
2 bags @ C1,000/baq

10 pieces @ C500/bag

8,000
4,000
2,000
5,000

'.,

Labour for land preparation - 12 mandays @ C250/m-day
Sowing/planting including 2 mandays
for basic fertilizer application 8 x C250

1st Weeding 10 mandays 10 x 250
2nd Maintenance & Scaring of Birds 22 m/days @ 250
2nd Fertilizer application Top dressing 2 m/days x 250
Harvesting 32 mandays @ 250

Total Cost

Yield = 820kg/acre
Selling Price (per 82 kilo bag

Total Rev.

=

=

=

3,000

2,000

2,500
5,500

500
8,000

40,500

44.000

~ .\.. ':

... /
; ",

. ',:

Financial Net Return/acre
Thus Financial Net Return/ha

-78-
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C8,750
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Annl!l II-He

DETERKIKATIOH OF "INIKUn GUARANTEED fRICES
FOR MAIZE AND RICE

1. Cost of Prod. BtF
from Annex 11-16

2. 26-1!2! pa. of 70%
of (i)

3. 57. for contingency

4. 57. for management

- C24,650

4,573

1,233

1,233

Cost of Prod. B/F

26-1/21. pa. of
707. of (i)

57. for contingency

57. for management

- C40, ~IOO

7,513

2,025

2,025

5. Yield = 720kg l.40) + 0.6 (400 kg)
: 2881:g + 240i:g
: 528kg/acre

Yield = 1000kg (.b\ +.. O.4(1400/ha
= bOO + 5bOkg/ha
: 464k91 acre

6. Total cost (1+2+3+4) : C31,689 Total cost =C52,063

" Therefore Minimu~

guaranteed price for
a bag of paddy rice
weighi~g 82 kg. =C9,200

" .

7. Nin. guaranteed
price, per kg.

Thus, the minimum
guaranteed price
for a bag of maize
weighing Hllj kg.

= C 60.0

= C 6,000

Min. pr lcelkg : C 112.2

r

!. :

Bovernment's minimum
guaranteed price

•• Breakeven yield

=C4,800

=C24,650

Bovernment's minimu~

guaranteed price =C 5,500

•• Breakeven yield = C40,500

", -
...
"! . ~

'.
• : i

4,800

= 5.1 bags

5,500

=7.4 bags/acre
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Annex ]]-15

DEMAND AND SUPPLY OF N.P.K. 15-15-15 FOR CEREALS

N.P.t:::.
Demand for lmports ,: of Demand

Year1: Cereals ( t·1t ) of NPI< (t'1t ) Supplied
------------ ----------- ------------

1975 201225 16075 8
1976 210700 ~.6626 17.4
1977 192000 4200 ,., ,.,.........
1978 1612~1() 15896 9.9
1979 2::HOOO 39650 17.2
1980 20~1~100 ~t9650 19.2
1981 206000
1982 208000 20000 9.6, ..

176250198::::.
1984 220000 24550 11.2
1985 2137~,O 21362 10.0
1986 217500 33()() 1.5

Source: Ghana Sectoral ]mport Programme - Fertilizer

*]n 1988~ 13000 mt of NPK "fertilizer were
brought in by the Dutch govt. Another
1900 mt of sulphate of Ammonia arrived in
Mid-April~ 1988. These imports have been
timely.

,:".,
"

I; '\0-

~ .,,~

~.

~ ::
• :1
~ . ':

\ .X

.' -80-



AliNE! 11-16

'1988 PRICE DETER"IHATIDH BY ASRICUtTUP~L POlICY
CO-ORDINATInK CU""ITTEE'S FORKUlAI BAS OF 50KG. OF FERTILIZERS

SU!.PHATE OF t1URIATE OF
COST HE" . 15-15-15 AKtlUlnA POTASH 10-20-15

1. elF Cost Cl,928.76 Cl,118.30 Cl,726.02 3,;)36.89

'1 Bank Charges 51. 96.40 55.92 86.30 151.85....

3. Interest on Bank loans 7.51. 144 .65 83.87 129.45 227.77

4. Transport and other charges
from Tema to Tama!e 650.00 650.00 650.00 65~.00

5. Total Expenses 2,819.81 1,908.09 2,591. 77 4,Q66.51
;.

b. Importers Margin (7.51.
of Item I) 144.65 83.87 129.45 227.77

7. Wholesale Price {Item 5 + 6} 2,964.46 1,991.96 2,i21.22 4,294.28

8. Retall Margin {l0i. of Ite!!! 7} 296.45 199.20 272.12 429.43

9. Retail Price without subsidy
(Item 7 + 8) 3,260.91 2,191.16 2,993.34 4,723.71

10. 307. Subsidy 2,282.64 1.533.81 2,095.34 3,306.60

11. Recommended Price 2,300.00 1,600.00 2,100.00 3,300.00

----------------------------------------------------------------------------------------------
Source: PPME, Ministry of Agriculture

· .

~.~
·., .

..~ ~
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-fl1-



.. ',

.. ~

" .

r.l~~.

('. :~

: .f'
:." I
~ :'

" ,

,

DEMAND AND SUPPLY OF IMPROVED SEED MAIZE

Source: Ministry of Agric, PPME, February, 1988
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ANNEX 11-18

,

FINAL EVALUATION - MIDAS II (641-0102)
NOVEMBER 1985, USAID GHANA

The Ghana Seed Company was established with the expectation that it
would be able to operate on a commercial basis in providing improved
seed to farmers. The assumption that technical persons from the
Ministry were to operate a large commercial company was unrealistic
and unfair to d group of dedicated civil servants assigned to this
task. Despite the lack of business orientation, the company, with
the help of a U.S. contractor, embarked on the task of fabricating
the structure of a seed company. During its initial period little
thought was given to its management and accounting functions.
However, by 1982/83, subsidies, high demand for seed (for food as
well as planting material) and free vegetable seeds tended to
distort GSC's management difficultiEs.

USAID probably gave the company more commodities than it could use
effectively. The management and accounting staff ~ould not cope
with the demands of a rapidly growing company. Its ability to make
the best use of commodities and technical assistance was hampered.
USAID and the Government should have paid closer attention to the
1983 mid-term redesign effort as well as the 1984 mid-term
evaluation, both of which raised legitimate issues which tended to
be ignored by all parties.

The GSC is not integrated with other Government services such as
extension, development projects, research stations and other seed
handling institutions. This has tended to 1ractionalize the seed
industry in Ghana •

The Seed Company's lack 01 attention to supply/demand analysis,
pricing policy, grower contractual arrangements and cost' accounting
01 its own operations has le1t it vulnerable in these di11icult
times. Current operational practices and lack 01 management,
accounting and marketing support are not conducive to 1urther inputs
by external donors or the GOG. The company has had dii1iculties
complying with the provisions 01 the Ghana Companies Act, e.g., it
does not comply with 1inancial reporting requirements, does not
maintain an assets register and does not maintain proper control
over revenues and expenditures by area managers and departments.

The Seed Inspectorate Service is deemed a necessary adjunct to a
sound seed program. However, the present act just approved by the
Government now needs to be implemented with a realistic plan 01
- +.ac ~J.on .
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Recommendations

Given that a seed multiplication~ processing~ storage~ certification
and distribution function is needed in Ghana. to ensure continued
progress toward increased productivity~ a fundamental reorganization
of the seed multiplication~ storage and distribution functions
should be undertaken. The guidelines for a new entity should be as
follm"s:

reorQanize the Ghana Seed Company and the establishment of a
joint company with the GOG and private shareholders;

reduce the scope of the
foundation seed farms near
obviate the need to run
roads over long distances;

company's activities, e.g., locate
area offices where feasible to
tractors and equipment on rough

organize the company so that its
major maize and rice growing
Kumasi and Tamale~ respectively;

major
areas

and

activities
in Ghana.

are near
This means

install a three person Management te~m to organize and operate
the new company and assign them to work with the company
consultants. Review progress every six months with the target
for complete phase-out of consultants no later than four
years. As a first step in this effort~ the evaluation team
recommends an expert team of two or three persons who have
operational exp~rience with Seed Companies to work with a GOG
t~am to design and negotiate the basis for a new company.

" J

.. i

~- .~.

, .,

\ .' ~

Source: USA1D/GHANA: November~ 1985
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CropI
Tt't:hniques

tiet Net Doeestic
Financial Financial MOllinal EffectivE! Resource
liet Returns Met Returns to Rate of Rate of Cost

Yield per ha. FaIIilYlabor Protection Protection Coefficient
(kg.hal 11 (CI (C lIanday) (I) (II

------- --------- ----- -------- ----------

~,50 3,514 27 -62 -64 0.62
1,000 14,072 63 -62 -69 0.61

1,000 14,(m 63 -62 -74 0.62
1,500 18,144 76 -62 -6e 1.08

1,000 61 /.,/ -51 -52 0.18~I

1,000 52,649 863 20 17 0.14
1,500 74 ,460 1,064 20 25 0.16
3,000 157,395 1,574 20 20 0.16

7,000 37,130 2,475 50 57 0.14

~!OO 4,427 260 -80 -73 0.19
175 1,065 118 -SO -73 0.22

Oil Pale
Outgrowers (Advanced)

Cot:oa
Replanted
Rehabilitated

Rubber Rehabilitated

Coconut (Copra)
Tradi tional
Improved
Advanced

Seed Cotton
SEmi-ImproVEd
Improved - Draft
Improved - Mechanized

(tr actor)
'Irrigated -Large-Scale

:..

; .

1/ Yields are for paddy; cereal equivalent for maize/cassava; groundnut in shell; seed cotton;
dry rubber content; copra for coconut; fresh fruit bunches for oil palm; and beans for cocoa.

21 Negative value added at world prices. '
3/ Discounted (at 10%) average annual net return per ha over 2 years; discounted return to family labor is for

total labor over 2 years.
4/ Four year cycle; 800 kg for maize in year 1; 4200 kg for plantain in years 2 and 3, and 2200 kg in year 4;

600 kg for cocoyam in years 2 and 3, and 200 Kg in year 4.
51 Discounted (at 10%) a~erage annual return per ha over 4 years; discounted return to family labor is for

total labor over 4 y~ars.

61 Net calculated.
. .~

". Source: World Bank, Agricultural Sector Review, 1985, Report No, 53b6-SH •

." ;

,-
, ., .
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ANNEX 11-20A

PROFITABILITY OF SORGHUM PRODUCTION - 1 ACRE

INPUTS

Seed Sorghum
NPI~: Fertilizer
Sulphate of Ammonia

Land Clearing & Land
Sowing/Planting
t'1aintenanc:e
Hat-vesting

Yield
Sell ing Price

20 ] bs @ C70/l b
2 bags @ C2,OOO/bag
2 bags @ Cl,OOO/bag

Preparation 18 days @ C250 -
6m/days @ 250

26m/days @ 250
15m/days @ 2~IO

Total Cost

1100kgfha or 440~gfacre

C8,0001100kg bag

C 1,400
4,000
2,000

4,500
1,500
6,500
:;::.,750

C23,650

35,200

'.,

1

.; !

... '

{
'.'.

. .

Financial Net Return/acre
Thus Financial Net Returnfha

-87-
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ANNEX II-20B

PROFITABILITY OF MAINTAINING AND HARVESTING
1 ACRE OF COCOA

Cost of Establishing 1 acre of cocoa.

Inputs

Seedling
Plantain Suckers

Land Clearing 28 mandays for
ielling to lining & pegging at
Land Preparation and planting

1st Naintenanc:e
2nd r'1ai ntenanc: e
Fertilizer applic:ation

Sub-Total

bOO >0: C30/seed
600 x C20/sucker

250/manday
18 mandays at 250

6 days.;'C 25()
2LJ days ;'C·25(1
10 mandays .

C
1,800
1,200

7 ~ ()(10
LJ~500

1~500

6~OOO

2~500

24~5()()

Assume 151. c:ontingenc:y ior management~ Int. on Loan~ etc:
Total Cost ior 1 year

2nd to 4th Year ior Maintenanc:e

3~675

2B~175

Labour at
Maintenanc:e aiter 4th Yr.
Harve!:.ting

LJ5 mandays/yr @ C250/day
::r,O rnandays C250
28 mandays/yr @ 250/day

33~750

7~5()O

7~OOO

Plus 151. contingenc:y ior management~ spraying~ etc:.
Grand Total Cost c:omputation

(1) Rec:oupment of Ist-LJth Yr. c:ost within
15 years ec:onomic: life span
Regular maintenanc:e c:ost
Harvesting
Plus 151. c:ontingenc:y

Grand Total Cost per Ac:re

Yield is assumed at 240kgs/ac:re or 8 bags
eac:h weighing 75kgs.

LJ~128

7~500

7 ~ 0(10
2~175

2()~803

Thus Breal~-even pric:e for 1 ac:re
of c:ocoa yielding 240 kgs/ac:re

1986/S7 nominal c:oc:oa produc:er pric:e was
(see Annex 11-13)

And that of 1987/88

-88-
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(Cost of Establishinq 1 acre of cocoa.) CONT"D.

At current low ~orld market price of about
885 pounds per ton, i.e. about $1,792/tonne,

Gross Rev/ton to Govt.

c

336,896

Assume 1988/89 cocoa producer price
is 165,OOO/tonne the same as 1987/88

At the price of C150.3/kg, the cocoa
farmer will have received 44.6% of the

world price, an increase in the nominal
producer price of about 7.4% though
the Govt. would have maintained its
implicit ta~ of about 55% (including
Cf1B overhea.ds).

C150.3/kg 150,255.61

. i
'.'

- ~

I

• 'r

:. ;

• 1

At the price, Net return per acre = (150.3-86.7) 240

Thus, Net return per ha,

-89-
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ANNEX 11-21

PROFITABILITY OF INSHORE CANOE FISHING

Assumptions: (i)
( i i )

Canoe equipped with outboard motor
Fishing days - 200/year,
60 days for High Season (herrings) and
140 for tuna and trigger fishing.

Costs: (iii) Depreciation Cost.

Canoe
Nets
Rope!:., etc.
Outboard t'lotor

Value

Cl,OOO,OOO
1,200,000

400,O()()
400 , ()()()

Economic
Life

10
1()

5
5

Depreciated
Cost

Cl00,OOO
120,000
80,000
80,000

C380,OOO

C120,000
50,000
20,000
40,000

320,000
660,000

Net Repairs
Canoe maintenance
50 new crates @ 400
Repairs & Maintenance of Motor (lOX of cost)
Food for 8 member crew (200 days x 1600)
Gas oil - 15 gals/day @ C220/gal

Interest- lOX of capital borrowed @ 26X
Plus 20X contingency

Total Cost

p.a. 800,800
478,160

2,868,960

, ', .

"0 \
\ .
" .. 0,

; ,:o.

;,: :~
. ,

Revenue: High Season- 60 x 20 crates @ 2,000/crate
Lean Season- 140 x 8 crates @ 2,500/crate

Assume catches and No. of days fishing
deflated by 25 as currently catches are
dwindling and sea-going days are also
being reduced:

Thus total Revenue

Thus Financial Net Return/Canoe/Yr.

2,400,000
2,800,000

° C:!'.,900,OOO

Cl,031,040
--------------------

•.'r
r .. <

, .

, :.

. .:.

1/3 of the Net Financial Return will be shared among the crew members
while the 2/3 remaining goes to the boat-owner •
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PROFITABILITY OF SMALL-SCALE POULTRY
ENTERPRISE - 1000 LAYERS

Year 1
Capacity: 1000
Capital Investment 10r deep litter houses~

1eeders~ waterers~ etc.

ANNEX 11-22A

Year 2

'Or I

. ~

. i

Stock purchases @ C175/chicken
Feed purchases:° - 6 months 1000 layer chicks~

3.5lb/bird/month @ C30/lb

6 - 12 months 1000 layers
7.5lb/bird/month @ C30/lb

12 - 18 months 1000 layers
7.5lb/bird/month @ C30/lb

Drugs and Vet. Services -Assume 5% 01 1eed cost·
Feed transportation @ C60/bag
Utilities - allow C2~OOO/month 10r water
and E'lectricity

Labour
Management cost CI0,OOO/month
2 stocl,;men @ C5,000/month each

Depreciation
Building~ 5% rate (building cost is 1,200,0(0)
Equipment @ 20% rate (equipment worth 300,(00)
Maintenance and Repairs - 50% 01 depreciation

Total Cost

175,000

630,000

1 ,3~IO,000

166,500
66,600

120,000
120,000

60,000
60,000
60,000

2, 8::!'.2, 10()

}

1 '::'~IO, 000

8::!",250
33,300

12,000

60,000
60,000

90,000

1,688,550

4,520,650

Production Vol.
-! Assume - 10% mortality rate

and 60~': laying rate

Culled Bird!:.

=

=

.6 x 900 x 30 x 6

3240 crates

.6 x 900 x 30 x 6

30

3240 crates

900

r .~

:-,::
. ~ .,:

Revenue:
From Eggs @ C700/crate 10r 6480 crates

Culled birds - 900 birds @ C1000 ea.

Total Revenue

Thus Financial Net Return
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PROFITABILITY OF RAISING 1000 BROILERS

Capital Investment for deep litter houses,
feeders, waterers, etc.

Stock purchases @ e150/day old chick
Feed purchases - 1 Ib/bird/week for 12 wks @ C20/1b
Drugs - 51. of feed cost
Transport @ C60/bag
Utilities - allow C2,000/month

Labour
Management - C10,000/month
One 1arm attendant - C4,000/month

Depreciation:
Allow 5% on buildings
Equipment 20% rate
Maintenance and Repairs - 50% 01 depreciation

Total Viable Cost

Sales
Mortality rate - 10%

900 birds @ C800/bird

Financial Net Return
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ANNEX 11-228

C 1,500,000

150,000
240,000

12,000
6,000
6,000

30,000
12,000

15,000
15,000
15,000

501,000

720,000

219,000



MOKIHRl F!HAHCIAl htT RETUP]S COH1ERTED Ta
REAL RETURNS

AH..!;.EI II-23

;;-.

..;
, ,..... :.
," l

" .'

1 2 3 2 3 2 3 2 :>
tiolinal Real Hmlinal Real NOlinal Real NOlinal Real

Co!bined Return Return Return Return Return Return Return Return
Year Rural CPI Cocca Cocca !faize I!aize Snrg!l'J! 5nrghu! Rir::e Rir::e

------

1985/86 3,973.6 4,427 1.1 24,038 6.0 27,918 7.0 24,892 6.3

1936/67 6,590.6 10,350 1.6 9,040 1.4 15,150 '1 ~ 3,710 0.11.,j

1987/85 7,009.71 38,160 ~!.4 13,344 1.9 28,875 4.1 8,750 0.8

Source: 1) Statistical Service CPI for Jan, 198B
2) Returns from World Bank Report No. 5366-GH,

Ghana Agric Sector Review, 19B5
3) Computations by Technoservl! Team.

Hotes
lCalculation by Technoserve team.
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Ill. STRUCTURE OF THE FORMAL FINANCIAL SECTOR

A. Introduction: Ghana's formal financial sector is composed
primarily of its banking sector which is regulated by the Bank of
Ghana. The banking system is categorized as follows:

Pr imary Banlts:
Ghana Commercial Bank
Barclays Bank
Standard Chartered Bank

Secondary Banks:
Social Security Bank
National Savings and Credit Bank
t'1erc hant Bank
Bank of Credit and Commerce
Agricul tural Development Banlt
National Investment Bank
Bank for Housing and Construction
Ghana Cooperative Banlt .

Uni t Bani,s:
Rural Banlts

The Agricultural Development Bank~ National Investment Bank and Bank
for Housing and Construction are officially considered development
banks~, although they have long been involved in commerci~l banking
activities. As with the Rural Banks and Ghana Cooperative Bank~

these institutions were designed with particular targets or sectors
on which to focus~ but have since deviated from the original focus.
The Rural Banks are unit banks~ whereas the other banks are entitled
to have branches •

Non-banlt financial institutions include insurance companies~ the
Social Security and National Insurance Trust (SSNIT), credit unions
and one mortgage finance company (First Ghana Building Society).
Insurance companies and SSNIT provide a potential source of
liquidity for capital markets when developed. Their importance
currently lies in the large deposits they have placed with the
banks, although free reserves and the term structure of their
activities constitute potential resources for medium-term financing.

Ghana has a series of credit unions and savings/credit associations
grouped under the Department of Co-operatives (see sections VI and
VII). The collective savings deposits of Ghana's 157 registered
credit unions account for 1.41. of total savings placed with the
formal financial sector.

There is only one mortgage finance company, although its importance
may increase with efforts to alleviate housing shortages in urban
areas. Mortgage lending represents only a small percentage of total
bank loans~ mainly through Social Security Bank and the Bank for
Housing and Construction for large projects.
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Because Ghana has no active capital marl(et activity, there are no
banl(s that underwrite corporate issues, actively trade in securities
or engage in other corporate or brokerage activities typical of
Western merchant or investment banks. The National Trust Holding
Company was originally established to become an underwriter of
equities to be traded on the proposed stocl( e~change. However, only
18 stocks have been registered, and there is no active trading.
Thus, the banks dominate the formal financial sector, with SSNIT,
insurance companies and the aggregate credit union movement serving
as large depositors.

B. Banking Sector: Ghana has 12 bank organizations regulated by
the Bank of Ghana, consisting of three primary, eight secondary and
the Rural Banks. Anne~ 111-1 highlights dates established,
distribution networks and key balance sheet items concerning Ghana's
banking sector.

The primary banks consist of Ghana Commercial Bank (GCB), Barclays
and Standard Chartered. The GCB is Ghana's largest commercial bank
and 100%-owned by the Government, while Barclays and Standard are
subsidiaries of British banlc holding co~p~nies and 40%-owned by the
Government of Ghana. Together, these three banks held 51.1% of the
banking system's loans at year end 1987, and earned approximately
80% of the banking system's reported 1987. net income; almost all of
the 80% was from Barclays (43.5%) and Standard Chartered (34.9%).
Trends concerning market share have not favored these three banks,
as the primary banks held 53.8% of the system's loans in 1983.
Nevertheless, these statistics are misleading as they do not address
asset quality (see Section IV). If all bad loans were written off
and cash income rather than accrued income were reported, the
primary banl(s (particularly Barclays and Standard Chartered) would
likely have a far larger share of the market.

Ghana's secondary banks can be subdivided into commercial banks and
development banks, with the lines between the two becoming
increasingly blurred with the progressive liberalization of banking
sector regulations. Rural Banks are considered separate from
secondary banks.

Specialized institutions have been evolving into fuller service
banks over the years as their own limited niches have not provided
the returns or volume required to maintain healthy portfolios. The
most dramatic of these patterns can be found in the Ghana
Co-operative Bank which, due to its near liquidation in the
mid-1980's, i~ now attempting to restructure itself as a commercial
bank, co-operative only in name. Similar patterns have been shown
in other specialized and development institutions. Annexes III-2A
and 2B highlight the sectoral distribution of loans and composition
of deposits of all of Ghana"s banks. Noteworthy among credit and
deposit portfolios are the following, which are discussed in full
detail in Section IV:

t .• ~

i ) the concentration of most portfolios in industrial and
commercial loans;

-95-



ii) the limited commitment of most banks to agricultural sector
loans; and

iii) the variety of deposit composition across banks as
institutions show differing levels of aggressiveness in
attracting savings and fixed/time deposits.

All the banks are regulated by the
regulatory authority to monitor~ examine
system and implement monetary/credit
discussed below.

Bank of Ghana~ which has
and supervise the banking
policy. These powers are

·:

'. ::

C. The Role of the Banl~ of Ghana: While the Ministry of Finance
and Economic Planning is responsible for designing economic policy,
the Bank of Ghana (BOG) is responsible for licensing all banking
institutions~ monitoring bank performance~ enforcing statutory
obligations and applying prudent regulatory policy consistent with
Government objectives and institutional stability. These powers have
been conferred onto the BOG via the Bank of Ghana Act (1963) and
Banking Act (1970). The Bank is also responsible for monetary/
credit policy~ although policy fo~mulation is developed in
association with the Ministry of Finance and Economic Planning.

The Bank of Ghana is responsible for monitoring the performance of
the banking sector. The Banking Act stipulates that the Central
Bank is to carry out its responsibilities by enforcing reporting
requirements~ performing on-site examinations~ and supervising
management when deemed necessary. While the BOG has not been as
effective as it should have been in performing its duties~ staffing
and regulatory weaknesses are currently being redressed. Our
dlscussion below deals with existing regulations and to-date
performance~ and acknowledges that performance is likely to improve
in the coming years as the Government moves to strengthen the BOG's
authority and improv~ levels of staff training.

.' ,-.
"..

i ) Reportinq Requirements:
the BanI,; of Ghana:

Each bank is requ~red to submit to

a. weekly liquidity reserve reports;

I.:

~". ~

.. .·~ ~

· .
", .,
t ~

b •

c.

monthly balance sheets within 21 days of the close of
business for that month;

reports analyzing six-mont~ operating results from
loans~ advances and overdrafts within 30 days of the
close of business in June and December; and

d. any other reports the Bank may request.

Most banks have consistently distorted the health of their
balance sheets and sustainability of earnings by keeping
non~performing loans on the books. Income is usually
reported on an accrual basis~ and assets are overstated due
to the absence of arrearage analysis and virtually no ageing
of accounts. Reporting requirements. concerning Income and
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ii)

Expenditure concerning Income and Expenditure statements ar~

non-existent. Little detail or notes are attached to explain
the dynamics of bank operations and performance, and thes~

reports are generally submitted late, if at all. In fact,
diagnostic studi~s by major international a~counting firms
have r~portedly claimed that some banks' subsidiary ledgers
are not satisfactorily reconciled with formal financial
statements, further highlighting the need for tougher
standards and improved monitoring of the quality of assets
and r~turns of the banks by the BOG.

Examinations: The inability of the Central Banl~ to perform
the requisite annual on-site examinations, owing to the
limited trained staff capable of ov~rseeing such
examinations, has further undercut the Bank's ability to
monitor the strengths and weaknesses of individual banks and
provide remedial steps to put these institutions on sounder
financial and operating ground. A World Banl~ study recently
claimed that of the 30 examiners hired by the Bank
Examination Department of the Central Bank, only five are
considered by the Department Head to be capable of leading an
examination. Among the 30 examiners, only one has greater
than ten years of experience, and only four have five-ten
years of experience. Employee turnover has been high, and
limited training for professional advancement has slowed the
Bank's ability to perform its examinations with efficiency
and frequency. Only three banks were comprehensively
examin~d in 1987, and it has been reported that ntine of the
three primary banks has ever been subject to a strict
·examination. l'1inimal reporting ,-equirements and l"';leal~

examination resources have thus limited the Central Bank's
ability to monitor the performance of its member banks. As a
result, the diagnostic studies carried out by the accounting
firms are reportedly recommending that the banking
institutions:

a. revalue loan portfolios to more accurately reflect
realizable values, thus shrinking those portfolios
and divulging erosion· of net worth due to diminution
of loan loss reserves;

to",

b. recapitalize balance sheets to compensate for the
real financial value lost in asset revaluation; and

'.,',

c • restructure to ensure better management, supervision,
prudence and long-t~rm stability.

Supervision:
the banking
desc ,- i b~d in
to:

sector partially reflects
capabilities in carrying out
by the Banking Act.

..
I t'

", \ ~

..\;

.\

iii)

The
.the
its

deterioration of the banking
Bank of Ghana's diminished

responsibilities as codified

The BOG has attempted to promote
system by enforcing statutory
th~ Banking Act. All member banks
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a. maintain a Reserve Fund to boost equity;

b. meet certain equity and cost recovery criteria before
,paying dividends;

c. adhere to specific conflict-oi-interest and quantity
regulations concerning the allocation of credit; and

d. observe restrictions on non-banking activities and
investments.

The BOG can modify or eliminate these obligations as they concern
development finance institutions, although these still must observe
capital adequacy criteria set by the Banl(. With liberalization of
the banldng 1a~"s, I ati tude is apparent I y being given to commet-c ial
banks as well. For instance, the Bank of Ghana is reportedly
revie~'1ing a plan that ~'lil 1 al Im'l banJ~s to play a direct role in
agricultural, commercial and industrial enterprises by establishing
subsidiaries.

Maintenance of a Reserve Fund constitutes the means by which the BOG
requires member banks to retain a stipulated percentage of earnings
to strengthen capital positions. The Banking Act requires the
following schedule of annual earnings retention:

a. ~"hen the Reset-ve Fund is 1ess than 50'l. of paid-up capi tal, no
less than 50'l. of the bank"s net income must be retained;

b. when the Reserve Fund is between 501. and 1001. of paid-up
capital, no less than 25% of the bank's net income must be
,-etained; and

c . ~'Ihen the Reset-ve
paid-up capital,
retained.

Fund
no

is
less

greater than/equal to 1001. of
than 12.5% of net income must be

i ;'0

: ';:.,

The Bank of Ghana also has it within its power to adjust minimum
Reserve Fund requirements of each bank when it believes it prudent
to do so. Despite the statutory obligation to maintain a Reserve
Fund, individual Reserve Funds have long been unsatisfactory as
banl.:s overstated their assets and loan portfolios, not tal~ing into
account the non-recoverability of so many of their loans. As such,
capital inadequacy has evolved as a serious problem irrespective of
member bank adherence to Reserve Fund obligations.

Erosion of net ~Iorth (due to diminished loan loss reserves resulting
from loan write-offs) could be a problem with the restructuring of
the formal financial sector. Dividend payments that could have been
retained, bonuses paid to management when loan quality continued to
deteriorate, and high administrative costs without commensurate
productivity have all damaged the capital position of the banks.
The BOG permits dividend payments by the banks on the condition that
they have met Reserve Fund requirements and completely recovered
"capitalized expenditure" (i.e., preliminary expenses, share selling
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commissions, brokerage losses and any items related to intangible
assets). While certain banks (i.e., Barclays, Standard Chartered)
appeat- to have been f inanc iall y so:...lnd enotlgh to issue dividends, it
is clear that the wholly Government-owned banking sector could have
benefitted from greater earnings retention to address the serious
asset quality, staffing, training and overhead weaknesses that have
burdened the performance of most of these banks. These outflows to
the Government are also an example of how the Government utilized
scarce resources to finance perenJlial budget deficits through 1985.

The Ban'~ is also responsible for enforcing conflict-of-interest and
quantity provisions on ban'~ credit. Unsecured advances are limited
by the Ban'~ of Ghana to a stipulated percentage of paid-up capital
and reserves. The Ban'~ of Ghana has additional power to limit
unsecured credit to firms in which any of the bank's directors are
partners, guarantors and/or principal shareholders. Unsecured credit
to bank d i rec tm-s can be 1 imi ted at the di sc retion of the Banl~ of
Ghana, and credit to an official or employee cannot exceed two
years salary. In addition, no bank can secure a credit with its
own shares. Because reporting requirements are lax and the Central
Bank's Examination Department has. been understaffed and
insufficiently trained, it has been difficult for the BOG to monitor
member bank adherence to conflict-of-interest provisions. When the
BOG had to interven~ and restructure the Ghana Co-operative Ban'~ in
1983, waste, mismanagement and fraud were some of the causes cited
for the Ghana Co-operative Bank's collapse. (The abuse was so
serious that restructuring continues to this day, with serious
doubts about the future of this institution). Recently, directors
and managers of the Rural Ban'~s have reportedly received loans
without BOG approval, sometimes defaulting on repayment and
diverting rural-b~sed deposits to commercial trading activities in
urban areas. The Managing Director of the Social Security Ban'~ has
also recently been accused of practices which violate banking laws
and undermine confidence in the banking system. For the BOG to
better enforce the statutory obligations of member banks, it will
need increasing numbers of better-trained examiners and stricter
monitoring standards.

Concerning the non-banking activities of banks, these institutions
are forbidden from engaging in commercial, agricultural or
industrial activities or holding immovable properties (except for
official ban'~ business, such as liquidating a secured but
non-performing loan or for staffing amenities). This provision,
from which development banks (N.l.B, A.D.B, B.H.C.) and Rural Banks
are exempted, is intended to prevent bank management from taking
undue investment risk that might jeopardize shareholder value, bank
liquidity, and confidence in the banking system. Nevertheless, in
recent years, some other banks have taken on venture capital roles
to increase profitability during periods in which credit ceilings
and investment quotas placed limits on earning assets. In 1987,
bank investments in enterprises were nearly C2.0 billion (USS11.1
million), or 1.2% of aggregate bank assets. Liberalization will
permit greater entry into non-banking activities, although this will
require capable monitoring to prevent non-banking losses from
jeopardizing confidence and deposit security. To ensure stability,
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the Bank of Ghana is likely to stipulate investment in bank
subsidiaries at a maximum proportion of bank net worth (i.e.~ 25%).

D. Monetarv Survey: Monetary trends under the ERP have shown
increases in broad money (see Section I) and a steady decline in the
proportion of 'Government borrowings relative to total credit (see
Annex 111-3). Before 1984~ the Government virtually monopolised
bank credit~ with Government borrowings averaging 87.61. of total
borrowings from 1979-1983. These rates have declined from 78.9% in
1984 to 45.7% in 1987 due to greater Government spending discipline~

a more aggressive fiscal policy~ and a commitment from the
Government to revitalize the private sector.

The Bank of Ghana is responsible for managing credit policy
consistent with the prerogatives of policy designed by the Ministry
of Finance. Broad money is estimated to increase 9.61. in 1988 on a
constant basis. The Government has tightened real M2 growth out of
concern for hyperinflation. In 1985~ real growth was only 3.61.~

with a real decline of 21.5% in 1986 and 0.2% growth in 1987.
Despite a real increase in broad money~ the Bank of Ghana has
imposed higher reserve requirements to avoid inflationary growth.

Net domestic assets on a constant basi~· have declined from 1984~

with cocoa and private sector borrowings increasing while the
Government concentrates on repaying its domestic and foreign debts.
In 1987~ the Government repaid international creditors a net C113.7
billion~ while repaying the Bank of Ghana C7.4 billion to compensate
the banking system for past borrowings. Annex 111-4 highlights key
monetary accounts~ including net foreign assets~ net domestic assets
and broad money.

Aggregate bank credit has decreased 50.6% in constant terms since
1984 due to Government concerns about inflation. Combined with the
high level of reserves held at the Bank of Ghana due to concerns
about inflation and banl~ liquidity~ credit availability irom the
banking sector will not be suffici~nt to finance the Government's
considerable development plans. Additional credits from
international institutions and periodic credit squeezes engineered
through the Bank of Ghana are lilcely to continue. These trends
suggest that the banking system will not meet the needs of
small-scale farmers~ and that alternative funding sources will have
to be utilized if iood seli-sufficiency and increased agricultural
export earnings are to be achieved.

Deposit mobilization has improved since 1984~ with more bank
branches and better efforts at educating the public showing some
effect. Nevertheless~ approximately 40'l. of broad money remains
outside the banking system, limiting the degree of formal financial
intermediation in the economy. While the Government has made
efforts to restore confidence in the ban'cing system, poor service
levels~ traditional skepticism, fraudulent management, liquidity
needs~ high transactions costs~ negative real returns and inability
to access credit all contribute to people keeping their money
oLltside the ban',:ing system.
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Borrowings remained high as donors provided funding of $747 million
to help Ghana finance the restructuring of the national economy.
Debt service of S568 million was 70.7% of export earnings in 1987.
Given the Government's dedication to increasing Ghana's
creditworthin~ss after four previous defaults and re-schedulings in
the 1960's and 1970's~ debt service will remain a top priority.

E. Specific Requlations and their Enforcement: To reinforce
Government economic policy~ the BOG uses a series of selective
regulations to direct monetary/credit policy. Chief among these
regulations have been liquidity reserve requirements~ interest rate
controls on deposits and loans~ and credit floors (agriculture) and
ceilings (non-agricultural sectors) to diversify commercial bank
pDl-tfolios.

... '
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ii)

Liquiditv Reserve Requirements: The Bank's liquidity reserve
requirements concern primary (deposits) and secondary
(Government paper) reserves. Reserves that banks have been
required to keep at the BOG (see Annex 111-5) have varied
depending on Government monetary policy. As bank loans to
the public sector from 1977-1985 were at a 4.35-1 ratio
compa,-ed to pr i vate sec tor:···.] oans (see Anne~o( ] ] 1-3) ~

Government budget deficits acco~~anied by weak fiscal
policies crowded out private investment and stimulated
inflationary trends in the 1970's and early 1980's (see
Section 1). This explains why high reserve requirements were
ineffective at containing excess liquidity in the system.

With the implementation of the Economic Recovery Program~ the
Government in recent years has focused on controlling!
reducing the inflation rate. As a result~ liquidity reserve
ratios since 1987 have been above 1984-1986 levels (see Annex
111-5)~ with the objective of taking money out of circulation
to reduce the 40% inflation rate that prevailed in 1987. As
of February 1988~ actual cash on hand and reserves held at
th~ banks had to be at least 25% of total demand deposits
plus 12.5% of savings and time deposits. In addition,
secondary reserves (i.e., Government Treasury Bills and
Stocks, Cocoa, Grain and Cotton Bills, and any other paper
.app,-oved by the Banlr. cd Ghana) had to be 10% of tota 1 deposi t
liabilities. With a less expansionary monetary policy and
more restrictive fiscal policy in place, the current
liquidity reserve requirements reflect Government concern
about inf 1ation, and Central Banl~ concern about the heal th of
the banking system at a time when it is preparing for
restructuring and recapitalization. It is also anticipated
that liquidity reserve requirements will have more impact on
reducing inflation than in the past as the Government has
registered budget surpluses since 1986, partially the result
of a more aggressive fiscal policy •

Interest Rate Reoulation: The Bank of Ghana has also
utilized interest rate regulation as a means of influericing
the amount of money in circulation, and more specifically as
a means of inducing certain behaviour with regard to credit
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and savings. These measures have generally been unsuccessful
because rates have meant negative real returns except in 1985
(see Annexes 111-6 and 7)~ inducing people to buy physical
assets whose value may increase more equally with the
in f 1at i on r- ate.

The very structure of Ghana's banking system, emphasizing
specialization, was to provide credit access to priority
sectors and allow for focus in banking operations. This has
been particularly the case with agriculture. In recent
years, the BOG has allowed a 0.5-4.0% differential in
interest rates between agricultural and non-agricultural
loans~ with agriculture enjoying softer terms. However, due
to the low returns generated from and high non-performance of
agricultural sector loans~ most banks have diverted credit
away from the small-scale farmer in favour of urban
industrial and commercial lending, staying below the
recommended floor established by the BOG for the banks. In
1987, only the Agricultural Development Bank~ Ghana
Commercial Bank and Rural Banks had more than 20% of their
loans out te agriculture. (The.~hana Cooperative Bank also
had more than 20% of its loans outstanding in agriculture,
but most of this institution's loan portfolio is considered
non-performing). Banks are genera)ly unwilling to take on
additional lending risk to farmers, reflecting lack of
success in mobilizing credit to the agricultural sector.
Below market interest rates and negative real returns have
reduced credit flows to farmers, thus negatively impacting
food pr-eduction.

For both credit and savings, real interest rates have been
negative since the 1970's due to rampant inflation; this
trend was temporarily broken in 1985, but has since returned.
This has been a contributing factor to limited deposit
mobilization, with about 40% of broad money still estimated
by the Ministry of Finance to be outside the banking system.
As such~ Ghana's level of formal financial intermediation (as
measured by M2/GDP) has remained low. (In the fourth quarter
of 1986, the Ghana Commercial Bank published comparative
statistics of financial intermediation between Ghana~

Nigeria~ Liberia~ Tanzania~ Zambia, Kenya and Sierra
Leone(')~ and concluded that Ghana's formal financial sector
attracted less money into the system than all these nations·
banks except Sierra Leone. Thus, Ghana's level of formal
financial intermediation remains comparatively low by many
African standards~ diminishing the banking system's role in
economic development}.

In September 1987~ the Central Bank liberalized i~t~rest rate
regulations, eliminating interest rate ceilings (previously
26%). In February 1988~ the BOG went a step further,

(*) Ghana Cmnrnercial BanI;; Ouar-terly Econ'.:lmic
Review, October-December, 1986, P.8.
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eliminating both savings floors (previously 21.' "oj and the
diffETe-ntial on agricultural loans. H"v:'r t.heless~ because of
a BOG it-eeze on cre:Jit, tl1l' !n?e marJ.;et play of interest
~-2.te=. had no! !Iad a chance to influence cl-E'dit patterns by
rill!! J!j!88. lIltimately~ libel-alization of intel-est rates ~-.jill

have to be accompanie-d by a wider range of financial
instruments and improved service levels before it will have
its desired effect of increasing financial intermediation
levels and making the formal financial sector more efficient.
Likewise~ a fluid capital market will eliminate the need for
quotas on investment in public securities~ giving the banks a
chance to earn higher returns for their deposit mobilization
efforts.

Credit Allocation: As part of its February 1988 notice to
banks on 1988 monetary policy~ the BOG liberalized credit
policy concerning credit allocation. While the minimum
sectoral allocation to agriculture remained 20%~ the other
80i: of banl~ cl-edit ~",as not subject to specific floors 01

ceilings. Despite the 20% allocation to agriculture~ most
banks have about 15% of their portfolios in this sector. The
aggregate figure was 18.9% in"' 1987. Further~ given the
fungibility of loan classification~ whatever agricultural
credit has been extended has generally been to large-scale
farmers and agro-processing industries~ or used for trading
purposes. Further~ the Banl~ of Ghana has failed to assess
penal ties on banl~s fClr being belo~"l their 20% mandated
targets~ giving them less reason to comply. Thus~ peasant
farmers have been left out of the formal rural credit process
irrespective of Central Bank policy. As long as the
agricultural sector continues to pose high risks to the
banks~ and without opportunities to earn returns that more
accurately reflect risk~ it is unlikely that sectoral
allocations for agriculture will be effective in increasing
access to rural credit for the small-scale farmer.

, .,
I •.

F. Possible Regulatory Chanoes with Restructuring: The
sensitive negotiations underway between the World Bank and
Government of Ghana concerning financial sector restructuring are
likely to include reforms that apply to the Bank of Ghana and its
role in monitoring and supervising the banking system. In addition
to improved management information systems~ more rigid accounting
standards~ increased levels and volume of training~ additional Bank
Examination staff~ and more frequ~nt on-site examinations~ the Bank
of Ghana is also likely to apply stricter standards in monitoring
banl~ performance. These include the following:

i ) Paid-up Capital: The BOG is likely to demand the following
minimum levels of paid-up capital:

.. .~

a. Ghanaian (i.e.~ wholly Government-owned) commercial
banks: C200 million.
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b. Foreign commercial banks: C500 million~ of which C300
million will have been injected into Ghana from abroad
in convertible currency.

c • Ghanaian development banks: Cl.0 billion.

These will be subject to review~ but are likely to be adopted
as minimum capital guidelines. It is uncertain if such
levels would be continuously adjusted for inflation and
currency exchange rates.

ii) Capital Adequacy: Minimum capital and reserves are expected
to be 6%~ with the BOG reserving the right to increase that
percentage when it is considered prudent. If banks stay below
specified capital adequacy requirements~ fines will be
assessed and limits will be established on their banking
activities (i.e.~ loans~ investments~ deposit-gathering).

iii)

j iv )
!

-~ V )

Risk Expo~ure: Secured advances~ credits~ guarantees and
indemnities are lil~ely to be permitted up to but not
exceeding 25% of net worth. On an unsecured basis~ these
will only be permitted up to·l0% of net worth. This will
mal~e it all the more imperative ·to have capital market
opportunities available to the banks~ including offshore
investment opportunities~ so that funds do not lay idle.

Dividends: Dividend payments will not be allowed if banks do
not meet capital adequacy standards.

Non-banking Activity: Banks will be permitted to engage in
agricultural~ industrial and commercial enterprises by
creating subsidiaries. One subsidiary will receive
investment up to 25% of bank net worth. Total subsidiaries
(two or more) will be permitted up to 35% of bank net worth.

. 1
.: .;

I..:

, ./

: 1
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G. Summary: The Bank of Ghana has proved itself to be weak and
inefficient in carrying out its basic role of monitoring~

supervising and examining the formal financial sector. Reporting
requirements are lax~ follow-up is limited~ on-site examinations are
infrequent and staff lacl!' training to carry out these roles. To
remedy these problems~ the Bank of Ghana will need to increase staff
and improve training levels at the Bank Examination Department to
effectively carry out its supervisory and monetary functions.
Reporting requirements will have to include far greater detail on
portfolios and operations~ and on-site examinations will have to be
performed with greater frequency and efficiency.

At the policy level~ until the economy features capital markets~

te~m instruments to meet the needs of depositors and consumers of
cash will exist in limited quantities. This~ in turn~ will slow
resource mobilization and investment in production capacity.
Liberalization of interest rates and sectoral ceilings will
encourage more efficient resource allocation~ but will likely divert
lending away from the small-scale farmer •
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The importance of these changes towards increased efficiency
highlights the need for institutional alternatives in rural finance
to serve as linl~s to the formal financial sector. As the banks
streamline their operations, rationalize branch networks and
emphasize ecbnomic as opposed to accounting profits, small-scale
farmer access to formal fin~ncial sector services will decrease.
Thus, the extension of formal financial sector services to credit
unions, savings associations and even moneylenders will be necessary
to raise levels of financial intermediation. It is unlikely that
the small-scale farmer will directly benefit from financial sector
restructuring, except insofar as the banks will be in a stronger
position to provide services to non-formal institutions that they
are currently not providing.
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Annex 111-1

COMPOSITE VIEW OF GHANA'S BANY.IN5 SECTOR: 1987

Date I Sov·t. Total Total Equityl Depositsl
BanI: Est. Bram:hes Illtner leans. Assets' liel!Dsits' liabilities. Equity loans loan

Ghana CO:::r.lHcial 1953 150 100 15,7ib 60,808 27 ,499 'ill .,1'1 2,596 16.51. 175!... 1oI' ..... L

Standard Chartered 1696 25 40 6,919 14,390 10,263 11,678 2,080 30.17- 1487-
Be-relays 1917 30 40 4,918 17,059 10,922 15,013 2,122 43.27- 2224
BanI: fer HQusing/Canst. 1973 10 100 9,948 14,614 5,411 14,129 4B4 4.97. 547-
Scdal Secur ity 1977 44 100 6,337 23,390 15,322 22,399 991 1~,. 67. 2427,
National Irweshent 1963 10 100 3,881 14,976 2,747 14,420 'iC:' 14.37. 717.~~b

Shana Co-operative 194& 76 100 1,236 IliA 1,242 NfA N/A N/A 1001.
Agric. Development 1965 34 100 3,509 9,288 1,925 9,060 228 6.5! 557-
Nat'l Savings/Cre'di t 1972 18 100 1,175 3,784 2,114 3,544 240 20.4l 1801:

'.' Merchant 1971 ~\ 30 1,924 7,540 2,706 7,116 398 20.n 1307.
Bank for Credi tlCcJllm. lQ~" 1 13 421 2,170 . 1,349 2 t)llt 69 21.14 321i.' l!j ,,, ......
Rural Banks 1972 117 25 1,156 3,537 2,203 3,301 236 20.4I 1917.

• millions of cedis

Sources: Banking and Insurance Guide of Ghana: 1988-1989; Banking Sources
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Annex IIl-2A

PRIMARY BANK LOAN/DEPOSIT COMPOSITION: 1987
( 7. )

GCB STANDARD
--------

Credit:*
Industrial 17.1 28.8
Commercial :;.3.2 . 41.4
Ag,-icul tural 24.9 19.5
Real Estate
Other 24.8 10.3

Deposits:**
Current Account 61.8 50.9
Savings Account :::.4.7 27.4
Fi 'led Deposits :::•• 5 21.6

BARCLAYS

38.2
40.0
13.4

8.4

48.5
30.8
20.7

, :

..~

...-,
i .,

..
".;

* As a percentage of total loans** As a percentage of total deposits

Source: Banking Sources
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Annex 111-2B

SECONDARY BANK LOAN/DEPOSIT COMPOSITION: 1987
( f. )

BHe SSB NIB ADB

Credit:*
Industt-ial
Commet-c i a 1
Agricultural
Real Estate
Other

Deposits:**
Current Accounts
Savings Accounts
Fi"ed Deposits

14.7
1.4

12.3
:::.5. ::::.

51.7
13.4
34.9

29.8 63.9 2.4
21.,7 14.5 7.3
16.1 15.1 68.5
8.2 0.2

24.2 ' <- 21.80 ....1

60.2 59.5 57.5
14.6 6.3 42.0
25., :::. 34. ::. 0.5

.;

. ;

, .. ;'

* As a percentage 01 total loans
** As a percentage 01 total deposits

Source: Banking Sources
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Annex 111-2B

SECONDARY BANK LOAN/DEPOSIT COMPOSITION: 1987
( Y. )

* As a percentage of total loans** As a percentage of total deposits

'-,

..,

Credit::+:
Industria}
Commet-c i a}
Agt-icu} tural
Real Estate
Other

Deposi t: :u:
Current Accounts
Savings Accounts
F i ;·(ed Deposi ts

NSC f'lERCHANT CO-OPERATIVE BCC
-------- ------------

19.2 47.9 17.1 29.6
8.8 21 .. :!, 11.5 50.0

17.7 12.7 34.5 12.7
6.2 3.8 7.7

48.1 18.1 33.2

4::"2 ~12 .6 N.A. 27.0
::.1 .9 N.A. 4.1
24.9 47.4 N.A. 68.9

" ~

'-',J

L.J

.-..~
q
.-.,
~- '-~

• 'I
~ '•.;

".'

. :. _:~

Source: Banking Sources
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Annex III-3

MO~EY AND CREDIT: 1977 - 19B7
l=illicns of Cedis)

1971 1978 1979 1920 1981 1982 19B3 1984 1985 1'186 19B7

Money and Quasi-money!! 3,044 5,131 5,942 7,949 12,029 14,837 2(1,497 35,300 5b,300 86,400 132,3(1)
Ban~ Credit to Government 3,203 5,636 4,903 6,518 10,649 11,057 21,059 27,EOO 40,7;)0 4b,500 38,700
Sank Crecit to Private Sector 560 739 796 940 1,342 1,558 2,841 13,70i) 26,(1)0 42,700 55,600

Money and Ouasi-money as
'i. of GD? II 27.3 24.4 21.1 19.4 15.7 16.7 10.7 13.0 15.1 16.9 17 .7

!/ Includes primary banks only from 1977-1983;
1984-1987 includes total tank system.

Sources: World Bank Ghana: Policies and Issues of Structural
Adjustment, March 30,1987 Ifor 1977-1983 datal;
Ministry of Finance for 1984-1987 data.
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Annex 111-4

. MONETARY SURVEY: 1984-1988 (billions of Cedis)

" .

" I, "

1984 1985 1986 1987

Net Foreign Assets -31.4 -48.7 -130.7 -113.7

Net Domestic Assets 39.9 67.1 95.1 105.3
Claims on Govt (net) 24.2 27.2 29.6 22.2
Cocoa Financing 3.6 13.5 16.9 16.5
Credit to ROE* 13.7 26.0 42.7 55.6
Other Items (net) -1.6 0.4 5.9 11.0

Revaluation Account 29.9 41.9 133.1 151.8

Broad t10ney 35.3 56.3 86.4 132.3
t10ney 27.4 44.0 65.8 95.0
Quasi-money 7.9 12.3 20.6 37.3

Counterpart to SDR allocation 33.1 4.0 11.1 11.1

1988

-123.

124.
16.
24.
70.
13.

179.

169.

11.

Memo Items:
GOP (Current ,Price)
Velocity (GOP/M2)

* ROE - Rest Of the Economy

- \ Source: f'lini stry of Finance.

I;,,"'.

; :.

. ..:
.~ ..
" ,"
, .
I .. ~. ,'.

270.6
~ ~

l • I
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Anne}( 111-5

,LIQUIDITY RESERVE R~QUIREMENTS: 1983-1988

10.0 21.5 25.Cl
5.0 10.75 12. ~.

15.0 12.5 10.0

1983 1984- 1985

- Cash Reserves-11 ( Yo ) N.A. 20.0 15.0

- Demand Deposits N.A. N.A. N.A.
- Savings/Time Deposits N.A. N.A. N.A.

.,

Secondary Reserves-2/ ( ~~) N.A. 2~t. () 25.0

1986 1987 1988

,- . ~

.:'"
: ;:

( "t

.......

,. "

-1/ Cash Reserves: Cash in hand, balances with Bank of Ghana, and
money-at-call with Discount House. 1987 refelcts
average of quarterly requirements.
1984-1985 represent cash reserve totals.

,-

-2/ Secondary Reserves: Treasury Bills/Stocl~s, Cocoa Grain and Cotton Bills.
and other paper approved by the Central Banl~. Ratio
expressed as a percentage of total deposit liabilities.
1987 reflects average of quarterly requirements.

* Rates stated are for primary commercial banks. At times, these have
differed f~om secondary bank reserve requirements.

Source: Bank of Ghana.
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INFLATION RATES vs. LENDING RATES: 1983-1987

Inflation Rate

1983

122.8

1984

39.6

1985

10.4

1986

24.6

1987

39.8

Lending Rates
Agriculture 12.5 16.0 18.5 22.5 22.75 - 30.
Export 12.5 20.0 20.5 23.0 25.0 - 30.
t'1anui e.ctur ing 20.0 20.5 23.0 26.0 - 30.
Secured by Govt SecLwi ties 16.5 20.0 20.5 23.0 26.0 - 30.
Secured by Stoc l( in T,-ade 19.0 22.5 23.0 23.0 26.0 - 3() •

Secured by Immovable Property 14.5 - 19.0 22.5 23.0 23.0 26.0 - ~,o .
~1ortgage 10.0 15.0 18.0 20.0 20.0

, .

Source: Statistical Service (Lending Rates)
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Annex 111-7

INFLATION RATES 'l's. DEPOSIT RATES: 1983-1987

1983 1.984 1985 1986 1987

Inflation Rate ( I. ) 122.8 39.6 10.4 24.6 39.8

Deposit Rates ( I. )

Savings Deposits 11.0 14.5 16.5 18.5 21.5
3 mo. Time Deposits 11 •2~1 14.75 16.25 18.0 - 22.0
6 mo. Time Deposits 11.5 1~I.O 17.0 19.0 19.0 - 22.0

- 12 mo. Time Deposits 12.5 16.!) 18.0 20.0 20.0 - 22.5
- 24 mo. Time Deposits 19.0 22.0 21.0 - 23.0

Demand Deposits ( 1: ) 0.0 0.0 0.0 2.0 :!'•• o

(*) Interest earned if balance greater than C50~OOO beginning
October~ 1986 and C100~OOO beginning March~ 1987.

Source: Statistical Service; Banlf, of Ghana (Demand Deposits)
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Appendi" 111-1

INSURANCE COMPANIES

Ghana has approximately 20 insurance companies, with estimated
assets of C2.0 billion (USS13.2 million) at year end 1986. This
sector is regulated by the Insurance Act (1965), and has been
separated from the banking sector such that it has not been involved
in most commercial banking activities.

The State Insurance Co~poration (100%-owned by the Government of
Ghana) is the largest insurance company, with 60% of the industry's
total assets. Other companies include jointly-owned companies
started by foreign firms before independence (20% of industry
assets), and privately-owned indigenous firms (20% of industry
assets). Total premiums for 1986 were C2.6 billion (USS17.1
million), although most insurance companies showed limited net
income due to high operating and management costs.

The insurance companies represent a significant pool of funds that,
due to the term structure of their policies, could provide medium
and long-term financing for investment needs that are currently
unmet by the banks. Legislation is under review to permit greater
flexibility for insurance companies in investing their "free
reserves". The Insurance Act limits free reserves to 60%, with the
other 40% constituting liquid reserves for claims settlements. Of
the 60Y. in free reserves, insurance companies have been instructed
to invest 50% in Government securities and 50% in other securities
which also support public sector activities. The current Government
review of insurance legislation points to the possibility of
alloli'ling insurance companies to invest up to 70% of their free
reserves (still 60% of total reserves) in small- and medium-sized
enterprises (including agricultural ones) to diversify risk and
promote development. This, in effect, would permit insurance
companies to invest in and/or pr0vide funds to private enterprises
instead of limiting investment options to public securities. It is
likely that insurance companies could also figure significantly in
private placements. If such changes are made, they will clearly
have to be accompanied by regulatory standards that in no way
undermine confidence in the insurance industry by jeopardizing
claims to which policy-holders are contractually entitled.

It is possible that investment portfolio diversification will also
create opportunities to diversify types of insurance available in
Ghana. To date, most insurance is urban-based and in Accra, Kumasi
and Takoradi. With ventures outside these areas, insurance services
may lessen the risk of investment to various other areas/sectors of
the economy. Nevertheless, insurance companies are designed to be
risk-averse, so it is unlikely that they will assume a major role 'in
agricultural development.
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One other area in which insurance companies may figure to be
important is in mobilizing savings. Insurance companies are
sometimes found at the outdoor marl(ets, playing a type of formal
"SLlSU" t-ole. Howevet-, they appat-ently have not been as successful
as they had hoped because peoples' savings are held for long periods
of time. The traditional »susu" tends to make savings available to
the depositor on a monthly basis, whereas insurance companies have
designed access to savings to be on an annual basis. While rotating
savings plans do exist with susu (see Section VIII), they are based
on trust and solidarity that formal institutions have been unable to
establish. It is possible that insurance companies will be more
successful in mobilizing savings, but only if they show greater
ability to meet depositors' liquidity needs •
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Appendi" 111-2

SOCIAL SECURITY AND NATIONAL INSURANCE TRUST (SSNIT)

The Social Security and National Insurance Trust (SSNIT) is a
Government fund which administers the accrued pension income of
retired workers. SSNIT is currently restructuring to emphasize
pension fund management. Some objectives coming from the
restructured SSNIT are monthly (versus lump sum) payments to retired
workers, higher yields, and greater decision-making powers as to how
to invest funds.

The Government currently charges worl(ers 5% of their wages/salaries,
while employers contribute 12.5% of non-casual labour costs to the
Social Security Fund. As a Government unit, it has generally
invested in public sector securities, effectively financing deficit
spending. As a result, SSNIT has received negative real returns.
With Government efforts to improve record I(eeping and accelerate ta~

collection, it is lil<ely that SSNIT ~"ill ····cC?ntinue to represent a
large pool of funds that could provide term liquidity for capital
investment. This will not occur, however, without investment
opportunities in capital markets •

Most of SSNlT's deposits are with its bank, Social Security Bank,
although SSNlT has deposited some of its funds in the National
Savings and Credit Bank and the Bank for Housing and Construction.
While SSNlT officials claimed that their central concern when
determining where to deposit funds was the bank's management and
liquidity, this is hard to accept given the existing or potential
liquidity problems of BHC and NSC. The vast majority of its
deposits, however, is with Social Security Banl< which is viewed as a
bit more stable despite serious problems. The large 1987 increase
in Social Security Bank's fixed/time deposits is due largely to
SSNlT, as SSNIT became more aggressive in demanding higher nominal
rates on its deposits •
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Appendix 111-3

CONSOLIDATED DISCOUNT HOUSE (CDH)

The CDH was established in 1987 as part of the financial sector
restructuring under the ERP. It functions mainly as the 'banker' of
banks in the sense that it is a speciali~ed financial institution
whose activities involve the acceptance of money at call from the
banks and other financial institutions (i.e., SSNIT, insurance
companies), and indirectly from commerce and industry. The CDH
invests these funds and makes a market in short-term financial
securities. The CDH has been formed as a nucleus to the development
of a money market in Ghana and should become a more significant
feature in Ghana's formal financial sector in the coming years as
restructuring efforts address liquidity problems and eKpand
investment options.

Deposit maturity levels are concentrated in the "call", "demand" or
"sight" areas. r'laturities range beh'lleen seven and 30 days.
Investments, on the other hand, are purchased for periods ranging
from one to 90 days. The Discount House may sometimes .also accept
limited amounts of securities with durations of six months and one
year.

In principle, however, the Discount House operates on the "borrow
short, lend long" strategy. Because of this situation, total risk
exposure is kept low by limiting trading to securities with
negligible default risk, and careful structuring of portfolios in
terms of both yield and duration.

The Discount House has also been set up to provide a means through
which the banl~s can adjust their day-to-day liquidity positions.
Banks are now in a position to leave money at call with the Discount
House because such funds attract interest, qualify as cash reserves
for the Banlc of Ghana's liquidity reserve requirements, and are
secured by the assets of the banks. Funds received by the Discount
House are used to invest in Treasury Bills, Banlcers' Acceptances,
Cocoa Bills, Grain Bills, Government Stocks and Negotiable
Certificates of Deposit.

It has not been possible to obtain information on the operations of
the CDH since it has operated for less than a year. However, the
institution is playing an important role in encouraging deposit
mobilization. The CDH provides banlGs with an investment avenue for
excess liquidity reserves instead of holding them at the Bank of
Ghana as idle funds earning no return.

The establishment of the Discount House broadens the still limited
access financial institutions have to other financial instruments.
An example of constraints on access to financial instruments is
Treasury Bills, which are auctioned on a quota system, with the
quota structur-ed highly in favclur of the non-banlcing public so as to
curtail inflation.
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In short, financial intermediation levels of banks will increase
through the operations of the Discount House. However, to foster
the growth of an efficient money market, more discount houses need
to be established to promote competition and offer a wider range of
choice in money market transactions.
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Appendi >c 111-4

NATIONAL TRUST HOLDING COMPANY LTD.

The National Trust Holding Company Limited was established in 1976
under the auspices of the National Investment Bank. The Company is
empowered to carry out the following as its authorized business:

i) to purchase, hold, manage and sell securities and other
properties;

ii)

iii)

to provide brokerage services to investors;

to provide secretarial~ legal~ accountancy, registral~

investment and other related services to companies;

iv) trustee services;

v) company advisory services;

vi) issuing of house services (i.e., private and public issues of
shares); and

. '~I
vii) management of the Government's equity portfolio in

confiscated companies.

.~ .. ' At present, there are only 18 public companies registered
NTHC for transactions, and there is no active trading.
the limited number of public companies, shareholders
reluctant to trade in shares since there are no other
al tel-natives.

~""i th the
Aside from
are very

investment

"'~

. .

:, :.;

.~

. ~

The NTHC will be expected to perform as the key feature in the
development of a capital market and, subsequently, a full fledged
Stock Exchange. However, slow growth, limited public awareness of
stock market activities, and limited savings may prevent the NTHC
from becoming effective in the near term •
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Appendi:'C 111-5

FIRST GHANA BUILDING SOCIETY

The FGBS, Ghana's only building society, was established in 1956.
The general public holds 93.5% of the shares, and the Government
holds the remaining 6.5%. It is therefore a private entity owned by
its shareholders, with very little interference from the Government.

Its main function is to help ordinary savers to purchase their own
houses. There are two types of deposits available to society
members: ordinary shares and special shares. With ordinary shares,
the saver operates an ordinary savings account, depositing and
withdrawing with no fixed amounts. With special shares, fixed
amounts are deposited on a regular monthly basis. The current rate
of interest paid on ordinary shares is 9% p.a. while the latter
attracts lOr. p.a. This is low relative to other instruments such as
fixed/time deposits.

The minimum time period to qualify ~or a mortgage loan is three
years. The applicant has to pay 10% of th~ loan being requested.
The lending rate of the FGBS is 20% p.a.~ and the amortization
period is 30 years. The current maximum loan it grants is C500~000.

Patronage has been low since the early 1970·s.
include:

The major reasons

i) inadequate mortgage loans granted to savers;

, J

" 1

ii)

iii)

relatively low rates of interest paid to savers; and

a low marginal propensity to save among Ghanaians under
persistent inflationary trends.

"'. '.... .:

"·..· ,
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In effect~ the FGES is not effective as a 'mortgage loans' lender
for bui 1dings •.
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IV. POLICIES AND PERFORMANCE OF BANKING INSTITUTIONS:

A. Introduction: The banking system in Ghana shows a reasonable
distribution of loans and assets~ with the primary banks still
dominating but in a less concentrated manner than five years ago
(see Annex IV-1). The following chart highlights some of the key
balance sheet items of the various banks in late 1987 (in millions
of cedis). Ghana Co-operativE' Bank is excluded from our analysis as
they have been restructuring since 19B3~ and only very limited data
are available. Secondary bank data are from September 1987~ while
pt-irnal-y and Rut-al bani!. data are from Decernbet- 1987.

Primary Secondary Rural
Bani's Bani's Bani's
----_._- --------- -----

Loans 27, ~.53 2~'~ 187 1~156

Investments 6~248 3 ~ ~185 N.A.
Total Assets 10()~536 67 ~428 3~537

Depc1si ts 49~369 28~456 2,2()::.
Borrm·",ings 1 15,237 N.A.
Total Liabilities 9:::, ~ 182 64~467 3~301

,Capital and Reserves 7 ,:.r.~,.q 2~961 2:!.6

Banl~ Branches 205 124 117

Source: Statistical Service (Primary and Secondary Banks);
Banldng SOL\l-CeE. (Rural Bani,s)

While loan sizes are roughly equivalent between the primary and
secondary banks~ the primary banks have a better aggregate balance
sheet due to higher quality loan portfolios~ stronger deposit bases
and superior capitalization. The secondary banks suffer from weak
loan portfolios which have reduced earnings. The secondary banks
have also, had to borrow dome~tically and offshore to increase
liquidity as they have been less effective at mobilizing deposits.
The Rural Banks are unit banks designed to provide banking services
in areas generally not served by commercial banks. While numerous~

they are small and have succeeded in mobilizing less than 3% of
total deposits held with the banking system (see Section V).

B. Geographic Distribution: There were 446 bank branches in
Ghana in late 1987 (see Annex IV-2)~ up from about 355 in 1983. Most
of the increase has come from the growth of Rural Banks (57) and
secondary banks (30) since 1983. Annex IV-3 highlights the regional
distribution of banks in mid-198B.
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Nearly half of all bank branches at the end of 1987 were those of
the primary banks~ which have remained steady since 1983 (201
vs.2(5). Ghana Commercial Bank is the largest bank in Ghana with 150
branches. Bar~lays and Standard Chartered have 30 and 25 branches~

respectively.

The secondary banks (less Ghana Co-operative Bank) had 124 branches
as of September 1987. The la,-gest of these was Social Security BanI:;
(44 branches)~ followed by the Agricultural Development Bank (34)
and National Savings and Credit Bank (18). The Rural Banks numbered
117.

The geographic distribution of branches was far less concentrated
than deposits and loans~ although the Northern and Upper Region~, had
only 32 total banI!' branches. The Greater Accra Region had the most
bank branches (76)~ with 41 primary banks and 29 secondary banks.
The Ashanti (71) and Eastern (65) Regions followed; each of these
Regions was widely represented by the Rural Banks~ with 21 and 22~

respectively. The least represented regions were the Northern (14)
and Upper (18) Regions.

Based on 1984 population figures~ the distribution of banJ( branches
does not significantly deviate from population distribution except
in the Greater Accra~ Northern and Upper Regions. The following
chart highlights the distribution of population and bank branches:

1984 1987
Population Banl( Branches
---------- -------------

(I.) (I.)

Greate,- Accra 11.6 17.0
Ashanti 17.1 15.9
L-Jeste,-n 9.2 q ,

, .0

Eastern 13.8 14.6
Cenb-al 9.4 12.3
Brong-Ahafo 9.7 12.6
Volta 9.8 9.4
Northern 9.5 3.1
Upper 9.9 4.0

: ',}
..'.
, "

r', •

. .j
. I

Source:

I f ~"tle consider
concentration
Representation
basi s as t he,-e

Statistical Service (Population);
Banldng Source:. (Bani,; Branches)

only the primary and secondary banks~ the p~ttern of
in Greater Accra becomes more apparent.
in the Northern and Upper Regions increases on this

are only four Rural Banks in these three regions.
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Great~l- Accra
Ashanti
L-JE'stern
Eastern
Centt-a I
Brong-Ahafo
Volta
NOl-thet-n
Uppet-

1984
Population

( I.)

11.6
J.7.1
9.2

r~,.8

9.4
9.7
9.8
'9. ~I

9.9

Primary/Secondary
Branche<=,

( I. )

21.3
14.9
9.7

13.1
9.7

12.2
9.4
4.3
S.S

Source: Statistical ServicE' (Population);
Banking Sources (Bank Branches)

.. -;

:: ."~
I, ,

·u
'.1
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Due to the distribution of branches and low representation in the
Northern and Upper Regions~ credit unions have provided some of the
basic banking services not providE'd:~y the formal sector (see
Section VII). However~ it is unlikely that the formal sector will
dramatically raise its profile in these areas any time soon. Even in
Tamale, Ghana's 4th largest city (population: 500~OOO), there are
only 10 banks, showing that it is economic activity and not
population that drives banlc branch openings. While branches have
been opened in many rural areas~ this has been due to the urgings of
the Government of Ghana for socjal reasons~ and not based on profit
considerations •

C. Deposit Mobilization: The aggregate balance sheets of the
formal financial sector (see Annex IV-1) reflect differences in sizE'
and funding sources. The primary banks rely on deposits (Ghana
Commercial Bank~ Barc1ays~ Standard Chartered) and short-term
balances due to other banks (Ghana Commercial Bank) to fund their
assets, whereas the secondary banks have often had to borrow
long-term, domestically and offshore~ to complement their deposits.
The Rural Banks depend on savings accounts and general deposits,
with less borrowings proportionally than the secondary banks.

Historically, the primary banks have attracted greater deposits (see
Annex IV-4), standing at C49.4 billion (USS280.8 million) at year
end 1987, or 63.4% of total demand~ savings "and fixed/time deposits.
Nevertheless, market share has decreased since 1984, when the
primary banks held 70.8% of total deposits. Furthermore~ given the
primary banks' 205 branches compared to 124 secondary bank branches
at year end 1987, the secondary banks have shown slightly greater
per branch efficiency in mobilizing deposits. Part of this has to do
with the Government placing its deposits with Government-owned
banks, most of which are secondary banks. The following briefly
summarizes competitive efficiency in attracting deposits (figures in
millions of cedis from December 1987):
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Total Deposits
Primary Banks:

Deposits/Branch
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Ghana Commercial Bank
Barclays
standard Chartered

Total/Average

Secondary Banks:

Social Security Bank
National Savings and Credit Bank
Agr icul tura 1 Development Banlf.
Bank for Housing and Construction
National Investment Banl(,
~'Ierc hant Bank
Bank of Credit and Commerce

Total/Average

Rural Banks:

28,184
10,952
10,276

49,412

15,:::.22
2,095
1,925
5,411
2,747
2, ~I07
1,881

31,888

2,203

187.9
365.1
411.0

241.0

:::.48.2
116.4
56.6

541.1
274.7
835.7

1,880.9

257.2

18.8

., .

, ".,
.. '

; .1

. ,'",
~ -.,

Source: Banking Sources; these totals exclude
the Ghana Cooperative Bank.

The efficiency of deposit attraction is skewed, with the most
efficient being Bank of Credit and Commerce (BCC) and Merchant Bank.
These two banks only have four total branches, focusing on trade and
corporate finance. Located in Accra, Kumasi and Takoradi, they are
in the prime areas of industry and commerce which generate the
greatest amount of deposits. They are also both part of a
multinational system, making it easier to establish foreign exchange
and corporate accounts with Ghanaians at home and abroad.

At the lower end is the Agricultural Development Bank (ADB) and the
Rural Banks which were designed to provide banking services to the
rural agricultural communities not served by the other institutions.
Their inability to attract greater deposits relates to their focus
on small-scale farmers and isolated rural areas, as well as the
general problem of why 40% of broad money is not deposited with
Ghanaian banks:

poor service;
inconvenience;
high transactions costs;
lack of confidence and trust in the banking system;
personal short-term liquidity needs;
unsuccessful bank advertising and marketing; and
more personalized, locali~ed and convenient
alternatives (i.e., "susu").

-125-



,.,..
,~ ..

.. '. ,
, ,

.1

, -.
'..

..' ..
"

Whether rural depositors place iwportance on negative real rates is
debatable as the "susu" concept is predicated on negative nominal
rates. Rural communities appear to place a higher value on safe
stores of wealth (i.e., banks, honest susu men), rather than
positive real returns.

However, a major share of broad money not held by the banking system
are the funds of affluent traders and wealthy individuals
concentrated in the urban areas. This is due to their general
skepticism resulting from Government measures in earlier years to
freeze accounts while investigating tax liabilities, recalling of
loans used to finance trading inventories, negative real returns and
demonetization of high denomination notes. The Government has since
made a public commitment to respect bank account confidentiality,
and most bankers believe public confidence has been partially
restored as a result. These attitudes affect the urban-based banks
more than the ADB or Rural Banks.

Ironically, the National Savings and Credit Banl( (NSC) rates as one
of the least efficient institutions at attracting deposits. Designed
specifically as a savings institution~hich later broadened its
banking scope, its 18 branches have the lowest per branch deposits
aside from the ADB and the Rural Banks. This is partially due to
the similarity in focus on smaller-scale individuals, with NSC's
customers often representing lower- and middle-income urban
residents. It is "also due to mismanagement of their relationship
~~ith the postal service, which was used until 1985 to attract
savings deposits.

If branch efficiency is skewed in favor of the small corporate
banks, the reqional distribution of deposits is even more skewed
(see Annex IV:5) as' shown in the following chart:

Greater Accra
Ashanti
"'Jestern
Eastern
Brong-Ahafo
Central
Volta
Upper
Northern

Regional
Deposits

56,502
8,216
5,514
4,341
2,767
2,757
2,295
1,142
1,2'29

Regional/
Total Deposits

ill

66.7
9.7
6.5
5.1
...... "'7
.J .....'.,. ..,
.•'. L

2.7
1.3
1.4

j' -..

. ,
Source: Banking Sources

,',

While Greater Accra has only about one in five of all primary and
secondary bank branches, its deposit share is more than three times
that. This clearly reflects the regional concentration of wealth,
and with it banking needs and relationships, public familiarity,
population density and transport facilities. While Greater Accra
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attracts a far greater percentage of deposits compared to number of
branches, all other regions show the reverse. Thus, despite 83% of
all banl( branches being located in Ghana's nine other regions, they
only constitute 33% of the deposits in the banl<.ing system.

All together, primary and s~condary bank deposits totalled C81.3
billion, or 61.5% of broad money at year end 1987. Adding the Rural
Banks, deposits were 63.1% of broad money. While increasing slowly
since 1985, the 1987 Deposit/H2 ratio reflects a decline compared to
1983~ suggesting that much of the money put into circulation in
recent years has stayed outside the banking system due to inflation~

cun-ency deprec iation, some 1 ingering sl(epticism about Govet-nment
declarations to respect ,bank account confidentiality, and a general
lack of confidence in the banking system. The following chart
highlights recent deposit trends measured against broad money:

"

"
;:

, I

1983'
1981l
1985
1986
1987

:

:

Total Deposits

14,965
21,343
34,572
54,615
83,500

1"12

,.20,4'17
35,300
56,300
86,400

132,300

Deposi ts/f'12

73.0
60.5
61.4
63.2
63.1

: .;

: ~-

,'"-

", .'

" ,

I'.;:'

'"

Source: Statistical Service (for deposits 1983-1986);
Banking Sources (1987 deposits) and all Rural
Bank deposits World Bank and Ministry of
Finance (few N2)

These figures do not include the deposits of the Ghana Cooperative
Bank, although these would not change the relationship
significantly. Ghana Cooperative Bank had only C1.2 billion in
deposits in September 1987, and possibly less by year end.

The structure of deposits shows differences between the primary and
secondary banks (see Annel': ['.)-6), a.s ""e 11 a,s Vii th the Rur.1 I II.mks.
The primary banks h.3.d ::;.5.7,: of tota 1 depo" I I,. i.n curren t accoun ts,
31.8% in savings dep'1·.II·. a.nd only 12.4% in fh:ed/time deposits.
The =e!.:r-y banks had 58.51. of deposits in current accounts, 28.71.
in fixed/time deposits, and 12.61. in savings deposits. Rural Banks
were far different, with 75.61. af deposits in savings accounts and
only 24.41. in current accounts. This suggests that meager as the
deposits are~ that there is substantial demand in rural areas for
savings plans, and that banks can be more effective in attracting
these.

Due to their greater number of branches, more established presence
and history of corporate clienteles, the primary banks have alw~ys

dominated the banking sector's aggregate current accounts. The
banks generally require an active current account to be operative
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for a minimum 01 six months be10re entertaining credit requests.
Considering that approximately 51.1% of all outstanding loans are
through the three primary banks~ this serves as a magnet for
attracting deposits. The following chart highlights the primary
banks' leadi~g share of demand deposits:

1983 1984 1985 1986 1987

Primary Bank Demand (% ) 68.0 70.5 64.7 57.9 61.7
Secondat-y Banl~ Demand (/:) 30.8 28.4 34.3 41.3 37.3
Rural Bank Demand ( ~~) 1 ? 1.1 0.9 0.8 1.0.~

While the secondary banks appeared to be gaining demand deposit
share from 1985-1986~ the primary banks increased their share in
1987. It is not clear e}tactly ~'";!hy this occurred. The primary banl<;s
had a net decr-ease of h"o branches in 1987 ~..hile the secondary banl~s

added two (net) branches. One possibility is that there has been
some restoration of confidence in the safety of deposits~ and that
some of the larger depositors~ whose. money was outside the system~

decided to place their funds wjth the·.primary banks. This was most
notably the case with Barclays~ whose nOminal deposits increased
74.3% in 1987. Ghana Commercial Bank and Standard increased their
nominal deposits 40.9% and 36.2%~ respectively.

What is crucial about primary bank demand deposits relative to the
secondary banks is cost. As these deposits usually constitute
"ft-ee" funds for the banl(,s~ the higher the pt-oportion of demand
deposits~ the lower the bank's cost of capital. At year end 1987~

the primary banks' demand deposits were 29.5% of total liabilities~

while the secondary banks' ratio was 25.8% in September 1987. This~

as well as the marginal benefit of having more savings deposits than
fixed deposits~ contributed to the primary banks having lower
relative interest costs compared to most of the secondary banks.
The Rural Banks had current accounts that were only 20.4% of total
liabilities~ due primarily to their larger proportional share of
savings accounts. Relative to system-wide demand deposits~ Rural
Bank figures are immaterial.

While the secondary banks have increased their share of demand
deposits in the 1980's~ they have traditionally not been able to
attract savings nearly as effectively as the primary banks.
Secondary banI!' savings share has never been higher than 21%~ and has
shown a net decline since 1983. Rural Banks have clearly been more
effective at mobilizing savings deposits compared to demand
deposits~ achieving 6.81. of total system-wide savings deposits
despite having been effectively in operation for less than ten
yeat-s.

.'
··i'

..'
, .'

Primary Bank Savings (%)
Secondary Bank Savings (%)
Rural Bank Savings (I.)

1983

74.7.
18.7
7.0

72.6
19.3
8.1

1985

72.8
20.5
6.7

1986

72.8
21.2
6.0

1987

75.7
17.5
6.8

. ":'
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To attract more deposits, the secondary banks have been more
aggressive in utilizing fi~led/time deposits. This has most notably
been the case with Social Security Bani" as the Social Security and
National Insurance Trust has demanded higher interest earnings for
the large deposits it places. As shown in Annex IV-7, interest paid
on fixed/ time deposits has varieJ, but generally been 50-150 basis
points above the savings rate depending on duration. Among the
secondary banks, Social Secur~ty Bank held 41.4% of fixed deposits
and 25% of total bank fixed deposits. The Rural Banks have made no
impact in fixed/ time deposits, reflecting the liquidity constraints
of their customers and limited marketing efforts by the Rural Banles.
The 10110wing highlights fixed deposit shares:

Primary Bank Fixed (%)
Secondary Bank Fixed (%)

1983

17.4
82.6

1984

27.8
72.2

1985

~t~t.2

46.8

1986

50.2
49.8

1987

39.6
60.4

, ,

., .
" .~

. -
.;

- .;

.-:

As far as the composition of fixed/time deposits, all deposits were
no longer than 12 months through 1984. In 1985, the Bank of Ghana
introduced a fixed deposit scheme of 24 months to promote more
stable funding sources for the banks. While no statistics were
available on the specific breakdown of fixed deposits, it is assumed
that.only a minute portion of 1987 deposits were for 24 months.
Fixed deposits of 24 months were attractive in 1985, paying 19%
interest while Treasury bills paid 17.5%, savings paid 16.5% and the
inflation rate was reduced to 10.4%. Nevertheless, a rekindling of
inflation in 1986-1987 turned fixed/time deposit rates negative in
real terms, and depositors are assumed to have their money committed
for shorter durations to meet the rising costs of consumption and
investment needs .

Overall, deposits have shrunk in
cedi deposits to average official
dollar, the following represents
since 1983:

real terms since 1983. Adjusting
exchange rates with the U.S.

a constant value of bank deposits

! .:,.
; ;

...•.

.. : ~

.!:
':.

1983 1984 1985 1986 1987
----- ----- ----- ----- -----

Prirnat-y Banle Deposits ~,02.7 407.7 419.7 374.::!. .:::;,04.1
Secondary Bank Deposits 209.6 166.2 200.7 224.7 193.2
Rural Bani' De'posi ts 23.8 19.1 15.5 13.3 11.5

----- ----- ----- ----- -----
Total 736.1 593.0 635.9 612.3 508.8

----- ----- ----- ----- -----

Only in 1985, with drastically reduced inflation and a restoration
of confidence, was there a real increase in the value of cedi
deposits. Nevertheless, the real value of 1985 deposits was still
13.6% less in value than in 1983. Small as Rural Bank deposits are,
it is worth noting that in the last five years there has not been a
real increase in deposits, reflecting limited cash resources

-129-



available for savings, high transactions
ineffectiveness at mobilizing demand deposits.

and banl~

:i

,.t..

~ ",

-: .

.. "~

, '
"

"

I .~,.,
: ~

~ '.'

,':-

:'\
:'.

To promote increases in deposits, banks need to improve services and
develop instruments that pay competitive rates to provide depositors
wi th higher' and, ul timatel y, po!:.i ti ve real returns. The cL\t-,-ent
method of paying interest on savings accounts is to pay a nominal
interest rate (i.e., 21.5%) on the lowest balance during a six-month
period. This reduces the effective savings rate, creating less of
an incentive for depositors to place their funds with banks. Banks
could also include inflation-adjusted or indexed returns, free
checleing and other privileges for balances held above certain levels
for varying periods of time, free services (i.e., transfers) in
exchange for long-term deposits, and basic financial planning to
accommodate the cash flow needs of farmers to encourage increased
deposits. While this will increase interest and operating expenses,
the recent deregulation of interest rates provides room for
increased earnings from loans to cover additional expenses
associated ~'Jith deposit mobilization. Some banles have established
sub-branches and agencies to broaden their distribution networks,
but these have generally been unsuccessful at generating profits or
mobilizing deposits. A better e1fo~t at integrating banks into
communities, using funds for visibly local development, educating
the public and being sensitive to customer needs will all be
necessary if the banks are going to be effective at increasing
deposit shares relative to broad money.

The key to mobilizing greater deposits ultimately relates to
management, public confidence and profitability. Improved
management of credit portfolios, investments and operations will
increase interest margins and reduce overhead ratios. This in turn
will provide banks with the resources needed to compensate
depositors at positive real rates, something which urban depositors
are bound to be more cognizant of over time. Likewise, management
will be required to improve services, effectively reducing
transactions costs to the depositor. This is likely to be
noticeable to both rural and urban depositors. Barclays is
currently computerizing its savings accounts, eliminating the
time-consuming and inefficient passbook system. This is a step in
the right direction, although much easier to achieve when a bank's
deposits are so highly concentrated. Clearly a bank such as the ADB
or the Rural Banks will find it more difficult to computerize to
improve services.

The banking system could also devise a deposit insurance scheme
collectively or through the Bank of Ghana to add to public
confidence. Typical of many developing countries' banking systems,
focus has been on the asset side of the balance sheet, accentuating
credit to promote productive investment. Thus, an insurance scheme
exists for agricultural loans, but has not been developed for
deposits. When the Co-operative Bank declared itself insolvent in
1983, the Bank of Ghana had to intervene to ensure depositors
received their funds upon demand. Nevertheless, this shattered
confidence in the banking system as there is no guarantee that the
Central Banlc ~';Iould 0'- could dD so again. In some cases, depositOl-s
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have yet to receive their 1unds, 1urther undermining con1idence.
Combined with other past developments (i.e., the 1reezing 01
accounts to investigate tax liability, the demonetization 01 50-cedi
notes) and still 1requent reports 01 corrupt bank ~anagement, public
con1idence in the banking system has still not been 1ully restored.
The banks wili need to innovate, be more aggressive and improve
service levels i1 they are going to attract the 40% 01 broad money
that is currently outside 01 the banking system. Further, the
Government will have to demonstrate over the long term that its
stated respect 10r the con1identiality 01 bank accounts is e11ective
policy, and not a temporary measure to simply attract deposits to
the 10rmal sector. The indicators suggest that Government
inter1erence with individual bank accounts is perceived as 1ar less
01 a problem now than a 1ew years ago.

D. Non-Deposit Liabilitie~: neposits constituted 53% 01 primary
banl~ liabilities (December, 1.987) and 44% 01 secondary banI,;
liabilities (September, 1987). The primary banks make up the
di11erence in di11erent ways. Barclays and Standard Chartered have
the vast majority 01 their liabilities in deposit 1orm, achieving a
stable 1unding position. The GCB, on the other hand, has a large
proportion 01 "other liabilities", generally thought to be
employee-related reserves (i.e., pension, wel1are, gratuities,
etc.). However, the GCB was not speci1ic about these, and it is
possible they constitute borrowings to shore up liquidity. Despite
this, the GCB still has a strong deposit base 01 47% 01 total
liabilities, although this lags Standard (88%) and Barclays (73%) .

The secondary banks have a di11erent non-deposit liability
structure, borrowing long 1rom domestic and 10reign institutions,
primarily the latter. As 01 September 1987, 10reign bank borrowings
were 18% 01 total liabilities and domestic borrowings were 5.5% 01
total liabilities. ThUS, secondary banl~ long-term borrowings were
nearly 24% 01 total liabilities, compared to 0% 10r the primary
banks. Much 01 these borrowings were passed through the Bank 01
Ghana, which was responsible 10r administering loans originally
1inanced by the World Bank and IMF, and utilized to ensure adequate
liquidity 10r depositors. In other cases, loans have come 1rom the
EEC, A1rican Development Bank and IFAD. In the event 01 substantial
loan write-011s, additional equity will be needed to cover lost
reserves as the banks' creditworthiness will have declined. Rural
Bank borrowings were not disclosed, but are proportionally less than
those 01 the secondary banks.

E. Equity: Aside 1rom Barclays, Standard Chartered, the Bank 01
Credit and Commerce and Merchant Bank, most 01 the banks appear to
be undercapitalized. Because detailed Income and Expenditure and
loan quality in1ormation is not readily available, it is di11icult
to determine capital adequacy. Nevertheless, given the generally
accepted notion that most banks have a high percentage 01
non-per1orming loans that will ultimately be written 011 the books,
it is sa1e to say that capital adequacy is a problem, particularly
with the secondary banks.
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At year end 1987, capital and reserves at the primary banks were
26.7% of total loans and advances. Whether this is adequate depends
on asset quality. In the case of Barclays and Standard, capital and
reserves accounted for 43.2% and 30.11., respectively, of loans and
advances. This would appear to be satis1actory, particularly since
these banks are multinationals of recognized creditworthiness. In
the case of Ghana Co"~ercial Bank, however, the ratio of capital and
reserves to loans is 16.5%, which may not be satisfactory,
particularly with 25% of its loan portfolio out to agriculture.

On the part of the secondary banks, capital and reserves were only
11.8% of loans and advances. This is far less cushion than is
necessary, particularly since most of the secondary banks have less
portfolio diversification than the primary banks. Banks such as
the National Investment Bank, Bank for Housing and Construction and
Agricultural Development Bank have all borrowed heavily from
domestic and international sources to shore up liquidity. Fears of
a liquidity crunch at these and other banks relate to poor asset
quality, limited earnings, insuf1icient capital and bad management.
Given poor loan quality, the secondary banks will ultimately have to
recapitalize.as reserves will not be sufficient to cover write-offs.

The Rura 1 Banl(s had capi tal and reserves at 20.41. of .Ioans at yeat
end 1987. This is also thought to be low given that nearly 501. of
loans are extended to agricultural enterprises, loan repayment rates
are low, management skills are generally lacking, and most of the
areas show limited value-added economic activity. To their credit,
however, the Rural Banks only report cash profits. Thus, whatever
earnings are retained to strengthen capital are economic profits as
well as accounting profits.

F. Loan Policies: Though loan policies differ from bank to
bank, there are some similarities with regard to sectoral loan
allocation requirements, as stipulated by the Central Bank, and loan
schemes involving small-scale farmers. The Central Bank's
regulation on agricultural lending is that all banks except BHC and
NIB are obligated to commit at least 201. of their total loan
portfolios to agriculture. In practice, however, reported
agricultural loans were only 18.91. of total loans at year end 1987,
with only the Ghana Commercial Bank, Agricultural Development Bank
and Rural Banl(,s above 20~·:. F'~lrther, the Banl( of Ghana failed to
assess penalties on those banks not complying with the regulation •
Lack of enforcement served as an additional disincentive for banks
to lend to agt-iculture. Other considerations are discussed below .

, 1
: '.~

~ .\

'. .~

"

;" ..

i) Group Loan Policies: As regards loans to small-scale
farmers, the banks use a Group-Lending System for small
producer groups instead of lending to ~ooperatives (which
have not been effective in Ghana in past). Under the Group
Lending System, small-scale operators cultivating specific
crops or undertaking similar ventures with comparative
advantage are' organized and financed. Such group loans are
payable at the end of each season.
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ii)

iii)

The group members on their own elect a leader and executive
members, while the entire group jointly and severally
guarantees repayment of the loan. Executives assist in loan
collection at the end of the season. While the loan is
grante~ to the group, each member is responsible for a
proportional part of the loan. Failure of a member to repay
results in the group being held in default (unless the rest
of the group covers his obligation), and is denied further
credit until full payment is made. Because of this
collective responsibility for repayment, group pressure is
brought to bear on defaulting members so as to ensure
continuity of loans to the group. Under this system, no
formal security or collateral arrangements are enforced since
the group itself and social sanctions serve as security.

This group lending approach was innovated by the ADB in 1969,
and even though there have been various modifications by
other banks, they all tend to serve the same purpose of
providing credit to small-scale farmers with no tangible
security. For instance, the GCB's version is called the
Commerbank Farmers Association (CFA) under which 1% of the
loan amount granted to the:' group 'is held by the banI, and put
into an insurance scheme again~t defaults by deceased
mernbet-s.

hthile the group lending ~.cheme is not foolproof, t-epayment
rates of about 80% have been recorded by the ADB in normal
years of production. Other banks, such as Standard
Chartered, have claimed repayment rates are very high.

'However, this is often a question of management. The GCB has
repot-ted ,-epayment problt:.>ms l'iith its scheme, due largely to
poor management and lack of monitoring. Generally~ however~

recovery rates obtained ~nder group lending are higher than
individual loans because of the group pressure applied by
members.

Individual Loan Policies: Individual loans are usually
provided to farmers considered as medium- to large-scale
holders. In Ghana, farmers cultivating between 10-50 acres
of maize may be considered medium-scale holders while those
cropping above 50 acres are termed large-scale farmers. Loans
granted to individuals are generally backed by securities
which may take the form of immovable properties~ personal
guarantees and indemnifiers, life insurance policies~ etc.~

depending on the condition, nature and amount of facility
granted.

Types of Loans: Three types of agricultural loans based on
duration are provided by banks in Ghana. These are:

!'~

~ :.',

a. short-term, or up to 1.5 years. These are typically
granted to meet production, transportation and
marketing costs, i.e., working capital requirements;
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b. medium-term, or between 1.5 to 5 years. These loans
are main 1y i or purc hases oi i arm equi prnent, 1 i vestoc h:
and iishing; and

c. long-term, or loans granted ior over 5 years. These
are made ior new and e~isting projects which require
heavy capital outlays with long gestation periods,
such as tree crop plantations (i.e.~ oil palm,
coconut~ etc.) and cattle ranching.

iv) Eligibility Criteria ior Loans:
loans include:

Eligibility criteria ior

c. prospective borrowers are required to make some equity
contribution to the project being iinanced as an
indication oi a borrower's commitment to the project.
Borrowers' contributions may take the iorm oi e~isting

investment~ cash contributions, iarm-iamily labour
contributions, etc. In the case oi equipment
purchases, the contribution may be as high as 40% oi
the total investment cost.

!
· ,

a.

b.

activities to be iinanced must be in Government
determined priority sectors, i.e., iood crops and
export commodities. In some cases, banks have their
own priority areas and may not iinance activities
outside these areas. For instance, Standard Chartered
does not iavour the iinancing oi piggeries and
backyard poultry enterprises, presumably because oi
the marketing proolems piggeryiarmers encounter,
while backyard poultry· i~ not considered a viable
economic unit to warrant bank iunding;

activities attracting loans must pass viability tests
relating to technical, commercial, iinancial/ economic
and manag~rial aspects; and

· .; :

• J;

· .
" .. ~

" :

:. :~
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v) Interest Rates and Non-Interest Fees Char oed by Banles: Until
October 1987, interest rates charged by banks were regulated
by the Bank oi Ghana. The current policy oi deregulation
allows banks to determine their own interest rates which are
to be displayed on notice boards at banking p~emises.

The general observation since deregul ation is that banles have
revised their interest rates only once, making it a iairly
stable interest regime. The previous interest levels were
23.5% p.a. for agricultural loans while all other activities~

including overdraits and advances, carried 26% p.a.
Currently, the rates ior agriculture are about 26%, with a
range oi 29-31% ior all others. Though discriminatory
interest rates ior agriculture and other activities are not
prescribed by the Central Bank now, the banks have generally
maintained a 3% disparity between agricultural loans and
others.
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At the outset of interest rate deregulation, the GCB
announced a 2% reduction on agricultural loan interest. The
rationale behind this was not clear since the GCB has
problems with its loan port-folio and has generally shown a
reduction in relative commitments to agriculture since 1984.
A plausible explanation may be that since most other banks
are reducing their exposure to agriculture, the Government
has pressured the GCB to partially compensate for the
difference. The lower interest rate should stimulate demand.

Another interesting observation since the deregulation of
interest rates is that the primary banks have set the
interest rate targets for the smaller banks, with the latter
following the primary banks' lead. This situation is
indicative of conditions not dissimilar to a monopolistic or
oligopolistic banking industry. However, it is uncertain if
these rates are in fact high enough to cover most banks'
operating costs. With weak profitability reported on an
accrual basis, high volumes of non-performing loans, and a
large number of employees without commensurate levels of
productivity, it is likely that existing interest rates are
not high enough to cover operati~~ costs. This point is made
more apparent when compared to the inflation rate which is
reported to have risen above the 1987 figure of 40%.

Anothel- intel-esting point is that, whi I e banks find negative
real rates of int~rest to be an obstacle to efficient
banking, most of the Ghanaian public believes interest rates

,are far too high. Nominal rates have risen in recent years,
and the perceived inability to afford the interest rates
banks charge discourages potential borrowers from applying
for loans. That these very same interest rates would not
cover the banks' operating costs is viewed as an
impossibility by most of the non-banking public.

Non-interest charges levied by primary and secondary banks
include a uniform rate of 1% as a commitment fee, a maximum
of 2% as supervision fees (mostly applied by specialized
secondary banks such as the ADB and NIB), and stamping duties
and fees sanctioned by the Lands Valuation Board and Deeds
Registry. These fees are regulated, although many Rural
Banks charge higher fees (up to 8%).

Though the banks have designed and evolved loan policies for
small-scale borrowers, the high risks associated with agricultural
lending coupled with the lack of adequate collateral has led to most
banks not complying with the 20% regulation of total loan portfolios
to agriculture. Even if banks comply, since there is no regulation
as to the percentage which should be allocated to small-scale
farmers, it is most likely that small-scale operators will continue
to be discriminated against.

The deregulation of interest rates has not brought about any
appreciable level of competition among the banI,s since the' small'
banks have not innovated enough to compete with the "leaders'. The
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end result is
increased ac:cE'SS

that small-sc:ale farmers are less likely to have
to formal c:redit in the near future.

,.
!j

G. Loan Portfolios: The aggregate balanc:e sheet (see Anne~

IV-2) for p~imary and sec:ondary b~nks shows roughly equal loan
sizes. Primary banks have a 51.1% share oi loans~ the sec:ondary
banks have 46.7% (this exc:ludes Ghana Co-operative Bank)~ and the
Rural Banks have 2.1%. Ghana Cooperative Bank had Cl.2 billion in
loans in September 1987~ although rec:overy rates were reported to be
less than 10%. Trends in the last five years show that the sec:ondary
banks have inc:reased their shal-e of loans~ al though the c:hal-t belo~"

does not tal~e into ac:c:ount the qual i ty of the loan port101 io. 'The
Rural Banks have never held anything but a very minor share of
aggregate loans, and this relative share has bec:ome more marginal
sinc:e 1983 despite nearly doubling the number of Rural Banks.

1983 1984 1985 1986 1987
';

Primary Banl( Loans ( ~~) ~13.8 53.1 55.0 54.4 51.1
Sec:ondary Banl( Loans (~~ ) 41.~1 42.9 42.7 44.0 46.7
Rural Bank Loans ( I.) 4.7 4.0 2.4 1.6 2.1

'--,
"

.. !
1.-,

," ::
, "
~ ~J

Most notable in terms of loan growth (se~ Anne~, IV-8) has been the
Bank for Housing and Construc:tion (BHC) whic:h~ sinc:e 1985~ has had
the sec:ond largest loan portfolio in the c:ountry. This partially
re1lec:ts inc:reased ac:tivity in the building and c:onstruc:tion trades
and BHC's loans to manufac:turing interests. Nevertheless~ deposit
growth is well below loan growth~ BHC is borrowing heavily and
rec:yc:ling those borrowings into loans~ and many of its loans to
c:ontra~tors are apparently not being servic:ed as c:ontrac:tors either
await payment or misappropriate 1unds. BHC's problems 01
non-performing loans are typic:al of the development banks~ and
highlight problems affec:ting most 01 the sec:ondary banks.
Deterioration in asset quality, partic:ularly with c:apital and
reserves at only 4.9% of loans~ is a disastrous prospec:t with whic:h
BHC will undoubtedly have to deal. The following summarizes loan
share among the primary and secondary banks (exc:luding Ghana
Cooperative Banl() sinc:e 1983:

1983 1984 1985 1986 1987

( I.) ( I.) (I. ) ( I.) ( I.)

Ghana Commel-C: ia 1 Bani' 38.8 :::.2.9 33.7 33.3 28.7
Bani' for Housing ~" Const. 10.5 10.7 14.7 13.3 18.2
Standard Chal-tel-ed Bank H).O 12.6 12.4 12.5 12.6
Soc:ial Sec:urity Bank 13.6 11.9 9.8 12.9 11.6
Barc:lays Bani, 8.~, 10.2 10.0 9.6 9.0
National Investment Banl( 4.4 5.7 5.9 6.0 7.1
Agric: • Development Banl( 8.4 7.9 7.0 5.9 6.4
l'1el-C: hant Banl( 2.:::. 4.5 3.1 3.5 3.5
National Savings & Credit ::;•• 4 2.7 2.6 2.3 2.1
Banl( fOI- Credit F." Commerc:e 0.2 0.8 0.6 0.7 0.8

Soul-c:e: Banl( ing Sourc:es
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The most consistent bank has been Standard Chartered~ with 12.6%
market share. The Ghana Commercial Bank has been dominant~ yet in
1984 and 1987 experienced sharp declines in loan share; since 1983~

GCB's position has declined from 38.8% of total loans to 28.7% in
1987. Barclays has maintained relatively stable loan shares~

although its position has declined since 1984 from 10.2% to 9.0% in
1987. Among the secondary banks~ BHC has grown from 10.5% in 1983
to 18.2% in 1987~ while Social Security San'( has declined from the
second (13.6%) to the fourth (11.6%) loan producer in the banking
system. Once again~ these numbers include non-performing loans~

thus obscuring effective market share. If only performing credits
were measured~ there is a good chance that the shares of Standard
and Barclays would rise~ while most others would fall. How bad most
loan portfolios are~ and how much real market share each bank has
will not be known until after the banks recapitalize~ write off bad
loans~ and develop effective loan monitoring~ ageing and arrears
procedures.

With regard to loans to small-scale farmers~ it is noteworthy that
the Agricultural Development Bank~with its 34 branches and 16
sub-branches (second after GCB)~ had orilYb.4% loan share in 1987.
The ADB clearly does not have a monopoly on agricultur~l credit~ and
GCB's reported agricultural credi~ alone would ran'( sixth in loan
size against the total portfolios of the other ban'r.s. Nevertheless~

with ADS's specialized focus and relatively large distribution
network~ and given that agriculture accounts for roughly 50% of GDP~

it is clear from the chart that the banking system has been
ineffective at credit management regarding small-scale farmers.
This is not synonymous with credit delivery~ as agricultural loans
were a far higher percentage in 1983. But loan losses in
agriculture have created disincentives to this sector~ reducing
credit delivery. This point i~ reinforced when we add the 117 Rural
Bank branches that were responsible for only 2.1% of total credit
from the formal financial sector at year end 1987. This relates to
the banks' general perception that the risk of agricultural credit
generally exceeds the return~ thus diverting credit to the
industrial and commercial sectors.

I'lost of the credit pl-ovided by pt-imary and secondary banlf.s is
allocated to industry and commerce (trade). The aggregate sector
distribution of bank lending (see Annex IV-9) shows that 62.5% of
total 1987 primary and secondary bank loans were extended to
manufacturing~ construction and trading operations~ with 18.9%
extended to agriculture. The figure for agriculture should be
regarded with caution~ however, as many banks classify certain loans
as agricultural when~ in fact~ they are often used for trading
purposes.

One branch manager in the Volta Region claimed that up to 75% of
farmer loans were used for commer~ial purposes~ a revealing point as
it underscores several key constraints to agricultural lending:

:,'

i) trading offers quicker repayment to the bank, sometimes
~iith less risk;
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banks use these and other approaches to avoid
mandated quotas for agricultural lending
increasing fees to compensate fo~ the
concessionary interest rate diff~rential on
loans);

banks do not systematically provide loans
debt capacity~ although they sometimes
farming cash flow considerations
creditworthiness;

Government
(including

nO~'1-defunct
agricultural

· ,
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· ,

iv)

v)

farmers sometimes overstate their credit needs~ and the banks
are aware of this; and

farmers ar~ clearly willing to divert credit allocated for
farming to non-farming activities, with the risk to the bank
being whether the non-farming activities generate cash flow
(i.e., trading) or do not (i.e., weddings, funerals, school
fees~ alcohol, etc.).
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The following chart highlights the 'general mix of primary and
secondar-y banI, loans sinCE' 1983 on a per-centage basis:

1983 1984 1985 1986 1987

I ndustt-y - !'1anufacturing 21.7 27.2 26.9 26.6 28.2
Construction 12.6 10.1 8.9 9.7 9.4

Commercial Import 1.7 2.5 4.7 7.2 6.6
E}:port 1.6 2.1 2 .. 2 3.5 4.9
Other- 10.8 10.8 17.0 17.3 13.4

Agriculture 31.9 30.9 23.1 18.3 18.9
!'1ining/Ouarrying 6.7 4.1 4.3 3.5 4.7
Transport/Communications 6.3 5.4 5.2 5.0 6.0
Electricity, Gas, "'later 0.8 0.2 0.2 0.1 0.1
Other- 6.0 8.5 9.4 8.9 7.9

Source: Statistical Service

The key trend since 1983 has been the growth in commercial and
industrial loans. In 1983, industry (34.3%) and commerce (14.1%)
were less than half of all loans outstanding, whereas agriculture
constituted 31.9% of all loans, second only to industry. This
sectoral allocation changed dramatically in 1985 as loans were
transferred from agriculture (23.1%) to commerce (23.9%), while
industry remained stable at 35.8% (increasing manufacturing loans at
the expense of construction loans). The shift to commerce was a
rational response to pent-up demand after severe supply constraints
and drought had virtually bankrupted the economy, and with the
return of nearly 15% of the nation's population from Nigeria after
the 1984 redundancy order. Nevertheless, the shift in credit from
agriculture to "non-productive" commerce intensified the indigenous
food shortage, encouraging people who might otherwise engage in
agricultural production to pursue different ventures, thereby
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increasing imports at a tim~ when for~ign ~xchange was scarc~. Thus,
th~ a llocation of c r~di t di vE'rted funds a~',ay f ,-om "produc ti v~"
~nt~rpris~s, although it clearly helped alleviate the sever~

shortagE' of goods that exist~d in Ghana during the drought y~ars.

In 1987, t~~ sectoral allocation of cr~dit was little chang~d from
1985, with industry (37.6%) and comm~rc~ (24.9%) ov~rshadowing

agricultur~ (18.9%).

Giv~n that most industrial and comm~rcial loans ar~ focus~d in the
Accra-Tema area, Greater Accra was the leading beneficiary in tE'rms
of loan distribution (sE'e Ann~x lV-10), with 68.4% of total primary
and s~condary bank loans. As with deposits, loan distribution is
skE'wE'd. What is clE'ar is that loans that USE'd to be made in other
regions are now bE'ing channE'led to 6reat~r Accra. Every r~gion

~xc~pt Greater Accra has shown a percentagE' decreasE' in loans since
1983 (the Upper Regions were flat and virtually inconsequential).
The following chart highlights the regional distribution of primary
and secondary bank loans excluding Ghana Cooperative Bank) since
1983 on a pE'rcE'ntage basis:

1983 1984 " ',1985 1986 1987

G,-ea tE"- Accra 54.7 5J.4 56.1 66.4 68.4
Ashanti 13.8 14.1 13.2 10.4 9.7
L'Jestern 7.2 8.0 8.1 6.2 6.6
Easte,-n 6.2 6.8 6.1 4.1 3.7
Brong Ahafo ' ":[ • Q 5.7 4.3 3.70.":" (:1. ,

Central 4.0 3.8 3.0 2.5 2.3
Volta -" -) 2.4 1.9 1.8 1.8........
NorthE'rn :::•• 9 l} .0 3.4 2.3 2.1
Upp~r 1.8 2.6 2.6 2.0 1.7

Source: BanJdng Sources

With most loan activity occurring in the Accra, Kumasi and Takoradi
ar~as, it is no surprise that 851. of these loans are concentrated in
the Greater Accra, Ashanti and Western Regions. Howev~r, given that
most deposits are in these areas as WE'll, one cannot say that thE'
deposits of 70% of the population that is rural are being used to
finance the industrial and commercial activities of urban residents.
For one, most rural people do not deposit money with the banks.
Second, it is th~ industrial and commercial enterpris~s that arE'
genE'rating cash, and th~reby driving increases in th~ nominal
aggregatE' value of banking system deposits. Whil~ it is fair to say
that industrial and commercial loans hav~ incr~ased at th~ expense
of agriculture, thus r~inforcing a rural to urban flow of ~conomic

activity, it is th~ urban activiti~s which are g~n~rating the
d~posits. Th~re is som~ evid~nce of d~posit outflows from th~

Eastern, Central and Volta Regions, but thes~ ar~ minor compared to
th~ total sum of d~posits. )h~re is also evidenc~ that the banks
cannot prud~ntly inv~st small-scal~ farmer deposits in agricultural
ent~rprises without jeopardizing d~posit saf~ty. However, th~

amounts appear to be small relative to th~ aggregate sum of
deposits. Th~ problem with the trend is simply that existing
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deposits, limited in the rural areas, are not being re-invested in
those areas, draining the minimal cash resources of the agricultural
regions and preventing the areas from becoming more economically
dynamic and self-sufficient. Thi~ is particularly evident with the
Rural Banks. (see Section \.'), as ~"lell as the ADB and GCa. The
following chart highlights the positive correlation between bank
deposits and loans (excluding Ghana Cooperative Bank) on a regional
basis for 1987 (in percentages);

Deposits Loans Net
-------- -----

Greate,- Acca-a 66.7 68.4 (1.7)
Ashanti 9.7 9.7
t"este,-n 6.5 6.6 (0.1)
Easte,-n 5.1 3.7 1.4
a,-ong Ahafo :"t • ::, 7•. 7 (0.4)
Central 3.:". 2 .::!. 1.0
Northern 1.4 2.1 (0.7)
Volta 2.7 1.8 0.9
Upper 1.3 1.7 (1:).4)

Source: Banking Sources
-

As for loan maturity, the banks did not provide data on short-term
(i.e., less than one year) versus medium- and long-term credit.
Aside from the National Investment Bank, the Bank for Housing and
Construction, and possibly the Social Security Bank (consumer
installment loans) and Merchant Bank (corporate loans), most banks
are a~sumed to have the vast majority of outstanding loans on a
short-term basis. Longer-term loans, unless having a variable
interest rate feature (which the banks do not yet have) are costly
to banks in an inflationary environment. The high level of
borrowings at the NIB and BHe is directly related to their
term-financed (medium and long) assets which apparently have not
generated sufficient earnings to shore up capital and meet liquidity
needs.

What is clear from the banks is that substantial improvements must
be made in terms of asset-liability management, including updated
ageing and arrearage analyses to monitor asset quality and direct
portfolio decisions. Generally, the banks have shown little
traditional commitment to such standards, thereby ignoring
universally accepted banking practices used in portfolio and cash
management.

While the nominal value of loans has increased since 1983 for the
primary and secondary ban'~s, the real value of those loans decreased
in 1987 when adjusted on a constant basis for average official
exchange rates to the US dollar. The following chart shows the
steady increase in real values of primary and secondary bank loans
through 1986, and the 1987 reversal (in millions of US dollars).
Only the Rural Banks have shown a systematic decline each year in
the constant value of their aggregate loan portfolio, a confusing
problem as the number of Rural Banks has doubled from 60 to 120 in
the last five years.
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198::r. 1984 1985 1986 1987

Primary Ban'~ Loans 17B.1) 188.0 233.0 253.6 169.7
Secondary Bank Loans l::::t~'. ~t 149.1 181.5 204.1 167.5
Rural Bank Loans 15.7 14.1 10.2 7.7 6.2

The reason for the 1987 decline to its lowest real level since 1984
has to do with credit ceilings imposed by the Bank of Ghana to
restrict money in circulation. It was apparent in 1987 that the
inflation rate was increasing for its second consecutive year~ from
10.4% in 1985 to 24.6% in 1986 to 39.8% in 1987. After the
Government's concerted effort to reduce the inflation rate from
122.8% in 1983 to nearly single-digit inflation in 1985~ there was
fear that the economy might be ~overheating~ with budget surpluses
and excess money in circulation. Thus, after steady increases in
real loan values from 1984-1986~ the real value of the primary and
secondary bank loan portfolios· declined 26.3% in 1987. With
inflation still not under control~ Bank of Ghana credit ceilings and
the continuing depreciation of offici~l cedi exchange rates, it is
possible that 1988 will also show a decllne in the real value of
banl~ loans.

Once again.. it shoul d be stressed that the "rea I" va 1ue of loan
portfolios is ultimately determin~d by the ability of the banks to
recover principal and interest~ be it from operating cash flow
and/or asset repossession and disposal. Our "real" value is more
accurately a real book value, with the real value of loans still
unknown.

H. Other Services Offered by Financial Institutions: Aside from
the traditional role of financial intermediation~ banks in Ghana
also render other services such as collection of cheques~ standing
orders, dealership in travellers cheques and foreign currencies
(through Foreign Exchange Bureaux), foreign trade (i.e., letters of
credit), executor and trustee work, safekeeping of valuables, acting
as registrars ior companies in the issuing of shares to the public
(i.e., Merchant BanI') and providing investment and business advice.
Other services are discussed below with a view to assessing how they
relate and affect credit to small-holder farmers.

j.

i) Advisory/Extension Services: Technical advice and extension
services to farmers are th~ traditional responsibilities of
the Ministry of Agriculture, research institutes and the
integrated rural development projects like URADEP, VORADEP
and NORRIP. These agencies are complemented by bilateral
technical assistance such as GTZ and GGADP (see Section II)
and NGO's such as Global 2000, Technoserve, and various
church organizations (see Section IX). If these services are
,-enden?d effE'ctively, thETe is no need fOl- a bank to
duplicate efforts by way of human resources and logistics in
providing the same services.
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Unfortunately, since the 1970"s, extension services have not
been satisfactory (see Section 11). This compelled the ADE
to employ its m"'1n technical staff to complement I, !I!' effor-ts
of the insuificient E";:·ttensiDn ::,te. i ! !tf the f'linistry 01
Agl-icul tun? The ADB tecllll! t d] staff, mostly of middle-level
Ir'aining, are attached to the bank"s Farm Loan Offices
(sub-branches) to offer technical advice to bank customers in
addition to other duties such as disbu~sement and collection
of loans. Most banks have many agriculturalists and
agricultural economists on their staffs to contribute to
improved extension services, although the decline in formal
financial sector interest in agricultural lending has limited
their scope and influence.

With the restructuring and reorganization of the Extension
Department of the MOA, encouraged and funded by the World
Bank/IDA and the African Development Bank/ADF, the technical
staff employed by the ADB will have to be re-trained and
directed to effectively deliver credit, collect loans and
provide credit education. Other banks may follow this
pattern, particularly in the case of Standard Chartered,
which increased its commitment to'agriculture in 1987 •

Equipment Sourcing: In the late 1970"s and up until the
introduction of the foreign exchange auctioning system in
1986, the availability of foreign exchange to major
commercial houses for the importation of agricultural
equipment and inputs was a major constraint. Consequently,
most Government-owned banks contracted lines of credit and,
to a lesser extent, supplier"s credit used to bring in
equipment and inputs for onward distribution to farmers and
fishermen. The lines of credit, mainly from the African
Development Bank and EEC, were long-term loans with
concessionary terms. The ADB, NIB, SSB, BHC, the Rural
Banks, and to a lesser degree the GCB, were the major players
in providing equipment services to agriculture. The ADB and
SHC have subsidiary companies for farm equipment and
construction equipment leasing, respectively: DEMeO
(Development and Mechaniz~tion Company) of the ADB and Plant
Pool Ltd. of BHe.

As already discussed in Section II, the provision of inputs
as a non-banking service is now facing strong competition
from commercial houses. This has resulted from the
improvements in commercial house access to foreign exchange
through the auctioning system, whilst small private traders
have now gained legal access to foreign exchange through the
operations of foreign exchange bureaux.

Mobile Banks: Mobile banking service is very limited in
Ghana. In the early 1960"s the Post Office Savings Bank (now
NSCB) used mobile savings banks extensively, but in recent
years its ~perations have been curtailed due to logistical
support problems and poor roads. At present, apart from a
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few mobile banks operated by the NSCB and some Rural Banks~

the service has not become widespread.

An operational strategy for mobilizing financial resources
around. marketplaces and other brisk business centers (such as
the National Lotteries and the Ministries) has been
implemented to some degree by the SSB, NSCB and the
Coopet-ative Banl~ (in the market centt-e). The mobile banliing
service offers a cost-effective means of reaching out to
rural people with banking services~ while it provides direct
(albeit limited) services to potential urban customers.

Farm/Enterprise Feasibility Preparation: Banks on their own
prepare feasibility studies to determine the viability of
loan requests by individual applicants, companies and
well-established cooperatives. On the other hand, no
elaborate feasibility studies are prepared on loan requests
by small-scale borrowers in "loose" groups.

On request, however, SOme banks do prepare farm/enterprise
feasibility studies for individual clients and companies.
These reports are provided on a tonsultancy basis and at cost
to the one mal(ing the request. Such studies coul d ei ther be
used to obtain facilities from the bank which prepared the
report, or be placed with other banks in support of loan
requests. The general rule~ however~ is that a feasibility
study prepared by a bank's consultancy unit does not
automatically qualify the applicant for a loan. In other
words, such reports are non-committal on the banks as they
are subjected to the same viability tests as other loan
requests by the loan approving bodies within the banks.

The NIB has the most well-established consultancy unit,
called the Development Services Institute, while the SSB
operates a business consultancy unit. The ADB attempted to
run a consultancy unit in the early 1980's~ but due to lack
of patronage and staffing problems~ the unit did not function
as expected. The consultancy outfits operated by the banks
charge fees approximating 1% of the total estimated cost of
the project.

In recent years~ private consultancy outfits have been
established to undertake feasibility studies for clients. The
most prominent ones are JMAS~ Manconsult, Planconsult,
Agrovets and Agroplan. The general observation~ however, is
that farmers, and most particularly small-scale farmers, do
not patronize these firms since they are costly and do not
oifer real advantages over loan applicants without
feasibility reports.

Credit Education: In practice, banks in Ghana have not
offered credit education as a service to their clienteles. No
regular meetings are held between banks and their customers
or prospective clienteles. Except on rare occasions when the
national radio and newspapers report on annual general
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"moral suasion" for
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relate to appeals of
repay loans), not much is

'.I.! Nevertheless, credit education is necessary for the borrower
to know the benefits, responsibilities and obligations
associated with c,-edit, as well as the advantages of being
thrifty and saving with banks. The main benefits to be
derived from credit education are:

a. an increase in public confidence in the banking system
leading to greater deposit mobilization; and

::,
i

b. efficient use of credit by borrowers which will
enhance repayment capacities and creditworthiness.
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The costs lil,ely to be incurred in providing credit education
are difficult to determine, but may be far lower than the
above-mentioned benefits as mass education strategies are
usually employed. ThesE' may tal(e the form of seminars and
workshops at schools, clubs and churches. Credit education
may also take the form of cin~ma, radio and video shows to
the rural people. To date, only credit unions appear to be
explicitly committed to credit (and savings) education (see
sec t i on VI I ) .

Accounting/Bookkeeping Services: The provision of accounting
and boold(eeping !':.ervices as a banldng set-vice is vi,-tually
non-e~istent in Ghana. Though these services are vital for
the effective financial management of enterprises, a general
shortage of trained personnel in accounting and other related
fields in Ghana does not make it feasible for the banks to
provide this service. With a commitment to training, this is
an area of opportunity that could be e~ceptionally lucrative
to the banl(s.

Occasionally, the Management, Development and Productivity
Institute (MDPI) organizes short-term courses in accounting
and bookkeeping for private entrepreneurs at cost. These
courses are run in the cities for literate entrepreneurs. The
vast majority of rural people are not even aware of such
courses, let alone beneficiaries. In this regard, the banks
will welcome technical assistance from the NGOs in providing
accounting/boold(eeping =.ervices to their clientele.

I. Organization and Management of Financial Institutions:
· ;.. " ..·'";

, ".-
i ) Organizational Chart: The organigrams of the various

financial institutions are fashioned on similar lines. with
the Board of Directors/Interim Management Committee (INC) at
the apex and shareholders in the background. Next in the
hierarchy is the Managing Director, his Deputy Manaqinq
Director and Executive Directors. Below the Executive
Directors are Heads of Departments, Area Managers and Branch
Managers, in that order.
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The Managing Director, his Deputy, the Executive Directors
and Heads of Department constitute the manaqement at the head
office. In some banks, only the heads of key departments,
namely. Finance and Accounting, Operations (those connected
with loan risk management), Personnel and Administration,
Research and Internal Audit, together with the Executive
Directorate, form the Management Co"~ittee. Since 1982, the
Trade Union Congress, the CDR's and the Senior Staff have
also had representatives on bank management teams as a result
of the PNDC Government's directive of having grassroots
participation in bank-decision-making processes.

At the branches, the management team comprises the Branch
Manager, Branch Accountant, the head of the Loan Risk
Analysis Team and a CDR representative. A typical example of
a banking organizational chart is depicted in Annex IV~11.

Board of Directors, Composition and Role: The composition of
the Board of Directors differs from bank to bank depending on
whether the Government is the majority shareholder or not.
~'Jhere the Government is a minorit·y shat-eholder, as in the
case of Standard Chartered, Barclays, Merchant and BCC, the
Boards only have Government representations. As regards
other banks which are Government-owned, the Government
appoints the Boards as well as the Managing Director, the
Deputy Managing Director and Executive Directors.

In all the Government-controlled banks, there are
representatives from the Ministry of Finance and Economic
Planning and the Bank of Ghana. The sector ministry for which
a particular banl( has a special focus is also represented on
the Board of Directors. For example, the Ministries of
Agriculture and Rural Development and Cooperatives are
represented on the ADB's Board of Directors.

The difference between an Interim Manaqement Committee (IMC)
and a Board of Directors lies in their composition. Whereas
the IMC's have representation from the local union, CDR and
Senior Staff Association, the Board of Directors have no such
representatives. Another striking difference between the two
is that, while a Managing Director serves as the Chairman of
an INC, the BOD has an external chairman appointed by the
Government. To date, only the ADB and NSCB still have IMC's,
with all other banks having had their INC's replaced by
BOD·s. In general, since the respective management teams of
the banks are accountable to their BOD's, the Boards are more
effective than the INC's in performing the roles for which
they are appointed.

The overall governing of the banks rests with the BOD's,
while day-to-day management and administration
responsibilities are vested with the Managing Director,
assisted by his management. The main roles played by the BOD
include policy formulation relating to operations, wage and
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A general observation amongst employees in Government
controlled banks is a feeling of discontent, low morale,
resE'ntment, frustration and insecurity. This is partially
due to the tendency of the Government to appoint senior
executives from outside a particular bank to manage the
affairs of another banJ~ without due reference to internal
staff. The frequent removal of top hierarchy staff by
Governments also undermines the security and tenure of
office.

Staffing, Salaries and Training: Like other State-Owned
Enterprises, the Government-controlled banks have redundant
labour, particularly amongst the non-banking staff (i.e.,
security officers/watchmen, gardeners, drivers and artisans).
Within the banking staff, overstaffing is more pronounced
with clerks who are employed to do manual computations in the
absence of computer facilities.

".

Whilst redundancy persists at the Government-owned banks,
there is also a general lack of qualified accountants and
experienced bankers at these banks, leading to higher
turnover at the budgeting and accounting centres. On the
other hand, other professionals like economists, agronomists
and agriculturists with university degrees tend to stay

,longer with the banks, perhaps resulting from an oversupply
of these professionals in the market.

According to a recent Government Wages and Income
Rationalization Policy, banking institutions have been
categorized. Most of the primary banks belong to the second
category, with the secondary banks in the third stratum. In
practice, salaries are uniform within each stratum, but
fringe benefits (allowances, etc.) differ from bank to bank
according to the ability of the institution to pay. Here,
the primary banks have superior benefits, pushing them into
the second stratum. The rationale behind this is to minimize
frequent movement of staff from one institution to the other.
While c6mpensation for staff within the banks is generally
higher than civil servants, it is below what obtains in the
private sectOl-.

Training of staff is through local and offshore courses. All
the banks have training schools where courses are run by
experienced peers in the field of banking, loan risk
management, project or credit appraisal, accounting, etc. The
local courses are supplemented by overseas training funded by
the USAlD, Briti~,h Technical Assistance, Fin Africa (funded
by the Italian Government), Indian Technical Cooperation,
ClDA, etc. Since the realignment of the cedi against the
major world currencies, the banks are finding it increasingly
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di11icult to meet the cedi cost 01 training staf1 abroad.
The trend, there1ore. is to have some oi these courses
organized locally by bringing the lecturers down. The World
BanJ, has started this under the Industrial Sector Adjustment
Credit (ISAC), by using the services of Arthur D. Little Inc.
of the"U.S.A. All banks are eligible to send participants to
such training courses.

Since the training of bankinq staff is fragmented and the
universities have yet to run courses in banking and related
fields, it will be worthwhile to have a national institute
ior the training oi bankers. Though the GCB Training School
is well endowed to serve this purpose, equipment such as
computers, audio-visuals. and logistics will be required to
bring such a plan to fruition. In this respect, technical
assistance irom donor countries and agencies will be most
welcomed to put bank training on a sound footinQ within the
irameworlc oi the current restructuring oi the iinancial
sector.

Budgeting and Accounting: Each bank branch submits its
annual budget estimates to a Budget Committee, usually under
the Chairmanship of the Controller of Finance, to be
incorporated into the Master Budget. The 'bank branches
implement the approved budgets with controls from the head
ofiice.

In theory, each bank branch is expected to operate as a
viable entity. In practice, many branches are not
proiit-making centres, but are retained to perform certain
sClcial'functions liJ,e purchasing 'AJ(,uaio" (cocoa) chequE'S and
mobilising deposits in the rural areas. Globally, however,
since all banks are incorporated to be self-financing, it 1S
clear that the more viable branches are subsidizing the
ineiiicient ones. Such tendencies adversely aiiect the
overall net lo'mrth of banJr.s and E'ncc1urage complacency among
profit-making centres. Therefore, banks in the iuture may
rationalize their branch networks by either closing down loss
leaders or reducing staff according to the volume of banking
business in the area •

Other Resources at the Branch Level: We were unable to
obtain sufficient iniormation on employee distribution across
banks to measure for redundancy and excess overhead. Aside
from the ADB and NSC, the banks did not provide iniormation
on numbers oi employees, levels oi training, staii at
headquarters versus branches, etc.

::.;

.'. ,. ::

Except ior the GCB, which owns a greater percentage oi its branches,
most of the banks lease bank premises at the branch level and at the
head oiiice. The head oiiices and branches in Accra oi ADB, SSB and
BHC are operating in rented pre/nises at higher rentals which, when
capitalized, could ~e used to put up their own buildings. The
economic justiiicati~n ior renting bank premises at branch levels 1s
that banle investment in iixed assets in rural areas may constitute a
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sunlf. cost that could not be retrieved in the event of closure. To
reduce financial risk and preserve strategic flexibility, most banks
therefore lease their branches •

In the case of Ghana Commercial Banle, it is uncertain whether their
investment in'branches has be~n a goo~ investment. Given, limited
investment alternatives, one might argue that investment in real
estate may create a store of asset values that could be readily sold
in the event that cash flow was undermined by slow banking business
or poor risk management. This, however, is speculative. It is
questionable whether the GeB would be able to sell most of its
branches at a profit. As it has the most extensive branch network,
if it decides to leave a locality, one must raise the question of
who would purchase the property. In the event that limited
investment or economic activity in the area prompted the GCB to
close down a branch, it may be that this lack of activity would also
reduce the market value of the branch below cost on a constant
basis.

Other resources, such as computer facilities, are highly
concentrated in Accra, more specifically at banks' head offices.
For instance, the ADB maintains a computer for curtent-account
customers at its head office branch (Ring Road Central Branch).
Barclays and Standard Chartered are operating computer facilities at
their High Street offices. BCC's operations are computeri~ed, and
the GCB, SSB and SHC all have computer facilities in Accra. The
concentration of computer facilities in Accra is largely
attributable to the fact that all the computer companies (IBM, NCR,
Wang, etc.) are located in Accra, with limited branch operations in
Kumasi 'and Takoradi. In addition, apart from Accra, Kumasi and
Takoradi, where electricity supplies are somewhat reliable, other
areas like Tamale and Sunyani have yet to be connected to the
national electricity grid for a constant flow of electricity.

Another majer consideration influencing the installation of computer
facilities is the volume cd banlr.ing transactions. Gt-eater Accra,
being the national capital with its population density, industrial
set-up and greater volume of national business, accounted for about
67% of total formal bank deposits (excluding the Rural Banks) and
had 21% of total bank branches. Accra is therefore more favourably
disposed to getting a greater percentage of total bank resources,
and bank facilities have been computeri~ed to accommodate this.

Though the head offices of most 01 the banks are linked up with the
rural branches through radic! communicatic!n equipment (i .e.,
Motorola), the frequent breakdown of equipment and malfunctioning of
batteries which have to be re-energi~ed at urban centres makes
information flow between head offices and branches unreliable. Thus,
lack of computeri~atiDn and poor telecommunications facilities
combin~ to keep the rural areas detached from the urban areas,
further reinforcing the divide between economic activity in the
cities and countryside.
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J. Credit Operations:
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loan applications go through the 10110wing steps to the
point of approval:

It must be emphasized that applications by groups of 1armers
do not go through the above steps. Such applications receive
prompt attention and approval at the branch level without
re1erence to either the area 011ice or head 011ice. These
loans are approved because 01 the re1erences provided be10re
application, the joint an~ several liability associated with
the scheme, and the relatively high rate 01 repayment.

• . j
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,
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....•

.!

.:. ~

a.

b.

c •

d.

every applicant applies to a bank branch near his
village/town or project location, either in writing or
by personal contact. As a policy, all applications 10r
1inancial assistance must originate 1rom a bank branch
and not head office. This is because disbursement,
project supervision/monitoring and loan collection are
the res~onsibilities of a bank branch in the project
area so as to minimize the cost 01 executing the above
f unc t ion!:,;

each applicant is interviewed, and 1rom the ensuing
discussions, if the project has a chance of success,
an application form is distributed to the applicant to
complete, giving more det~~ls 01 the proposed project;

the in10rmation furnished by the applicant is veri1ied
by a project officer visiting the project site and
assembling the necessary data 10r a 1easibility study;

in the case of agricultural loans. if the feasibility
study con1irms the technical viability of the project
in terms of soil suitability, topography, drainage,
,-ain1 all amount!:., inten!:.i ty and di !:.t,- i buti on, sun!:,hine
hours, wind direction, etc., a more detailed
feasibility report is prepared to establish the
banlf.ability 01 the application 1rclm a ma.-l':eting,
financial, economic and managerial perspective. The
suitability 01 the security or collateral being
o11ered is also assessed •

".. :

Depending on the amount 01 the loan and what is subsequently
determined by a bank branch as adequate to satis1y the
applicant"s credit needs, the 1easibility study report is
passed on to the following loan approval/sanctioning bodies.
The following represents this structure at the ADB at year
end 1987.
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a. Branch Loan Committee
b. Area Managers Committee
c. Sub-Management Credit Committee
d. Management Credit Committee
e. Executive, Directorate COffwittee
f. Board of Directors/IMC

Up to C50,OOO
C 50,001 - C 100,000
C 100,001 C 500,000
C :;'00,001 C2 , ~,OO , (lOO
C2,500,001 - C3,OOO,OOO
Above C3,OOO,OOO-

,.· .

...

The approval limits are reviewed periodically in line with prices of
goods and services.

From the above steps, and through the various loari sanctioning
bodies, there is a positive correlation between the amount of ~he

loan and the length of time the loan is finally approved. In
general, ~'Jhile a loan LIp to C100,OOO (1987 figure) could be
processed and approved within two weeks between the branch and area
offices, a bigger loan amount which has to receive the BOD/IMC final
approval could take about two months. ~he length of time needed for
approving bigger loan amounts also depends on the availability of
the applicant's title deeds covering project land and immovable
property to be mortgaged as security.

, -,

i i) ReI iabi 1 i ty of BClrrower/Loan- Information: In general,
information provided by borrowers is not reliable. This is
true when dealing with illiterate borrowers as well as
literate ones who do not keep records of their operations.
In most casE's, the balance sheets and income and expenditure
statements of companies are not up to date (if they exist at
all). Cash flow statements are rarely provided. This is the
reason why project officers visit project sites to ascertain
the accuracy of data provided in application forms. To
circwnvE'nt this p,-oblem, bar",;~. ha"'e e!:.tablished their m"l1n
standardized formulae in assessing the credit needs of
borrowers. The ADB has its own standards while the Rural
Banks' standards are embodied in their »Manual of
Oper-ations" •

iii) Efficiency
ccmdi tion!:.
disbursed:

of loan
~Jhic h

Disbursements: There are
must be satisfied before a

cel-tain
loan i:.

a. execution of legal documents, such as Heads of
Agreement, Promissory Notes and contract of indemnity;

b. depositing of valid land title deeds; and

c. payment of commitment and other fees.

Upon satisfying the above conditions~ disbursement approval
authority is issued to the branch responsible for the project
loan.

· '.
i· ::
~....
,.'..!

ln the case of
disbursements are
the project and
department that

thE' :.pec ial i :zed development ban'.;s,
usually staggered over the economic life of

upon certiiication by the monitorinq
loan use is in accordance with the pre-
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determined purposes in the disbursement schedule. For
projects with long gestation periods, the transaction costs
oi bOl-rm-4ers could be higher '!:.ince the irequency oi
disbursements depends on the activities being executed. On
the ot~er hand, ior group loans, the transaction costs by
individual borrowers within the group may be very
insignificant as the total cost is shared amongst the group
members. At most, two time-phased disbursements are made to
small-scale iarmers during a iarming season. The iirst
disbursement is normally ior land preparation, input
procurement and maintenance, whilst the second disbursement
is usually for additional maintenance and harvesting
activiti~s relating to annual crops.

l'Jhile the banks reported relatively uniim-m disbur~,ement

procedure'!:., timel y di '!:,bur:=.ement has in i ac t been a cmnpl aint
in both urban and rural areas. Particularly with small-scale
farmers, current bank reluctance to extend loans is partially
the result oi past misused iunds that were never repaid
because they were received well aiter the time oi need.
Thus, late disbursements encOUraged iarmers to utilize credit
ior household or non-productive purposes, with non-repayment
reducing their ability to a~cess credit at iuture dates.

Comprehensibility and Regularity oi Borrowers' Statements: ln
general, the submission oi iinancial statements (balance
sheets, income and expenditure, cash ilow) by customers to
banks when applying 10r loans i~ irregular. For most small
to medium-scale iarmers, these statements are not produced.
The situation is attributable to a shortage oi accountants
and bookkeepers in the system, a lack oi awareness on their
parts, and lack oi demand irom the banks. There is also a
lack oi awareness on the part oi borrowers ior iinancial
discipline and the need to use these statements to control
operating costs. In short, iinancial management and record
keeping are very weak within Ghanaian enterprises. These
weaknesses invariably aiiect the quality oi loans granted.

Eiiectiveness oi Loan Collection Systems: As already
mentioned above, each bank branch is responsible ior the
collection oi loans made by the branch itseli and approved by
the head oiiice. Apart"irom this, banks have Post-Finance
departments responsible 10r loan collection. For instance,
the ADB has a Post-Finance Department at its head oiiice
whose main responsibilities include monitoring oi loan use,
re-appraisal oi troubled loans, iunds shortages,
mismanagement, and collection oi loans in collaboration with
ban!.: branches. Such ,a department can be iound in all the
primary and secondary banks.

When loans become overdue, demand notices are sent to
deiaulters with copies to personal guarantors reminding them
oi their obligations to the banks. Aiter two such demand
notices, most banks send a third one which gives a deiinite
time'aiter ~·~hich legal action .-lill be tal,:en. Although
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foreclosure procedure~ do exist, they are not rigidly
enforced as court actions take too long to be decided. In
some cases~ the marketability of the foreclosed assets is a
problem. The best solution to problems of defaults is the
ability of loan approval bodies to sanction good loans in the
f i '-5,t pI acE' 5.ince thE' pn:1jec t5. them5.el ve5. serve a5, the first
source of security for loan repayment. "Bad" projects with
good immovable properties as security often default~ with the
securities attached in redeeming loans •

Acce~~ibility of Financial Services to Clients: With the
establ ishment of the Rural Banlr.s sim:e 1976 ~ accessi bi 1 i ty to
financial services has improved considerably. In addition to
the expansion of Rural Banks, the Government-controlled banks
such as the S5B~ ADB, N5CB and GCE have opened more branches
in the rural areas~ primarily to support the purchasing of
'Akuafo' cocoa cheques.

Hm'H?Ve,-, the e;.tpan5.ion of thE' national banldng neil-'lOr!" has
lacked a strong savings and credit education program to
induce more people to save. The lack of financial
instruments which may increase d~posits has also been an
inhibiting factor. Insuring deposits and providing bridge-gap
financing between the major and slack seasons to rural
-farwE"-:. might p,-ovide' iucE'ntivE's for people to patronize
banlr.ing :.E',-vices.

.' ,..
, !

~. t

- i

: ': ~

K. Critical Performance Indicators: Due to the limited and
doubtful information provided by the banks~ a strict analysis of
critical performance indicators is difficult to achieve. In some
cases~ key balance sheet indicators have been discussed in earlier
sub-sections concerning deposits, equity and loan portfolios. With
limited (and distorted) income and expenditure information~ key
operating ratios are impossible to gauge. The following charts
constitute a brief overview of return on assets and equity, although
these should be discounted for the high probability of error due to
accrual accounting, generally weak accounting standards~ and
virtually non-existent reporting requirements concerning operations.

RETURN ON ASSETS (I.)

1983 1984 1985 1986 1987

Ghana Commercial Banlr. (l • :", 1.4 0.8 (). :!. 0.1
Barc]ays Bani" N A N A :::•. 5 .., "7 2.6.....
Standard Chartered BanI!. :"•• '9 3.2 .., . 4.4 3.0...... b

Social Sec L\I-ity Bank N A o. ~I 0.8 1.8 o. :".
National Savings/Credit 1.6 1.1 0.5 1.6 0.9
f'1en:hant BanI:: 4.6 2.7 4.() 2.4 1.1
Bani" of C,-edi t of.; Ccltnmerc e N A- N A N A 1.4 1.0
Agric. Development BanI,; 0.1 0.1 0.0 0.1 N A
National ] n·..... estrnent Ban!f. N A N A N A N A N A
Bank 1clr HOLlsing/Const. N A N A N A N A N A
Cooperative Bani" N A- N A N A N A N A
Rural Banl,:s N A r;,J A N A r" A N A

-152-



.'- .· "'.
, .• !
; ..
· ..
;--:-:
.. '_i'.. '.

· I.',.,

, . ~

, .:· .

· :;

.. :'

;
.'
. ~

::·.,
t :'i -

;-''l
, I
; oj"

.,
r .,

What is clear irorn the above is that returns on assets are meager~

particularly among the Government-owned banks. In light oi returns
being measur-ed on an accrual basis (except in the case oi the Rural
Banks and ADB), chances are that most oi these returns are
ovel-stated. The general I}' lm'~ ]evel~, cli ROA reilect ineiiicient
.management and e:'tcE'!:,S overhe.ad~ and mi 1 i tate against most banlr.s
paying out dividends.

The picture ior returns on equity is little diiierent~ with the
Government-owned institutions ironically showing the most limited
returns to shareholders (i.e.~ the Government). In the iuture~ an
active stock market trading on a ireer ilow oi iniormation would
encO\..II-age a tendency toward marlf.et eiiiciency l'lhich, in turn, ~'Iould

serve as a check on the mismanagement and ineiiiciencies that have
hel-etoim-e characterized the banldng sy!:.tern. In the long run~ as in
other markets around the world, this should promote increasing
levels oi competence and eiiiciency in iinancial institutions~

maldng them iar more able to increase levels oi iinancial
intermediation. Once again~ we caution against the importance oi
these indicators. High returns on equity in many cases reflect
inilated(accrued) returns against insu~iicient capital •

RETURN ON EDUITV ('l.)

198:r. 1984 1985 1986 1987

Ghana Commer-cial Banl~ 9.1 :r.8.7 18.0 4.8 ..., -:[
......._t

Barclays BanI,; N A N A 51. ~I :r18.::!'. 20.9
Standard Charterl:'d Banlr. 4::!'•• 8 :r.~I. 4 25.3 40.8 20.0
Social Secur- i ty Ban'~ N A 8.4 1~1. 5 26.0 7.1
National Savings/Credit t.~2 • ~: 51.9 :".4.5 68.8 14.2
r'1erc hant Banlr. ~!8.2 42.7 45.1 :r,0.2 20.6
BanI,; oi Credit ,:, Commerce f<J A- N A- N A- 94.7 2:"•• 6
Agric. Development Banlf. 1.b 1.6 1.1 2.0 N A
National Investment Banlr. H A N A N A N A fit A
BanI,; ior Housing/Const. N A- N A- N A N A N A
Cooperative Banl~ N A N A N A N A fit A
Rural Banlr.s N A N A N A N A N A

Appendices IV-1 through 11 contain briei proiiles oi each oi the
primary and secondary banks. The Rural Banks are discussed in depth
in Section V. Our proiiles have included issuing q~estionnaires~

meeting with bank managers, and analyzing what limited iinancial
statement iniormation was available. These proiiles are incomplete~

however~ due to problems that plague the banl~ing system in general:

! .

i) poor management iniormation systems that do not provide the
necessary resources or Dutput to satisiactorily analyze
balance sheet~ income and expenditure~ and cash ilo"
c onside,- ati ons;
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ii)

iii)

lack of monitoring and supervision by the Bank of Ghana,
making it easier for the various banks to provide only
minimal financial and operating data which are not sufficient
for in-depth analyses; and

management reluctance to divulge information at a time when
sensitive negotiation~. are underway between the World Banl~

and the Government of Ghana concerning the restructuring of
the formal financial sector •

. ,

.--,
\

..

The constraints on information gathering have prevented us from
performing some of the most basic tests of financial, operational

'and managerial soundness:

i) arrears analysis, in which delays~

loss provisions are analyzed;
delinquencies and loan

ii) cost of capital, comparing each bank's effectiveness in
attracting deposits~ reduci~g interest expense to boost net
interest margins~ and optimizing the value of its equity
for its shareholders;

7"-';'
.', ~I

" ';j .

~. ~

iii) capital adequacy~ to determine historical
earnings, appropriate dividend policy,
reserves;

and sustainable
and depth of

.- .;' iv) overhead ratios, to gauge the cost-effectiveness of ban'~ing

operations so as to not be a drain on net interest margins;

....
v) credit l-is'~

at judging the
and hO~"l the
decisions; and

analysis, to determine how effective banks are
full recoverability of principal and interest
mix of loans impacts portfolio management

:. '}

vi) asset-liability management,
ability to maximize returns
and depositors' confidence.

to judge bank management's
without Jeopardizing liquidity

,...

, .

. .
i :.

: ''\

i '.

Nevertheless, we have used what has been available to provide a view
of each individual bank's balance sheet. Only with greater access
can a reasonable analysis be performed.

L. Summary: The myriad of problems facing the formal financial
sector, and how they negatively impact the small-scale farmer's
ability to increase agricultural production to points of national
self-sufficiency have been thorou~hly discussed in Section IV. All
of these factors have contributed to keeping levels of formal
financial intermediation lower in Ghana than in many pf its
counterpart states in Africa.

Deposit mobilization has been hindered by high transactions costs •
poor service levels, limited financial instruments for depositors,
negative real rates of interest paid (nominally and effectively),
lacl~ of public tl-ust in the banlr:ing ~.ector, convenient and
personalized alternatives (see Sections VII and VIII), less cash on
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hand due to rising costs oi production and consumption, and an
unwillingness in recent years by banlf,s to increase their commitment
to small-scale iarmers. Rationalization oi branch networks is also
likely to decrease deposits to some degree.

Not all the problems associated with deposit mobilization, however,
are the blame oi the banks. Expanding branch networks to attract
deposits also entails investing in overhead that sometimes is not
proiitable. Macroeconomic conditions are shaped by other
institutions, with banking behaviour usually a consequence. Only
recently has deregulation begun, and increasing competition will
inevitably increase levels oi efiiciency, although this is not
likely to be true until well into the 1990·s. In spite oi all this,
the banks have shown some progress in terms oi attracting broad
money into the iormal sector, albeit at levels below 1983. The Rural
Banks have also de~onstrated an ability to eiiectively attract
savings deposits. As their staii training, service levels and units
increase, the Rural Banks should be able to make a ~trong

contribution to levels oi iormal iinancial intermediation and rural
development.

Despite some signs of progress in deposit mobilization, one oi the
I,ey constraints is a lingering I ac If. of pUbl ic trust and coni idenc e
in the iormal financial sector. This may well be intensiiied due to
the poor quality oi loans the banks are carrying on their books.
Bad credit management, past emphasis on security as opposed to cash
ilow, inadequate commitment by banks to staff training, poor levels
of iinancial analysis, wealf. or non-existent monitoring standards,
and ev~n a general disregard for. basic ageing oi accounts has led to
a thorough deterioration in loan quality. The inability of the
banks to manage risk has further driven them irom extending credit
to small-scale iarmers, as high processing costs, low repayment
rates, an emphasis on accounting versus economic proiits during a
period oi devaluation and inilation, and the broad array oi
non-credit constraints that negatively impact iarmers have
heightened the risk to this sector.

The result oi the banks' collective inability to judge, monitor and
manage risk has led to limited earnings. As most banks ope~ate on
accru~l rather than cash accounting methods, income reported has
almost always been overstated. In iact, in many cases real cash net
losses have' been reported as positive net earnings. The reported
paper profits that have been retained have systematically inilated
capital and reserves, even though these reported levels are
generally well below accepted levels given poor loan quality. Even
on an accrual basis, most banks have very low returns on assets,
signiiying wealf. earnings (on an accrual basis) asa result of high
operating expenses and low quality assets. The irony is that the
banks most guilty oi this have been the Government-owned
institutions in which the Government has been the sole shareholder.
Thus, mismanagement of these institutions has reduced their net
worth, and ultimately their collective ability to pay real cash
dividends to the Government without undermining bank operations •
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As frir small-scale farmers, it is likely that they will have less
access to formal financial sector credit in the coming years. As
banks restructure, revalue assets, recapitali~e to cover loan
write-offs, and generally retrench operations, they will hav~ less
incentive to jnvest in the highest risk sectors of the economy until
they learn how to manage the process with pricing mechanisms in
place to compensate for the rislc. With the deregulation of interest
rates and non-enforcement by the Bank of Ghana of mandated
agricultural sector allocations, the supply of credit to farmers
will diminish and interest rates will rise to reflect rislc. However,
while the pricing mechanism may be in place in the relative near
term, the banks' collective ability to efficiently manage
agricultural credit will take longer, and will depend on overall
macroeconomic changes, not just their own efforts. With an
anticipated reduction in access to formal credit, farmers will have
to look to alternatives to the primary and secondary banks. The
expansion of the Rural Banks, and revitalization of the cooperative
and credit union movements would serve as highly valuable links in a
chain of rural finance that would raise levels of financial
intermediation and, ultimately, economic development. These are
discussed in the following sections •
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Annex IV-1

FORMAL FINANCIAL SECTOR BALANCE SHEET: 1987
(millions of cedis)

ASSETS:

Primary 1/
Banles

Secondary 2/
Banles

Rural 1/
Banles

,
I

Cash on Hand
Balances w/B.ot Ghana
FOI-eign Currency
Balance Due by other Banks
Tn:'asUt-y Bi 11 s
Commercial Bills
Loans and Advances
Investments
Other Assets

Total

LIABILITIES:

4,00:::, :!.,417 607
14,47:::. 5,891 352

120 :!.()()
5,311 7,281 101
1,042 1,3:::.6 53()

26':) 299
27 ,~.5::!. 25,187 1,156
6,248 ::.,585

41,527 2<l,1::.3 791
------- ------ -----
1()(),536 67,428 ,3,537
------- ------ -----

" :

. ':;
" ,

-. ". ~

Balances Due to Other Banks
Borrowing~ trom Local Banks
Borrowings trom Foreign Banks
Deposits ot Other Banks
Demand Deposits
Savings Deposits
Time/Fixed Deposits
Other Liabilities

Total

Capital and Reserves

Total

14,547 767
1 3,519
0 11,718

1:::. 0
27,517 16,644
15,720 ::,,644

6,1:::.2 8,168
29,252 2<l, ()()7
------ ------
93,182 64,467
------ ------

7,354 2,961
------- ------
1()() , 536 67,428
------- ------

538
1,165

771

3,3Cl1

236

3,537

.'.':, "
~ .~

..
! .";
;. ';

1/ December 1987
2/ September 1987

Source: Statistical Service (Primary and Secondary Banks);
Banldng SoUt-ces
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Annex IV-2

REGIONAL OISTRIBUTION OF BRANCHES: DECEMBER 1987

REGION PRIMARY SECONOARY RURAL TOTAL

Greater Accra 41 29 6 76
Ashanti 30 20 21 71
Eastern 30 13 22 65
Brong-Ahafo ..,,7 16 17 56,:...~

Central 21 12 22 55
l·Jestern 19 11 13 43
Volta 25 5 12 42
Upper 7 7 4 18
Northern 9 5 0 14

..
"

Total 205 124* 117 446*

* The locations of six secondary banks are unaccounted for.

Source: Statistical Service; Bank of Ghana;
Banking and Insurance Guide of Ghana: 1988-89.
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Annex IV-3
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Greater Brong Upper Upper
Bank Atc:ra Ashanti !!estl!rn Eastern Central VDlta Ahafo Northern East lIest Tot

--
Ghana Comme-rcial 23 23 14 '1" 14 22 19 5 4 " 15':...' .\

B:n:!ays 10 " 3 6 2 3 2 1 () Q ~;,j

Stand.arc Chartered 9 3 5 1 3 (I 1 1 1 (I ';!..-
Sodal Security 0 11 6 4 5 1 5 2 1 4'',J

Agricultural Development ~! 3 2 5 4 3 B 1 2 1 3~

~~+;rH·.~l SavingsiCredit B 3 1 2 1 (I 2 1 (I I) r1110& ....... 11\0:&

National Investment '1 1 1 1 1 1 1 1 1 (I H..
BanI: fer Housing/Construction 5 2 0 1 (I 0 1 1 (I I) 1"
Merchant 1 1 1 0 0 (I (I 0 (I 0
Ban!: of Cred i tlCommerce 1 (I (I (I 0··, (I 0 0 (I Q

Eural Sanks 6 .,') 22 22 13 - 13 18 (! 2 2 12(i-~

Total 7B 72 55 65 U U 57 12 12 7 m

(!j E~cludes Ghana Cooperative Bank; two bani: branches unaccounted for
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Annex IV-4

BAKK "ARKET SHARES: 1,83 - 1~B1

(millions of Cedis and percentage bases)

1983 1~B4 1985 1~B6 1~B1

Cedis I Cedis I Cedis Z Cedis Z Cedis Z

loans:
Primary Banks 3,H9 ~3.8 6,706 53.1 12,666 55.0 22,624 54.4 27,553 :,1.1
Seccndary Bankst 2,787 41.4 5,462 42.9 9,833 42.7 18,302 44.0 25,187 46.7tt

. Rural BankstH 319 4.7 SOB 4.0 552 2.4 686 1.7 1,156 2.1

Tota! Assets:
Primary Panks 19,453 b7.S 27,969 65.6 40,168 61.0 67,047 5B.9 100,536 59.0
Secondary Banks! 8,6\)3 30.0 13,780 32.3 24,544 37.3 45,252 39.7 67,428lt 39. btt
Rural BanksHt 637 ., 7 919 2.1 1,151 . 1.7 1,627 1.4 2,497 1.5L.~

Deposits:
Prinar,! Banks 10,216 68.3 14,533 68.6 22,810 66.0 33,319 61.1 49,369 61.7
Secondary Banks 4,262 2B.5 5,980 2B.2 10,911 31.6 20,044 36.S 2e,4~,6 35.6U
Rural BanksU! 484 ., 7 bBB 3.3 843 2.4 1,184 ., .., 2,203 2.7.J.~ ",.i.

;

E"cludes Ghana Cooperative Bank
U Septe:!1ber 1987
ltt June 1983-1986, Dece~ber 1987

Source: Statistical Service (Primary and Secondary BanksljBanl:ing Sources (Rural Banks)
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REGIONAL DISTRIBUTION OF DEPOSITS: 1991 (t,

"';~: .r
.' i".:.,

" j

, ~

i·'
" .

." ,.. '.", "

Pri~ary Secondary Rural Regional
Banks Banks Bants t'l!posits

Breater ~ccra 30,967 25,420 115 56,502
Ashan ti 5,455 2,415 34b 8,216
~!es tern 3,b59 1,521 335 5,514
Eastern 2,743 1,128 470 4,341
Brong Ahafo 1,707 859 141 2,7b7
Central 1,708 557 492 2,757
Volta 1,646 397 251 2,295
Northern 807 422 0 1,229
Upper F:egions 660 429 53 1,142

Total 49,412 33,14B 2,203 84,763

• Sir. tank branches are unaccounted for;
Ghana Cooperative Bank deposits from
September 1987; all others December 1987.

Source: . Banking Sources

-lEil-

Regional Depositsl Bank
Total Deposits Branches

bb.7'!. 76
9.77. 71
6.5io 43
5.17. 65
3.37. 56
3.37- 55
2.7% 42
1.47. 14
1.3% 18

100.01 446



DEPOSIT STRUCTURE: 1983 - 1987
~illions of Cedis)

Annex IV-6

1983 1984 1985 1986 1987

Demand Deposit~1

PI- imary
SE'condary
Rural

Savings Deposits:
Primary
Secondal-y
RLlI-a 1

Fixed/Time Deposits:
Primary
SE'condary
Rut-a 1

6,1:::.1 9,569 14,406 19,427 27,517
2,783 :;:.,858 7,642 13,874 17~354

108 156 206 278 539

9,022 J3,583 22,254 33,579 45,411

3,989 4~778 6,895 10,959 15~720

1,004 1.272 1,9:::.8 3,186 4,666
:::.76 ~'::t2 6:::.7 9()5 1,165

5,369 6,587. 9,470 15,O5() 21,551

lOO 328 l,517 3,O()2 6,132
475 851 1,332 2,984 9,354

575 1,179 2,849 5,986 15,486

Source: Statistical Service (1983 - 1986);
Statistical Service and Banking Sources (1987)
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INTEREST RATES: 1980 - 17B7

Annel lY-7

Bant of Ehana COllllerdal Bants

Deposit Rates

.. ,\ Fixed Deposits : Savings:
~ .::' .' RD- :Deposits:.~

· EoverneEnt : Treasury : Other : Discount: 3 6 12 24·.0_. :End ·of · Stods Bills : loans Rates : !!cnths : I!onths : tlonths : "onths:··.~

: : .-- .....,

: 1980 r; - n ~ 12.00 14.5 13.5 12.50 : 12.5 13.0 12.0.~ .10'10' I '"'

: 1981 ;) - 19.5 18.50 19.5 19.5 18.25 · IB.5 19.0 IB.O·
: 1982 5 - 19.5 9.50 10.5 10.5 .. 8.25 · 8.5 9.0 8.0. ·: 1983 5 - 19.5 13.00 14,5 14.5 11. 25 : 11.5 12.5 11.0

, , : 1984 5 - 19.5 16.75 18.0 IB.O 14.75 : 15.0 16.0 14.5
: 1985 5 - 19.5 17.75 18.5 16.5 16.75 : 17.0 18.0 19 16.5
: 1986 5 - 19.5 19.75 20.5 20.5 19.0 20.0 ." 18.5l.~. 1987 ~! - 19.5 19.el) 23.5 23.5 18.00 · 19.0 20.0 21 21.5. ·· . 22.00 : 22.0 22.5 '1~

l.~

Source: Sta~istical Service..

I. ,
.'

· "
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Annex IV-8

f\,IOMINAL LOAN PORTFOLIOS: 1983 - 1987
(millions of cedis)

Primary Banks:
Ghana Commercial
Standar-d
Ban: 1ays

Total

1983 1984 1985 1986 1987

2,460 :::.,994 7,597 1:::',582 15,716
632 1,5:r3 2,805 5,104 6,919
527 1,238 2,264 :'". ,938 4,918

:::',619 6,765 12,666 22,624 27,553
===== ===== ------ ------ ======------ ------

i .
~ .

; ..
,,' I

Sprondary Banks:
BanJ~ Housing/Construction 668 1,293 3,307 5,412 9,948
Soci a1 SecL\I-ity 860 1,445 2,215 5,254 6,:::'37
Naticlnal Investment 278 696 1,3:::.7 2,455 :'",,881
Agricultural Development 535 961 1,580 2,423 :::',509
r'lerc hant 144 544 704 1,420 1,924
National Savings/Credit 217 331 583 944 1,175
Bank of Credit ~< Commerce 1:::.". 98 141 :::'00 421

Total 2,715 5,368 9,867 18,208 27,195
----- ----- ----- ------ ======----- ----- ----- ------

Rural BanJ~s : 319 508 552 686 1,156
----- ----- ----- ------ ----------- ----- ----- ------ ------

Source: Banking Sources
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Annel IY-10

RESIOHAl LOAH DISTRIEUTICH: 19B1
(nillions of Cedis)

Priury S2condary Rural Regional Regional loansl Bant
Banh Bants Bants loans Total loans Branches

Greater Accra 17,416 20,911 71 3B,399 68.4% 76
Ashanti 3,543 1,744 172 5,459 9. TJ: 71
Western 1,587 1,935 206 3,728 6.6k 43
Breng Ahafo 1,350 612 97 2,059 3.n 56
Eas tern 1,222 6B5 lo6 2,073 3.71. 65
Central 308 198 257 1,263 2.37. 55
Northern 648 524 (I 1,172 2.14 14
Volta 433 442 164 1,039 1.87. 42
Up~er 590 379 22 990 1.77. 18

Total 27,597 27,429 1,156 56,182 100.01 446

Source: Banking Sources;
these figures exclude th2 Ghana Cooperative Bant;
Sl>: banK branches unaccounted for.
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. ; Date Established
Focus
Branches
Sub-branches
Government Ownership

GHANA COMMERCrAL BANK

1953
Comprehensive
150
12
100%

Appendix IV-1
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ASSETS:

Cash on Hand
Balances w/Bank Ghana
Foreign Currency
Balances due by Other Banks
TreasUl-y Bi II s
Commercial Bills
Loans + Advances
Investments
Other Assets

Total

Balancing Adjustment

LIABILITIES:

Balances due to Other Banks
Deposits
Other Liabilities

Total

Capital + Reserves

INCOME & EXPENDITURE:

1nten='st 1ncome
FeE' Income
Inter-i='st E:<pense
Provision for Loan Loss
Operating Expenses
Provision for Taxes
Net Income
Dividends

1983

629
2~798

764
143
200

2~46()

2~6()3

2~828

12~425

(768)

348
6~()99

4~891

11~338

319

1983

43
29

1984

846
6~027

215
143

3~994

1~943

~1~435

( 570)

1~()()5

S~279

6 ~ 180

15~464

569

1984

324
220
150

1985

1 ~ 1 Of:)
6~929

4
104
343

1~()50

7~597

3~493

2~521

(1~359)

1~026

13~394

6~340

2()~76()

1~022

1985

400
184

SO

1986

1~080

16~047

14
128
343

80
13~582

3~613

4~456

39~343

942

4~587

19~517

13~717

37~821

2~464

1986

3~117

1 ~ 1:)76
1,394

815
1~484

381
119

50

1987

2~114

12 ~ 184
79

2~308

120
140

15~716

3 ~450

23~283

59~394

1,414

13,7S0
27~499

16~933

58~212

2~596

1987

5~857

1~978

2~826

1~696

3~313

705
59
20

.. :

** Figures are in millions of cedis
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Ghana Commercial
with 150 branches
assets of C60.8
also ranked first

Bank (GCB) is Ghana's largest banking institution,
in all 10 regions of the country and reported
billion (US$345.5 million) at year end 1987. GCB

in deposits and loans by wide margins.
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GCB's loan portfolio was reported to be C15.7 billion (U5$89.2
million) in 1987, with the largest concentrations in the Greater
Accra (56%), Ashanti (10%), Brong Ahafo (8%) and Eastern (7%)
Regions. GCB's loan portfolio was well distributed, with 50% of
loans in commercial (33%) and industrial (17%) enterprises, 25% in
agriculture and 25% in other sectors. No information was provided
regarding asset quality (arrearages, delinquencies, etc.), except
that its strongest credits wer"e to professionals (i.e. medical),
while its most problematic areas were in agriculture and transport.
GCB had an 80% increase in the adjusted amount of its 1987 loan loss
provision, and admission in past dnnual reports of loan recovery
problems all suggest that GCB's balance sheet values are overstated.

GCB's balance sheet at December 1987 contained ratios that indicate
excess liquidity and overhead, and weak capitalization. Cash on
hand, balances held with the Bank of Gh~na, balances due from other
banks and securities totalled C16.9 billion, or nearly 28% of total
assets. After netting out balances due to other banks, GCB had C3.2
billion, or 11.5% of deposits. While some investments may not be
current, approximately 40% of deposits were in savings or fixed/time
instruments, suggesting that GCB has adequate liq~idity in the event
that customers withdrew substanti~l amounts of current accounts. As
these deposits tend to be stable, it is unlikely that GCB would face
a run on its deposits, particularly given the Government's
commitment to restoring confidence in the banking system. Thus, even
if poor asset quality led to public concern, insolvency would be
unlikely as this would damage the entire financial system. The C16.9
billion in other liabilities, 29% of total liabilities, contain
obligations to trade and other creditors.

With its 150 branches, GCB has been more successful in mobilizing
deposits than any other banif-. At year end 1987, GCB had C17 billion
(US$97 million) in current accounts (61.8%), C9.5 billion (US$54
million) in savings accounts (34.7%) and C1.0 billion (US$5.5
million) in fixed/time deposits (3.5%). This averages C183 million
(USS1.0 million) in deposits per branch, a comparatively low
average, but constituting about 34% of total deposits in the banking
system. Deposits were 1.75 times loans, and due to their
composition were relatively low cost funds. Interestingly, the GCB
said that its deposit mobilization efforts had been impacted by the
presence of Rural Banks, and that stronger effort to educate the
public and provide better services were needed to ensure more stable
funding.

A major problem GCB faces is costly overhead associated with its
large branch network. Officials at the Gce claimed that at least
25% of its branches should be closed to promote profitability. While
fixed assets tend to be a small percentage of total assets, GCE's
high overhead costs include dep~eciation, leasing and personnel
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expenses that must be covered by its net interest margin after loan
loss provisions to generate pre-tax profits. Given that only 31.9%
of GCE's assets were earning assets, of which 80.9% were loans
(including non-performing loans), GeB's potential for strong net
pl-ofitability. is, limited.

Thi s malees GeE's 1m., capi tal i :zation an even more serious probl ern.
GCB had only C2.6 billion in capital and reserves, or 16.5% of loans
and advance:-. This was only a 5.3% nominal increase over 1986, and
with its high proportion (25%) of agricultural loans, GCE's capital
and reserves are probably insufficient as a cushion agairist
potential loan write-offs. As earnings are unlikely to build up
reserves to adequate levels, GeE will ultimately have to infuse new
capital into its system to stabili:ze operations.

The GCE supplied limited information concerning operations. Interest
income in 1987 was nearly C5.9 billion (USS33 million), while fee
income from commitment fees, commissions, foreign exchange transfers
and trade finance activities was C2.0 billion (USS11.2 million).
Interest expense and loan loss provisions were C4.5 billion (USS25.7
million), with C3.3 billion (USS18.1 million) covering taxes,
operating expenses and Reserve Fllnd requirements. GCB's contribution
to its Reserve Fund was C36.0 milliori, with C20'million paid in
dividends to the Government. As with most of the banks, the GCB
accrues interest earnings on non-performing loans for up to one year
beyond maturity. This suggests that the GCB may have overstated
earnings, and that its small increase in loan loss provisions was
far from satisfactory.

As Gha~a's largest commercial bank, the Government relies on GCB to
be at the forefront of public sector efforts to provide financial
intermediation. As such, GCE's 150 branches constitute 34% of the
nation's total bank branches (including 120 Rural Banks overseen by
the Central Bank), or roughly one branch for every 84,000 citi:zens.

Eecause of its role, the GCE has a higher percentage of agricultural
sector loans in its portfolio than the other primary banks, although
these percentages have declined from 37% in 1984 to 25% in 1987.
(The GCB's trough was 20.51. in 1986, due largely to low loan
recoveries which reduced funds available for repeat lending.) With
the Government's emphasis on lending to agriculture and multi-and
bilateral aid injected into the system, agricultural loans increased
20% in 1987. Of GCB's agricultural loans, most were to food
production, agro-processing and fisheries. GCB has never had much of
its portfolio in forestry. No breakdown was provided on how many
loans were made to agriculture, or loan repayment performance,
although agricultural loan repayment~ have been a. problem due to
mismanagement of the credit proce:.s, an emphasis on accounting
instead of economic profits, lack of monitoring and follow-up, and
the gen~ral feeling that the returns on loan collection efforts do
not e;-:ceed the co:.ts. Gi ven GCB' s status as the 1argest banl( in
Ghana, it can be assumed that the GeE will continue to playa vital
role in official efforts to provide formal financial services to the
~gricultural sector. It can also be assumed that in the near-term,
pending effective policy reform in the agricultural sector, such a
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high proiile in agricultural lending will reduce earnings and wea'~en

the bank's balance sheet.

GCB's agricultural portiolio has symbolized its role as the
Government's leading iinancial institution in terms oi providing
credit to iarmers. GCB has also been one oi the leading institutions
in managing/administering credits on a multilateral or consortium
basis to promote iood purchases in an eiiort to stabilize producer
prices. Credit to the Ghana Food Distribution Corporation (see
Section II) to give it the means to purchase maize has received
Ghana Commercial Bank's support in the iorm of up to C70 million in
credit. The GCB has formed a Commercial Farmers' Association to
extend and recycle loans. This program has sufiered, however, due
to signiiicant non-payment problems. These problems are due to the
GCB extending a lump sum to the l~aders of a group of 25-30 iarmers
without inspecting the iarms, monitoring the use oi the credit or
following up on repayment. The result has been diversion and
misappropriation. The GCB has worked with the EEC to alleviate
ioreign exchange diiiiculties and make available agricultural
machinery and equipment, primarily to rice iarmers who utilize
tractors and rice hullers. Ghana Commercial Bank's leasing operation
has sold or rented agro-chemicals and i~puts, particularly cutlasses
and spraying machinery, through its branch network arountl the
country. The FAO's People's Participation Projects in the Eastern
and Brong-Ahaio Regions (see Section VII), in which FAO donations
are used to bac'~ up credit, are administered through the GCB which
channels credit through the Catholic and Presbyterian dioceses ior
use by poor farmers in localities where GCB has no branches. The
GCB claims this program has failed in both areas due to unsuitably
fragile equipment, insuificient credit amounts, and lac'~ of farmer
initiative. The GCB also claims that it has absorbed losses on the
projects as the FAO has never provided the back-up funds promised,
but instead used them for its equipment purchases~ Most recently,
the GCB has committed iinancing ior 6000 of Global 2000's 1988
Produttion Test Plots, about 30% of Global's estimated volume.

From the results oi these programs, it is diiiicult to determine
what course the GCB will take r~garding agricultural lendinQ. The
decline in deposits from farmers, high cost of account holder
processing, low repayment rates and limited (if any) proiitability
from these operations suggest it is imprudent ior the GCB to be
aggressive in the agricultural sector without better management of
the process. However, in light of the Government's stated
commitment to achieve s~li-sufficiency in food production, it is
likely the Government will look to the GCB to be the lead financial
institution in providing credit tu agriculture.

Given the precariousness of asset quality, ceilings on credit, the
sectoral allocation to agriculture that impedes profitability,
limited investment alternatives, negative real rates of return on
public sector securities and high overhead costs, it has been nearly
impossible for GCB to shore up its equity position. Its deposits
offer low-cost liquidity, yet GCB's extensive branch network entails
high operating costs. With doubts about asset quality and its role
as a public sector institution whose priorities are not always
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directed by the profit motive, BCB will need to maintain a
equi ty posi tion and rnal~e operations rnol-e eff icient to
confidence in it and the banking sector in general.
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Date Established :
Focus
Branches :
Sub-branches
Government Ownership

BARCLAYS BAN~(

1917
Comprehensive
30
10
40i.

Appendi:-< IV-2

ASSETS: 198:::. 1984 1985 1986 1987

·1
'·:i

: .. :

.: I

,". ~.

'I,

r~..~
• 0,

Cash on Hand
Balances w/Bank Ghana
Foreign Currency
Balances due by Other Banks
T,-easury Bi 11 s
Commercial Bills
Loans + Advances
Investments
Othe'r Assets

Total

Balancing Adjustment

LIABILITIES:

Balances due to Other Banks
Borrowings from Local Banks
International Borrowings
Deposits
Other Liabilities

Total

Capital + Reserves

INCOME & EXPENDITURE:

Pre-tax Operating Profit
Provision for Taxation
Net Income/Extra Item
Dividends
Retained Earnings

217
250
154

7
766

54
527
610

1,110

3,695

153

2,1(>7
64:::.

2,903

1983

:::096
584
247

7
788

1,238
610

2,:::097

6,267

(1,387)

441

2,972
1,151

4,564

316

1984

944
451

4

848
330

2,264
610

4,642

1(), 43()

(1,427)

2,115
15

4,475
1,782

8,387

616

1985

~154

:::.17
50

267

774
1,534

200
848

53
:::,,938

6\)()

7,078

15,025

(2,179)

2,199

6,267
3,463

11,929

917

1986

808
457
351

50
301

1,004
1,433

2,142
9"")7

76
4,918
1,277
8,874

20,646

(:::,,511 )

767

10,922
3,324

15,013

2,122

1987

584
319
443

50
393

** All figures are in millions of cedis
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One of three UK-based banks operating in Ghana, Barclays was
established in 1917 to serve as a commercial bank offering
comprehensive banking services to the public. Barclays is Ghana's
third largest bank based on total assets, with 10.0% of the
estimated total assets in the banking system. The bank ranks third
in deposits as well.

Barclays had one o·f the stronqer balance sheets in the banking
system based on earning assets, capitalization and liability
structure. Net liquid assets were C4.8 billion, or 44.0% of total
deposits, due to limited non-deposit liabilities and Central Banle
pressure to keep money out of circulation.

The bank had 42.0% of total assets in earning assets (loans.
securities and investments). While this was the median point in the
banking system, it is generally recognized that its loans (C4.9
billion) are performing better than those at many banks which have
higher earning assets/total assets ratios (i.e., Bank for Housing
and Construction, National Savings and Credit). Nevertheless, the
ratio is low due to excess liquidity resulting from constraints
placed on loans by the Bank of Ghana and limited investment
altet-natives.

Barclays was the best capitalized bank in the entire banking system,
with an equity/loans ratio of 43.2%. With 1987 defaults equivalent
to 4.3% of the total loan portfolio, Barclays appeared to have more
than ample cushion to protect itself against loan losses.
Delinquencies increased to 14.3% of total 1987 loans, increasing
from 5.4% in 1985 and 1986. It is unclear if this is due to
detericiration of loan qualify, or a more conservative approach to
potential loan losses. To protect itself against write-offs,
capital was bolstered in 1987 by retained earnings (C393 million) as
well as the issuance of new capital (C812 million).

The bank has a favorable liability structure, with deposits
constituting 64.0% of total liabilities. Deposits constitute a
stable source of funding except when doubts about a bank's solvency
emerge. With a comparatively strong loan portfolio, confidence in
the institution remains strong.

With its 40 branches and sub-branches located almost entirely in the
more populous southern half of the country (fixed assets were Cl.0
billion, or 11% of total assets)~ Barclays was able to increase the
adjusted value of its deposits 50.5% to CI0.9 billion (USS62.1
million). Deposits were 64% of total liabilities at year end 1987
consisting of current accounts (48.5%), savings (30.8%) and
fixed/time (20.7%) deposits. It is in the area of fixed/time
deposits that Barclays showed the greatest percentage increase
(183%), although this partially reflects slow mobilization of these
instruments in the past compared to Standard Chartered. The two
UK-based banks have outpaced their larger competitor, Ghana
Commercial Bank, in absolute fixed/time deposit collections since
1986 (Standard Chartered since 1984), while Social Security Bank has
shown strong mobilization of these deposits due to its role serving
the Social Security and National Insurance Trust.
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The bank had C17.1 billicln (L1S$96.9 million) in total a!::.!::.ets in
1987~ with C4.9 billion (USS27.9 million) in its loan portfolio.
Barclays' portfolio is concentrated in the commercial (40.0%) and
industrial (3~.2%) sectors, with 13.4% extended to agricultural
enterprises. Barclays' concentration of 10Rns is also reflected in
its geographic distribution, with the Greater Accra (76.4%) and
Ashanti (10.6%) Regions receiving most of the loans due to Barclays
emphasis on manufacturing and export/import trade. Most of the 7.9%
adjusted increase in its 1987 loan portfolio was in the industrial
sector~ with adjusted value decreases in 1987 in the commercial
(5.0%) and agricultural (9.1%) sectors.

The bank's loan policies, like those of virtually all the banks in
the system, are geared to short-term lending. Facili~ies are opened
for one year, and then reviewed for quality. Barclays loan policies
generally promote Government priurity sectors, but the primary
criterion for the extension of credit is project viability.
Speculative ventures are discouraged, implying a conservative loan
portfolio to minimize loan defaults. Barclays is very active in
export and import financing, with the. former consistent with the
Government's campaign to increase foreign exchange'earnings.

With regard to the agricultural sector, Barclays lill,ewise attempts
to extend loans to priority areas (i.e., oil palm development,
fishing and livestock development, etc.). Recent loan trends appear
to favour food and cash crops and poultry and livestocll, production.
The bank claims that a considerable portion of its agricultural
loans is to small-scale farmers. althouqh all of its 1.120
agricul'tural loans issued in 1987 \..~re great;'r than C50~0()0. Bec~use
of the ,-isl, inhe,-ent in the !::.ector, Ba,-clays appea,-ed to lessen its
commitment to agriculture in 1987.

Agricultural loans totalled C658.3 million (USS3.7 million), or
13.4% of total loans. With 1986 agricultural loans at 15.9% of the
loan portfolio, management made a decision to reduce its relative
exposure to this sector in 1987. Of Barclays' 1987 agricultural
loa~s, food and cash crops were 42.3%, poultry and livestock 36.4%~

fisheries 20.9%, and the rest (logging, cocoa and forestry) less
than 1.0%.

Information on operating results was limited. Bank management made
efforts to shore up capital and reduce loan exposure in risky areas.
Barclays had less in 1987 pre-tax operating profits than in 1986 due
to its relatively low volume of loans. Nevertheless, with net
income of C265 million and C178 million in extraordinary income,
Barclays had C393 in retained earnings after a CSO million dividend.
Combined with ample liquidity, minimal non-deposit obligations and
strong reserve coverage of loans~ Barclays should remain 'one of the
banking system's leading performers.
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Date Established
Focus
Branches
Sub-branches
Government Ownership

STANDARD CHARTERED

: 1896
Compn~hensi'Ie
25
8
401.
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ASSETS: 1983 1984 1985 1986 1987
------

Cash on Hand 200 468 726 534 885
Balances ~'l/Banl~ Ghana 247 47.7 699 182 856
Foreign Cut-rency 6 2 2 43 41
Balances due by Other BanI's :::.5 43 56 80 731
Treasury Bills 134 195 121 120
Commercial Bills 149 7,64 45 44
Loans + Advances 632 1 ,57,7, 2,805 5,104 6,919
Investments 1 ~ 37.2 1,102 1,642 1 ,267, 1,140
Ot het- Assets 59:::, 977 7,66 2,123 2,552

------ ------ ------ ------ ------
Total 7.,328 4,757 6,781 9,494 13,168

------ ------ ------ ------ ------
Balancing Adjustment (236) (129) (244) (413) 590

LIABILITIES:
------------

Balances due to Othet- Banks 4
BC!rt-o~'iings from Local Banks 2 1 3 1
International Bort-o~'lings

Deposits 2,010 3,282 4,941 7,535 10,26::.r.
Other Liabilities 804 931 926 562 1 414,

------ ------ ------ ------ ------
Total 2,818 4,215 5,868 8,1()0 11,678

------ ------ ------ ------ ------

Capital + Reserves 274 413 669 981 2,080

1 NCOf'1E ~( EXPENDITURE: 1983 1984 1985 1986 1987
--------------------
Pre-ta;'( Profit 217 327 385 927 934
Provision for Ta;·(ation 97 181 216 527 519
Net Income 120 146 169 400 415
Dividend 11 35 57. 88 112
Re·tained Earnings 109 111 116 7.12 303

** Figures are in millions of cedis
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Standard Chartered (SC), one of the three UK-based commercial banks
in Ghana, opened operations in 1896. As part of an international
network under the direction of its London headquarters, SC was set
up primarily pS a lending institution with depository, transfer and
trade finance capabilitieEo. It has since evolved as one of Ghana"s
best capitalized banks, with an equity/total loans ratio of 30.1%
reported at year end 1987. SC's assets are the fifth largest in
Ghana, with 8.0% of the estimated total banking ~ystem assets. SC
ranks fourth in deposits, slightly behind its archrival, Barclays.

SC's balance sheet was one of the strongest among Ghanaian banlf.s.
The ban If. has virtually no obligations to anyone but its depositors,
with 88% of total liabilities in the form of deposits. SC had C5.2
billion in contingent liabilities (off the balance sheet), and it is
possible that these could jeopardise liquidity. Nevertheless, SC has
not had a problem with this in the past, so it is unlil(ely that this
will emerge as a serious problem.

SC had C2.5 billion in net liquid assets, or 25% of deposits. Loans
~"ere C6.9 billion, and arong ~..,ith investments accounted for 56.0% of
total assets, one of the highest earning assets/total assets ratios
in the banking system. !n the event that loan quality deteriorates,
SC had equity of C2.1 billion to cover its position, or 301. of total
loans. It is unlikely that 301. of SC's loan portfolio would cease
performing, suggesting that SC is an adequately capitalized bank.
Its equity/loan ratio was second only to Barclays, and far higher
than the banks wholly-owned by the Government.

SC had C13.8 billion (USS78.2 million) in total assets in 1987, with
its loan portfolio valued at Cb.9 billion (US$39.3 million). This
was an increase of 17.11. over 1986 on an adjusted basis, although
more loans could have been issued had it not been for the
restrictive monetary policy of the Ban 1(, of Ghana. As with most of
the banks, SC's portfolio is heavily weighted in favor of commercial
(41.41.) and industrial (28.81.) loans, with 19.51. of its loans to the
agricultural sector. Nearly all of SC's loans are concentrated in
the Greater Accra (69.41.) and Ashanti (21.21.) Regions, with only
limited exposure in the Eastern, Central, Western, Upper, Northern
and Brong-Ahafo Regions, and none in the Volta Region. Of SC's 33
branches and sub-branches, 10 ar~ in the Greater Accra Region.

On an adjusted basis, deposits increased 17.61. to C10.3 billion
(US$58.3 million) in 1987. Of its deposits, 50.9% were current
account deposits, while 27.41. were in savings and 21.6% in
fixed/time deposits. SC's deposits/branch ratio was C411 million,
placing it fourth, and ahead of its closest peer, Barclays.

Operating results in 1987 were comparable to those of 1986 on a
nominal basis. The most important development onSC's balance ~heet

was the issuance of new capital, and retention of most earnings,
doubling nomina! capital and reserves from C1.0 billion to C2.1
billion .
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SC's agricultural loan portfolio nearly doubled on an adjusted basis
in 1987, from 12.9% of 1986 loans to 19.5% in 1987. This was the
largest increase registered among its loan classifications. Most of
SC's agricultural loans were to food production and agro-processing
enterprises (93.1%), with the rest to fisheries. Standard has
achieved a strong position compared to the other banks in mechanized
rice farming in the Northern Region and large-scale poultry
enterprises in Ashanti.

While management did not provide a specific breakdown of the number,
size or quality of loans, it did convey a commitment to agricultural
group lending to units of five to ten people on an unsecured basis.
SC chooses its groups based on a village's reputation, references
from the village chief, age of the farmers, amount of group acreage,
and general feasibility of the area. Its four branches in Tamale,
Kumasi, Accra and Cape Coast oversee agricultural lending in their
respective areas, with loans often on an unsecured basis. Once an
application is originated from these offices, it takes two-four
weeks for the approval process to be completed and loan disbursement
to be made.

The Tamale office provides loans for rice, maize, groundnut and
millet production. SC's office in Kumasi ~hows a portfolio composed
of poultry and food crop loans. The Accra and Cape Coast offices
lend to maize, cassava and poultry farmers. All of its offices have
avoided piggeries, and bad experiences in the past have shifted SC
away from cooperatives, absentee farmers and backyard ventures.
Most of SC's loans to small-scale farmers are for durations of less
than o~e year, while poultry and large-scale farmers often receive
loans of two-five years •

SC stated that its group lending program was working successfully,
with loan officers visiting farm sites to permit ongoing monitoring •
Management claimed that repayment rates were high, providing funding
and confidence for a recycling of loans to the agricultural sector.
No new loans are issued until previous loans are fully repaid. In
the event that agricultural loans are not repaid, the Banl~ of Ghana
provides a 66.6% guarantee up to C50,OOO. These loans are aged over
a five-year period, with SC (or any other bank) notifying the
Central Banl~ that it may need to collect on the guarantee. However,
SC rarely utilizes this guarantee as it believes the harm to its
public reputation and reduced confidence in its stability would be
too great a price to pay for the cedi amounts recovered.

In the future, SC may involve itself as a distributor of inputs with
e;·~tens.ion set-vice bacl,;-up. This. would be a self-financing venture
that would more closely associate the bank with its customers to
better monitor its credits. This move, how~ver, must receive
approval from the Bank of Ghana.

With a liquid and well-capitalized balance sheet. relatively lean
operations, strong market position and international reputation, SC
should continue to maintain a competitive advantage in the banking
system. Its share of the loan market has consistently been
maintained at 12.51. since 1984, and is effectively higher as its
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loan portfolio probably has a smaller percentage of non-performing
loans. Assuming banl~ management l-emains ef f ec tive, staf f training
programs continue and increased computerization improves efficiency
while lowering operating costs, SC will continue to be one of the
top performers in the banking system.
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SOCIAL SECURITY BANK

Date Established
Focus
Br- anc hes
Government Ownership

: 1977
Real Estate~ Consumer and Commercial Lending
44

: 100;':

r"'

ASSETS:

Cash on Hand
Balances w/Bank Ghana
Foreign Currency
Balances due by Other Banks
Treasury Bills
Commercial Bills.
Loans + Advances
Investments
Other- Assets

Total

Balancing Adjustment

LIABILITIES:

Balances due to Other Banks
Borrowings from Local Banks
International Borrowings
Deposits
Other Liabilities

Total

Capital + Reserves

INCOME & EXPENDITURE:

1983

208
74

17

860
846
318

484

2~180

4~IO

2 ~6::,0

177

1983

1984

290
92

l()

267

1~445

1,279
733

4,116

202

55

3,2()2
916

4~173

285

1984

1985

256
1 ~ 667.

20
27

2,215
1~581

996

6,758

388

6,880

361

1985

1986

5()4
1~O()4

120

602

5~254

3~426

1,147

174

9~347

2~584

11~931

874

1986

1987

2~009

4,238
401

2,996
1 ~(>14

6,337
3,351
2~828

23,174

(2 )

15~322

7,077

22~399

991

1987

..

Pre-tax Operating Profit
Provision for Taxes
Net Income
Dividends
Retained Earnings

., Figures are in millions of cedis
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58
24

24

132
76
56
20
36

636
409
227

30
197

395
:!',25

70
20
50
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Social Security Bank (SSB) was established in 1977 to provide credit
primarily for workers' and consumers' needs, and to serve as a
depository base for the Social Security and National Insurance Trust
(SSMIT), its, sole shareholder. Due to its specializ~tion, the SSB
has evolved as a unique ban'~ in Ghana due to its hire purchase
scheme which provides installment credit for durable goods stocked
by the bank. TIle result has made SSB Ghana's second largest bank in
total assets and fourth in loans, although with weak earnings it is
uncertain how stable SSB's loan portfolio is. SSNIT's deposits have
helped push SSB to the second ranking deposit institution after
Ghana Commercial Bank.

SSB's critical strength is its liquidity, owing largely to the
stability of its built-in deposit base from 55NIT. S5B, however,
had Excess liquidity at year end 19B7~ with net liquid assets of
C10.7 billion, or 70% of deposits. Such liquidity was largely due to
SSB's nearly C7.8 billion in contingent liabilities, the Bank of
Ghana's squeeze on money in circulation to contain inflation, and
the need to keep sufficient reserves to meet depositors' needs in
the event that lac'( of confidence- concerning loan quality led to
extraordinary withdrawals.

Deposits increased, and were
strongest in the banking
declined from 78.3% in 1986
unspecified liabilities.

68.4% of total liabilities, second
system. Nevertheless, this proportion

as SSB showed a marked increase in other

SSB's capital remained low when measured against total assets (3.3%)
and toial loans (15.6%). Whether this constitutes a satisfactory
measure of protection against bad loans is highly unlikely in light
of the percentage of loans in arrears. Weak earnings suggest SSE
has overvalued assets in its loan portfolio~ consistent with the
banking system's unfounded practice of keeping non-performing loans
on the books. Being a Government-owned bank, it is assumed that
many of its non-performing loans are to financially troubled
parastatals.

SSB had a better mix of earning assets than the other banks. While
loans were only 27.1% of total assets, earning assets were 45.8%,
the fourth highest figure in the system. SSB had C4.4 billion in
other earning assets, namely securities and investments. This
partially compensates for idle funds and bad loans, but is clearly
not enough to generate strong earnings.

SSB's loan portfolio of C6.3 billion (U5S36.0 million) increased
4.2% in 1987 on an adjusted basis. While most loans were
concentrated in the Greater Accra Region (72.6%), SSB increased its
exposure most aggressively in the Western (291%) and Ashanti (55%)
Regions in 1987; theSE two regions constituted 15.3% and 6.4%,
respectively, of year end 1987 loans. Like the rest of the banking
system, only a minute portion of the bank's assets and loans are in
the Northern and Upper Regions.
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SSB's loan portfolio has a different sectoral composition from the
primary comm~rcial banks. Whil~ industrial loans (29.8%) were the
largest category, SSB only had 21.7% of its portfolio out to
commercial enterprises. Aside from Merchant Bank, whose portfolio
is heavily weighted towards corporate industrial enterprises, and
NSC, SSB is the only commercial bank with less than 30% of its
portfolio to the cClmmer-cial !,;.ector. This is due to SSB's poor risl~

management, as a considerable portion of loans in arrears are in the
commercial sector. With 16.1% of its portfolio in agriculture and
8.21. in real estate, it is assumed that most of the remaining 24.21.
is in the form of consumer installment loans. (Mining is less than
11. of SSB's total loans). As such, SSB appears to have one of the
most diversified loan portfolios in the banking system, consistent
with the overall diversification of its balance sheet. This
portfolio also appears to include the second largest real estate
port fol io in the banldng system af ter BHC.

While diversification is one of the most useful vehicles of
efficient portfolio managem~nt, sse's diversification strategy
carries risks with it. Its hire purchase credit scheme to promote
consumer lending, ~xport/import busines~ and joint ~entures hav~

incr~ased overhead as many of the consumer goods (household
appliances, furniture, bicycles, etc.) are stocked with the bank .
This has necessitated storage capacity, personnel, paperwork and
other administrative costs typical of an in-house strategy, raising
the overall cost structure of the bank's operations. In the event
that net interest margins become very narrow and/or demand for
consumer credit stalls, the sse would have to cover its fixed and
inventory costs from non-interest income sources. In addition, some
of th~se credits are likely to be medium- and long-term, thus tying
up liquidity. With 58.3% of its loans classified in arrears, the
risks of ~xceptionally w~al~ loan quality appear be dangerous at this
point, particularly as SSB has only a reported 15.6% equity/loan
ratio.

Despite the consumer orientation, SSB has 16.11. of its loans out to
th~ agricultural sector, some under its Special Farmers' Credit
Scheme for export crops (cocoa, coffee and sheanut). Most of its
loans are to fisheries (55.31.) and livestocl~ breeding and poultry
enterprises (23.0%). Nearly 72% of its agricultural loans are
stated to be for one year or less, altho~gh it is unclear how many
of these "short-term" loans have been rol led . over-. SSB's
agricultural loans are broken down into four classifications: annual
food crops (maize, rice, cassava, plantain, yam, sorghum); perennial
cash crops (oil palm, pineapple); livestoc': (piggery, poultry,
sheep and goats); and fishing (marine, fresh water and inland). The
SSB has commitments in all these areas, with an active current
account of at least 12 months and a lease on the land as minimum
requirements for most agricultural credits.

sse's focus on consumer banl~ing has led to impressive deposit growth
in recent years. Part of this deposit growth is the result of more
effective public sector efforts to enforce Social Security
contributions, increasing SSNlT's deposits. The banl~'s policy is
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that customers must have,active accounts with SSB for a minimum 12
months (most banks demand only si~) before ~redit is granted. With
its 44 branches (25 of them ~n the Ashanti~ Greater Accra and
Western Regions)~ SSB had C15.3 billion (US$87.1 million) in total
deposits at ye?r end 1987. Total deposits increased 41.6% on an
adjusted basis without a net increase in its branch network.
Current accounts~ which increased 13.7% in 1987~ constituted 60.2%
of total deposits~ second only to Ghana Commercial Bank. Savings
increased 15.3% in 1987~ and accounted for 27.4% of total deposits.
But it was in the field of fixed/time deposits where SSB registered
its greatest percentage Change~ increasing these deposits 400% in
1987, largely due to increasedSSMIT deposits. As a percentage of
total deposits~ fixed/time deposits increased from 7.2% in 1986 to
25.3% in 1987. In terms of gross cedi values~ SSB had the largest
volume of fixed/time deposits in the entire banking system.

Other liabilities increased 137% on an adjusted basis to C7.1
billion (USS40.2 million) in 1987. SSB was not specific about what
these other liabilities were. but they probably consist. of reserve
obligations to employees' (i.e.~ 'pension~ welfar~; etc.) and
borrowings to shore up liquidity needs. Despite its strong deposit
base~ the increase in other liabilities constituted a marked
increase in the bank's leverage as it was unaccompanied by a
comparable increase in equity.

SSB's operations showed limited net income. While 1987 results
cover 12 months compared to the 18-month period from mid-1985
reported in the 1986 statements~ even on a pro-rated basis income
was down. With C70 million in net income against C23.3 billion in
year e~d assets~ SSB had only a 0.3% return on' investment~ one of
the lowest in the banking system. The bank attributes this weakness
to Bank of Ghana intervention (credit constraints~ reduced service
fees, liquidity reserve requirements)~ increased operating costs
(personnel~ office)~ and a weakened economy. Nevertheless~ as these
factors affected all banks~ SSB's earnings were very weak, largely
due to the banl(,'s failure to pare down overhead in an economic
environment of monetary restrictiveness and weak earnings from
loans.

With regard to management~ SSB's reputation was recently tarnished
when the Managing Director was interdicted for misappropriation of
funds. Given the high public profile of the bank due to SSNIT's
deposits,and the need for public trust, this interdiction once
again raises questions about confidence in the banking sector. With
the Government attempting to restore confidence in public
institutions, the restructuring of the banking system will have to
include controls that monitor operations to prevent such abuses from
recurring.
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APPENDIX IV-5

NATIONAL SAVINGS AND CREDIT BANK

....

, ,

Date E~tabli~hed

Focus
Bt-anc hes
Government Ownership

: 1972
: Savings Mobilization and Development Finance

18
: 100~':

ASSETS:

Cash on Hand
Balances w;Bank Ghana
FOI-eign Currency
Balances due by Other Banks
TreasLll-y Bi 11 s
Commercial Bills

. ! Loans + Advances
Investments
Ot het- Asset s

Total

Balancing Adjustment

LIABILITIES:

Balances due to Other Banks
Borrowings from Local Banks
International Borrowings
Deposits
Other Liabilities

Total
..
.- !

Capital + Reserves

INCOME & EXPENDITURE:

Gross Income
Interest Experise
Provision for Loan Loss
Other Operating Exp.'s
NE't Income

1983 1984 1985 1986 1987

28 81 79 119 184
11 155 197

3
6 3 4 11 33

72 185 177
167 1~IO 220

217 7.::>1 583 944 1,175
~!6 56 295 392 ~~,..,

II ..

587 799 85() 289 1.040
------ ------ ------ ------ ------

894 1,270 2,061 2,245 3,801
------ ------ ------ ------ ------

21 4 (113) (182) (17)

80 :!'162 42 45 71
5::.() 580 530

::.40 439 573 1,028 2,114
471 488 774 362 829

------ ------ ------ ------ ------
891 1,289 1,919 2,015 3,544

------ ------ ------ ------ ------
24 27 29 48 240

198::. 1984 1985 1986 1987

66 96 128 ::.49 461
4 4 6 88 136
2 2 5 5 40

4~1 76 107 223 251
15 14 10 33 34

• "I ** Figures are in millions of cedis
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National Savings and Credit Bank (NSC) was fo~med in 1972 to
formalize the hitherto postal savings effort that had been
implemented by the Government of Ghana, and to bolster the personal
savings mobilization effort of the Ghana Savings Banl<. The
relationship with the post office's 400 branches undermined
operations, however, charging expenses to the bank without
transferring deposits. The result was a costly drain on NSC with
the bank now claiming the postal system owes NSC C270 million, or
1131. of 1987 capital and reserves. The banl(, has filed claims to
encourage the Government to reimburse NSC, but to date no funds have
been received. In 1985, NSC curtailed its relationship with the
postal system as a source of savings mobilization.

Originally conceived as a savings institution, NSC concluded that
offering credit would serve as an incentive to attract additional
savings, hence the evolution from a savings bank to a savings and
credit institution. NSC's focus has traditionally been on the small
and medium-sized borrower and depositor, although there now appears
to be evidence that the current management team i~ focussing on
larger credits and not small savings accounts. The traditional
target group includes farmers, sho~keepers, tailors, traders,
artisans, drivers, etc. Despite recent trends favoring larger
customers and salaried employees, NSC still remains one of Ghana's
smallest institutions in deposits and total assets. In fact,
despite its emphasis on deposit mobilization, it is the second
smallest primary or secondary institution (excluding Ghana
Co-operative Banl<) in attracting deposits on a per branch basis,
reflecting its clientele.

Despite NSC's apparent ineffectiveness at large deposit mobilization
on a per branch basis, some of the bank's balance sheet is not
nearly as weak as that of some of its competitors. Deposits are
59.71. of total liabilities, suggesting its borrowings do not play
nearly as significant a funding role as they do at the more illiquid
development banks (ADS, BHC, NIB). In fact,its long-term borrowings
from the Bank of Ghana are for 20 years and at concessionary rates
(51.). However, NSC's real balance sheet problem (discussed below)
is equity and loan quality.

NSC had positive liquidity at year end 1987, with net liquid assets
of C212 million. Thus, while NSC was one of the least liquid banks,
its liquidity was positive and appeared to provide marginally
adequate coverage of liabilities. NSC needed less liquidity on hand
than other banks as a majority of its deposits were savings and
fixed/time deposits which, although bearing a higher cost, tend to
be more stable and have less turnover.lts cash and reserves were
well above Banlc of Ghana liquidity reserve requirements, signifying
a positive turnaround from the liquidity problems it faced in
198:::'.-1984 •

NSC's total assets were C3.8 billion (USS21.5 million) at year end
1987, ~'Jith a loan 'pOI-tfolio valued at Cl.2 billion (US$6.7 million)
and earning assets 621. of total assets. It is the loan portfolio
that is most questionable about NSC's balance sheet, with
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non-performing loans estimated to be as much as 85% of the total
loan portfolio. The banlf, believes this is because people perceive
the banlc as a Government-owned institution. and that if enough
defaults occur, the Government wil~ find the means to rescue the
bank. Whether this is true, the bank has long had difficulty in
managing credit, undermining returns on investment. It is also
quite true that bad service, high effective interest rates on loans,
fees, etc., have reiniorced a negative image in the public's eyes.

NSC's loan portfolio grew 7.6% on an adjusted basis in 1987. The
banle's loan portfolio is diversified, with 19.2% in industrial
loans, 17.7% to agriculture, 8.8% to commercial interests. 6.2% to
real estate and 48.1% to non-specified (i.e., mining and quarrying,
transport, consumer, etc.) categories. Non-specified loans are
mostly consumer installment loans (for stoves and refrigerators) as
NSC has packaged a savings plan that qualifies people for consumer
loans with a "si~eable~ savings account (operative for one year and
fro~en as collateral) and a 45% down payment. With 11 of its 18
branches in the Greater Accra (8) and Ashanti (3) Regions, loans
were concentrated to these two regions, constituting 68.3% and
11.4%, respectively, of NSC's total portfolio.

The problem with NSC's loan, as with virtually every bank in Ghana,
is quality. The NSC that nearly 837. of its loans were in arrears in
late 1987, mostly in commercial (35.9%), industrial (18.3%) and
agricultural (16.4%) enterprises. Even if most of these (i.e., 75%)
were ultimately repaid, the NSC would be technically insolvent with
its reported (and probably overstated) 20.41. equity/loan ratio.
Many of ttlese bad loans may be attributed to the management team
that was replaced in 1984. One source stated approximately 251. of
loans not repaid have been outstanding for greater than five years.
Nevertheless, on a purely statistical basis, and assuming capital
and reserves are real and not accrued, the current management team
would have to recover every loan to be at the breakeven point
between solvency and insolvency. Of NSC'sloans in arrears, 43%
have been aged beyond three years, suggesting that NSC may be
technically insolvent.

Of NSC's agricultural portfolio, most of its loans are concentrated
in food crops (55.1%), fisheries (26.31.), and aqro-industrial
enterprises (18.2%). New loans to small-scale farmers are
insignificant, reflecting NSC's limited commitment to small-scale
farmers, small number of branches in rural areas, and centrali~ed

approach to lending which has biased the loan portfolio in favor of
industry, commerce and consumer credit. Those small-scale farmers
who ,-eceive loans tend to be organl~ed on a group basis. More than
85% of agricultural loans were outstanding for greater than one
year, implying serious repayment problems.

On the deposit side. NSC's total deposits were C2.1 billion (USS12.0
million), 59.7% of total liabilities and an increase of 78% on an
adjusted basis from 1986. NSC's deposit growth was in all areas:
current accounts increased 87.3%; savings increased 45.7%; and
fixed/time deposits increased 120.07.. NSC's year end deposit
composition was 43.27. in current accounts, 31.97. in savings, and
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24.9% in ii)ted/time deposits. These deposits were almost entirely
in Greater Accra (73.9%)~ including all of its fi}ted/time deposits~

and Ashanti (21.7%). Thus~ the other regions were inconsequential
with regard to deposit mobiIization~ with seven oi NSC's branches
accounting fo~ only 4.4% oi its deposits.

The increase in deposits is due to an expansion in NSC's branch
network in Greater Accra~ its longstanding policy of accepting
savings accounts oi any size~ and its attempt to use savings to
promote a lending scheme ior consumer goods and real estate. It is
noteworthy~ however~ that its deposits increased 78% at a time when
NSC processed fewer loans and showed only 7.6% real growth in its
loan portfolio. This raises the question oi whether an institution
designed to specialize in savings deposit mobilization needs to be
aggressive from the credit side to attract savings.

Long-term domestic borrowings were
the Bank oi Ghana for 20 years
declined irom 5.0:1 to 2.2:1 as the
short-term borrowings from the
increased equity C125 million.

Capital and reserves were 20.5% of loans~ giving NSC some margin ior
write-ofis. Without having the iniormation needed to ascertain loan
quality~ it is unclear whether its equity/loans ratio is adequate.
NSC did increase its capital position, as equity increased 801. on an
adjusted basis to C240 million (U5S1.4 million)~ due primarily to a
76% real increase in retained earnings. Nevertheless, with only a
0.9% return on investment~ there is much to suggest that NSC's loan
portiolio has problems of periormance and recoverability~ and that a
20.51. equity/loan ratio may not be satisiactory. Further, as its net
income is accounted ior on an accrual basis~ there is a high
probability that retained earnings were iar less on a cash basis,
and that NSC's equity/loan ratio is iar below its stated 20.51..
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Date Established
Focus
Br-anches
Government Ownership

APPENDIX IV-6

MERCHANT BANI<

1971
Corporate Banking

301.

': ..~

.'

ASSETS:

Cash on Hand
Balanc~s w/Bank Ghana
For~ign Currency
Balances due by Other Banks
Treasury Bills
Commercial Bills
Loans + Advances
Investments
Other Assets

Total

Balancing Adjustment

LIABILITIES:

1983 1984 1985 1986 1987

6 20 40 28 41
12 39 176 141 562

3 3 1 1
30 174 48 1,406 3~273

34 141 229 85

144 544 704 1,420 1,924
281 195 375 466 2::.9

89 91 171 576 1,151
------ ------ ------ ------ ------

565 1,100 1,655 4,267 7,276
------ ------ ------ ------ ------

162 455 440 (396) 2::8

240 169

945 1,767
631 1,634

------ ------
1,816 3,570

------ ------

175 301

,
.,

Balances due to Other Banks
Borrowings from Loial Banks
Int~rnational Borrowings
DE'posi ts
Other Liabilities

Total

Capital + Reserves

INCOME & EXPENDITURE:

131 46
:::.1)

25-1 556
263 772

------ ------
648 1,404

------ ------

55 96

1983 1984 1985 1986

114
200

2,507
4,296

7,117

398

1987

Total Income
Op. Costs/Provision

for Loan Loss
Operating Profit
Provision for Taxes
Net Income
Dividends

51 96 182
20 55 104
~.-, 41 79...'''':'

4

189
:::.45
223

91
30

683

452
231
149

82

. ~
i~ *1 Figures are in million of cedis
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Merchant Banl~ (MB) was established in 1971 and began operations the
following year. Merchant is part of the Grindlays international
banking network which is now a part of the Australian New Zealand
Bank of Australia. Grindlays has 30% of equity. The Nationa!
Investment Bank (25%) and State Insurance Corporation (15%) also
have equity shares, as does the Government of Ghana (30%) MB was
designed to address .the needs of corporate investors in Ghana in
investment::., corpol-ate finance, proj ec t finance and capi tal marl!'et~.

activities, as well as export/import trade. Due to this focus, MB
has virtually none of its loan portfolio out to farmers. At year end
1987, 13% of MB's loans were in agriculture, almost entirely to
fisheries in the Greater Accra Region.

MB's size and corporate focus make its balance shee~ different
from most of its competitors. MB's activity primarily focuses on
the inter-bani!' lending marl~et as a source of funds, lending those
funds out at either more favorable rates or for shorter durations.
This process is reversed if banks demand funds, and MB feels this
will constitute a greater return than loans, securities or other
invE'stments.

At year end 1987, MB had excess liquidity, with net liquid assets
of C3.6 billion. The largest asset MB had was balances due from
other banl!'s, suggesting that credit constraints from the Central
Bank made MB a net creditor to the banking system. Loans/advances
and other unspecified accounts decreased by C965 million, while
deposits and other unspecified liabilities increased nearly C2.0
billion, creating excess liquidity.

The main source of funding was from other liabilities, which were
60.4% of total liabilities and consisted primarily of acceptances,
guarantees, and indemnities for its corporate customers. Deposits
were only 35.2% of total liabilities as MB emphasizes only corporate
deposits, avoiding retail services except for those associated with
corporate accounts •

Of MB's total assets of C7.5 "billion, only 29.8% were in the form of
earning assets. Most of these were loans (Cl.9 billion),
concentrated in the industrial (48%) and commercial (211.) sectors,
with 85% of its loans in the Greater Accra Region. Average loan size
was over C20.0 million (USS120,000), reflecting MB's corporate
focus. MB did not provide information on the term structure of its
loans, ageing of accounts or ove~all quality of assets, although its
adjusted provision for loan losses increased 50% in 1987 and was the
main reason why net income declined roughly 20% on an adjusted
basis .

In 1987, MB was successful in attracting time dep6sits from
corporate customers. On an adjusted basis, fixed and time deposits
increased nearly 1.5 times, and constituted nearly 50% its of total
deposits. Deposits were 1.3 times outstanding loans, slightly below
the median point when compared to ether banks in the system. Because
deposi ts a,-e f ,-om corporate clients, it is 1 i I~el y that 1ess e~tpense

is involved in administering bank liabilities as the deposits are in
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larger amounts per customer. ME does not open current accounts for
individuals unless they are also corporate customers.

MB's capital and reserves at year end 1987 were reported to be C398
million (LlS$2.3 million). Total capital and reserves were 20.7i: of
total loans, providing more protection against loan write-offs than
most other banks. Whether this constitutes adequate capital is
uncertain as Merchant's management was unwilling to provide
information on the financial condition of the bank, operations, or
anything else of substance.

Operating information is quite limited, as is the description of the
balance sheet. However, the banlf, increased its loan loss provision
to protect shareholders against write-offs. Since 1984, MB's
equity/loan ratio has ranged from 17.7% (1984) to 24.9% (1985). and
been in between the two in 1986-1987. By maintaining about a 21%
cushion against loans, MB management feels shareholders can remain
confident about long-term profitability. Nevertheless, because of
MB's excess liquidity, its earnings were limited, reducing net
income on a nominal basis and thereby leading to a management
decision to. not issue dividends. With credit constraints imposed by
the Bank of Ghana, 1988 may resemble 1987 in terms of generating
limited income, although this may also carry with it .less of a need
to increase loan loss provisions if asset Quality is maintained and
relatively few new loans are issued •
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APPENDIX IV-7

BANK OF CREDIT AND COMMERCE (GHANA) LTD.

Date Established :
Focus
Branches
Government Ownership
Foreign Ownership :

1978
Trade Finance
1 (in Accra only)
13t. by BOG
5St. b", acc (In t)

.~.

, ,

"

ASSETS: 1983 1984 1985 1986 1987
------

Cash on Hand 17 18 62 66
Balances lo-J/Bank Ghana 8 8 82 441 375
Foreign Cur-rency 2 16 53
Balances due by Other Banks 31 28 24 142 1,016
Tr~asury Bills 7 90 135 197 148
Ccmmer-c ia 1 Si Ils 30 60 190
Loans + Advances 13 98 141 300 421
Other Assets 2 10 28 3S

------ ------ ------ ------ ------
Total 59 243 442 1,246 2,304

------ ------ ------ ------ ------
Balancing Adjustment (a) 4 (2 ) 48 (134)

LIABILITIES:

Balances due to Other Banks
Borrowings from Local Banks
International Borrowings
Deposits 33
Other Liabilities 15

Total

Capital + Reserves

48

3

1 45 227 14

199 297 859 1,349
41 84 189 718

------ ------ ------ ------
241 426 1,275 2,081

------ ------ ------ ------
6 14 19 89

I NCOt1E ~< EXPENDITURE: 1983 1984 1985 1986 1987
--------------------
Interest Income 40 78

" Fee Income 189;,.
,"

145Interest E:'(pense
P,-ovision for Loan Loss 7 6

: ~ Other E"penses 44 95
Net Income 18 21

. ,

10'" Dividends 10

** Figures are in millions of cedis
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The Bank of Credit and Commerce (BCC) is a limited liability bank
established in 1978 with only one branch in Accra. It is part of a
larger Pakistani-based bank network located in more than 70
countries. BCC's main focus is commerce and foreign business
transactions (i.e., establishment ~f letters of credit).

With its limited focus and overhead, BCC has one of the best balance
sheets in the banking system. Liquidity is strong due to limited
obligations and the need for adequate funds in the event its bacl~ing

for trade finance transactions is required. Net liquid assets were
Cl.8 billion at year end 1987, with no borrowings and virtually no
'funds o~~ed to othel- banlts.

BCC has to be liquid as it takes on contingent liabilities with its
focus on trade finance. By backing letters of credit, BCC's risk is
that the party it is backing will not meet the terms of trade, thus
obligating the bank to fulfill the monetary requirements for the
transaction to take place. Nevertheless, this is now becoming less
of a risk to banks. Whereas in earlier years, licensed
importers/exporters needed to borrow the full amount to establish
letters of credit before a transaction was initiated, they now are
done on a collection basis. As such, cl~ents now only need part of
the total value of the letter of credit up front, with the rest
collected after the transaction is finalized. This, in turn, has
reduced bank exposure to trade finance liabilities.

On the funding side, BCC's deposits/total liabilities ratio was
64.9%, one of the best in the system. As most of BCC's clients are
engaged in trade, they maintain steady balances with the bank to
ensure'letters of credit and other instruments to facilitate trade.
Another factor of considerable importance is BCC's international
neb'IOI-I( and foreign aCCCl\.lnts. Since early 1986, BCC has advertised
extensively through Ghanaian embassies for Ghanaians to hold foreign
exchange accounts in Ghana to be able to transfer funds back to
Ghana. As such, of BCC's 7000 deposit accounts, 2000 are foreign
exchange accounts. This has substantially boosted the bank's
funding. As such, the bank's deposits constitute a stable source of
funding, as well as a source of security for its customers'
obligations.

At year end 1987, BCC reported assets of C2.1 billion (US$12.3
,million). BCC's total loan portfolio was C420.9 million (US$2.4
million), with 50.0% to commerce, 29.6% to industry, 12.7% to
agriculture and 7.7% to real estate. Because of its emphasis on
liquidity, earning assets were only 35% of total assets, with most
other assets in cash form or due from other banks.

BCC's investments in agriculture ~ver the years have been in food
crops, fisheries and timber exports. Food crops constituted 88.9%
of BCC's 1987 agricultural loan portfolio, with fisheries at 8.41.
and timber expo~ts at 2.8%. On an adjusted basis, BCC's
agricultural loans declined by 42.2% from 1986. While food crops
showed a slight (2.4%) increase in growth in 1987, fisheries loans
declined drastically by 92.91. during the same period. This was due
to the poor fishing seasons experienced in recent years, coupled
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with the high capital outlays required for fishing operations
arising out of the high foreign input content of large-scale
fisheries. BCC said its agricultural loans tend to be to small- and
medium-scale farmers.

In 1988 ECC plans to diversify its risk in agricultural financing.
BCC has provided a C20.0 million grant to the Government to be
distributed by the ADB and Co-op Bank Ltd. to small-scale farmers in
the Upper West Region under the Global 2000 programme. One
possibility concerning agricultural lending is that BCC will
continue to back Global 2000's efforts. BeC's propensity to lend to
these projects will depend on how efficiently managed loan
disbursements and collections are via the services of other banks.
Nevertheless, BCC's international management is close to leading
Global 2000 figures, and despite BeC being the smallest bank in
Ghana, it is committed to making a contribution to local
agricultural development. Thus, its involvement with Global 2000
projects could lead to a larger financing role that could benefit
small-scale farmers in the long run.

. ",:.

Other assets
worth about
assets, yet
computerized

reported by BCC at year end 1987 were fixed assets
C35.3 million. Fixed assets were only 1.61. of total

BCC's office appeared as modern, well-managed and
as any branch or home office we visited.

; ,I

, :
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At year end 1987, BCC had mobilized Cl.3 billion (USS7.7 million) in
deposits, with 68.9% in fixed/time deposits, 27.01. in current
accounts, and 4.11. in savings. Between 1986 and 1987, there was a
real reduction in current account mobilization of 28.21., while fixed
deposits increased by 1061. in real terms. This reflected BCC's
corporate and commercial clientele, as well as accounts set up by
Ghanaians residing abroad to facilitate transfers back home. BCC's
cost of funds increased in 1987 due to the changed composition of
its deposits.

No borrowings were reported, but other liabilities stood at C717.7
million, having grown from ClaS.S in 1986. Given BCC's high volume
of contingent liabilities due to its trade finance activities, it is
possible that the increase in other liabilities (i.e., bonds) has
been utilized to enhance liquidity as a cushion against
non-performance of customers whose letters of credit have been
established. Nevertheless with an overall decline in contingent
liabilities to the banks, it is difficult to ascertain why other
liabilities increased as they did without branch expansion,
increased office and personnel obligations, etc.

BCC's equity was reported to be C89.1 million (US$506,250), or 21.21.
of total loans. Given its stable deposit base, seemingly adequate
coverage of non-performing loans, low overhead costs and strong
liquidity, ECC appears to have a solid position in the market.
Trends have favored commerce and trade for years, and BCC has played
a supporting role in the financing of some of that trade. With its
international network in more than 70 countries, BCC should be able
to continue playing a small but ef1ective role in trade finance in
Ghana •
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AGRICULTURAL DEVELOPMENT BANK

APPENDIX IV-8

Date Established :
Focus :
Bra.nches
Sub-branches
Government Ownership :

1965
Agricultural Lending
34
16
lOOI.

ASSETS: 1983 1984 1985 1986 1987
------

Cash on Hand 67 94 118 161 206
Balances ~..,/Banl~ Ghana 26 8:::'. 16 151
Foreign Cun-ency
Balances due by Other Banl~s 6 9 15 50 37
T,- easUl-y Bills 72 2 ~t::t 89 11
Cornmel-c i a I Bills 100
Loans + Advances ~f35 961 1~58() 2~42:::'. 3~509

Investments 14:::', 7::. 425 :;.61 282
Ot hel- As~,ets 587 838 1~O85 :::'1~299 5~700

------ ------ ------ ------ ------
Total 1 ~ 4:;.6 2~O6() 3~392 6~534 9,745

------ ------ ------ ------ ------

Balancing Adjustment ( :;.4 ) (30) (162) 5 165

LIABILITIES:

Balances due to Other Banks
Borrewings from Local Banks 119
International Borrowings 232
Deposits 532
Other Liabilities 457

, .

Total

Capital + Reserves

INCOME & EXPENDITURE:

Interest Income
Other Income
Provision 10r Loan Loss
OthET E:'tpenses
Net Income
Dividends

1~340

62

198:::'.

622
22:::'. 719 786 789
240 244 1 147 2~030,
570 1 .• 00:::'. 2,025 1~925

9:;,5 1 .• 172 2,434 4~316

------ ------ ------ ------
1,968 3~138 6~392 9~682

------ ------ ------ ------

62 92 147 228

1984 1985 1986 1987

58 l()7 197
111 169 351

2 2 3
166 ,..,...~ 542..::./ ..::-

1 1 :=.

** Figures are in millions 01 cedis

-194-



'.

:;

The Agricultural Development Bank (ADB) was established in 1965 as a
secondary bank primarily to provide credit facilities for the
development and/or modernization of agriculture and allied
industries. Like the other development banks, the ADS has deviated
from its original focus to some extent, increasingly transferring
deposits fro~ rural areas into urban commercial enterprises. As of
1987, the ADE was one of the banking system's most poorly
capitalized institutions, with recurrent liquidity prOblems, a high
percentage of non-performing loans, an expensive branch network
system and an inefficient organizational set-up at headquarters.

The ADS has a network of 50 branches and sub-branches in all 10
regions o·f the country. The distribution of these is as follows:

Greater Accra - 6 Volta 5
Ashanti 4 Brong Ahafo - 9
Western 4 Northern 3
Eastern 7 Upper East 4
Central 7 Upper West 1

The ADE, with its eight offices in the under-represented Northern
and Upper Regions, makes it unique among all banks (including the
Rural Banks) as these constitute 16% of the ADB's total branch
network. This has much to do with its high administrative and
operating costs, as many of these branches and "farm loan offices"
carry high overhead without generating high levels of deposits or
income. Part of this has to do with economic inactivity in these
areas, leading to the transfer of deposits for investment in the
more active urban areas of the country. Part of this also has to
do with loan losses in the ADS's agricultural portfolio, leading
to insufficient earnings to cover operating costs at many of its
branches and sub-branches.

ADB reported assets of C9.3 billion (US$52.8 million) at year end
1987. These assets grew at an adjusted rate of 21.7% in 1987. It
is lil~ely that total assets have been overstated since the quality
of loans has not been firmly established through a critical ageing
analysis. It is probable that about 50% of the ADB's loan portfolio
is past due Dr in permanent default, largely the result of its
heavy concentration in agriculture. To its credit, the ADB has
made an effort to supervise the use of its credits and to collect
agricultural loans by visiting farmers during the planting and
harvesting seasons.

The ADB has fundamental problems with regard to liquidity, overhead,
capital and asset quality because its role is to finance the
rislciest sector of the national economy. As a development bank
established to provide credit to and mobilize deposits from farmers,
the ADB has established a network of banks in areas that were
generally unserved by the other banl~s. In fact, the ADB's original
mission, although on a less decentralized basis, was not altogether
different from that of the Rural Banks today.
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The results have not been favorable. Today, the ADS has a serious
liquidity problem, with borrowings exceeding cash, balances with
the Sank of Ghana and securities by C2.6 billion at year end 1987.
As the ADE has about C9.7 billion in assets, this reflects long-term
borrowing to.shore up short-term needs. Most of the borrowings have
come from the African Development Bank, European Development Fund
(EEC), lFAD and the Bank of Ghana for lending to fisheries, food
crops, oil palm and food processing, as well as to provide
logistical support (i.e., vehicles, office equipment). The rationale
behind this is that the banI,; cannclt prudently invest customers"
deposits in agriculture without jeopardizing their safety. Without
long-term borrowings, the ADS cannot therefore extend loans to
agriculture, a reversal of its intended function.

Its branch network carries overhead costs that are often greater
than the profit generated by the branch. Further, because of the
ADB's focus. its clientele deposits far less per branch than that
of any other primary or secondary bank except Ghana Co-operative
Bank. With a low deposits/total liabilities ratio (21.3%) that is
better only than the troubled National Investment Bank. the ADB is
unable to meet its liquidity needs from low-cost deposits and trying
not to risk their safety by lending th~m out to small-scale farmers.

Ultimately, the vicious cycle of weak asset quality, limited
earnings and inadequate capital relate to the fundamental problems
ADS has long encountered due to its risky focus. Only with a
write-off of bad loans, injection' of capital, better management of
the credit process, improved availability, preparation and use of
financial information for management purposes, and emphasis on
making its branches profit-center~ with a more flexible focus can
ADS contribute to a restoration of confidence in the banking sector.
A "~'lholesale" banldng role for the ADB is discussed in our
recommendations (see Section Xl).

While largely overstated because of bad loans that have been carried
forward, ADB's loan portfolio stood at about C3.5 billion at year
end 1987, having grown 25.1% on an adjusted basis in 1987. The
regional distribution of the loan portfolio was far more balanced
than most of its competitors, as follows: Greater Accra (36.8%),
Eastern (11.1%), Volta (10.9%), Brong-Ahafo (10.8%), Upper West and
East (8.8%), Ashanti (6.7%), Northern (5.1%), Central (3.9%) and
Western (2.1%), and a residual approval of 3.8% at the Head Office
level for special projects such as block farms, palm oil mills, etc.
A contributing factor to the largest concentration of loans being in
Greater Accra is the concentration of the population in the capital.
As Greater Accra's agricultural potential is far less than the other
regions, it is assumed that many of ADB's non-agricultural loans
were made in Greater Accra, confirming a trend of many rural
deposits ultimately finding their way to urban market centers.

Agriculture (including fisheries) took 68.5% of the total loans
granted by the ADB at year end 1987, consistent with the banl('s
focus on agriculture. Commercial activities reportedly received
7.3% of total loans, industrial entities 2.4%, with 21.8% of the
total loan portfolio for others (i.e., consumer loans).
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The portion of industrial loans has declined dramatically On an
adjusted basis~ by 50.2% in 1986 and an additional 40.2% in 1987.
Commercial loans on an adjusted basis have also declined since 1985~

with almost all the drop in 1986 (32.5%) and flat commitments in
1987. The decl-ease in industrial sector loans may be attributed to
the high cost of foreign exchange to import raw materials under the
foreign exchange auction system. However~ with other banks
increasing both industrial and commercial loans~ the declines in
these loans at ADB relate more to liquidity problems and their
chartered focus on allocating credit to agricultural enterprises,
two factors which are linked. It is likely that loans allocated for
agriculture have, in fact~ been used for trading purposes, thus
obscuring some of the sectoral allocations as reported.

As for agriculture~ 43.4% of the 1987 agricultural loan portfolio
went to food crops and other cash crops. Fisheries took 25.2%~

although the number of fisheries loans was not high. Because of the
high capital costs involved (i.e.~ outboard motors imported from
abroad), tile cedi value of these loans during a period of inflation
and devaluation results in a high proportion of fisheries loans.
The ADB claims that its focus is on.· food crops, and that the
fisheries portion of its agricultural sector is deceptive. The EEC
has assigned a consultant to help the ADB manage problems \~ith its
fisheries loans. Financing of cocoa started only in 1985 due to the
bank's policy of financing other crops of economic importance (oi!
palm, cotton, etc.) in line with the country's crop diversification
strategy. In 1987, however, ADB financing of cocoa was immaterial.

The average loan amount received per customer increased from C18,349
in 1986 to C37,717 in 1987. The general increase in the loan
amounts per customer over the years signifies that the ADB has taken
into account inflationary pressures in the system and approved
~ligher loan amounts to counteract increases in costs of production.
However, most of its loans are smaller, entailing high
administrative costs that increase operating. costs l~ithout

substantially increasing profits, and in fact often creating losses
due to low repayment rates.

At year end 1987, ADB had mobilized C1.9 billion (USSI0.9 million)
in deposits, out of which 57.5% was in current accounts, 42.0% in
savings and only 0.5% in fixed deposits. ADB's deposits were only
2.4% of the total deposits of the entire banking system, mal~ing it
one of the least effective institutions in mobilizing deposits on a
per branch basis. As 12 of its 34 branches are in Greater Accra or
regional capitals, this points to the ADB not being particularly
effective in mobilizing deposits, although the ADB's clientele
clearly does not have the financial resources of ,the urban-based
target groups of other banks. The trend in deposits is also
impacted by increasing costs of production and small-scale farmer
doubts about obtaining credit~ as farmers utilize their cash for
investment Blld consumption needs rather than placing their funds
with the ban~s.
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While savings increased by 21.1% (adjusted) in 1987, current
accounts declined 34.0%. As with the Rural Banks, depositors in
rural areas show a demand for savings plans that the banks could be
more effective in meeting. Fixed deposits remained a minor portion
of deposits. Mobilizing more savings and time deposits at the
expense of curt-ent accounts entails higher costs to the banl~,
although the banks have generally managed to pay far less in savings
to depositors than the posted nominal rate by enforcing six-month
grace periods and paying on the lowest balance during a six-month
period of time. With 68.5% of its loan portfolio in agriculture, it
appears that the ADB's net interest margin will, however, continue
to erode, making restructuring and recapitalization all the more
imperative.

Short-term domestic borrowings at year end 1987 were about 41.1%
of total deposits. There is a strong correlation between short-.
term domestic borrowings and financing of short-term activities,
mainly food crops and other cash crops, an indication of borrowing
short to lend short against banking prudence. Heavy short-term
domestic borrowings reflect the ADS's liquidity crisis, brought on
by a high proportion of non-performing assets and weak earnings.
Deposits were only 55% of loans.

At year end 1987, ADB had borrowed about C2.8 billion, mainly from
the African Development Banle, the EEC and IFAD. Most of these
loans are of long-term duration and at concessionary rates to
service agriculture through the supply of agricultural and fisheries
inputs. Though the distribution of inputs by the bank has brought
in substantial income (C25.0 million in 1985 and C120.0 million in
198b),' such activity also '2ntai.ls high inventory costs. ADB will
lil':ely not be able to cc'mpete ~~ith commercial house!:::. in the
distribution of agricultural inputs now that the economy is becoming
more competitive in the wake of trade liberalization. Nevertheless,
the privatization of input supplies will provide the ADB with an
opportunity to expand in-kind credit schemes by working with these
input companies.

The ADB's other liabilities stood at C4.3 billion at year end
1987, or nearly 45% of total liabilities. The exact composition
of these liabilities is not known, although they include employee
related reserves. If these other liabilities are also in the form
of guarantees under documentary credits, it is conjectured whether
the values of mortgages, securities or collateral are worth more
than the guarantees. If not, this may add to the ADB's liquidity
pI-obI ems •

The ADB had a debt-equity ratio of 12:1 at year end 1987, far too
high for a development bank with a weak loan portfolio. Capital and
reserves were only 2.5% of total Joans. This figure is abysmally
low given that default rates for agricultural loans are
comparatively high. The only con~olation concerning equity is that
the ADB reports earnings on a ca~h basis, unlike most of the banks
that unjustifiably accrue unearned income. Nevertheless, the ADB is
severely undercapitalized with a 2.5% equity/loan ratio.
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S~rious doubts remain about the ADB's capacity to serve as an
efficient vehicle of credit delivery to the agricultural sector.
Wit~out a major restructuring of operations, material injection of
capital, an improved organizational and administrative structure.
increased commitment to enhancing the efficiency of its staff and
more satisfactory use of research to support project officers, the
ADB will not become an effective institution. Without a centralized
head office (instead of five buildings spanning a quarter of a
kilometer on different sides of a busy street), adequate telephone
system, more timely preparation of critical information to assist
with project officer financial analysis, increased number and
capabilities of post-finance officers, added logistical and training
support (vehicles, typewriters, computers), and the right to close
down unproductiv~ offices. the ADB will not succeed as an
institution. Further, even with these changes, the ADB needs a new
strategic plan focussing on targets that generate profits and are
easier to administer. This would lead the ADE to focus on larger
agricultural institutions rather than attempting to meet all the
needs of the country's entire agricultural sector.
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NATIONAL INVESTMENT BANK

APPENDIX IV-9

Date Established :
Focus :
B~anches :
Government Ownership :

ASSETS:

Cash on Hand
Balances w/Bank Ghana
FOI-eign Cun-ency
Balances due by Other Banks
Treasut-y Bi 11 s
Commercial Bills
Loans + Advances
Investments
Other Assets

Total

Balancing Adjustment

LIABILITIES:

1'76.3
Ter-m Fin.~ncing of Industry
10
75i.

1983 1984 1985 1986 1987

.-,-~

4~, 65 125 142..:....:..

47 78 ~,()6 94 773

BEl 201 997 1,074 1,102
1,164 1 43 411

5 527 40
278 696 1,337 2,455 3,881
~,9 78 ::::.44 256 30:::,

2~.O 420 1,111 4,189 7,89()
------ ------ ------ ------ ------

729 2,680 4,161 8,763 14,542
------ ------ ------ ------ ------

61 (1,198) 4 290 434

'.

BalancE'S due to Other Banks
Borrowings from Local Banks
International Borrowings
Deposits
Other Liabilities

Total

Capital + Reserves

13
;:'.7

172
1~.5

::::.~IO

707

83

39 102 155 1??--
40 924 915 911

46~, 778 1,469 5,196
233 72~t 1,696 2,747
597 '1,482 4,480 5,444

------ ------ ------ ------
1,372 4, (Ul 8,715 14,420

------ ------ ------ ------

110 154 338 556

, ..
::.:

.* Figures are in millions of cedis

-200-



.. ,

. '-.

. -,

The National Investment Bank (NIB) was established in 1963 as a
specialized institution to provide medium- and long-term financing
to industrial enterprises. Since 1975, it has diversified into
comprehensive, commercial banking functions, although its portfolio
activity and limited branch network shows it has deviated little
from its original mission. The NIB has long attempted to promote
industrial development in joint efforts with foreign partners,
including direct investment with the intention of ultimately selling
NIB-owned shares to Ghanaian investors. These efforts have been
frustrated by lack of investor confidence since the 1970's, the
virtual non-existence of money and capital markets to provide a free
trade environment for public shares, and the NIB's own severe
problems in credit management and developing a strong asset
liability management approach to ensure attractive returns •

NIB ~uffers from high leverage and weak liquidity on its balance
sheet. While its C15.Q million (US$85.1 million) in total assets
qualify it as Ghana's fourth largest bank in this category (narrowly
ahead of Standard Chartered), loans constituted only 25.9% of total
assets. Taking into account NIB's term financing, much of its loan
portfolio carries interest rates from earlier years when regulated
rates were far lower, making its ret~rns in an inflationary
environment even more negative in real terms. With only 31.0% of its
assets designed to generate earnings, and with weak deposit and
equity bases, NIB has incurred C11.6 billion in borrowings and other
liabilities to provide liquidity and to finance operations.

The result of NIB's borrowings, weak deposit base and poor
capitalization is precarious liquidity and a balance sheet with
values that are inflated and do not account for non-performing
loans. Readily liquid assets (cash, balances with the Banl~ of Ghana,
foreign currency and securities) totaled only C1.4 billion, barely
more than balances due to other banks and borrowings from local
banks. Together with the lowest deposits/total liabilities ratio in
the banking system (19.1~-:), the NIB has had to lool~ to long-term
borrowings to provide some measure of liquipity for day-to-day
operations. Other assets are the largest feature of NIB's balance
sheet, reflecting joint venture interests and properties that have
accumulated over the years but probably contribute little to
earnings.

. ' ~

· '.

01 NIB's C3.9 billion (U5S22.1
concentrated in the Greater Accra
Ashanti (8.2%) Regions. Such a
NIB's emphasis on industrial loans,
Western and Ashanti Regions while
Dr limited .

mi 11 ion) in loans, most are
(69.6%), Western (14.3%) and

regional distribution highlights
and increasing interest in the
other area exposures are reduced

• f"t·.~

,..,, .

NIB's agricultural loans, 15.1% of total loans, were C585 million
(USS3.3 million) at year end 1987. Most of its loans were to
fisheries (64.9%), presumably in the Greater Accra Region, while the
remainder was mostly in food crop production (32.1%). The NIB has
never been a major player in agricultural lending.

-201-



, .
, .

.. -, ~

.-"':

,."

,',
, ..
, .

,
, ,

r .~

", :.,
t. _

NIB's deposits were C2.7 billion (USS15.6 million), only 71% of
loans. Of its deposits~ 59.5% were in current accounts and the
remaining 40.5% in savings and fixed/time deposits. Given the term
nature of its loan portfolio~ NIB is paying out more on its savings
and fi~,editi~e deposits th~n it receives from many of its loans~

forcing it to borrow to ~over operating costs and meet its
obligations to its depositor~,. Its problems with asset-liability
management have not only created a disincentive to provide
medium-and long-term loans~ its original mission~ but have chipped
away at earnings~ further preventing the bank from ~eveloping a
stronger capital position to reduce its borrowing needs.

With severe liquidity problems~ a loan portfolio that is often
non-performing or carries below-market interest rates~ a weak
capital base~ and a reliance on non-deposit liabilities~ the NIB is
desperately in need of recapitalization~ restructuring and new
management. Its capital and reserves are unsatisfactory~ only 14.3%
of loans when far greater than 15% of total loans should probably be
written off. Without an infusion of capital~ a revaluation of
assets would almost definitely make NIB insolvent.

NIB typifies the inability of a develop~~nt bank~ with a specified
mission and designed to meet a socia! need~ to function as an
effi~ient and profitable institution. Driven from the credit side
to spark development, it has failed to manage its portfolio in
such a way as to promote profitability~ emphasize asset quality or
stress the importance of deposit mobilization to a banle's
operational soundness. This~ in turn~ has ultimately weal(ened NIB's
ability to achieve its original mission of industrial development~

as well as its ability to generate the earnings required to be
competitive in other service areas of the banking industry.
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APPENDIX IV-10

BANK FOR HOUSING AND CONSTRUCTION

Date Established
Focus
Branches
Government Ownership

1973
Housing and Road Construction
10
1()o;~

, '..

ASSETS:

Cash on Hand
Balances w/Bank Ghana
Foreign Currency
Balances due by Other Banks
TreasL\l-Y Bi 11 s
Commercial Bills
Loans + Advances
1nve~,tments
Othel- Assets

Total

Balancing Adjustment

LIABILITIES:

Balances due to Other Banks
Borrowings from Local Banks
International Borrowings
Deposits
Other Liabilities

Total

Capital + Reserves

1983

21
164

280

668
10

758

1,901

(109)

6
25

769
659
279

1,738

54

1984

1,293
.',

13
1,165

2,731

119

9
110

1,139
800
691

2,749

101

1985

85
270

248
30

3, ::!.()7
22

873

4,835

380

90
943

1,331
1,427
1,206

4,997

218

1986

109
822

82
150

5,412
3()

1,698

8,303

312
1,191
2, (105
3,323
1,567

8,398

282

1987

215
488

3
58

478
150

9,948
41

2,432

13,813

801

441
1,037
5,122
5,411
2,119

14,130

484

i :;

, "
" '

t* Figures are in millions of cedis.
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The Banl( 10r Housing and Construction (BHC) was established in 1973
as a specialized institution. Since that time, it has grown to
become Ghana's 1i1th largest bank in total assets, although this is
largely due to its high level 01 long-term domestic and
internationa~ borrowings, and in no way re11ects asset quality.

BHC's balance sheet is one 01 the weakest in the banking system in
terms 01 liquidity and capital, \·dth doubts about loan quality
reinforcing these weaknesses. At year end 1987, BHe's borrowings
and balances due to other banks were C5.3 billion in excess 01
cash on hand, balances with the Bank 01 Ghana, 10reign currency
and securities. This constituted the worst net liquidity 1igure
in the entire banldng sy,=,tem, with borro"lings 1rom multilateral
agencies via the Bank 01 Ghana llsed to 1inance BHC's increased
loan port101io. The strategy was to borrow at concessionary rates
over longer periods, and lend short-term in areas that are less
risky and generate cash 1low. These loans, in turn, would shore
up liquidity while the long-term loans could be used to match the
long-term construction and real estate loans in BHC's port101io.

With only 10 branches, BHC has been e11ective at mobilizing deposits
(C5.4 billion), although these are only'·38.3% 01 total liabilities.
Borrowings are utilized because deposits are insuf1icient to cover
BHC's loan port1olio and equity remains dangerously low. In fact,
because BHC's assets are not generating ,=,u11icient earnings, BHC has
been unable to bolster capital and reserves to anywhere near the
level necessary to cover potential write-011s. Without higher
deposit levels or strong earnings, BHC is caught in the cycle 01
borrowing to cover bad loans which do not generate earnings,
impeding BHC's ability to strengthen capital and maintain adequate
liquidity.

Total assets were C14.6 billion {US$83.() million) at year end 1987.
BHC reported a total loan port101io 01 C9.9 billion (US$56.5
million) in 1987, which was distributed among industrial enterprises
(36.3%), commercial activities (14.7%), mining (17.51.), real estate
(12.3%), agriculture (1.4%) and other sectors (17.81.).

SHC's limited exposure to agriculture is distributed primarily to
100d crop producers (64.2%). BHC had some loans outstanding to
1isheries and cocoa, with the rest 01 the agricultural port101io
presumed to be in agro-processing enterprises. Despite the limited
role SHC plays in agricultural lending, in the next 1ive-year period
(1988-1993), BHC will administer loans amounting to the cedi
equivalent 01 USS350,OOO to small-holder 1armers in the Northern
Region under an IFAD loan to the Government.

At year end 1987, BHC had C5.4 billion (USS30.7 million) in total
deposits, ranking it 1i1th in the banking system in this category.
While BHC's deposits do not provide su11icient liquidity, its
ability to attract the level 01 deposits it has with only 10
branches compares 1avorably to most banks, and is one 01 the 1ew
strengths demonstrated by BHC. It is assumed that many of these
deposits are 1rom Government institutions. BHC's deposits consisted
01 C2.8 billion (US$15.9 million) in current accounts (51.8%),
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C723.8 million (USS4.1 million) 13.4% in savings (13.4%) and Cl.9
billion (USSI0.7 million) in fixed deposits (34.9%). BHC's deposits
constitute about 6.7% of primary and secondary deposits~ although
BHC had only 3.0% of all bank branches. Of BHC's deposit5~ 92.5%
were generated in Greater Accra.

BHC's equity was reported to be C484.4 rnillion~ only 3.3% of total
assets and 4.9% of total loans. This represents one of the lowest
coverage ratios of loans in the banking systern~ and points to the
need for a major recapitalization and restructuring to shore up
confidence in its portfolio and liquidity •
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APPENDIX IV-l1

GHANA CO-OPERATIVE BANK

The demise of the Ghana Cooperative Bank (CB) is too long and
detailed to profile as we have the other banks. In brief, the CB
has long suffered from a high degree of mismanagement,
organizational weakness and staff incompetence. While there is
pressure to maintain and restructure this institution, there is also
a serious debate about whether CB can be revived again. This is the
third proposed restructuring of an institution long known for fraud,
weak internal controls, unclear loan procedures and policies, poor
and sometimes non-e~istent credit risk analysis, high overhead
(including personnel e~pense) relative to productivity and returns,
condescending attitudes towards those whom the institution is
designed to serve, perennial liquidity problems, an inability in
some cases to honor its obligations to depositors, and overstated
assets, profits and equity.

One of the unfortunate by-products of CB's inefficiency is the
failure to playa professional role as chief financier and advisor
to the cooperative movement in Ghana (see Section VI). While
cooperatives in Ghana have failed for many other reasons
(mismanagement, fraud, lack of business training, philosophical bias
against profit, etc.), a strong Cooperative Bank may have been able
to a~leviate some of those problems and playa constructive role in
cooperative enterprises.

t~hether the CD can be restructured into an efficient operation is
uncertain. While the current senior man~gement officials, above all
its Managing Director, are highly regarded in banking and
professional circles, the gross inefficiency of the vast majority of
personnel forces senior management into day-to-day tasks and away
from developing a longer-term strategy for a viable future. For the
Cooperative Bank to become viable, it will first have to be
rationalized such that its loan portfolio would shrink to virtually
zero in value. Even with recapitalization and a fresh start, the CB
would need to be conceived in a new light, with a complete
restructuring of operations, organization, staff training and
accountability that would take years. Even if all these changes
take place, the remaining question is whether the Cooperative Bank
can ever overcome the degree to which it has violated public trust
and undermined confidence in itself and the banking sector. An
answer to that question will also take years.
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v. THE RURAL BANKS

A. Introduction. Formation a~d Objectives: The concept of what
has evolved as the Rural Banks began around 1970 to introduce
banking services that were generally lacking in rural areas. The
idea was to establish financi?l institutions based on local
initiative to mobilize rural savings and extend credit to deserving
customers in the same area. The first Rural Bank was opened in
1976, but not until the mid 1980's was there any appreciable
expansion of the Rural Banlc system. Their focus was designed to be
on . rural development, with special emphasis on small-scale farmers,
entrepreneurs and merchants. To prevent the outflow of funds to
other parts of the country, the Rural Banks were structured as unit
banl.;s, designed to be locally m'llnE'd and managed, with supplemental
equity contributions, training and planning from the Banl( of Ghana.
The BOG's role would eventually be reduced to its proper supervisory
function once the Rural Banks were stable and viable. The unit
concept was adopted so that deposits mobilized by the community
would be recycled in credit form back into the community to priority
sectors (primarily agriculture and c6ttage industries) for the
promotion of job- and income-creating activities.

The Banl( of Ghana had tried to achieve these general objectives
with the formation of the Agricultural Development Bank in 1965.
Nevertheless, because of that bank"s more specialized focus, and
the high costs involved in setting up an extensive branch network
for a. development institution, the Bank of Ghana devised a more
localized approach to complement the efforts of the ADB towards
small-scale farmers. The Rural Banks were also intended to support
Government initiatives for agricultural cooperatives, although these
generally were unsuccessful due to mismanagement, misappropriation
of funds, lack of membership commitment and training or general
problems facing the agricultural sector (see Section VI).

.. ~.,
Several factors played a role in
banking system whose focus was geared
levels of production and distribution

developing an extensive unit
specifically to small-scale

in ,-ural a,-eas:

:. :.;
..""
'. j

, ;."

. r ':
".
t ';

i)

i i)

many small-scale farmers, particularly subsistence farmers.
have traditionally not held deposit accounts with banks due
to lack of resources, education and/or access, resulting in
an inability to obtain credit from formal financial
institutions;

the small-scale farmer's inability to access credit f,-om
banking institutions, and the general absence of viable
financial alternatives, has led the small-scale farmer to
moneylenders; moneylender interest rates hav& traditionally
been f a'- higher than banl( rates, and ,-epayment of ten
diminishes the farmer's resources (cash and/or produce) to
the point where capital investment in storage facilities,
better implements, improved seedlings, etc., becomes
difficult;
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iii)

iv)

v)

vi)

the inability of the small-scale farmer to generate surplus
cash from his output has encouraged the cycle of poor
agricultural development~ limited investment and increased
dependence on the moneylender, with many farmers simply
abandoning the land or cultivating less land~ leading to a
general decline in iood production;

the general degree of poverty affecting the small-scale
iarmer~ often SUbsisting with little or no surplus, means
less of a potential market for artisans and entrepreneurs
whose activities might promote the production and
distribution of inputs that could improve agricultural
productivity;

the overall stagnation of many of these areas~ with limited
economic activity aside from subsistence. limits the
formation of groups that could effectively store and market
an area s inputs and food products; and

without increased productivity and investment~ people leave
f 01- Lu-ban, areas se,'eking employment, ta~dng publ ic servic es,
reducing food production~ rendering existing (i.e., older)
farm labor more inefficient~ and driving up food costs.

; . .'
, .

,";j
: ~

. \

By devising a unit banking system to address these fundamental
problems, it "las believed that depo~.it mobilization would stimulate
economic production with attendant multiplier effects. With lower
interest rates charged on credit than those of moneylenders~ and
with interest paid on savings (in contrast to nominal lump sum
declines from the traditional ~susu», or savings associations), the
Bank of Ghana believed small-scale farmers, craftsmen and
entrepreneurs would have a financial incentive to place their
deposits with the Rural Banks.

The localized orientation inherent in a unit system would provide
safeguards against credit risk, as customers would be better known
and peer pressure likely to be effective with debt service. Greater
availability of funds would induce a spiral of higher levels of
financial intermediation, encouraging a freer flow of goods and
services that would reflect a more dynamic community development
process in the rural areas. In short, the Rural Banks were designed
to be the catalyst for capital formation in rural areas that would
lead to a more advanced level of production and consumption,
increasing jobs and income for its residents.

B.
Banl~

merits

;.-~~

i)
ii)

iii)
iv)
v)

Criteria for Establishing Rural Banks:
of Ghana established several criteria

of opening a Rural Bank:

community initiative;
economic activity;
demographic considerations;
infrastructural support; and
social factors.
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Before the Banl~ of Ghana sends a survey team to gather initial data
on an area's feasibility for a Rural Bank~ people from that area
need to organize themselves and apply. This is considered a sign of
the minimum degree of commitment required for the establishment of a
financial institution with long-term viability.

Once in the field~ the Bank of Ghana survey team assesses the
population of the town and area~ number of people older than 20 who
are likely to patronize the bank~ and the educational levels of the
community to ensure adequate personnel. Of paramount importance is
an area"s economic activity, although a case can be made that a
Rural Ban'~ is appropriate in virtually any non-city context where
ample competition would not exist. If a town or area is moderately
prosperous, its potential for deposit mobilization, capital support
and a high-quality loan portfolio is high. If a town or area is
poor, much of this may have to do with the absence of financial
institutions that promote capital formation and development. The
necessary infrastructure must be in place~ with particular focus on
buildings, roads, postal services, and police for security. Finally,
social factors such as anti-banJ~ing taboos are investigated to be
certain that the presence of a bank would not undermine the social
fabric of a community •

Assuming that all the criteria are satisfactorily met, the Bank of
Ghana will approve issuance of a license for the opening of a Rural
Bank in the area. As of mid-1988, there were 120 Rural Banks with
the following regional distribution: '

.. , I

· .

: :j.'
, .1

, ,

Region

Central
Eastern
Ashanti
Brong-Ahafo
"'Jestern
Volta
G,-eater Acc ra
Upper
Northern

Rural Banks

22
22
22
18
13
1:::.

6
.q

o

· ".· .

The Central Bank had approved 37 additional banks for opening,
conditionally approved seven, with 228 areas yet to be appraised.
As of 1986-1987, only ~7 requests had been denied, or 10% of total
applications. The Bank of Ghana estimates there will be 150 Rural
Banks open for business by 1990.

The most under-represented areas of the country, the Northern and
Upper Regions, have only four Rural Banks. Eight have been
approved for the Northern Region (where zero currently exist),
while two additional Rural Banks have been approved for the Upper
Regions. Lack of ability to collect adequate share capital has
delayed their openings. (The raising of share capital is often
delayed in the formation of Rural Banks, cooperatives, and other
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community-based enterprises as it is a new concept to Ghana. Here
the role of education and development of trust is crucial~ but due
to past and current misappropriation of funds, mobilizing share
capi tal is not an easy tasl!.).

C. Owner~hip: Once an area has received approval to open a Rural
Bank. the Bank of Ghana has stated it must raise a minimum of C1.5
million~ with an individual's share no larger than C25,OOO.
Ordinary voting shares are issued to local residents or people
originating" from the area despite currently living elsewhere. The
average value of shares at the end of 1987 for ordinary shareholders
wasCl~406~ although this does not take into account the book value
pe,- share of reserves. Each individual shareholder has one vote.

Preferred shares of C500~OOO (originally C125~OOO) are issued to the
Bank of Ghana. Thus~ the BOG holds up to 33.3% of share capital
from the outset, as its C500~OOO remains constant until eventually
phased out when the area's residents are trained and equipped to
assume full control. At start-up, where geographically feasible
(i.e. the southern part of the country), the BOG assumes a seat on
the Board of Directors, trains Rural BanI, personnel, and is supposed
to supervise, moni tor ~ and e;~amine the Rural BanI's as ~... i th the
primary and secondary banks.

Shareholders
other banl:s.

at Rural Banks serve the same function as those of the
These consist of the following:

")

'::'

i )

i i)

iii)

iv)

v)

electing or removing directors from the Board; this includes
increasing or decreasing the number of directors~ usually six
from the community and one from the BOG at start-up;

increasing or decreasing share capital;

amending its regulations;

adopting~ amending or repealing its bye-la~..s; and

disposing of assets and/or liquidating the institution
according to the laws of Ghana.

, .".
:- :::
{:;
:. ...

~..;

,.

The presence of the Bank of Ghana on the Board of Directors is
designed to establish a supervisory presence that is frequently in
touch with operations. Directors who are chosen by the shareholders
must be approved by the Bank of Ghana~ and any loans to directors
are supposed to be cleared by the Central BanI,. In recent months,
however~ violations of loan clearance and subsequent defaults by
directors have become public~ reflecting the need for more efficient
supervision of Rural Bank operations. This also demonstrates the
risk of cronyism and nepotism in the unit banking approach~ although
these problems occur elsewhere in the banking system.
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D. Management, Personnel and Compen~ation: Shareholders, via the
Board of Directors, are responsible for management and personnel
hiring, policy and performance. Managers are e)(pected to possess a
minimum of 10 years of banking experience, with a considerable
portion of ~hat at the managerial level. The Bank of Ghana is
responsible for clearing the manager, as well as providing training.
Subordinates (i.e., accountants, assistant accountants, project
officers, etc.) are also expected to satisfy specific educational
and experience requirements. At the end of 1987, the Rural Banks
had 1,173 employees, or about 10 people per branch.

Compensation for all personnel is expected to be lower than at the
commercial banks, at least until the institution is viable and can
afford to increase salaries and benefits. Changes in compensation
are at the discretion of the shareholders via the Board, although
the Bank of Ghrina is explicit about Rural Bank staff and directors
serving in a manner that is "public spirited".

In our surveys, several Rural Bank managers claimed that
insufficient compensation served as a disincentive for employees to
stay at the Rural Banks. More importa~tly, and partially resulting
from apparently unsatisfactory remuneration, all the managers
complained of the need to improve staff training (bookkeeping,
accounting, project analysis, etc.). Thus, it appears that many of
the Rural Banks have problems with staff turnover, and that levels
of staff training are inadequate to support an efficiently-managed
institution. This reinforces the cycle of low remuneration as the
Rural Ban'~s are not operated with enough surplus to increase
compen~ation to attract higher levels of talent. Inadequate
compensation also increases the temptation of managers and staff to
commit fraud, further undermining confidence in a banking system
beset by problems of mismanagement and abuse.

E. Credit Operations: Eligibility standards for credit from
Rural Banks have been set to focus on small-scale clienteles,
although exceptions can be made when essential or necessary services
to the community are at stake. Current practices do not place
maximum values on capital investment cited below in examples (ii)
and (iii). Original eligibility standards for loans from Rural
Banks were established as follows:

i) farmers with less than 50 acres under cultivation;

ii) operators of rural enterprises whose capital
plant and machinery had been less than
prices) ;

investment in
C1 00, O()(l ( 1976

: ..
. ..

iii) merchants whose capital investment had been
C100,000 (1976 prices); and

1ess than

,'t',.,

! .l
;' -..
,. '.~

iv) associations of small farmers, merchants, livestock and
poultry producers, and fishermen and fishpond owners.
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Group loans ~an be extended, with groups jointly and severally
liable. Our surveys indicate that most loans tend to be to
individuals. Some Rural Bank managers indi~ated that group lending
~~as an attra~tive alternativE' in the agricultural sector to reduce
loan losses and operating ~osts, although little has been done by
them to test this.

Given a mandated se~toral allocation of ~redit for agri~ulture of
Q5X, and due to its fo~us on the small-s~ale farmer, most Rural Bank
loans (in~luding non-performing ones) have been for farm expenses
(i.e., labor, harvesting, pro~essing, et~), input pur~hases, the
purchase of animals for breeding, and repairs or fees related to
improvements in equipment. Some loans are granted to farmers for
household needs, particularly for those with seasonal produ~tion

~y~les (i.e., tree crop producers), although most loans are reported
to be geared to food ~rop produ~tion. Collateral (life insuran~e,

mortgages, deeds, savings, guarantees,' et~.) is wel~omed by the
Rural Banks, but most small-s~ale farmers claim to have little in
assets that are ~onvertible to cash aside from their output,
~lothing and shelter. The banldng system in general is not leeen on
asset seizure as it is costly, of limited value, and negative for
their image. A~~ording to our surv~y~, the result is that fewer
loans are now (sin~e mid-1987) being issued to farmers, and those
issued are in smaller real amounts to lessen the impact of
non-performing loans em the Rural Banles' operations •

Other loans (i.e., ~ottage industries, transport and ~ommer~e) are
supposed to promote or support agri~ultural produ~tion. Thus,
~ottag~ industries may in~lude bla~ksmiths or me~hani~s who ~an

~ontribute to the farmer's ability to maintain tools, storage and
equipment. In reality, however, the majority of these loans are to
distilleries, soap manufa~turers, ~har~oal/firewood enterprises,
et~., and do little to promote agri~ultural development. Transport
and ~ommer~ial loans ~an lilcewise play an important role in the
supply of inputs and distribution of output. However, most of these
loans at-e not at all related to the supply of inputs or marlr:eting of
food that encourages in~remental local e~onomi~ a~tivity. Farmers
~omplain of low prices for their output, while traders and
transporters (who are often from urban areas) reap the profits by
selling lo~ally produ~ed goods in major urban markets without
reinvesting the funds in rural areas of produ~tion.

The following distributions have been established for the Rural
Banks by the BOG to ~ontinue their focus on short-term. small
s~ale loans. Whether the Rural Banlf,s are ~ontinuing to adhere to
these guidelines must be assessed on a unit basis. Parti~ularly

in light of the high rate of non-performan~e in the agri~ultural

se~tor, se~toral allocations are diffi~ult for the Rural Banks to
follm~:
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Sectoral Allocations

Agriculture
Cottage Industries
Othe,-s

Quantity Distribution

.q 57.
301.
257.

,.' ..
, '

(- 30,000 cedis 607.
30, 000 - 10(1,0(10 c edis 307.

) 100,000 cedis 101.

* a loan )400,000 cedis requires Bank 01 Ghana
approval

Duration

;0.:
. ':~ o

1.5
5

1.5 years
5 years

15 years

701.
201.
101.'; ,

• ,'I

Li

/ :1
,,'

~ .~.

Li'

'of....
1 t

While the Rural Banks in our survey claimed to be in compliance
with sectoral allocations, trends suggest that the cedi value 01
new loans being issued to agriculture is less than 451. 01 total
loans, and that the transport and trading sectors are receiving
about 35-40% 01 new loans. In 1act, the consolidated 1inancial
statem~nts 1rom June 1987 show aggregate non-compliance (see Annex
V-l). This suggests that the high risk 01 agricultural loans is
diminishing the supply 01 Rural Bank credit to this sector, and
that cottage industries are also being neglected. In other words,
aggregate Rural Bank lending is now increasingly directed away 1rom
local production and into distribution in major urban marl~ets. l>Ji th
the shi1t in emphasis, the lending activities 01 the Rural Banks are
rein10rcing trends that deviate 1rom the objectives the Rural Banl~s

were intended to promote.

F. Financial Per1ormance: The Rural BanJ~s, ~"ith their limited
number 01 units until the mid-198(I's, are small within the context
01 the 10rmal 1inancial sector (discussed in Section IV). The Rural
Banks have shown initial signs 01 success, signi1icantly increasing
the number 01 their account holders, loans ~nd deposits each year,
and being e11ective at savings mobilization (6.81. 01 total 10rmal
sector savings in 1987).

Nevertheless, the Rural Banlcs 1ace problems endemic to the banking
system, and have generally not yet had the time to develop into
e11ective agents 01 rural development. Rural Ban'~ deposits are
still less than 31. 01 total 10rmal 1inancial sector deposits. A weak
loan port1olio (2.11. 01 total 10rmal sector loans), driven largely
by non-per1orming agricultural loans, has undermined earnings and
capital. Average equity/loans was 2(1.41. at year-end 1987, probably
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below the capital and reserves required to cover loan write-offs.
Under such circumstances, the possibility remains that many Rural
Bani'. units' bad assets may lead to a run on deposits, undermining
liquidity and leading to insolvency •

.
It is noteworthy that of the 120 Rural Banks established since 1976,
the Bank of Ghana retains equity in all 120 of them to instil
confidence and provide the Rural Banks with capital support. One
official estimates that 15% of the Rural Banks are very sound, 20%
fairly strong, and the remainder either troubled or struggling. It
is also noteworthy that the Banle of Ghana increased the cedi value
of its preference shares in new Rural Banks in 1986, from C125,000
to C500,000, reflecting the devaluation of the cedi and the need for
increased capital and reserves from local residents from the outset.
The Bank of Ghana has reduced its maximum equity share from 50% to
331.~ hoping to encourage greater local initiative and managerial
responsibility.

Following is a brief discussion of the consolidated December 1987
Rural Bank balance sheet. An aggregate balance sheet from 1983-1987
is found in Annex V-2, while a composite view of leading Rural Bank
indicators is featured in Annex Y-3.

i) Deposits: At year end 1987, the Rural Banks had total
deposits of C2.2 billion, or 2.75% of formal financial sector
deposits. Of the Rural Banks' deposits, 75.6% of these were
in savings accounts and 24.41. were in current accounts. The
distribution of deposits approximated the distribution of
accounts, with 79.11. of total accounts in savings and 20.91.
in current accounts. One area of success has been in the
number of account holders, rising from 164,000 (savings and
current) in 1983 to 553,000 at the end of 1987. Thus~

accounts increased 2.4 times with a .95 times increase in
Rural Banks. The Rural Banks did not report any fixed/time
deposits, and given their clientele's lack of familiarity
with these instruments and the higher costs involved to the
banks, it is unlikely that the Rural Banks have engaged in
marketing these instruments.

Total deposits per region were almost 1001. positively
correlated with the number of Rural Banks in each region. The
one exception is the performance of the Rural Banks in
Brong-Ahafo, whose deposits lag those of the Western and
Yolta Regions despite having more Rural Banks. This is due
to most of the Rural Banks in Brong-Ahafo being new, and the
degree of established secondary (particularly the ADB) bank
activity in the region. The following chart highlights the
regional distribution of Rural Banl(s and deposits relative to
total deposits in the Rural Bank system as at the end of
1987:
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Deposits Regional Deposits/
Rural I. (millions Total RB Deposits

Region BanJes Total RB's of c:edis) (~~ )
------ ----- ---------- --------- ------------------

Central 22 18.8 492 ..,.., ,.
...............1

Eastern 22 18.8 470 21.3
Ashanti 21 18.0 345 15.7
t~estern 13 11.1 335 15.2
Volta 12 10.3 251 11.4
Et-ong-Ahafo 17 14. ~, 141 6.4
Gr-ea ter Ac:c:r-a 6 5.1 115 5.2
Upper 4 3.4 ~13 2.4

----- ----- -----

Total 117 100.0 2,203 100.0

Thus, on a c:omparati ve di str ibution basis of Rura 1 Banl,;s
and deposits, the strongest performers are in the Central,
Eastern and Western Regions, while Brong-Ahafo and Ashanti
show' the weakest performHnc:e. Brong-Ahafo, for the reasons
mentioned above, has not yet be~n effec:tive at attrac:ting
deposits and ac:c:ount holders.

On a per branc:h basis, the distribution of regional
performanc:e c:hanges in favor of the five regions along the
c:oast. As the earliest Rural Banks were generally established
on the coast with ac:tive fishing markets, this suggests there
may be positive c:orrelation between regional Rural Bank
efficiency and both steady c:ash flow (fishermen) and the
greater number of years having been in operation.
Nevertheless, this would have to be analyzed on a unit basis
as sever-al Rural Bailies in non-c:oastal regions ar-e
well-managed and suc:c:essful while other Rural Banks in the
c:oastal regions have not been suc:c:essful. It also does not
appear that primary and sec:ondary bank competition nullifies
a Rural Bank's c:hanc:es for suc:c:ess, as several along the
c:oast are c:ompeting with the commercial banks. Following is
a breakdown of regional branch efficiency in attracting
deposits:

~ .~;..
: ,I'

". ~

, .

Region

Ides ter-n
Central
Eastern
Volta
Grea ter Accr-a
Ashanti
Upper
Sr-ong-Aha fo

Average Branch
Deposits

(millions of cedis)

25.8
22.4
21.4
20.9
19.2
16.4
13.3



On an aggregate basis, average deposits per Rural Bank were
C18.8 million at year end 1987, compared to C236.5 million
for the primary and secondary banks. Even when compared to
the Agricultural Development Ban'~, which averages C56.6
mi 11 ic'n in deposi ts pET branch, the Rural Ban'~s are small.
Their size reflects the limited resources of their clientele,
the short period of time in which most Rural Banks have been
established, rural as opposed to urban locations, and
difficulty in promoting capital formation to the degree
necessary to induce more dynamic levels of economic
development. With limited capital, the Rural Banks depend on
deposits for 62.3% of their total funding (compared to 46.3%
for the primary and secondary banks). As such, the Rural
Banks are channeling their loans to enterprises and sectors
that have a higher probability of generating quic', profits
(i.e., trading), diverting funds from investments in an
area's productive capacity or efficiency. To do otherwise at
this point would be to risk depositors' confidence, which
would undermine th~ institution itself, and reduce
profitability.

. "

To highlight the limited
clientele, the following
account holders and average
Banks at year end 1987:

resources of the Rural Bank's
charts illustrate the number 01
amounts deposited with the Rural
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Savings Accounts

Savings
No. of (millions Avg. Savings/

Region Accounts of cedis) Account
------ -------- ---------- -------------

Cent,-al 107,,871 7,72.1 3,583
Eastern lOS, 2~17 355.3 3,282
Ashanti 84,055 276.6 3,290
Nestern 52,716 2~t2. ::. 4,791
Volta 41,9()2 191.4 4,568
Brong-Ahafo :::.0,115 108.S 3,612
Greater Accra 10,945 71.6 6,546
Upper 6,(162 :::.6.S 6,069

------- ------- -----
Total/Avg. 4:::.7,923 1,665.2 3,802
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Current Accounts

Deposits
No. oi (millions Avg. Deposits/

Region Accounts oi cedis) Account
------ -------- ---------- --------------

Central 26,685 119.5 4,478
Eastern 26,829 114.9 4,281
hfeste,-n r::.,519 82.1 6,070
Ashanti 14,716 68.8 4,672
Volta 14,389 60.0 4,168
Greater Accra ~t, 722 4:::•• 8 7,663
Brong-Ahaio 9,960 32.0 3,211
Uppe,- ::.,7":$2 16.6 4,444

------- ----- -----

Total/Avg. 115,552 537.6 4,652

The charts provide several points oi interest in assessinq
the Rural Banlf.s' clientele, as well as regional trends among
the Rural Banks. Concerning savings, the average amount held
at year end was C3,802, probably comparable to an
individual's one-tt-'/o mr..nth~. savings in many "!'::.U5U"
associations in both rural and urban areas (see Section
VIII). It is possible that some oi the Rural Banks' savings
account customers also participate in "susu" ii they do not
travel irequently to the town in which the Rural Bank is

.located. It is also possible that the average savings
account is lower at year end due to withdrawals ior Christmas
purchases. (t-lost Rural Banlf,s lend heavily in February/f'larch
for land clearance, planting and maintenance for food crops
and cocoa. Cash comes in during July/August with the food
crop and cocoa harvests and the peak iishing season) •
Regardless oi whether the average savings account holder has
additional iinancial resources that could be placed in these
accounts, the iact is that the average account is small. The
Rural Banks have demonstrated success in attracting these
deposits, although the Rural Banks will need to generate a
far higher volume oi accounts if they are going to achieve a
sizeable portion oi national deposits.

The total savings distribution, like deposits in general, is
comparable to the distribution of Rural Banks e~cept in the
case of Brong-Ahaio. Perhaps most surprising is the average
savings account in the Upper Regions (C6,069), second only to
Greater Accra (Cb,54b), and nearly 60% above the average
Rura! Banlf, savings account. This suggests that the Upper
Regions, despite their tra~sportation and weather problems,
may in iact have money outside the iormal sector that it
would like to place with a bank. These iour banks, located in
Bes!,::.f a (Upper Ea!'::.t), !<a!'::.ena Nanlr.an (Upper East), Nandom
(Upper West) and Sonzele (Upper West), are all distant irom
Tamale. With little incentive for the primary and secondary
banks to broaden their networks in the Upper and Northern
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Regions, it is possible that the Rural Banks
gap even more effectively than in other regions
lack of competition. Establishing links with
would support this effort (see Section VII).

can fill this
due to the

credit unions

"

i.·.:'
, "

" ,

'~' .:
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, .
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ii)

iii)

Perhaps the most revealing statistics concerning current
accounts are in relation to savings accounts. Average
deposits were C4,652, larger than average savings and about
25% of the estimated C15~()()()-C2(),O()O range of the average
size of small-scale farmer loans in 1987. However, because
total demand deposits were only 24.4% of total deposits, the
Rural Banl,;s have not been successful at mobilizing "free"
deposits to reduce their costs of capital. To compensate,
most Rural Banks pay interest rates on savings well below
(i.e., 16.5%) the nominal primary and secondary bank.rates.
Further, like the other banks, the effective savings rate is
well below the stated rate as payment is usually made every
six months on the lowest balance during that period. In some
cases, the Rural Banks take longer to pay interest, or forego
payment unless a customer complains. This, too, happens with
the other banks. As long as current accounts remain a small
percentage of total deposits, it is likely that the Rural
Banks' net interest margins will continue to be pressured,
due primarily to a large number of non-performing loans, but
also because of their high proportion of saving accounts.

Other Liabilities: Non-deposit liabilities were C1.1
billion, or 33.3% of total liabilities. These generally
consisted of borrowings from correspondent banlcs that relate
to inter-bank clearing purposes. The Rural Banks have no
liabilities to other banks except for check clearing
purposes. This, in fact, is partially because the primary
and secondary banks look at the Rural Banks as competition.

Equity: Capital and reserves were C236 million at year end
1987. Share ,capital consisted of C78 million held by
ordinary shareholders (C1,406 on average), and C17.5 million
in preference shares to the Bank of Ghana. Reserves were C141
million. One source of confidence in the Rural Banks is that
its reserves are not overstated. Unlike most banks, the
Rural Banks report and retain income on a cash basis, not
accr-ual.

Stated capital and reserves were 20.4% of total loans. As
most Rural Bank managers surveyed estimated that 50% of
agricultural loans were non-recoverable, it is probable that
most Rural Banks are inadequately capitalized. These
problems are lilcely to be most sericlus in the Upper, t'llestern
and Volta Regions, although capital adequacy obviously
depends on asset quality. The following chart highlights
regional equity/loan ratios among the Rural Banks at year end
1987:
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Region

Eastern
Brong-Aha10
Central
Greater Accra
A~hanti

Volta
Western
Upper

Equity/loans (%)

30.7

21.8
19.4
18.0
17.7
15.5
11.4

I·.·~

.. ~:
:. ~

The equity/loan ratios in many ways are comparable to those
01 the primary and some secondary banks. However~ because
the Rural Banks have been required to maintain higher
proportional allocations in risky sectors, their equity/loan
ratios should be higher. Nevertheless, one major di11erence
between the Rural Banks and other banks is the 1ormer's cash
accounting 01 income. As such, retained earnings are
retained on a cash basis, and there10re constitute real
equity. This cannot be said 10r most 01 the other banks.
Thus~ it is conceivable that most Rural Banks are, in 1act,
bette~ capitalized than most 01 its competitors.

The unit system was supposed to be a sa1eguard 10r high
quality loans, but Rural Bank managers surveyed indicated
that loan recovery was a major problem. As such, it is very
probable that, lilce most 01 the rest 01 the 10rmal 1inancial
sector~ most 01 the Rural Banks are undercapitalized.

iv) 'Loans: At year end 1987, the Rural Banks had C1.2 billion in
loans, or 2.1% 01 total loans outstanding 1rom the 10rmal
financial sector. Loans were only 52.5% 01 deposits,
suggesting that the Rural Banks had adequate liquidity
(discussed below). Average loan size in mid-1987 was
C28,387, with the largest average sectoral loan (C138,157) to
transport and the smallest average sectoral loan (C17,703) to
agriculture.

While we do not have sectoral allocations 10r year end 1987,
we do have these distributions 10r the previous two 1iscal
years ending June 30, 1986 and 1987. The 10110wing chart
highlights loan distribution trends that our surveys suggest
have intensi1ied a1ter June 30, 1987:

. o.
; ,~

::-.':

Sector

Agriculture
Cottage Industry
Transport
Trading
Other

June 1986 (I.)

43.6
7.8

12.8
24.8
11.0

June 1987(1.)

41.0
b.O

11.8
26.8
14.4

-,
The chart shows
loans away 1rom the

that the
riskiest

Rural Banks are diverting th~ir

sectors, primarily loans to
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food crop farmers, and channeling them to traders and other
unclassified (i.e., school fees, funerals, weddings, etc.,)
areas. Even more revealing is the inactivity of cottage
industries, which are supposed to constitute 30% of total
loans~ These declined from 7.8% to 6.0% over a period in
which the sectoral allocation was increased from 20% to 30%.
Most Rural Bank managers claimed that their agricultural
loans to small-scale farmers were used for other purposes,
namely trading. Considering that trading and transport are
supposed to constitute no more than 25% of total loans (down
from the original 30%), their 38.6% proportion was
"e;·(cessive" and nearly equalled agriculture. Given that many
agricultural loans are used for commerce, there is a good
chance that a large portion of the cedi value of Rural Bank
loans is used' for distribution and consumption and that a
diminishing portion of loans is actually used for production
purposes. This seems to indicate that, in an effort to
remain solvent, meet higher costs and increase profitability,
the Rural Banks have had to deviate from their original
objectives of promoting small~scale agriculture and allied
industries/enterprises. It also demonstrates how ineffective
sectoral guidelines have been with regard to risk management.

These trends are consistent with the banking sector in
general. Formal sector loan recovery from small-scale
farmers has been low, with most Rural Banks claiming that
little more than 50% of agricultural loans are recoverable.
In one case, the rate was estimated at 15%. At another Rural
Bank, no agricultural loans were issued in 1987 due to
problems with repayments. While Rural Bank managers cite
weather as a problem, the following were also cited as
reasons why small-scale farmers do not repay their loans:

a. fanners are
leading to
repayments;

expanding too fast and beyond their means,
insufficient cash flow for short-term loan

.. ;

b.

c •

d.

farmers divert their loans for trading, family and
consumption purposes, often wasting the money without
producing goods that could be used to repay their
loans:

banks are unable to provide adequate amounts of loans
because of the number of outstanding loans that are not
being serviced or repaid;

farmers sometimes ask for loans too late in the
production cycle, leading to lower productivity;

cd the
bumper

e. fanners
~~eathe,- ;
hat-vests

have marlr;eting probl ems ,-ega,-d 1ess
drought wipes out their crops, while

reduce prices and limit farmer returns;

farmers often lack pesticides for spraying,
crops suffer from plant diseases;
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g. "f armel-S are sCtfnetimes unrel i abl e, taldng advantage o"f
what they perceive as free money; only when pursued do
they repay their loans; and

h. some "farmers are poor "financial planners; at one Rural
Bank, the manager claimed that o"f C60 million paid
through cocoa checks, zero was retained on account.

, .

Curiously, none o"f the Rural Bank managers cited moneylenders
as a reason why farmers did not repay the Rural Banks.
Perhaps this was implicit when managers claimed some "farmers
si~ply did not have the cash (i.e., after repaying
moneylenders). However, most Rural Bank managers claimed
that moneylenders meet about 201. of small-scale farmer
financing needs, and that most moneylenders gear their loans
towards trading and "fisheries (with their steady cash
streams). The Rural Banks tend to blame weather, poor
judgment and dishonest character as the main reasons why
loans are not repaid by farmers.

To improve on loan collection, the Rural Banks appear to be
more willing to use harsh measures to retrieve their loans.
The Rural Banks generally visit th~ borrowers and send up to
three reminders o"f a loan's due date. In some cases, these
notices are sent be"fore maturity. However, once these
measures have been exhausted, most of the managers claimed to
use the militia, CDR's, and courts to e"ffect loan repayment.
Not once was the influence o"f the village chief mentioned,
although it is hard to believe this avenue is not taken. !t
is difficult t03!:.certain holo"' ef"fective these measures have
been given the large percentage of non-per"forming loans on
the books. It is also uncertain what the net impact of these
measures has been on deposit mobilization, as many potential
depositors interested in obtaining credit might stay away to
avoid complications with law enforcement agencies.

The impression "from our surveys, however, was that legal
action is used as a last resort, and that it has not been
resorted to on a frequent basis. In some cases, the Rural
Banks reschedule. !n other cases, the managers stated
explicitly that they do not wish to use law enforcement
measures, and instead try rnoralsuasion and education to
induce repayment. This is consistent with their emphasis on
serving the community by emphasizing local attachments and
improved service levels.

The end result in many cases, however, has been a weak loan
port101io that has led to weak earnings. By adhering to
strict sectoral allocations and lacleing adequately trained
sta'ffand logistic.al =,uppetrt, the Rural Banles have evolved
into institutions that are now primarily financing commercial
and trading activities, effectively diverting funds away from
production enterprises in the local area. Strengthening
guarantees, abolishing sectoral allocations, encouraging
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closer monitoring standards~ improving staff skill levels in
determining creditworthiness~ adding vehicles~ developing
in-kind and group credit schemes and financing local
marketing efforts can all contribute to better performance of
Rural _Bank loan portfolios. However~ in the interim~ most
Rural Banks will continue to be plagued by a generally weak
loan portfolio~ similar to most of the other banks.

v) Liquidity: The Rural Banks appeared to have adequate
liquidity to meet short-term obligations at year end 1987~

and this has been true throughout the 1980's. Savings
deposits tend to show little turnover~ constituting a
relatively stable source of funding. This was the largest
liability the Rural Banks had. The Rural Banks had about C1.6
billion in liabilities that may have been of a short-term
nature. Chief among these were "other" liabilities (owed to
Bank of Ghana~ correspondent banks~ other creditors)~ current
accounts and balances due to other banks.

To cover these liabilities, the Rural Banks had Cl.6 billion
in the form of cash, securities, balances with the Bank 01
Ghana and balances due from other banks. This appeared to be
satisfactory in light of a relatively stable aggregate
deposit base.

The Bank 01 Ghana required primary reserves of 10.0% of
current and savings accounts, and secondary reserves of 20.0%
oi total deposits. This amounted to C553 million. The Rural
Banks had cash alone of C607 ~illion~ plus reserves at the

'Bank of Ghana of C352 million. Thus~ primary reserves were
43.6% of deposits and secondary reserves were 67.6% of
deposits. By all measures~ liquidity did not appear to be a
problem at the end of 1987~ or at any time in the 1980's on
an aggregate basis.

In this category~ the Bank of Ghana has been very effective
in monitoring Rural Bank liquidity. The intention of the
Bank of Ghana is to create an effective inter-Rural Bank
system of intermediation such that Rural Banks with excess
liquidity can lend to their illiquid counterparts at marlcet
rates. To date, the system appears to work well, and this
should become increasingly so with the opening of more Rural
Banks.

G. Summary: As with the rest of the formal financial sector.
the Rural Banks are generally faced with problems of loan quality,
capital adequacy~ staff efficiency and transactions costs to most
rural people. Because of problems with loan quality in sectors to
which the Rural Banks are supposed to give priority attention
(agriculture and cottage industri~s)~ current lending trends are
away from these areas in favor of trading. In some cases, this
means diversion of surpluses from the Rural Bank's area to other
regions, usually urban centers. This, in fact, undermines the
central objective of each Rural Banl(: to raise levels of financial
intermediation on a cou@unity-based level so that deposits are
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recycled back into the area in credit form to promote economic
development.

Nevertheless, the Rural Banks have made great progress in the
short ti~e they have been operating, particularly in the field of
savings mobilization. As unit banks that are community-based, and
with the Bank of Ghana eager to establish more Rural Banks, they
should become an effective institution in rural finance.

Approximately one in three Rural Banks is considered to be stable~

well managed, and with a financial condition that indicates long
term viability and competitiveness. In many cases, primarily
along the coast with active fishing communities, the Rural Banks
are competing effectively with primary and secondary banks. Thus,
it appears that Rural Banks can make a formidable contribution to
rural development.

There are problems the Rural Banks face, however. Some communities
lack sufficient initiative, management, skilled personnel and/or
economic activity to make a Rural Bank viable. In other cases, the
Rural Banks are faced with the dilemma .of choosing between their
intended community-based developmen~·· objectives, and their
obligations to depositors and shareholders to seek profitable
investment opportunities to preserve liquidity and capital, even if
that means failing to recycle funds in the community. Ultimately~

the Rural Banks will have to improve in-house training, raise
service levels, and resolve the conflict they curr~ntly encounter as
to their ~unit" structure and funds flows out of their targeted
areas. Nevertheless, they serve as a community-based formal
institution with far less overhead than the rest of the banks. With
demonstrated examples of success, they should be able to function
well once skill levels are improved. Particularly in areas where
there is no competition, the Rural Sanies may have a very positive
future.
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. RURAL BANKS - SECTOH~l ALLOCATION OF lDfl~~

30 JUNE 1986

Annex V-1

30 JUNE 1987

SECTOR A!!!lUHT :EEH£FICIARIES : I DISTRI~JTIUH : ~~OU~T :BEktFICIARIES: I DISTRIBUTION

c,
'.' ..

- ,..

:~ .:

r :
~ ..;

; .;. ;

A. Agriculture
il Cocoa Rehabilitation

ii) Food Creps
iii) LivEstod
i'il Fishing
v) Inputs

Sub-Total

B. Cottage Industry
a) Lecal Distilleries
hI Soap Manufacturing
cl Kenkey &Allied Feod
0) Charcoal/Firewood
e} Other:,

Sub-Total

C. Transport

D. Trading

E. Others (Unclassified)

Brand Total

Numher Reporting

Number in Operation

C
8,797,514

~!3, 221,168
8,355,510

10,m,,20Z
4,739,901

85,239,295

2,793,995
9~IO ,396
197,433
300,519

11,035,331

15,257,l:79

25,lOS,902

48,454,065

21,392,368

: 195,452,310

83

106

569 4.5 29,985, ~!27 1,835 6.1
5,149 27.2 7b,967,334 5,227 20.8

159 4.3 15,068,963 1,101 4.1
463 " , 12,031,638 150 3.2J ••

74 2.4 17,710,301 2110 4.8

6,414 43.6 ,', 151,763,963 B,S73 41.0

65 1.4 3,%0,260 88 O.B
25 0.5 1,551,439 'l~ 0.4d

8 0.1 1,119,802 32 0.3
9 0.2 1,092,939 24 0.1

145 5.6 15,391,787 190 4.2

252 7.e 22,216,2-47 361 6.0

240 12.8 43,519,::190 ~IC; 11.8. ,).1tI

1,377 24.8 91,051,290 1,197 26.8

1,167 11.0 53,497,741 2,593 14.4

9,-450 100.0 370,O-4B,831 13,036 100.0

90

110

."... ::
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ASSETS:
Cash en Hand
B~lar:ces wiS. of Ghana
B~l. dUE by Othar Banks
GovErr:~ent S~curities

loons &Advan:es
Other Assets

Total

LIliBllITIES:
Bal. due to Dther Ba~ks

Depo:.i ts
Ot~er Lia~ilities

Total

Capital and ResErves

Ann!!x V-2

RURRL BANKS EALAMCE SHEET :1'183 - 19B7

Fisral Year Ending June 30
------------------------------------- Det!!i!ber
1983 1984 19B5 1986 1987 1'187

---------

~. 45 65 110 177 607~b

97 86 83 154 259 352
12 12 16 "', 93 101","

10(1 154 224 346 519 529
319 ~:OB 552 686 1,002 1,156

73 114 20b 299 447 791

/:37 919 1,1Sl 1,627 2,497 3,537

4 12 " 44 34 "','"'"'" .),",

484 6ae 842 1,184 1,869 ' 'iYC:",6.v1J

o~ 110 14i 234 384 "''''Iu,) II.

S71 810 1,011 1,462 2,287 3,301

66 1(:9 140 16:, 210 236
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COMPOSITE VIEW OF EHAHA'S RURAL BANKS: 1987

Annex V-3

· ..!

· .!

· i

· i

Total Total Equityl Depositsl Depositsl
Region Branches loans Assets Deposits liabilities Equity loans loans Total liabilities

-------- -------- ----------- -------- -----------------

Central '1'1 257 782 492 726 56 21.81. 191i: 67.8%... .i..

Ea;tern '1'1 166 829 470 778 51 30. T!. 'jQ~1I 60.4'1..i. .. .i.wJ4

"h t' 21 172 572 345 541 31 18.07- 20n 63.81.MS, an 1

Brcng-Ahafo 17 97 262 141 240 22 22.7j; 1457- 58.81.
W'2slern 1" 206 511 135 479 32 15.57. 11:3i. 69.9%.~

~o!ta 12 164 356 151 327 29 17.7'1. 1541. 76.8,
Greater Ac':ra 6 72 154 115 140 14 19.4~~ 1601. 82.17.
Upper 4 '1'1 70 53 6B '1 .. 11.4% 2411. n.n...... ....,,1
tbrtherr. 0 0 (I 0 0 0 ILA. ItA. N.A.

Total 117 1,156 3,537 2,203 3,301 236.5 20.4% 1911 66.7%
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VI. CO-OPERATIVES IN GHANA

A. Introduction: Co-op~ratives have generally been viewed as a
potential means of achi~ving rural d~velopment, ~specially in Third
World countries. Co-operativ~s are useful as a vehicle of change in
developing countri~s du~ to th~ir potential for pooling resources,
facilitating transport and d~liv~ry of goods and services,
increasing purchasing and borrowing power and providing loosely
grouped people with organization.

The Ghana CD-operative movement had its origin 1n 1928 by the th~n

Department of Agriculture to secure improvem~nts in the quality of
cocoa meant for ~xport. The success of this venture encouraged the
Director of Agriculture to consider establishment of more permanent
institutions, giving birth to the Co-operative movement. As a matter
of course the early co-operatives were founded in cocoa-growing
areas.

Today~ there are 10,148 registered cooperatives (see Annex VI-I) in
Ghana, although most are not functioning" and few Can be considered
successful. These cooperatives are found in all 10 regions. Because
so few are functioning, it is difficult to determine the number of
people affected. While beset by problems of mismanagement, the
Cooperative movement offers a potential vehicle through which to
provide services to small-scale farmers, including credit.

B. Structure of the Co-operative Movement: The structure of
the Co-ope,-ative movement starts with the society as the basic unit~

and all other co-operative organizations are organized to help the
societies with their worlf.. The various co-operative organizations
are described below, and illustrated in the Co-operative movement's
organizational chart (see Annex V]-2):

" ;

. )
1 , The Society: The basic unit of the Co-operative movement is

the primary society. The society has a definite internal
structure which makes it possible to function as an economic
unit. The supreme decision-making body of the primary
society is the assembly of its members in general meetings.
Each registered society is expected to hold its general
meeting at least once every year, and it is this annual
general meeting which decides on all constitutional matters,
receives the Secretary's report, discusses the annual returns
and accounts present~d by the Treasurer and lays down broad
business policy. There is one vote for each member
irrespective of his share-holding, and each member must
attend in person as proxy voting is not allowed. The society
may hold any number of special general meetings during the
year, as and when the need arises, to discuss specific issues
affecting the op~rations of the society. The functions of
the society are performed as set forth in the society's
bye-laws.
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Since the general meeting is held only once a year, a
Management Committee or Board of Directors is elected from
among the members in a general meeting, to be responsible for
the daily operations of the society. It is the day-to-day
decision-making body and is responsible for the
administration of the society.

ii) The Union: Societies engaged in a particular sphere of
economic activity (i.e., maize growers, poultry farmers)
and operating in a particular locality may come together at
the district or regic1nal level to form a secondary society
or union. The membership of the Management Committee 01
the union is composed of representatives elected by the
component societies. Th~ union provides a forum for the
discussion of problems affecting the operating focus of its
members in its particular district or region.

,
I

. "

" ;.. ~

, "

"
; :~.

iii)

iv)

The Association: The Association is a national group to
which unions may belong (i~e., the Ghana Co-operative Live
stock Farmers Association Limited, the Ghana Federation of
Agricultural Co-operative, etc.). The regional unions
elect representatives, usually 1fom among their committees,
to serve on the national apex body or association. Each
co-operative can therefore be said to have potential for
vertical integration, but this has only been achieved in a
few instances, such as with distillers' cooperatives (see
Anne':" \/1-2).

The Ghana Co-operative Council: The Co-operative Council
is the national body of the Co-operative movement, composed
of 15 national co-operative associations and three central
societies. The central societies gain direct affiliation
to the Council because they have no apex bodies. The three
central bodies are:

a. The National Cooperative Wholesale Unit Ltd.;
b. The Ghana Cooperative Bank; and
c. The Ghana Hutual ln~,urance Society Ltd.

The various vertically-integrated associations achieve
horizontal integration through affiliation to the Ghana
Co-operative Council, which is the official mouthpiece of the
Co-operative movement, representing it bottl locally and
internationally. The objectives of the Ghana Co-operative
Council are:

. .".... a • to promote the principles of Co-operation in Ghana;

and collate
or of interest
mernbe'l- s hi p;

, ,
, .,

,,
. ~i

~ ..

" .: ,

b.

c.

to encourage the
enterprises and assist

to colI ec t
I-elating
and their

development of co-operative
in their organisation;

information and statistics
to co-operative societies
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d. to undertake research services for
societies;

co-operative

. ,
'.,

.;;;
, .,
~._ • I
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v)

e. to disseminate co-operative information gathered
from reports~ publications~ seminars~ workshops and
audio-visual aids; and

f. to act as the mouthpiece of the Ghana Co-operative
Movement on such international bodies as the
lnternational Co-operative Alliance.

DuE' to financial constraints and lack of satisfactorily
trained personnel~ the Council has had to limit itself to the
performancE' of only the last named function. ln some cases~

such as the Ghana Cooperative Credit Union Association (see
Section Vll), the association has fulfilled a role for its
members similar to that designed for the Council. However~

here too~ financial constraints and poor training have led to
inadequate support for and dues from chapter members.

In the past~ the Council ~as funded through affiliation fees~

grants from the Government~ the Co-operative Bank and foreign
donations. Responsibility for financing th~ Council has
currently come to rest solely on the Government due to
financial constraints faced by these organisations. ldeally~

the bulk of the CCluncil's funds should be derived from
affiliation fees but this is not the case as the affiliates
themselves have weak financial positions and do not believe
they are receiving adequate services for their contributions.
For example~ the balance sheet for 1982/83 shows C15~100 as
the amount collected from affiliates as against a Government
grant of C40~OOO. In the 1986 provisional estimates, the
Council was provided with a C43,OOO grant from the
Government. The Department of Co-operatives does not have
current records of affiliation fees. These are thought to be
minimal~ as members do not believe they have received
sufficient services to merit payment of affiliation fees~ and
inadequate for any meaningful operations of the Council.

Coupled with insufficient management skills~ lack of funding
and training keep the Council ineffective. Most co-operative
members are rural and uneducated~ laclcing in management and
bool~ leeeping sir: ill s. The CCluncill ac les the resources and
personnel to address this situation •

The Department of Co~operatives: The Department is the
Government agency responsible for implementation of
Government policy on co-operatives. It is headed by a
Registrar of Co-operative Societies who has a number of
supporting staff to help him carry out his statutory
functions of registration, audit~ inspection and supervision.

· ;
· ;
'.

,
· ~ ..

The Department~ however,
who went overseas for
other organizations due
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wage/benefit incentives.
possess satisfactory s.l~ills

responsibilities.
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of the current staff do not
carry out their statutory
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Until· the eiu-Iy 1980':::., the Co-c1pel-ative College offel-ed an
initial eighteen-month training programme for staff of the
Department, followed by another six months of training (see
Anne~ VI-3 for the curriculum at the Cooperative College). In
recent times, however, the College has not been able to offer
these training programmes due to financial constraints. The
Ghana Cooperative College should be able to provide training,
guidance and other assistance to cooperatives, but it is
constrained by a lack of funds and facilities. At present
the Cooperative College is housed in part of a Kumasi shoe
factory in an atmosphere not 'conducive to learning. Lodging,
catering and other facilities do not exist. The library is
poorly equipped, and teaching aids are non-existent. The
teaching staffs are not adequately trained for their tasks.
The colle'ge has acquired a s.ite for permanent buildings, but
the project has not proceeded due to lack of funds. As a
result, the college is only able .. to offer threE'-month courses
for the secretaries of coopeiative societies. This is
inadequate for the management skills necessary to be
transferred for successful management of cooperatives.
Because members cannot always afford to spend three months
away from their livelihoods, coming to Kumasi for study is
not always desirable. Decentralized facilities would help
solve this problem, and allow for more direct contact near

. the point of production and/or distribution.

The accounting system used internally by the cooperative
societies is not focussed on generating management
information for decision-making and control of cooperative
operations. This is because all cooperative societies use
the Annual Return Format designed for the Registrar of
Cooperatives. This form is adequate for returns to the
Registrar of CooperativE'S, but in as much as it does not
include variance analysis and cash flow statements, it is
inadequate for performancE' reviews and as a planning base for
future cooperative operations.

The above problems of society-level training in business
and accounting are aggravated by the inability of qualified
boold~eepel-s and accounting pel-sonnel to prepal-e the books
for the various cooperative societies. The problem is
reinforced due to the lack of skilled audit personnel with
the Department of Cooperatives to monitor and audit the
various cooperativE'S. This has often led to a spiral of
mismanagement and fraud within the cooperativE'S.
Misappropriation of funds became a common practice, resulting
in the collapse of many cooperatives. In many cases,
literate Executive Committee members misused cooperative
funds, taking advantage of illiterates' inabilities to
monitor funds flows. With proper supervision by the
Department of Cooperatives, and better management and
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accounting skills of society members, such gross manipulation
may have been thwarted.

C. Membership Statistics: The number of registered co-operative
societies at ,December 1987 stoed at 10,148. It is obvious, however,
that many of these societies exist in name only. The actual
membership figure of the Co-operative movement is not available.

D. Types of Cooperatives: For convenience, the Cooperative
movement is grouped under four functional headings: agricultural,
industrial, financial and service (see Annex VI-1).
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i)

ii)

iii)

Agricultural Co-operatives: This group embraces all the
societies engaged in the production, processing and marketing
of agricultural products. Although the Government has always
expressed great interest in agricultural cooperatives, little
success has come from them. Generally, agricultural
cooperatives perform poorly due to poor management and
administl-ation sl,ills, cl-edit constraints, untimely delivery
of inputs, low producerffarmgate prices, and marketing and
storage problems. This makes them less creditworthy, adding
to the cyc 1e ~"hic h malr,E's them ine-f f E'C ti 'Ie at inc reasing
production and income.

Many agricultural cooperatives involved in food production
have long cash cycles, and thus provide little short-term
incentive to members to contribute to cooperative efforts. In
contrast, fisheries cooperatives have more regular benefits
due to their steady cash generation. Most agricultural
cooperatives experience difficulty in obtaining credit from
commercial sources as they are considered high risks by the
banldng SE'CtOI-.

Industrial Co-operatives: Societies included in this sector
are seamstresses, tailors, artisans, blacksmiths,
construction workers and distillers. By far the most active
and successful in this group are the distillers'
cooperativE's. No one is allowed by law to distill unless
she/he belongs to a co-operative. This is designed to ensure
quality control and to facilitate tax collection, although
evasion sti 11 occurs. The success stOl-y of di sti 11 ers'
co-operatives is linked to high demand for the product, low
capital requirements, easy transport and disbursement on a
year-round basis. These cooperatives are the only ones that
get loans on a regular basis, due largely to their ability to
generate cash flow resulting from cheap inputs, quick
production and rapid inventory turnover.

Financial Cooperatives: This sector was originally composed
of the Ghana Co-operative Bank, the Ghana Co-operative Credit
Unions Association (including all member credit unions) and
the Ghana Co-operative Mutual Insurance Society. In recent
times, the Bank has gone through a period of re-organisation
that has placed it directly under the supervision of
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management appointed by the Bank of Ghana (see Appendix
111-11). Previously it had operated under two legislative
acts, the Banking Act and t~le Cooperative Societies Decree,
and this led to conflict of allegiance.

Credit unions are the most functional in this sector.
Although (as discus,sed in detail in Section VII) credit
unions suffer from low levels of management and training, in
many parts of the cDuntry they constitute the only access to
savings and credit facilities small-scale farmers have.

The Co-operative Insurance Society has also had problems
r-esulting from poor management and limited capital. It is
now attached to the State Insurance Corporation for both
technical cll1d management aS5.istance.

. i v) Service Co-operatives: Among the important groups in this
sector are the National Co-operative Wholesale Unit (which
procures goods in bulk on behalf of cooperatives), the Ghana
Co-operative Transport and Mechanics Association and the
Ghana Cooper-ati ve Pharmaceutical s Limi ted. Service
cooperatives have played a leading role in the distribution
of goods in recent years, especially in times of scarcity.
Nevertheless, duE' to problems that have hindered the
performance of most cooperativE'S in Ghana, most small-scale
service cooperatives have not been effectively managed or
sustained, and are currently inactive.

E. Rationale For Formation of Cooperatives: Cooperatives
seek to promote the economic and social interest of their members by
increasing production (through the supply of raw materials, farm
inputs, advisory services, etc.), incomes and employment.
Cooperatives can assist in the processing, storage and marketing of
members' output. In addition, members' production can be enhanced
by the provision of sufficient and timely credit facilities,
although thesE' are not always available.

Among the non-economic services cooperatives can supply are
seminars, workshops and demonstrations for members on improved
methods of farming, industrial production or delivery of services.
General membership education encourages stronger institutions. For
example, some cooperatives promote subject-oriented literacy, which
leads to general improvements in knowledge and provides an
opportunity for basic business training. All of these services,
when provided, serve as additional incentives for participation in
cooper-ati ves.

F. Reasons for Co-operative Failure: The performance of most
cooperatives in Ghana has been unsuccessful, due largely to fraud,
mismanaqement and neglect of business principles. Illiteracy in
Ghana is estimated to be 60-70%, mostly in th~ rural areas whEre
most efforts at cooperative formation have occurred. This has made
successful cooperative management more difficult, as the people with
the requisite booklteeping, accounting and management skills are not
always available. This leads to poor planning and execution of work
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as well as a limitation on the types of services provided
members.
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Other causes of failure include insufficient capital and business
volume. The cooperative might not produce enough goods or services
to cover costs, operating below breakeven, and ultimately becoming
insolvent. Members may not have contributed enough share capital to
provide the money needed for investment in the business of the
society, or to carry it through difficult times. This may often be
the result of too few active members in the cooperative, reflecting
lack of appeal, commitment and/or basic trust.

In some cases, societies have been organized for the sole purpose
of obtaining a loan or a service, hardly functioning or surviving
after loans have been disbursed or services rendered. Inadequate
storage and market facilities often render cooperatives unable to
take advantage of pricing cycles. Poor communication between
management committees and membership may also lead to poor
participation by members.

As for the potential of cooperatives to channel credits and other
related services to the small-scale far~er, it is necessary that the
Cooperative movement re-organize. Greater attention should be
placed on local initiative, adherence to business management
principles, and training of membE'rs to assume as much responsibility
as possible. These efforts could be initially coordinated by NGO's
with experience in viable cooperative manageme~t and development.

To supplement such a reorganization at the local level, the
Department of Cooperatives could play a facilitating role in
organization and training. Training facilities could be improved
and decentralized to inc.-E?B!:.E' the managerial and accounting sldlls
of cooperative members. The Department of Cooperatives could
perform more frequent (i.e., quarterly) audits to monitor
performance and legality without directly interfering in cooperative
affairs. Logistical support (i.e., motorbikes) and improved
compensation packages to attract more competent personnel would help
these effor"ts.

G. Multilateral Credit Proarams: Despite the poor performance
of cooperativE'S, there have been attempts by some institutions to
develop credit programmes with farmers asso~iations and
cooperatives. In the early 1970's, the FAD/UNOP fertilizer use
project tried to educate and encourage cooperative farmers to
increase their production and incomes through the correct use of
improved seed, fertilizer and herbicides. The project identified
production, processing, storage, transport and marketing as major
problems facing small- and medium-scale farmers. The main
production constraints were limited or no access to credit, lack of
training, inadequate extension services and lack of agricultural or
production inputs. The project concluded that credit per se was not
a solution to agricultural proble~s, but an important element in an
integrated approach which facilitates the impact of input delivery.
advisory services, improving productivity and marketing.
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Although the fertilizer use project achieved limited success during
its life, most par-ticipating cooper-atives collapsed sCIon after the'
project came to an end. While thi~ may in part be attribut~d to the
disastrous decline of the Ghanaian economy in the late 1970's-early
1980's which resulted in many previously viable businesses
experiencing serious financial difficulties, the project provided
too many arti"ficial supports and failed to promote self-reliance of
the cooperatives to marlage their affairs in a business-like manner.

The UNDP develo~~d an alternative approach, using the FAD as the
executing agency assisted by the Ministry of Agriculture, by
launching the Integrated Agriculture Development Programme in 1986
in the Sekyere and Ejura Districts of the Ashanti Region, initially
using three cooperatives. To address the above mentioned
constraints, the project offers the members both cash and in-kind
credit. In addition, the project provides constant guidance and
technical advice to the cooper-atives on the proper use 01 impr-oved
inputs through seconded Ministry of Agriculture staff. Machinery
and transport services are provided, and farmers are charged market
rates. Farmers have been encouraged to form loan and machinery
committees Which, assisted and trained by technical staff, prepare
detailed individual farm budgets 10~ loans. Interest rates for
loans at 15% and 18.5%, respectively, for 1986 and 1987, were
bel o~·J-rnarl~et. The 1Dan recover-y rate has been r-eported to be 1()()~/:.

Maize yields of 7-10 bags/acre have been reported as against
previous yields of about 4 bags/acre. These are still below yields
of 12 bags/acre which could reasonably be expected. Due to
subsidized interest rates and liberal loan policies, disbursement
per capita has increased by 300%, and average holdings per farmer
have increased. The following chart highlights numbers of farmers,
loans and acreage affected.

TOTAL LOAN : FARMERS:
AVERAGE

LOAN
:~CREA5E AvtRASE
:CUl.(A~) :ACREASE/FARKER

~. "

19% . Miner : 833,820.00 114 C 7,358.07 : 182.25 1. 59.
1987 : ~!aj or : 4,27~!,9S0.0(t 1~,O 26, ~;06, 33 . 590.75 3.93-.
1901 : t!incr : 5,527,317.5(1 155 : 36,1160.11 : 411E.50 3.02
1988 : Najor : 10,248,1I00.OOt 210 : 48,802.65t: 779.00 3.70

Recovery rate 100%
lExtludes values for other subsidiary, ffiethanital services.

Sourte: UHOPiFAu Integrated Agriculture Development Programme.
Sekyere and Ejura Districts (Ashanti Region).

Processing. storage and marketing facilities are provided by the
project for a fee. The cooperative accepts produce .in lieu of
cash for repayment of the loan, and this is done immediately after
harvest. Maize is treated and stored for higher market prices.
Members may also store their own produce for a minimal storage
fee. Stm-age and -. mad\eting are tal~en car-eo of by the marketitlg
committee, which arranges to sell in bulk to the GFDC, schools and
other institutions. The individual farmer may sell his or her
stored produce anywhere he chooses after paying storage and other
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charges to the cooperative. The project's success to date has
primarily resulted from external support, with very low investment
in the cooperatives by members themselves. It is significant~ as
well, that while yields have increased, they are below levels
achieved in- less optimal maize-growing parts of the country where
Global 2000 is active~ and about 50% of what Global 2000 Production
Test Plots are achieving in the maize belt in Erong-Ahafo.

starting ~'Jith the 1988 seasCln~ rrJe'mbe,-s ~'\Iill be levied C50/bag cd
maize sold~ subject to review by the membership. A levy of
CIOO/acre will be charged on every member, and income from the
cooperatives' communal farms will be retained to strengthen the
currently limited capital base. Also, members will be expected to
make an in-I~ind equity cont,-ibutinn of one bag of maize afte'
harvest. It i~ projected that each cooperative will make at least
C500~000 in net income every year. We have not been able to review
thes~ projections to determine the validity of their underlying
assumptions. The project has also proposed setting up a revolving
fund to be used for replication of the project.

H. Eank Credit Proorams: Cooperatives would appear to be
attractive financial intermediaries for channelling credits to
small-scale farmers as the cost of processing and administering a
loan for a group of farmers should be lower than the aggregate
cost of processing individual small-scale farmer loans. Banks in
the past have developed credit programmes for cooperatives. These
programmes have usually failed due to the constraints mentioned
earlier~ poor management and misuse of funds resulting in
extremely low recovery rates. Most of the banks have therefore
suspended 0'- reduced further credit assistance to cooperatives.

As an alternative to cooperatives, banks have developed Group Loan
Schemes to p,·ovide credit to infonnal 0'- "loose' associations. Nost
of these groups are chosen through recommendations made by
influential people within the community. The groups select committee
members who approach the bank for credit needed by their members.
They enter into agreements with the bank promising joint and several
liability fer the repayment of loans granted. Group lending occurs
~~ithout collateral. Peer pressure serves as security to encourage
loan repayment. By 1985, over 60,000 small-scale farmers benefited
under a Group Lean Scheme operated by the Agricultural Development
Bank, while the Ghana Commercial Bank helped about 300,000 peasant
farmers under the scheme. Rural Banks are also undertaking the
Group Loan Scheme, although it is unclear how many farmers they have
assisted.

The Group Loan Scheme, however, has not been operated very
efficiently~ as evidenced by default rates. Most of the banl(s do
not visit the farmers to verify the utilization of loans. Most loans
approved for the farmers under the group scheme are not often
related to the intended production activity reported by the farmers,
but on the basis of availability of funds. The result is that the
credit extended is sometimes not enough to carry the farmer through
the season.
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Nevertheless, if banks did a better job of studying the various
phases of the production cycle, improving administrative efficiency,
and monitoring repayment obligations, it is believed that banks
could reduce the risk of repayment from small-scale farmers, either
individuals or groups. Another way to reduce risk would be for the
banl:s to demand compulsO/-y mat-I(E·ting of ~,pecified portions of output
to ensure immediate loan recovery from cooperative proceeds. This
~"ould help the banl'.s .• thereby en~,uring credit for cooperatives the
next time. Such a marketing arrangement could be organized with
pal-astatal mal-I';eting board::.. In the event of default, denying
further credit to the whole society and individuals who are members
until all society debts are paid would serve as an incentive for
repayment, and help the cooperative weed out unproductive members.

The most successful credit programmes are those in which land
prE'paration, input supply, pricing and marl(eting are all tied in
with loan repayment. The FAO's Integrated Agricultural Progra~me has
been cited above. Another example is the Afife Irrigation Rice
project in the Volta Region, in which the management organises
mechanization services and input supplies which are financed by
Ghana Commercial Banlr. and the Agricultural Development BanI,. ThE'
disbursement of credit is in-kind (services, inputs, etc.), thus
separating the farmers from direct contact with money. The farmers
sign a collective agreemE'nt \flith the rnanaQement and the bank.
Interest is paid at prevailing bank rates. The farmers are given
storage facilities, and are monitored to compulsorily sell a
percentage of the produce at a negotiated price to an approved
agency, leading to immediate recovery of loans from the proceeds.

Although this scheme is working well, it is reported that the
farmers require additional credit to cover their personal or
maintenance needs through the season till harvest time as the credit
extended by the banks covers only about 80% of production costs.
(Annex VI-4 details production costs per acre of the Afife Rice
Farmers). The farmer consequently may resort to traditional sources
of credit which are very expensive and demand first repayment
resulting in some farmers not being able to repay their formal loans
on schedule. One must question the validity of rice production in
this project if net incomes render 80% financing inadequate without
further recourse to traditional lenders.

There are other credit schemes for farmers, such as cocoa
maintenancE' loans. In this scheme, cocoa farmers are advanced
credit on an ad hoc basis when in need. The lending banks are able
to recover almost all such loans through the special farmer's cheque
(Alo.Ja-fo ChequE') is~.ued bi Cocobod fO/- payment of farmel-s' cocoa.
However, there are instances where some farmers evade repayment by
Dbtaining CIIE'ques dJ-a~'m Clrl othel- banl(s. This pl-oblem could be
averted if lending banks at the time of disbursement ensure that
borrowers sign authority notes so that their cheques are issued and
drawn on lending banks.
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I. Summary: Government support for the primary cooperatives is
weak. and almost non-existent in some areas. The Cooperative
Council~ the supreme body~ has limited influence on the Cooperative
movement resulting in the Council's inability to collect even
affiliation iees from members due to the primary cooperatives'
failure to perceive benefits from affiliation.

Skills within and among the Cooperative Department~ the Cooperative
Council and individual primary cooperatives are generally low~

resulting in part from poor incentives~ inadequate training and
facilities~ and a general perception that cooperative principles
are incompatible with profits. Due to the failure to promote the
development of business and management skills at all levels~

cooperatives~ with few exceptions~ have failed to serve as an
effective vehicle for E'conomic development. r'lo'-e often they have
served as a vehicle for the enrichment of the few at the expense of
the many. As evidenced in other countries~ business-oriented
cooperatives can effectively deliver services~ inputs and credit to
their members on a sustainable basis with growth.

Given the tarnished record of the cooperative movement in Ghana~

re-establishing confidence in the mbvement will be difficult.
However~ there is currently no apparent preferable alternative
thl-ough t"hich to channel technical slr.ills~ inputs and credit to
small-scale farmers in the rural areas for increased productivity.
The movement possesses a basic infrastructure~ weak though it may
be. A philosophical re-orientation recognising that cooperatives
frlUS t makE- a pI-of i t fo,- members (~'Jhic h ~"oul d b,- ing the movement mOI-e
into line with the ERP)~ together with a corresponding commitment to
thE' development of bu:.ine!:-:. and management sldlls at all levels~

would juslify commitments towards strengthening the movement.

Above all~ cooperatives should be useful in organizing farmers to
access gl-ea tel- input suppl ies!, credi t ~ storage and marketing
arrangements. A group of farmers will be able to procure more
inputs~ and enjoy economies of scale in transport and bulk
purchasing. Credit schemes designed on in-kind (input supply
I eading to cash or in-Id rid repayment) and inventory (in-I( ind
collateral for cash credit) concepts can provide the small-scale
farmer with the input and cash relief he needs at the planting and
harvesting seasons~ respectively. Central to the small-scale
farmer's ability to store surpluses for access to inventory credit
are appropriate storage facilities that can be constructed on a
cooperative basis. Further!, the element of storage presents
opportunities to individual members and the cooperative enterprise
as a ~"hDle to hold Slll-plLl~,e~. until prices are HlOI-e favorablE'~

generating incl-eased cash and -educing depe'ndence on -fonnal
financial sector credit and moneylenders. Despite the problems
faced in the past, cooperatives have an important role to play in
raising the small-scale -farmer above subsistence levels of
pl-oduction •
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HUMBER OF SOCIETIES REGISTERED AS AT 31ST DECEnEER, 1987
(ACCORDING TO FU~CTlnNAL HEADIUSS)

RE6H!N AGRICULTURAL SERVICES INDUSTRIAL Fn!AliCIAl TOTAL
------------ -------- --------- --------

'}oi teo 525 245 1.~ 27 946_~1

f!e::tern 378 1~!4 173 31 736
Greater Hccr a 453 l,On 178 148 1, Bll
Brong ?J:a fQ 831 186 472 40 1,529

.. Ashanti 1,079 511 "'i' 65 1, ~114vv

Central ~t84
1~~ 184 31 972~,~

Northern 302 103 15 32 452
Eastern 639 639 253 49 I 'i~I)... ,..' .... ",.

Upper fiest/East 153 33 17 a 211

TOTAL 4,949 3,071 1,697 431 10,14B

, '

Source: vspart~ent af Cooperatives

.: :

,....

. :..'.
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MINISTRY OF MOBILIZATION ! PRODUCTIVITY 1

DEPARTMEHT OF COOPERATIVES 2

GHANA COOPERATIVES COL~CIL 3

[4] [4] [4] [4] [4] [4] [4] [4] [4] [4} [4] [4] [4J [4] [4] [5] [5] [51

iii)

viiI

Regional Unian 6

District Union 7

Primary Soci~ty 8

1. Ministry of Mobilization! Productivity:
The sector Mini=try responsible for Cooperatives.

2. DEpart~ent of Cooperatives:
The GDvernment ~gEncy responsible for implementation of Government
policy on cooperatives. It is headed by a Registrar.

3. Ghana CooperatiVE Council:
The Council is composed of fifteen national ape~ bodiesiassociation: and three
csntra! societies. Its responsibilities include collecting and collating information
2nd statistics relating and 01 interest to cooperatives and acting as the mouthpiece
of the Ghana Cooperative Movement.

4. The Affiliated Associations:
The Regional Unions elect representatives, usually from among their Committee, to serve
on the national apex body or association. The various national associations are:

i) The Ghana Cooperative Marketing Association Ltd.
iiI The Ghana Coo~erative Transport/Mechanics Association Ltd.

The GLana Cooperative Credit Union Association Ltd.
ivl The Ghana CCQ~erati¥e Poultry Farmers Association Ltd.
v) The Ghana CDcperative Distillers Associalion Ltd.

viI The Sh~na Cooperative Fisheries Association Ltd.
The Ghana Cooperative Butchers AssD:iati~n Ltd.
ihE Ghana C~op2rative Livestock Farmers Hssociation Ltd.

L: I Til,: 312.1,a CC'Jper"a·ti':e Agr icuHural Producers & ~larketing ltd.

BEST AVAILADLE COpy
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~iv}
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x) The Ghana Cooperative Bakers Association Ltd.
7.i) The Ghana Cooperative Kente and Adinkra Weavers Association Ltd.

The Gha~a Cooperative Housing and Builders Association Ltd.
The Ghana Cccperative Federatio~ of Agricultural ~ooreratives.

The Gh~,a CODperative Rice Yeals Sellers Association Ltd.
xv} The Ghana Cooperative Ccnsu~ers' Association Ltd.

S. Central Societies:
These are:

i~ Th2 NatiDnal Cooperative WhDlesale Unit Lt~.

iil The Ghana CooperatiVE N~tual insurance Society Ltd.
iii) The Ghana Cooperative 3ank.

Trsse societies gain direct affiliation to the Ghana Cooperative Council
because they have ~o apex bDdie~ •

6/7. Regional/District Union:
The Societies engaged in a particular sphere of economic activity, and
operating in a particular locality come together at the district or
regio~al level to for~ a Union.

r.

. ,

a. Pri~ary Society:
The basic unit of the cooperative movement is the primary society.

it can therefore be seen that each type of cooperative is fully vertically
integrated (1 through 6), and likewise achieve further horizontal integration
through affiliation to the Ghana Cooperative Council (Line 4 &5)

BESTAVA~AnLECOPY
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Anne>e VI-::!.

CURRICULUM OF COURSE FOR STAFF OF
DEPARTMENT OF COOPERATIVES

Duration: 6 months classroom work + 12 months field work.

1 ·
2.
-:0
~, .
4 ·<;
-' .
6 ·
7 ·
8.
9.

10.
11 ·1':'
~ .

'.,

Co-op. Law, Principles and Practice
Bookkeeping and Accounts
Duties of the Government Cooperative Staff
Economic Surveys
Elernentar-y Economics
Economic Geography of Ghana
Secretariat Practice
History and Structure of the Ghana Cooperative Movement
The Legal Aspects of Cooperation
Economics of Co-operation
Inspection and Grading of Produce
Constitution and Functions of the Ghana Marketing Board,
the Investment Bank and other Statutory Boards and Corpora
tion directly connected with Cooperatives

.,
: : 13. Work of other Government Departments and Ministries - Agri

culture, Fisheries, Forestry, Labour - Local Government,
Social Welfare, etc.

14. Survey of Cooperatives in other lands

15. English

CURRICULUM OF COURSE FOR SECRETARIES
OF COOPERATIVES

..,
Duration:

Design for-:

3 ITlon ths

10 Societies Secretaries in Cooperative Cooperation

Participants: Men and women who have no formal education in Coop
eration.

Content: 1 ) Introductory lectures followed by practical
exercises and case studies.

;-". .~

2) The principal subjects will be:
a) Co-operative Secretariat Practice
b) History of Cooperatives
c) Elementary Bookkeeping and Accounts
d) English Language
e) Co-operativE' Law, Principles and Practice
f) Economics of Cooperatives
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Annex Vl-q

PRODUCTION COST PER ACRE OF PADDY RICE
(SEMI-MECHANISED)

AFIFE IRRIGATION PROJECT - 1987 WET SEASON

1 ) SERVICES:

1.1
1.2 :
1.3
1.4
1.5
1.6 :
1.7

I ,-r igation Cha,-ges : C 3~O()0.00

Rotary Slashing : 1~80().OO

Plm."ing 2~600.00 :
Hart-m\ling ( b';lice) : 2~600.00

Seeding (drilling) : 1 ~ :,r.OO • 00
Combined Harvesting 5~850.00 :
Carting : l~OOO.OO :

Sub-Total : C 18~150.00

2) t1ATER IALS:

:

:

··

3,600.00
4~500.00

1,800.00
q~600.00

1~600.()O

3~500.00

q~O()O.OO

3~185.00

2~OOO.OO
··

..·Seed @361<g/Ac,-e
Compound Fertilizer (3 bags)
Straight Fertilizer (2 bags)
Herbicides 3 lit/acre
Insecticide 4kg/acre
Fungicide 5kg/acre
Sacks: 40 for 2 seasons
Drying Sheet for 2 seasons
Knapsack Sprayer for 3 seasons :

2.3 :

2.6 :

2.4

2.7

2.2

2.8
2.9

2.1

Sub-Total : C 28,185.00

3) LABOUR:

3.1
3.2

3.4
3.5 :
3.6
3.7

Rotary slashing :
Bond-weeding (Herbicide)
Hand-weeding (10 m/days x 250)
Fertilizers Application :
Insecticides Spraying :
Scaring (40 days x 150.(0)
Dry ~\Ii nno~\I ~ Bag

1 ~ 800. O()
1 ~ 6(H). (>0
2~50().OO

750.00
800.00

6,000.00
l~OO().OO

:

:

. "

. : ~

: ',;.

Sub-Total
Total

Add 23.5% Bank Charges
Add 25% Profit on Investment

GRAND TOTAL

: C lq~450.00

60~785.()O

: 14~285.00

: 15~195.00

: C 90,265.00
-----------

Estimated Yield: 25 bags of 82kg/acre.

c. SUBMITTED BY: PROJECT MANAGER

,~ :.;
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V I I • CREDIT UNIONS

A. Introduction: Credit unions began in Ghana in 1955 ~",ith the
formation of the Jirapa Credit Union in the Upper West Region. This
cre'dit union ~'Iaso forrlled under the auspices cd the Roman Catholic
Church, and its example was replicated thereafter throughout tIle
Upper and Northern Regions. Today credit unions are found in all 10
regions of Ghana, and the Catholic Church continues to play an
important role in the operation and management of many of these
institutions in the northern half of the country, as well as provide
Ley 1ogi stica I support f m- the ape" ot-gani zation, the Ghana
Cooperative Credit Union Association (CUA). It is in the Upper,
Northet-n and Sf-ong Ahafo Regions ~'JhETe most of the successful 1y
functioning ct-edit unions are located.

Credit unions in Ghana, lilte their counterparts in other countries,
an? established to pt-c'vide savings and credit facilities to
communities to promote economic activity and self-reliance. These
unions are based on a common bond, usually residential, occupational
or associaticmal (i.e •.• religiou~" clubs, etc.), ~"ith the bond
serving as a basis for trust and confidence. Based on these bonds,
it is believed that lean committees can quickly process loan
requests ior disbursement with confidence that members will repay
aecm-ding tCI schedule. The encout-agement of regular savings is
meant to provide security, both for credit and for medium- and
long-term financial planning •

I n Ghana, c '-edi t union~. must have a minimum of 40 peopl e to be
registered. The estimated number of functioning credit unions is
157, with 1987 membership of more than 61,000. The most successful
credit unions have more than 1000 members, located primarily in the
Upper West, or high savings rates as in Brong-Ahafo and Greater
Accra. The consolidated credit unions had savings of C345 million,
and loans of C234 million in 1987. Savings were about 20% that of
the Rural Banks, and equivalent to 1.4% of the total banking system.

B. The Ghana Cooperative Credit Unions Association: To
facilitate the formation of credit unions, the Ghana Cooperative
Credit Unions Association (CUA) was established in 1968 to promote,
organize and develop credit unions, primarily in rural areas. The
objective was to provide fundamental savings and credit facilities
to people who generally were unable to access these, with the
ultimate objective being that deposits mobilized could then be used
for "provident and productive" purposes that would promote local
initiative, development and self-reliance.

The CUA .• a non-govet-nmental in~.ti tution that is ,-egistered as a
cooperative organization, has its own bye-laws and falls under the
supervisory requirements of the Department of Cooperatives. Member
credit unions are affiliated with the CUA either directly or through
its regic1flal chapters. ThE' cwganization is e;~plicit about its
non-governmental status, emphasizing th~t it has not requested or
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received grants from the Government despite being a registered
society ~'Jitll the DE'partrnent cd Ccope,-atives.

The CUA has its own Board of Directors (elected biennially with
representatives from each regional chapter), Chief Executive~ and
Field Officers in its eigllt regional chapters. The Chief Executive
has recently revamped the organization since assuming control in
mid-1987, stressing finance, management and accounting expertise to
shore up the financial condition of dormant credit unions and to
further solidify the position of the stronger ones. Recent moves
have included assigning an additional Field Officer to the Upper
East ( to OVETsee the Northern Region as ~'Jell), adding ttwee ne~"

Field Officers in the Upper West, Brong-Ahafo and Greater Accra (to
assist with Canadian funding for womens' projects)~ and retraining
severa 1 o·f the othe,-s tCI inc reaSE' 1evel s of manager ia 1 competence.

The Chief EXEcutive is also supported in the home office by the
fDII m'Jing:

i ) a Financial Officer with an accounting degree from one of
the institutes and auditing experience in Nigeria;

i i) a Public Affairs specialist who
public relations experience
five yea,-s;

is
and

a
has

trained. teacher wi th
been with the CUA for

iii) an Administrative Manager who handles personnel
has been with the CUA for 20 years; and

mat te,-s and

. i",
iv a Research and DevelDpment specialist who was recently hired

to improve the CUA's problems with information retrieval~

analysis and dissemination.

· .~· ,
· .

~. ':

:. \

In addition~ all of these senior staff are supported by an
additional 16 employees to coordinate ancillary activities,
including six accountants who travel around the country to audit
credit union books. The CUA has a total of 33 employees, including
12 Field Officers.

Originally, the CUA received financial and managerial assistance
from the Konrad Adenauer Foundation (Federal Republic of Germany)
and Rabobank (Holland). These sources of support were designed to
help the CUA develop and promote a credit union movement that
would eventually be stable enough to finance the apex organization
from chapter dues. According to the CUA, personnel sent by the
Adenauer Foundation were not skilled in business~ finance and
management, and as such were ineffective at promoting a strong
managerial base conducive to self-reliance •. These problems continue
into the present~ although the current Chief Executive appears
determined to change them. The CUA continues to receive support
from Rabobank~ but Adenauer funds have been curtailed since 1983. As
member dues are well below financing requirements, the CUA remains
dependent on exf~rnal financing, and prospects for achieving
financial self-sufficiency from member dues anytime soon appear to
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be weak. (The financial condition of the credit union movement and
CUA are discussed in VII-G and H).

The CUA provides a number of services to the credit union movement,
although their effectiveness (as with the Cooperative movement in
general; see Section VI) has been less than hoped for. Field
Officers in the regional chapters are placed to identify potential
groups, educate the public on credit union principles and benefits,
and conduct workshops/seminars for credit union staff to improve
skill levels. Their efforts are complemented by the auditing
services provided by the eUA's six mobile accountants. In addition,
the eUA operates a central fund out of Accra to provide safekeeping
for surplus credit union savings, issue loans to credit unions,
counsel credit unions on hon to best invest idle funds, and in the
process provide economies of scale in financial intermediation.
While the credit unions place most of their deposits with local
banks, surplus funds are supposed to be placed with the CUA so it
can allocate funds to illiquid credit unions. At June 1987, the eUA
repm-ted C3.8 million in loan~. to 21 societies, or 12.3;: o·t its
tolal assets out to nearly 14% of its active membership. Member
savings with the CUA were C10.9 million~ suggesting that those
savings were helping to fund the CUA:s operations at a time when
membership dues are grossly insufficient to sustain operations.

While not successful at creating a pervasive and dynamic credit
union movement, the general consensus is that the CUA and its
active membe,-=.hips have made an impact in some ru,-al a,-eas,
primarily in the Upper West and Brong-Ahafo, as well as some urban
marketplaces and workshops. Its approach is meant to be based on
the familiarity and commitment of members to credit union
principles, witt, the near elimination of transactions costs that
are so high in the formal financial sector (see Section IV).
Minimization of bureaucratic formalities, familiarity with
members" needs, equal voting rights for each member, greater
personalization in resource allocation, favourable credit terms,
and a reinforcement of common bonds that serve as a basis for a
credit union's formation are all meant to create a sound financial
operation that actually functions as a social institution. To a
large degree this has worked, particularly since repayment rates
are far higher (above 90%) than the banks. However, the lack of
staff training and limited membership of many societies has
prevented the movement from growing and becoming financially
stable. Limited financial bases dnd growth have prevented many of
them from paying dues to the eUA. In other cases, particularly
with the industrial-based credit unions~ declining purchasing
power among urban workers has reduced savings. They, in turn,
tend to be apathetic, look solely to the credit union for a loan,
and otherwise do not pay their dues claiming limited funds. This
reinforces the cycle, as the CUA then cannot deliver the support
services demanded by the credit unions. As with the Cooperative
movement, limited funds, lack of skills and training, and little
perceived return by member credit unions have discouraged them
from paying dues to the eUA, preventing the CUA from accomplishing
its objectivE'S .
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C. General Provisions Governing Credit Unions: As mentioned
earlier, credit unions are designed to provide savings and credit
facilities at reasonable inter~st rates. The following guidelines
are designed ,to ensure that the credit union remains solvent,
meets the needs 01 the memb~rship, and observes the "principles of
the general credit union movement:

. :
~ .;

....

i)

ii)

iii)

iv)

v)

vi)

Fundino: To finance operations, credit unions are to charge
Inembership fees, prudently manage interest income, solicit
donations, mobilize savings deposits and borrow when
necessary to carry out their functions;

Savings: Members are supposed to save on a regular basis.
The general membership establishes a minimum savings level to
be obs~rved, below which a member may lose membership. The
minimum savings level established cannot be withdrawn without
loss 01 membership. Maximum individual savings are not to be
greater than 20% of total membership savings, although
management may adjust this accordingly;

Interest: Interest on savings is paid at the end of each
fiscal year, although members may vote to disallow payment if
the financial condition of the credit union would be
mat~rially affected;

Withdrawals: Amounts exceeding the credit union's usual
daily cash on hand cannot be withdrawn without sufficient
notice. A member's savings cannot be withdrawn if the member
is indebted to the credit union or has pledged his/her
savings to guarante~ another member's loan;

Credit: The extension of credit is limited to a percentage
of each member's minimum savings as set by the credit union.
This amount could conceivably exceed 100% of savings if
backed by guarantees (see security below). Total credit is
limited to 75% of the society's unpledged funds, although
this can be adjusted at the discretion of the Committee of
Management. Loan applications must be submitted on
prescribed forms, and funds must be used for production 01- to
meet household requirements. New members cannot receive
loans in excess 01 savings;

Security: Security can be provided in the form of one's
savings, the pledges of guarantors, and wage assignments of
guarantors. Pledged savings cannot be used as a guarantee
for more than one outstanding loan at a time. A wage/salary
earner can arrange for his/her employer to reimburse the
credit union for unpaid or overdue loan balances from the
worker's compensation. When loans are repaid, a guarantor's
pledge is released before that of the borrower. If there are
two or more guarantors, their pledges are reduced
proportionately with loan repayment. Wage assignments are
released after guarantor savings pledges, but before the
borrower's savings pledge;
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vii) Loan Collection: Loans not repaid according
be rescheduled by the Loan Committee.
borrowers must pay collection expenses and
annum on unpaid bal arlCE'S above the ordinary

to schedule may
In some cases,
up to 10% per

interest charge;

viii) Bor rm"li ngc,:
assets (i.e.,

The society may borrow up to 40% of non-pledged
fixed assets) from outside the society;

'. i, ,
, "
t';

, ,
; i

)Ii)

Investments: Cash not utilized on a day-to-day basis should
be invested in securities or enterprises of minimal risk.
The CUA is established to provide those services at minimal
cost;

Re~ervec,: A minimum of 25% of a credit union's net surplus
is to be transferred to reserves on an annual basis. Reserves
are not to e)lceed 10% of outstanding loans;

Signatw-es: AI I checl~s, notes, drafts, etc., require h-lO

signatures of credit union members and a counter-signature
fl-om an authorized representat,ive of the Department of
Cooperatives. Credit union members authorized to sign on
behalf of the membership are appointed by the Committee of
Management. The names are posted so that the membership is
always aware of those individuals empowered to effect
transactions on the credit union's behalf; and

\':

:di) Financial Information: All prepared financial
will be posted in the credit union office so that
be kept aware of the financial condition of their

statements,
members can
society.

" ,

t.· ~~

:- 1
,:.:
; ....,

i
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In brief, these provisions are designed to ensure prudent cash
management, institutional liquidity and solvency, adequate
capitalization and increased local savings. All of this is to be
practiced in an open, democratic manner that encourages confidence~

trust and local development.

D. Membership: All prospective credit union members must submit
an application on a prescribed credit union form. If two-thirds of
the general membership approves an application, that person becomes
a member only after paying an entrance fee and agreeing to maintain
a minimum savings amount as determined by the general membership.

A membel- may \,"i thdra~" f ,-om the c redi t union, but must give the
society at least three months notice and settle any outstanding
debts or guarantees. Expulsion results from a two-thirds vote of
the general membership, and can be for savings arrears, misuse of
loans Dr character deemed to be detrimental to the interests of
the credit union.

E. Meetings: The annual general meeting of the entire
membership is held within four months of the end of the fiscal year
to discuss the financial condition of the credit union, determine
how to allocate the net surplus, elect committee members, amend
bye-laws, and attend to other credit union business. Special

-247-



"

, ,

..

general meetings can be held at any time of the year if requested by
two-thirds of the Committee of Management, the entire Supervisory
Committee or the lesser of 25% of the total membership or 20
members. Each member has one vote, and voting can be in ballot form.
In order to vote, however, a member must be present at the meeting.

F. Committee~: Each credit union is to have a minimum of three
committees composed of different individuals. These committees are
charged with general management and policy responsibilities.
credit assessment, and supervision. In addition, the credit union
is supposed to have an Education Committee, and any other
committees required to promote the interests of the society. It
is to these committee members, primarily the secretaries and
treasurers, to whom the CUA's workshops and seminars are directed
on central, regional and local bases (see Annex VIl-l for the
CUA's 1988-1990 education plan). The three key committees are
discussed belm·):

; .".

;; .".~
: .,1

~ ..~. .\

I <~

;'':''

. .~

<
: .'

i ) Committee of Management: The Committee of Management (COM)
is composed of a minimum of five members: Chairman; Vice
Chairman; Secretary; Treasurer; and Assistant Treasurer.
The CUA views the Secretary and Treasurer as the key posts
in tenns of ensuring p,-oper recordl(,eeping, booldf,eeping and
management support for the committee to be successful.
These members are elected by the general membership at the
annual meeting, and are e;"pec ted to meet at 1east once a
month with the Loan and Supervisory Committees to oversee
the credit union's activities for the month. Failure to
attend three consecutive meetings disqualifies that person
from the COM. Any vacancies on any of the committees are
replaced by the COM until the annual meeting.

The COM's I(,ey responsibilities concern financial management,
operations and policy. On the financial front, the COM
opens bani!' accounts, decides on appropriate day-to-day cash
needs, authorizes borrowings and invests funds. The COM
also mal(,es recommendations on appropriate rates of interest
to pay on savings accounts, and how to distribute interest
income earned from loans.

As for operations, the COM handles personnel matters,
assigns signatories for credit union checks, empowers
members to represent the society in financial transactions,
monitors bookkeeping and takes action against delinquent
borrowers. The COM also can suspend members from the credit
union, e'ffective until the general membership confirms or
rejects such action •

Concerning policy matters, the COM is responsible for
establishing loan procedures and policies, in accordance
with the society's bye-laws. Policy and other matters are
dealt with in concert with the other committees, but are the
responsibility of the COM.
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ii) Loan Committee: The Loan. Committee (LC) is compos~d of
three members elected by the general membership who are not
on the COM. Their decisions can only be official at
properly scheduled meetings when a quorum is present~ and
consistent with credit union bye-laws. The LC considers all
loan applications~ makes sure loans are properly secured~

determines the conditions of repayment and monitors
delinquent accounts.

iii) Supervi~ory Committee: The Supervisory Committee (SC)
consists of three members who are not on the COM or LC. are
not signatories~ and do not handle cash. The SC has three
main functions: monitor the COM and LC; ensure proper
bookkeeping~ accounting and financial reporting; and report
to the annual meeting.

Monitoring the COM and LC is necessary to ensure there are
no conflicts of interest~ and that the credit union is
prudently managed. By supervising the accounts~ overseeing
preparation of financial reports~ checking members'
passbooks and personal ledger cards~ and monitoring cash on
hand and investments~ the SC is'able to confirm that the COM
and LC are performing their functions. Based on these
observations. the SC reports to the annual me~ting. and this
report should influence the outcome of the election of the
ne~" COI'l and LC.

While some credit unions function well~ many of them.
,primarily in the rural areas~ lack the qualified and
literate personnel to efficiently manage their credit
unions. The rules governing credit prevent institutions
from becoming overextended~ but lack of qualified personnel
means inferior services and limited growth. The CUA has
ongoing l!mr It. shops and 5.eminars ~ and its sbl accountants al so
at tempt to tJ-ansfer booldceeping and accounting sk ill s ~"hi 1e
performing their periodic audits. However~ the frequency of
those and Field Officer visits have been erratic~ limiting
the degree of skills transfer at the local level. Without
those skills~ it is difficult for these committees to
oversee operations~ let alone properly prepare documented
financial statements in a timely manner.

G.
appeal

AOQreoate Credit Union
for a number of reasons:

Performance: unions have

i) the community-based nature of the organizations formed out
of a bond that has already been established;

ii) limited transactions costs~ as the
in a local setting with minimal
service and hardly any fees;

approach is personalized
bureaucracy~ responsive

: .:
/

: ~

iii) 1o~" intel-est-, rates on 1oans ~

borrowing procedures. easy
flexible repayment terms;

-249-

timely credit delivery~

collateral requirements
gasy

.and



·....
:.~ ~.
• ' ••J

;:.J

"

.: ~

iv) fac: i1 i ties to
financial needs;

mai.ntain
and

deposits to assist ~.~ i th

v) the ~articipatory structure of the organization,
have voting rights and can see the tangible
benef i ts det- i ',led f t-om the c t-edi t union's services.

as members
community

, ,
, ,

','

: .'j

:: /,
, '
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Based on these criteria, credit unions have made an impact on some
communities where financial services hardly existed. They have
provided individuals with savings facilities, encouragement and
interest earnings, while credit facilities (al~eit small) have
been made available. This has been particularly helpful to small
scale farmers who are usually illiterate, unable to access credit
and too intimated to even try.

However. credit unions have either remained too small to make a
signiiicant impact on community development, or become
functionally non-existent. The inability to use savings as a
locomotive for economic development in an area has less to do with
the concept than with the amounts in~olved. In rural areas, these
deposits have generally been small. In urban areas, credit unions
are overshadowed by formal institutions on the one hand, and
family, friends, susu, etc. on the other.

The inability to replicate effective credit unions on a grander
scale relates to the inability to establish a firm iinancial base.
This has prevented effective management, training, accountinQ.
etc::.,' it-om emerging, furthE't- stifling grm';lth and t-einforcing the
cycle of sub-optimal performance.

As with the banking system and cooperatives, credit unions suiier
irom inadequately trained local staff, insufficient support
services, high illiteracy rates of its members, disorganization,
discouragement and demoralization from unfulfilled expectations,
and the limited economic activity of their areas. Efforts have
been made through the Credit Union Association to improve
management, bookkeeping and administrative skills of chapter
committees, but these have met with limited success.

Financial statements are not produced on time, accurately, or with
sufiicient documentation. Committee members usually devote
themselves only part-time to the credit union on a voluntary basis
as they are employed elsewhere. Between handling retail accounts
and the books, the few committee members who contribute time
barely have the resources and ability to properly perform their
functions. Regional visits irom CUA field offices are irregular
(they have one vehicle in the field, in the Upper West Region),
adding to the problems of improving on bookkeeping and accounting
efficiency. While loan recovery rates are comparatively high (at
least 90%), the credit unions are unable to follow up effectively
on delinquencies. This is a problem for thinly capitalized credit
unions. Although security in the form of savings mitigates the
danger oi delinquencies, using those savings to cover a delinquent
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loan depletes resources~

relatively ineffective. In
diverted deposits away from

keeping the credit union
some cases~ the presence of
the credit union.

sma 11
banlcs

and
has

There have been successful Dperations~ although they are a minority.
Some rural 'credit unions have mobilized savings~ pre-financed
trading activities~ and achieved high levels of repayment over short
periods. Credit unions in urban areas have benefitted from members
~··~hose sl,ill levels are higher and cash sit-eams are mor-e regulat-.
These have most notably been composed of teachers. However~ the vast
majority have remained small or become obsolete, claiming that
declining real wages in recent years have rendered their savings
virtually non-existent.

The following highlights key financial data on the 157 credit unions
that reported information in June 1987. A more detailed summary is
found in Annex Vll-2.

Region

Gt-eatet- Accra
Ashanti
Erong-Ahafo
Uppet- tvest
t'le~,tet-n

Centt-al
Eastel-n

Total

No. of'
Societies

47

36
17
15

9
16

157

Savings Loans
f1embershi p ( 1'11'1 cedis) ( 1'11'1 cedis)

8~835 98.8 46.7
4 ~ ::.82 2 il.7 21.6
5~164 10~1.7 89.5

3::, ~ 024 76.8 48.1
6~849 25.6 18.2
1,723 6.8 5.6
1 4S1 7.1 3.8

~

61~.q58 345.4 233.6

..'

, :.

As mentioned earlier~ savings approximates 20% of total Rural Banle
savings and 1.4% of the formal financial sector's savings. While
small, considering that these funds are placed with banks in the
end, the credit unions are sizeable source of deposits for the
formal financial sector. It is clear that the credit unions~ with
limited overhead~ represent a potential vehicle by which the banks
could attract additional deposits. However, the banks will have to
significantly improve efficiency and service levels to do 50. The
ellA claimed that transfer~, through the Ghana Commercial Banlc tool!;
several weeks~ far too long for the CUA to get funds to illiquid
credit unions~ reflecting exceptionally low service levels at the
nation's 1 arge'st bank. Li II;e~.,i ~,e ~ the eUA has had probl ems ~"i th
Barc 1ays concet-ning internationa 1 transf ers ~ 1 i ke",lise talc ing severa 1
weeks. Thus, the credit unions could be a valuable link in the
chain of rural finance to increase levels of formal financial
intermediation, but this wi 11 have to be predicated on banlcs
becoming more efficient~ competent and service-oriented.

I

"

I',

On a regional basis, Greater Accra and Brong-Ahafo have the
number of societies~ although membership in their credit
average 188 and 144~ respectively. In fact~ aside from the
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Region, the average membership of credit unions was smallest in
Brong-Ahafo and Greater Accra. The following chart highlights
average membership figures, clearly depicting credit unions out of
the Upper West chapter as the largest:

", Region

Upper l.oJest
L\Jeste,-n
Ashanti
Ce'ntral
G,-eate,- Ace ra
B,-eng-Ahaf a
Eastern

Average Membership

1,943
457
258
191
188
144

93

Total Average 391

,. ,
,J

, ''.

.' ;,..

, .

The average membership per credit union is 391, skewed because of
the larger unions in the Upper West Region. These 33,024 members
constitute 54% of the total credit union movement membership.
Credit unions in the Upper West are large due to their longevity,
lack of financial alternatives, and the strong bonds that have
been established by the Catholic parishes on a parish or
residential basis. Other denominations have not been very active
in the credit union movement.

If the Upper West membership fiqure is excluded to smooth out
distortions in the average, the average' credit union membership
~'JDuId be 203 members. Thus, from that approach, the l.oJestern and
Ashanti chapters have shown marked success, even though both
regions are fairly well represented by the banking system (see
Section IV). Likewise, the Central and Greater Accra chapters
hover at-ound the average. Only the Brong-Ahafo and Easte,-n
chapters are below the average membership norm. The CUA is adding
another Field Officer in Techiman in Brong-Ahafo to complement the
efforts of the Field Officer in Sunyani. The feeling is that
strong potential for credit union expansion exists in this area,
and these efforts may well show increased numbers of societies and
mernbETs ovet- the ne~tt fe"l years.

The reasons for expanding in the Brong-Ahafo Region are clear when
onE? lool(s at the average ~'clVings of its members. l.tJhi 1 e average
membership is the second lowest among the seven regional chapters,
it is by far the highest on an average savings basis, nearly double
Greater Accra (second) and almost four times the average nationwide.
The following chart shows the average savings per member:



: :.: Region

Br-ong-Ah.3. fo
Gr-ea ter Accr-a
Ashanti
Eas ter-n
Central
\!·Jestern
Upper ~'Jes t

Average Savings/
t1ember (ced is)

20,468
11,182
5,626
4,769
3,990
3,737
2,325

Total Average 5,620

,.. !
The average savings chart is ~ractically a reverse of the average
mell1ber-shi p chaT t. Aside fr-om Ashan ti, \"Ihich is consi s ten t in ter-ms
of members (third) and savings (third), the three chapters with the
lowest average membership happen to be the three with the largest
average savings. Based on this, it is likely that the CUA will
intensify the efforts of its Brong-Ahafo, Greater Accra, Ashanti and
Eastern (which includes the Volta Region as well) chapters. The
recent addition of two Field Officers in Brong-Ahafo and Greater
Accra constitute a first step.

It is also clear that, while the Upper
its members. have f al- I ess in the l"ay of
SUCh, it is likely that the impact
devel6pment has been less marked in
organizational structure and potential
viable options,.

West has the most members,
financial resources. As
of credit unions on rural
this area, although the

for expansion remain highly

From the credit side, the pattern is almost the same as with
savings. Brong-Ahafo has a very high average credit outlay,
including a high percentage (85%) of absolute savings outstanding in
the form of credit. Greater Accra and Ashanti follow, with the
Upper West issuing the smallest average loans.

· ~ "

· .,
· '~

, .

Region

Brong-Ahafo
Gr-ea ter Accra
Ashanti
Centr-a 1
vJestern
Eastern
Upper vJest

Total Average
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17,335
5,288
4,939
3,262
2,653
2,552
1,458
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The average allocation of credit may be distorted in that some
chapters may have fewer numbers of loans outstanding relative to
its membership. Thus, in some cases, average loan size may be
larger if fewer members have received loans. Our assumption is
that each individual member has received a loan.

What is noteworthy about the credit unions is the way in which
they have managed their reSources. Minimum savings levels are
established per member, and cl-edit is not supposed to be allocated
above a certain percentage of savings unless backed by the
guarantees of fellow members. In some cases, credit allocations
appear to have been prudently managed. In other cases, the
percentage of loans to savings is high, above the 75% ceiling
recommended in the bye-laws. There are reasons for maintaining
high loans/scniings l-atio~,:

i) savings and guarantees provide security for repayment;

ii) credit is an effective incentive to
membership and activity; and

induce increased

. ; ~

iii) ovel-hEad
basis and

costs are low, as labor is usually on a volunteer
office space tends to be a small room in a parish.

...

· ,

Thus, if a credit union has a high loan/savings rate, it should not
be necessarily perceived as imprudent. However, if those loans are
not put to productive purposes, it diminishes the member's ability
to generate additional savings to expand the financial base of the
credit, union. This has happened in the past, keeping the credit
union from having a dramatic impact on rural finance.

; .

:'\

Region'

Ashanti
St-eng-Aha, fe
Cen tra 1
{tJestern
Upper L·Jes t
Eastern
Gr-ea ter Accra

Loan/Savings
Ratio (7.)

87.8
84.7
8l.8
71.0
62.7
53.5
47.3

· ,
~ .1
:.':· ..

From these distributions, it is difficult to ascertain the role of
credit. The Ashanti chapter- has been consistent in terms of
membership and savings, perhaps due to its high loan/savings ratio.
Likewise, Brong-Ahafo has attracted the largest average deposits
~'lhile issuing the largest average loans. HO~',ever, Greater Accra has
the lowest loan/savings ratio despite having the second highest
average savings rate. This may reflect more money in circulation in
urban areas, but many members in workplaces (i.e., in Tema) complain
of Limited funds fo:fr- saving,:.
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On an income and expenditure basis, the credit unions appear to have
satisfactory resources for their operations. In all regional cases,
income exceeds expenditure, although the accuracy of these numbers
is questionable. The following chart highlights income, expenditure
and surplus as of mid-1987. The Central Region did not report these
statistics. (All figures are in cedis).

Region Income E~,penditure Surplus
-------- -------- ----------- ---------
Gt-eatet- Accr-a 6,416~12~t 2,032,941) 4,383,185
Ashanti 6, 3~15,960 795,~t71 ~t , ~t6() , 389
Ercng-Ahafo 5~899~128 '2,874,904 :;:,,024,224
t'lestern 4,6<11,<147 1,161~O81 3,480,366
LIpper t'lest ::;:.,:::.12,969 2,170,157. 1,142,816
Eastern 726,379 328,731 7.87,648

---------- --------- ----------
Total 27, :::,52,0(18 9,363,380 17,988,628

These totals are in~eresting from the standpoint of local liquidity~

and how the credit unions may in fact have sufficient resources to
generate greater credit union movement activity on a regional basis.
Even if we discount the surplus for other accounts and obligations
consistent with Erong-Ahafo's t-eserve/surplus ratio of 111.
(Brong-Ahafo was the only region to report reserves), it appears the
credit union has a reasonable reserve (C2.0 million) from which to
re-energize the movement. (It is unclear if reserves are separate
from ~apital). While not a ~ignificant sum of equity relative to
the formal financial sector, the credit unions represent an existing
structure on which to build.

In general, the credit union performance has made an impact, but
stagnated since 1978 when membership was 56,038 with 388 societies.
To revitalize the movement, much will have to be done to improve the
training and marketing skills of the societies~ regional chapters
and head office. Recent trends suggest this is beginning to happen,
perhaps for the first time since the 1970's. Nevertheless, it is a
slow building process~ and will not radically alter the state of
rural finance any time in the near future •

H. Financial Performance of the CLlA: To facilitate the ongoing
education and training needed at the local level for the effective
management of credit unions, the ellA will have to improve its
financial condition. As the credit union movement was originally
dependent on external financing from the Konrad Adenauer Foundation
and Rabobank, the influx of funds from these groups served as a
disincentive for members to pay their dues. Arrears as a percentage
of fees billed averaged 47% from 1971-1978~ reflecting the general
lack of resources or discipline on the part of the credit unions to
build a credit union movement based on cooperative principles. Part
of this may reflect low service levels provided by the apex
organization, but there is also the general opinion that outside
1unding was used as an excuse to not pay member dues •
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When the Adenauer Foundation withdrew financial support in 1983~

this e~acerbated the credit union movement's problems at a time when
the national economy was depressed from drought and years of bad
Government.economic policy. The CUA has not recovered from thi5~

and even to this day dues rates have not been changed to account for
the steady devaluation of the cedi in recent years. The current
charge per member is 24 cedis~ with 8 cedis for the regional chapter
and 16 cedis for the head office. Clearly~ this will have to be
adjusted at the next biennial general membership meeting in
September 1988 in Accra. To date~ the CUA has carried forward
nearly C8.0 million cedis in operating deficits~ a situation that
can only be reversed with a one-time contribution from each
individual member~ 'prompt payment of dues~ appropriate fee
structures and prudent management of CUA operations.

The following highlights key Income and Expenditure and Balance
Sheet items at June 1987. A more detailed look at the CUA's
statements is featured in Annexes VII-3 and 4.

Income and Expenditure:

Income
E;'lpenses

Net Loss

Deficit Carried Forward
Total Deficit on Balance Sheet

Balance Sheet:

Cut-,-ent As.sets
Fb:ed Assets

Tota 1 Asset.s

Liabilities
Capital

Total Funds

3~518~246

7~265~694

(3,747,448)

(4,159,480)
(7,906,928)

12~B02~931

18~009~834

30,812,765

13,144,933
17,667,832

30,812,765
==========

While the CUA continues to receive grants from Rabobank (CO.8
million in 1987), its 1987 income was only half of expenses.
Salaries alone were 60% of income, while interest paid on loans was
more than dou.ble ~'Ihat Na.S earned on i.ts loans el·:tended to iJ..::
chapters. Most notable is that the Income and Expenditure did not
even featu.re chapter dues and fees as a source of income. The
balaAce sheet featured nearly C1.0 million in dues receivable, but
lo"lhether- tl-ley \."Iill be r-eceived i'S debatable. The Chief El':ecutive
stated that dormant credit unions in the Upper East have agreed to
pay dues ill arrears in exchange for the appointment of a Field
Officer. However, whether thi.s trend will ultimately reverse the
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dues problem is uncertain. On the other hand, while dues receivable
were 7.7% of ~urrent assets, it must be said that CUA's current
liabilities are minimal. However, it is clear that CUA cannot cover
its annual operating costs under-the current circumstances.

To increase dues and fees will be a difficult policy to implement.
Assuming 157 credit unions are functioning in Ghana, average
incremental fees to cover the 1987 cumulative deficit would be
50~363 per branch. While reserves were not reported except in
Brong-Aha-fo, it is lilt:ely that balancing the bLldget would eraSE' the
movement's collective reserves. A better approach would be to
charqe all individuals a C130 one-time fee. This~ in turn, would
shore up the CUA's operations to improve service levels.

Another possibility is to cut costs. While there is undoubtedly
waste, to cut salaries is to reduce the level of currently
uflsatisfactory skills that are needed to operate credit unions on a
well-managed basis. The Chief Executive claims that the inability
to provide better compensation has hindered the CUA's ability to
hire more skilled professionals. As with the formal financial
sector, for credit unions to become viable and have a major impact
on rural finance~ they will need to be recapitalized~ with intensive
efforts to improve skill levels, bookkeeping and accounting
standards, data processing and analysis, and managerial efficiency
as essential counterparts. Without recapitalization~ the CUA's
equity will be reduced to zero in less than five years at current
rates. Likewise, without more efficient operations, the credit
unions will not receive a broader range of support serv~ces from the
CUA to help with their efforts. Increased fees and regular payment
by cl-edit unions ~'JOuld help, but ~'Ihethe,- they \"'Iill comply is
questionable.

I. Summary: While credit unions have not had a major impact on
rural finance. there are regions where they not only operate
successfully, but (and partially due to this) are the only financial
institution that is viable. This is primarily in the Upper West
Reqion. In other cases, such as in Brong-Ahafo and Ashanti, they
have succeeded despite the presence of banks. In the most populous
region of Greater Accra, they have managed to attract savings
without loan portfolios rising to imprudent levels. These elements
of success point to the credit unions having an important role to
play in rural finance~ particularly as low-cost operators in areas
where banks are unwilling to commit overhead for the mobilization of
deposits and production of loans •

The credit unions represent the most viable "semi-formal" linlc in
the chain of rural finance, from individuals without acceSs to
financial services except from family, friends, moneylenders~ susu~

etc., to the formal financial sector itself. As credit unions place
their deposits with the banles, their existence indirectly increases
levels of forma! financial intermediation. However, because they are
based on common bonds, democratic principles, conservative risk
profiles and low transactions costs, they constitute an institution
in which s~eptical and uneducated people can have confidence. The
importance of this feature within a broader context of devising
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integrated programs of input supply, credit~ extension and training~

and marlceting to improve the lot of small-scale farmers cannot be
overstated •

To make th~ credit unions assume their proper role in the
restructuring of the nation's financial sector and economy, efforts
will have to concentrate primarily on training and logistical
support. Higher quality staff with greater experience in finance,
accounting and business management will be essential. The current
Chief Executive of the CUA is committed to this approach, and has
already begun to take steps in this direction. Improved information
retrieval, data processing and information dissemination will be
essential to ttle Field Officers' and CUA's collective abilities to
reach members on as local a basis as possible. Once again, current
trends show the CUA is committed to inculcating the credit union
movement witll a strong commitment to education and training. This
is reflected as well in recent decisions implemented by the Chief
Executive.

Nevertheless~ even with improvements in the head office operation~

logistical support in the form of vehicles (i.e., motorbikes) will
be needed to make contact between Field Officers~ accountants, and
other CUA officials more frequent with local members. Until this
occurs, it is likely that the credit union movement will not be able
to expand unless organized on a purely grassroots level. Even here,
however~ limited skills in management and bookkeeping suggest the
need for assistance without disrupting what is conceptually a
decentralized financial institution.

While the cllallenges currently faced are difficult, they do not
appear to be nearly as severe as those of the formal financial
sector. Credit unions are generally risk-averse and
service-oriented on a localized basis. With an organizational
framework already established, the credit unions offer an excellent
opportunity to increase levels of financial intermediation, linl,
financial with non-financial institutions in a more inteqrated
model for rural development, and establish a community-based program
in which the viability of an investment has with it the feature of
equity and local initiative.
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Annex VII-l

GHANA CO-OPERATrVE CREOrT UNrONS ASSOCrATrON (CUA) LTD.
EOUCATrON PLAN: 1988-1990

GENERAL LEAOERSHrp COURSE (1 Oay)
Participants: Chairpersons, Secretaries and Treasurers

Course Content
Co-operativE Principles
The Credit Union Structure in Ghana
Human Relations
General Principles of Management
Duties of the Various Credit Union Committees
Current Trends in the Credit Union movement.

GENERAL EUSINESS COURSE (5 Days Residential)
Participants: Secretaries and Treasurers

Courc.e Content
Co-operative Principles
General Principles of Management
Duties of the Various Credit Union Committees
BODkl~eeping

Loan Administration (including Central Finance)
Techniques of Gathering Statistics
Co-operative Societies Decree
Society Model bye-laws
FE 51~ t'lanage/flET.t

MEMBER EDUCATION DAY (1 Day)
Participants: Members of a Specific Society

Course Content
Co-operative Principles
The Credit Union structure in Ghana
Human Relations
The Society's Eye-Laws
Loan Procedures
Ri sk t'lanagement

NOTE
The execution of this education plan for the stated period shall
be at district and/or regional levels, whichever is most
appropriate. It may be considered necessary to hold one or two
courses at the national level.
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AnilE! YII-2

GHANA CO-OrERATIVE CREDIT UNIONS ASSOCIATION: JUNE 1987

BEST AVAILABLE COpy
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CONSOLIDATED CREDIT UNION ASSOCIATION
INCOME AND EXPENDITURE: JUNE 1987

Income:

Annex VII-3

;
.... ;

" ,

': !

"" I,

," "

T,-easury Bi lIs
Rent
Rabobank G,-ants
Sales
Interest
Other

Total

Expenses:

Salaries
Dep,-eciation
Interest Paid
Repairs/Maintenance
Other

Total

Net Def ici t
Previous Years' Deficits

Total Deficit
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903,933
889,743
799,037
~IOO,816

387,497
:!',7 , 22()

3,518,246

2,512,526
1,995,460

865.583
369,622

1, ~t22,503

7,265,694

(3,747,448)
(4,159,480)

(7,906,928)



CONSOLIDATED CREDIT UNION ASSOCIATION
BALANCE SHEET: JUNE 1987

ASSETS:

Cash

Annex Vll-4

Current Bank Accounts
Petty Cash
Investments
Total Cash

Loans

Accts. Receivable
Dues Receivable
Interest Receivable
Other
Total Receivables

Stock-in-Trade

Net Fixed Assets
Land and Buildings
Automotive
Equipment
Total Net Fixed Assets

Total Assets

LIABILITIES:

f'1ember Savings
Accounts Payable
Endowment Fund
Other

Total Liabilities

EQUITY:

Fixed Asset Account
Capital Grants
Other
Deficit

Total Equity
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2 ~ 655 ~ 99()
4~582

4~145~()00

980~497

608~108
45~999

14~886~500

2~223~334

900~000

6~805,572

3~761~059

1,634,604

60,696

18 , 0()9 , 834

10,928,131
1,367,001

686,121
163,680

13,144,933

21,415~383

2,893~172

1,266,205
(7~906~928)

17,667,832
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VI I I • THE ROLE OF SUSU AND MONEYLENDERS

A. Introduction: The susu system and moneylenders are the
dominant informal financial institutions in Ghana, with susu common
in rural marketplaces and urban settings, and moneylenders prominent
at the village, town and city levels. ]n rural areas in particular,
susu men and moneylenders provide reliable services that encourage
trust and confidence among their customers, thus reducing the
transactions costs that are so characteristic of the banl(ing system.
The strength of these longstanding institutions is such that the
banks, credit unions and insurance companies might consider
accommodating them rather than attempting to supplant them. Even in
urban areas where moneylenders are viewed as usurious loan sharks,
transactions costs are low due to easy borrowing procedures, ready
cash and a general lack of formality.

To integrate these resources into the banking system, and to do so
at minimal cost, the banks should look to supply these groups with
effective services (i.e., safe store for deposits, easy and fast
withdrawal procedures, investment advice, etc.) rather than
competing with them. The ADE is accommodating the only registered
susu association (the Greater Accra Susu Collectors Association; see
Appendix V]]I-l) with adequate and convenient services. This is a
positive trend that may increase levels of formal financial sector
intermediation as susu collectors become increasingly organized.

For formal institutions to compete directly with susu will likely
not be successful. The State Insurance Corporation has apparently
tried to organize its own susu collection system at markets, with
savings returned after a full year. However, this has not been
successful, and it is lil(ely that formal financial institutions will
be unable to master the susu practice or breal( the solidarity of the
participants.

B. Susu: There are two general types of susu systems, with
overlap between the two: susu collection and rotating savings.
These savings associations are generally located in urban and rural
market settings, and their impact on the small-scale farmer is

-difficult to determine as subsistence farmers generally produce
limited (if any) surpluses and are often unable to save. The
following highlights key aspects of the two systems:

; .~
.".J

.,
: :l

...

....
; !.

i ) Susu Collection: The susu collection system is prominent
with merchants, craftsmen and market traders, and appears to
be of greater economic significance than rotating savings.
Susu men (collectors) visit shops, workplaces and markets at
fixed times on a daily basis to collect funds for the savings
plan. Once the transaction is completed, which usually takes
only a matter of seconds, the susu man marks off the deposit
on a card which is a sign of the depositor having met his/her
daily obligation. For illiterate savers, this is a simple and
understandable method •
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The plan involves daily collections for the full month, with
a full month's savings returned to the saver at the end of
the month. The susu man receives his compensation on the
first day of each month, equivalent to one full day's
collection. Thus, people who save with the susu men actually
receive less at the end of the month than they have
deposited, showing that nominal or real interest rates are
imrnatel-ial.

People are willing to accept a nominal decrease in their
savings in exchange for service. Because the susu man is
punctual and processes transactions quickly, customers can
plan out their day with certainty that the susu man will
arrive on time. In markets, the fact that the susu man comes
to the customer is indispensable as traders-cannot leave
their wares. The susu man works every day, even on holidays,
reinforcing his sense of dependability and trustworthiness to
his customers.

The basic reason for saving with the susu man is to forego
immediate consumption for future investment. As people who
are in a position to save are often pressured by relatives
and friends to lend or give money to them, the people
utilizing the susu system find it useful to shelter those
funds with a susu man to prevent cash outflows that might
undermine the saver's business or prevent the saver frpm
making an intended purchase at a later date •

In addition, as susu men also engage in rotating savings
plans, savers sometimes use the susu man to invest some or

'all of their savings into a rotating savings plan (discussed
below). The system is flexible, and offers the daily saver
an opportunity to increase savings and lump sum payments for
consumption or investment. In fact, the nominal sum of money
decreases, but safety, service and the periodic aggregation
of funds provides the saver with a sense of security that
would be difficult to achieve otherwise.

Because the susu man bases his business on service and trust,
he is also flexible in meeting customers' liquidity needs.
If a customer needs to withdraw savings before the end of the
month, the susu man will usually permit that on the condition
that savings are "repaid" by the end of the month. In this
sense, participation in a savings plan provides a credit
feature in the form of advances that would probably be
unavailable when needed from a bank. The incentive to the
susu man is increased fee income and greater loyalty from the
customer.

ii) Rotating Savings: The rotating savings system, indigenous to
Ghana, is not as common as the susu collection system. This
plan is practiced by craftsmen in urban sites and junior
officers in _. Government departments, and is based on trust
among friends and colleagues •
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While the susu collection system is performed on a daily
basis~ the rotating savings system is done over longer
periods. A typical example of rotating savings is a group of
colleagues at a Government office who are paid once a month~

placing an agreed amount of savings into the system within a
few days of- payment. The system operates on the basis of
trust~ with the number of months equal to the number of
participants (i.e.~ 10). The group randomly selects the
month in which each individual will receive the full lump
sum. Once every individual has rotated, the group has the
option of continuing, expanding, contracting or disbanding.

The benefits of such a group are similar to those of the
daily susu collection system. Individuals apportion some of
their compensation towards savings for future investment and
consumption. When the lump sum is received, it is possible
to make a large purchase that otherwise would be difficult to
make. In the event that a person is the last to receive the
lump sum, he has no further obligations to the group and can
dispose of his funds freely.

Every system has its risks. In the case of susu men, there
have been instances of these people fle~ing with others'
funds. In the case of rotating savings associations, this
too has happened. In the event that a member absconds with a
group's funds, the difference is made up on a proportional
basis each month so as to not jeopardize those who have yet
to receive their lump sums.

The Government attempted to ban susu in earlier years, largely
because of the number of people in operation who were dishonest.
However, recognizing the strength of the institution, it has now
chosen to license and regulate it. Susu men are supposed to
register with the Government to be in practice. The Greater Accra
Susu Collectors Association is registered with the Ghana Cooperative
Credit Union Association, and therefore has a surface relationship
with the Department of Cooperatives. However~ given the
individualistic nature of the enterprise, susu collectors in other
towns have yet to register, and this will likely take time.

C. Moneylenders: While susu is found primarily in urban centers
and rural markets~ moneylenders are found in the villages as well as
towns and cities. Of the 14 Rural Banks surveyed for this study~

the managers or staff we spoke with felt that moneylenders met 20%
of small-scale farmers' needs. They also felt that rural
moneylenders tended to prefer the financing of trading and fisheries
activities, as these generally led to prompt repayment. The
financing of trade in urban areas appears to be the most common
form of credit allocation by moneylenders.

The difference between moneylenders and susu is the difference in
perception at the various levels. Susu are universally viewed as a
favorable institution which promotes thrift and planning~ with
commendable service levels that take into account customer needs.
The emphasis here is on savings and its associated benefits, and the
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institution.

service 01 the individuals representing the

The view of moneylenders is not nearly so universal. In the
villages, where susu are virtually non-e~istent, the moneylender is
sometimes a relative or friend who is perceived as helping family or
neighbors during difficult times. While interest rates are high,
repayment periods can be flexible, formalities are kept to a
minimum, and the transaction is J~ept private. The agreement is that
the borrower will be honest and willingly repay, obviating the need
for the moneylender to apply social pressure. It is uncertain if
borrowing from a moneylender in a village carries a social stigma.
What appears to be most stigmatic is the borrower's unwillingness or
inability to repay.

This is not to say that moneylenders are universally praised. In
some cases, the moneylender is dishonest, claiming that a borrower
did not repay on time, and that a penalty on top of principal and
interest is owed. The degree to which this view is held in villages
is difficult to determine, although it is less pervasive than in the
cities.

In some cases, the moneylender is a market woman who pre-finances a
farmer's operations, receiving payment in-kind and selling the
produce in the market. These moneylenders are not always
appreciated, and are utilized only because farmers may lacl~ the
funds needed for maintenance, land preparation and planting. More
than once, market women have been accused 01 demanding higher
in-kind payments from farmers, as well as profiting substantially
from the farmer's output without the farmer earning enough return to
lower his costs for the next season.

Perceptions of moneylenders in the towns and urban areas,
particular-ly the larger cities, are very negative. Moneylenders are
considered greedy, depersonalized and ruthless. Borrowers tend to
go to moneylenders to facilitate trading activities, and repayment
terms are strict. If a borrower fails to repay, the lender will
often resort to legal methods (courts, CDR's, etc.) to effect full
repayment. There is no question that in urban areas, a stigma is
attached to the institution as well as to the borrower.

As small-scale farmers are usually unserved by banks, credit unions
and susu, their only alternatives are to family, friends and
moneylenders. Clearly there are constraints concerning family and
friends, usually lack of funds to lend out or keeping funds at home
for future needs. This is not to say extended families and friends
do not provide money, because they clearly do. However, these are
not always dependable sources for funding. Particularly at planting
time, most farmers' relatives and friends are also farmers with the
same capital needs. As such, they cannot borrow from each other,
and instead go to the moneylender. The moneylender is sometimes a
larger farmer who understands the plight of the subsistence farmer.
When he acts in a manner that is viewed as helpful, the perception
is favorable. However, when a moneylender attempts to change the
terms of trade, harass the borrower, seize large portions of a
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farmer's output or otherwise humiliate that person in the eyes of
the community, the public image of the moneylender is clearly
negative. This has occurred with market women.

There are two facts that are common to the moneylending institution
in both rural and urban areas: interest rates and repayment rates
are high. Interest rates are far higher than banlc rates, presumably
to compensate for risk and foregone investment. This is
particularly the rationale in urban areas where risk is higher and
investment opportunities more numerous.

Repayment rates are close to 100% for different reasons. In rural
areas, the social fabric of the closely-knit community makes it a
point of honor to repay according to terms. The social pressure for
not honoring obligations serves as a deterrent to default. In
addition, in the event of default, the assets of family members are
often used as substitute repayment, shifting the rislc to the family
and away from the moneylender. In most cases, the moneylender will
only provide funds to people he knows are fully capable of repaying.
Thus, by knowing his customers well and using social pressure, the
rural moneylender rarely loses money.

In the urban areas the methods of repayment are strict. Terms are
fixed from the outset. If a borrower fails to repay, assets are
seized. Ii it becomes difficult to effect repayment in cash or
in-kind, the moneylender will use law enforcement agencies to force
repayment and/ol- to punish the defaulter. There is no illusion of
what the moneylender will do to recoup his funds. The result is that
the urban moneylender's repayment is also nearly 100%, although
there is always the risk of a person fleeing the city with funds.
This risk appears to be much less in smaller villages.

D. Summary: The key advantages of susu and moneylenders over the
formal and semi-formal (credit unions) financial institutions relate
to service and convenience. Susu and moneylenders represent limited
transactions costs, and both rural and urban consumers are willing
to forego higher financial rewards or lower costs in exchange for
these services. The implication is that banks must improve service

- levels to attract funds that otherwise go to or come from susu and
moneylenders.

As the informal sector is mobile and without overhead, the formal
sector should regard these institutions as informal linlcs that could
be accommodated. Rather than banks attempting to replicate susu,
they should make an effort to utilize susu mobility by providing it
with services befitting a large depositor. As deposits would be in
the susu man's account, interest income paid monthly could accrue to
him, supplementing the service fees he derives from his customers.
A special effort at the end 6f the month by banks to promptly
provide the susu man with the savings he needs to return to his
customers, with all paperworlc and other formalities prepared in
advance, would improve the chances of obtaining his loyalty.

While moneylenders are not likely to be brought into the system as
such, changes in banl( policy charging higher rates of interest for
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loans (while reducing the myriad service fees for which customers
receive little service) would generate more interest income~ making
it possible for the banks to increase deposit rates. This may have
little effect in rural areas~ but higher deposit rates may turn out
to be effective in attracting excess moneylender balances in the
urban areas when inflation is brought under control and financial
assets more effectively compete with physical assets.

The best opportunity for the formal sector to attract non-formal
deposits is to accommodate the susu with better service. In this
manner~ the banlcs could capitalize on the susu's mobility without
having to commit excessive overhead.
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THE GREATER ACCRA SUSU COLLECTORS SOCIETY

The Greater Accra Susu Collectors Society (GASCS), registered in
1987 with the Department of Cooperatives, is the first registered
society of susu collectors in Ghana. Membership in mid-1988
approximated 300. Efforts are underway to organize susu collectors
in other areas, most notably Kumasi, Takoradi and other regional
capitals in the southern part of the country.

Members join the society by paying a C2,OOO entrance fee and
investing an additional C2,OOO in share capital. The primary
function of the GASCS is to operate a central fund in which the susu
collectors deposit their collections on a daily basis. The GASCS
then deposits the funds with the ADS at Kaneshie, with a check
written out to the collector at the end of the month for his
commission plus disbursement to his customers. At the end of the
year, the GASCS is supposed to dividend its surplus income
(including interest income accrued from deposits) back to the
collectors.

There is no reason why
for banking services
GASCS facilitates the
effectively reducing
costs ..

individual susu collectors could not arrange
themselves. However~ the central fund of the
process by providing economies of scale~

the individual susu collector's transactions

. . ,

The GASCS has also established a credit scheme out of its central
fund. The susu colle~tor can draw on these funds for short-term
advances~ with the susu man lending the funds out and closely
monitoring the use of those funds. Credit to date has been most
commonly used to pre-finance market women who trade in palm oil and
distilled spirits. Theoretically~ principal and interest are paid
into the central fund~ with the surplus dividended bac'r. to the
membership at year end. In practice~ however, it is likely. that the
susu collectors keep a part of the interest charge as a typ~ of
commission.

The existence of the GASCS is interesting from several perspectives.
After the Government once attempted to ban the susu practice, it has
accepted susu's importance and is now attempting to institutionalize
it. The society constitutes a first step in this direction.

The activity of the society is based on its central fund~ applying
the traditional susu practices of collection~ rotating savings and
short-term advances on a more concentrated scale to reduce
transactions costs. This should provide the susu collectors with
greater clout in performing their roles as financial intermediaries.
The most likely example of exercising that clout is providing
increasingly large"' credits from the central fund that should
generate greater interest income~ ultimately boosting the
shareholder's dividend at year end. The personalized and frequent
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contact the susu man has with his customers should provide the GASeS
with better monitoring capabilities than any of the formal financial
institutions. Based on those monitoring capabilities, and given the
emphasis of their loans on trading activities (with quicJ~ turnover
and cash flow generation), repayment rates should approximate 100%.

One last consideration is the role of linkage between the formal and
non-formal financial sectors. The ADB is providing the susu
collectors with safekeeping and, to date, adequate service levels.
In exchange for those simple procedures, the ADB benefits from the
GASeS's deposits with minimal costs incurred. The account is simple
to operate and entails little worJ~. In the past, much of this money
stayed outside the ban'~ing system because of transactions costs.
However, with susu collectors now beginning to organize, they should
be able to derive equal or greater benefits from traditional
practices while the banJ~ing system is able to attract increased
deposits (primarily current accounts). Thus, formal financial
intermediation levels are raised without committing incremental
overhead or sacrificing traditional non-formal practices.
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IX. NON-GOVERNMENTAL ORGANISATIONS (NGO)

A. Introduction: NGO's are private voluntary organisations that
attempt to provide humanitarian assistance in both developed and
developing countries in the form of health care, family planning,
nutrition, food aid, famine relief, infrastructure development,
management training, and a series of other activities intended to
promote economic development and improved living standards.

Past development efforts by Governments in collaboration with
multilateral and bilateral agencies have not succeeded in
eliminating the severe poverty and disease that continue to afflict
many countries of the world. In certain cases, programs and
policies have worsened conditions. The Economic Recovery Programme
has been designed to rectify problems inherited from previous
Governments, and NGO's are projected to have an important role to
play.

NGO's offer material, technical and managerial assistance at
community levels to reverse the conditions of poverty facing many
societies. They have become increasingly results-oriented in Ghana,
especially since 1986 when many NGO'ssignificantly re-designed
their programmes to emphasize training and development to contribute
to the development of sustainable and viable institutions.

B. Origins and Types: Initially, most NGO's came to Ghana
from the developed countries (U.S. and Europe) as disaster relief
agencies. Later on, as more social sector development to provide
basic health and education needs became their concern, other NGO's
entered Ghana, including from Asia. Over the past decade, income
generation has become a central focus of many NGO's. NGO's of
foreign origin have been joined by indigenous NGO's which are
organized at local, district, regional and national levels. Some
of these local NGO's assume basic responsibility for leading the
development process in poorer communities, although their number
and influence are currently limited.

The Ghana Association of Private Voluntary Organisations in
Development (GAPVOD) was established in 1980 by a group of NGO's
active in Ghana to provide services to members, coordinate their
activities and provide a liaison between members, the Government and
the business community. Although past performance has been weak
with little active input from its members, GAPVOD has recently taken
moves to strengthen its capabilities and promote NGO participation
in PAMSCAD (discussed in Section IX-F).

C. Motivation and Focus: NGO's are primarily motivated on
humanitarian grounds to support peoples' efforts to alleviate social
and economic hardships such as infant mortality, malnutrition,
disease, poor health care, economic and infrastructure
deterioration, and declining quality of education and social
services. NGO's also attempt to establish institutions that respond
to the needs of the poor within their own capacities and which are
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based on local initiative. While some NGD's are donor
organizations, most apply principles 01 sel1-reliance in varying
degrees to encourage communities to overcome these problems. With
the growing perception that traditional 10reign aid allocations have
not succeeded -in alleviating poverty, hunger and disease, NGD
e110rts are receiving increasing recognition and support.

D. Activities: In Ghana, the activities 01 NGD's cover all 10
regions 01 the country. Where o11ices are not maintained because 01
communication and other logistical problems, contact representation
o1ten exists. The Northern and Upper Regions, where conditions are
harshest and resources are most laclcing, receive the bulk 01 their
assistance 1rom religious NGO's. Prominent among these are the
Catholic Secretariat, World Vision International and the Christian
Council 01 Ghana, who provide assistance in the 10rm 01 relie1
services, 100d and nutrition, health care and immunization, and
agricultural and cottage industry development.

Throughout the entire country, NGD's are active in water,
sanitation, health care and other areas 01 social in1rastructure
development. In some areas, people would be lacking health services
entirely were it not 10r the involvement 01 NGO's which have o1ten
iiI led a vacuum which previous Government's were unable or unwilling
to 1ill."

The drought 01 1982/1983 and the repatriation 01 over one million
Ghanaians resident in Nigeria widened the dimension 01 the social
and economic support needs 01 the country. NGD's such as the
Christian Council 01 Ghana and the World Council 01 Churches set
up the Churches Relie1 Operations. Massive international aid was
mobilised to lessen the hardship caused by the drought. By July
1985, Protestant church-a11iliated operations were reorganized to
10cus on improving the condition 01 the national in1rastructure,
prompting the 1ormation 01 the Committee 01 Churches Participation
in Development (CCPD).

While many NGO's have engaged in 1amine relie1 and developing
Ghana's social in1rastructure, some NGO's have 10cussed more
sharply on speci1ic sectors and activities. These include Global
2000, which is concentrating on increased cereal production and
eradicating guinea worm, and Technoserve, Inc., whose primary
10cus is on enterprise development. Such 10cussed NGD's usually
have more specialized personnel, can more o1ten be 10und operating
at the institutional level, and can be instrumental in in11uencing
the development 01 national policy.

From the list 01 31 NGO's attached as Annex lX-1, the major activity
classi1ications are: Agriculture (25), Health (22), Education (21)
and Humanitarian Aid and Relie1 (12).

E. NGO - Government Relat~onships: Unlike NGO's in many Latin
American countries, NGO's in Ghana have not traditionally 1unctioned
in opposition to the Government, largely because 01 the
complementary role they play and greater Government need 10r their
assistance. Given the 1ield experience and long-term commitments
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demonstrated by most NGO's, coupled with inadequate skill levels in
Ghana's public sector, their role in Ghana's economic development
may increase in importance.

Twelve NGO's listed in Annex lX-l claimed to be involved in general
development policy and planning formulation. World Vision's budget
is incorporated into the nation's annual budget under Rural
Development Projects. Other NGO donations such as those of Catholic
Relief Services may also be factored in, although this has not been
verified in the course of our study.

It is likely that NGO's will have increasingly more impact at the
policy level given their anticipated role in PAMSCAD, and possible
use by multilateral agencies such as the World Bank and FAO in the
implementation of long-term projects. The positive results produced
from successful p~ograms will directly influence Government
approaches in priority secto~s. Global 2000's accomplishments in
cereal production are the best example to date.

The indigenous NGO's should be in a position to bring alternative
policies to the attention of the Government as the ERP's ultimate
objective is economic stability, self-sufficiency and increased
self-reliance. However, many local NGO's are poorly organised and
managed, limiting their impact in current policy debates.

F. PAMSCAD: As the Government pursues its Economic Recovery
Programme, effectively restructuring the economy in a manner that
promotes increasing competition and efficiency, it has recognized
the need to address near-term hardships that will affect many of
the rural and urban poor. The manifestation of its concern is
documented in PAMSCAD, or the Programme to Mitigate the Social
Costs of Adjustment.

Many PAMSCAD projects are consistent with the projects normally
undertaken by NGO's engaged in enterprise and infrastructure
development. These include community-based projects that call for
outside assistance, but involve local initiative in the
identification and implementation of programs to rehabilitate and
construct facilities that will offer education, health, employment,
income and an improved standard of living. For many PAMSCAD
activities, funds will be transferred from the Ministry of Finance
and Economic Planning (MFEP) to district councils. This is designed
to encourage a decentralization of procedures in development
planning and implementation. The councils will then appraise the
projects proposed by the co"~unities, and disburse funds to the
projects that satisfy predetermined criteria.

Grassroots NGO'sand NGO's with expertise in accounting, management
and training will be expected to participate at various levels in
the identification and implementation of PAMSCAD projects.
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B. NBO Involvement in Rural Credit: NGO involvement in rural
credit has been limited~ either due to past experiences in which
credit was improperly administered~ allocated and used~ or because
the iocus was geared to other goals. In other cases~ NGO's have
simply not been successiul in credit delivery programs. The
Presbyterian 'Church and Catholic Church~ each respectively
administering the FAD's People's Participation Project in the
Eastern and Brong-Ahaio Regions~ have apparently achieved very low
repayment rates (see Appendix IX-4). Other NGO's simply will not
intervene due to past experiences.

In other cases, credit allocation has been successiul in achieving
larger goals, such as with Global 2000's yield increases and high
repayment rates. Technoserve~ which is collaborating with Global
2000 to establish pilot agricultural service cooperatives ior the
provision oi inputs and credit to small-scale iarmers on a
sustainable basis~ has had considerable experience in the iield oi
credit in other countries~ most notably the Savings and Credit
movement in Kenya. While most NGO's have limited involvement in
credit schemes~ it appears that many could play useiul roles in the
implementation oi well-designed and coordinated credit programs.

Briei proiiles oi selected NGO's and their involvement in credit and
non-credit programs are attached as Appendices IX 1-8 •.
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General Husan- Social
Dev. Trans. Int. HUlan itarian Condi- Science •Average Annua
Policy &: National Agri- Indus- and Trade II Popula- Re-Sett Educa- Esploy- Aid II tion ! CuI- &: E:pendi ture c

AGENCIES Planning Resource culture try Coal. Finance tion lesent Health ticn lent Relief Equity ture Tech. Developaent
-------- -------- -------- ------ ----- -----

USS

Fed2ration of Ghana
Business and
Professional Women X X X X X X " ,,I."'.

Ghana Organization
of Voluntary
Assistance X X 50,OOO.ljO

Ghana Association of·
Private Voluntary
Organization in
Oevelop!!lent

n.a.
Shana Rural Reconst-
ruction Movement X X X X 16,666.70

Grace Fellowship
Incorporated X X X 20,000.00

~:onrad Adenauer
Foundation n.a.

l1ayday Rural Clinic
Project X X X X X X 26,666.7

Meals for l1i!lions X 164,000.00

National Catholic
Secretariat X X
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General Hu!an- Sodal
Dev. Trans. Int. HUlan itarian Condi- e: • Average Annualv[lem: E!

Policy I: National Agri- Indus- and Trade I: Popula- Re-Sett Educa- Elploy- Aid &: tion I: Cul- l: Expenditure on
AGENCIES Planning Resource culture try Cell. Finance tion lelent Health tion lent Relief Equity ture Tech. Developlent
-------- ------- -------- ------ ------ ---------

USS)

Union of West
African Citizens Y- n.a.

World Vision X X X X 3,800,000.00

Voluntary Workcamp for
Com~unity Development X n. a.

Young WOllen's
Christian
Association X X X 2,660.50

Source: UNDP, 'Preliminary Directory of National and International NSGs involved in
development activities in Ghana I July 1987 Pp. 44-46.



Appendix IX-l

GLOBAL 2000

Introduction: Global 2000 began work in Ghana in late 1986. The
organization's iocus in Ghana is in two areas oi development:

i) agricultural production~

sorghum~ although millet
future; and

~.... i th
and

an emphasis on maize and
rice may be included in the

ii) health care~ with a concentration on eradicating guinea worm.

"

. ,
,

The agricultural program is iunded by the Sasakawa Peace Foundation~

while the health program is funded by the Bank oi Credit and
Commerce International. The BCCI recently provided a C20 million
grant to the government to iinance Global 2000 agricultural
activities. Along with Ghana~ Global's work is being carried out in
Zambia~ the Sudan~ Nigeria~ India~ Pakistan and China.

Staiied with specialists in sorghum breeding~ maize breeding and
soil science~ Global 2000's agricultural program now has projects
in all 10 regions oi Ghana. It is estimated that in 1988~ Global
will have directly or indirectly had an impact on lOX oi the rural
population.

Global 2000'~ Objectives and Approach: The central objective oi
Global 2000's agricultural program is to increase cereal production
through the introduction oi higher-yielding input packages. A
Production Test Plot (PTP) on a particip'ating iarmer's own land is
used as the vehicle ior education and demonstration~ involving
clusters oi roughly 10 iarmers during a season. Global works with
the Ministry oi Agriculture through Regional Agricultural Oiiicers
and their subordinates to provide extension services necessary ior
improvements in yields. Assuming timely delivery oi appropriate
input packages~ proper planting~ maintenance and harvesting
techniques, and iavorable rainiall distribution~ Global believes
farmers' output can meet consumption needs and generate surpluses
ior input repayment and additional consumption~ savings or
investment.

Global's technological pacl(ages comprise improved seed varieties.
appropriate iertilizers, extension services to ensure good cultural
practices and timely iield operations in accordance with the
Ministry oi Agriculture's recommendations. In Ghana, all iour oi
these areas have served as constraints to increased iood production.
Appropriate iertilizers have oiten arrived in the countryside aiter
the planting season due to ioreign exchange scarcity~ inadequate
storage capacity~ the unwillingness oi transporters to haul these
stocks at Government rates~ or general managerial ineptitude iri

-279-



handling logistics. Seed varieties, locally produced, have often
been of low quality or improperly stored. Field operations,
likewise, have not always been well coordinated due to the
uncertainty of input supplies, lack of credit or other means by
which to pay lqbor for maintenance, erratic rainfall and emigration
of young laborers to the urban areas and other countries. Given all
of these constraints, it is Global's belief that the technological
packages themselves must be demonstrably higher-yielding to provide
incentives to the farmer for adoption.

The Production Test Plot: To achieve its objectives Global uses the
PTP as an experimental plot where the farmer and his peers contrast
the new pacl~age and techniques with traditional methods. The average
PTP is roughly one hectare. The input package is applied to half of
this, and the other half is cultivated by the farmer using his
traditional technology. Any small-scale farmer who has land that is
visible and accessible and has not participated in previous on-farm
production trials meets Global's criteria for the PTP. W{th an
improved technological pacl~age and appropriate farming practices,
Global believes the difference in yields will gain the farmers'
confidence and create a multiplier effect for future planting
seasons. The evidence bears this out as the number of PTP's
increased from 40 in 1986 to about 1,600 in 1987; 1988 estimates
approximate 19,000.

As Global has a very limited staff, its worl~ necessarily involves
wor'~ing with .the Ministry of Agriculture at regional levels. With
three scientists coordinating field work in all 10 regions, Global's
scientists are charged with training extension staff, arranging
funds for inputs, providing vehicles for extension service mobility,
and monitoring and evaluating technology. The last function I~eeps

the scientists in direct contact with the farmers.

Extension workers are responsible for selecting PTP farmers, making
inputs available, demonstrating appropriate fertilizer application
and planting techniques, collecting payments from farmers for
inputs, collecting yield data and helping farmers organize block
farms. While this approach helps to integrate the Ministry of
Agriculture into the plan and train district level people, Global
has acl~nowledged that some of the responsibilities are actually a
burden to extension workers and take them away from their
specializations. For instance, the provision of inputs could be
handled more efficiently by private distribution companies with
their own networl~ of depots, vehicles and logistical support.
Likewise, a more efficient banking system should be able to develop
a loan collection scheme rather than having extension worl~ers

function as unofficial collection agents. Both of these
institutional weaknesses need to be addressed to promote
agricultural production. It is expected that the privatization of
input companies will play an important role in increasing the supply
and improving the distribution of fertilizers, seeds, etc. However,
it is not yet clear what measures (if any) w~l be made available
under the financial restructuring package of the World Bank to
incentivize local banks to playa greater role in providing credit
to the agricultural sector.
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Production Test Plot Results: Global has been successiul at
introducing improved pacl(ages to a steadily increasing number oi
iarmers, achieving input credit repayments (equivalent to principal)
at a 90-100% rate. This is due to the impressive increase in maize
and sorghum yields which have convinced iarmers that the approach
works and generates enough output to repay inputs and still have a
comiortable surplus. The iollowing charts highlight incremental
maize and sorghum yields on PTP's compared to traditional methods:

MAIZE

Region Year
Sample
Plots

Incremental
Increase (%)

Northern 1986 20 88.0
Northern 1987 70 84.6
Ashanti 1987 26 138.5
Brong-Ahaio 1987 23 133.3
Eastern 1987 30 145.5
Central 1987 20 92.9

SORGHUM

Region

Upper West
Upper West

Year

1986
1987

Sample
Plots

18
103

Incremental
Increase (%)

819.2
613.9

The dramatic increase in sorghum yields is especially remarkable
as it was achieved using selected traditional seed. Incremental
maize production increased less dramatically, but Global believes
the traditional maize pacl,ages available to iarmers in the past
have generally been better than the traditional sorghum pacl,ages.

Two indications of iarmer acceptance have been used as a success
measure by Global. One is the repeat application oi production
technologies aiter the one-year PTP demonstration has concluded. In
the Northern Region, all 20 maize plots irom the original 1986 PTP's
repeated the prescribed practices. Of the original 20 sorghum
PTP's, 17 of 20 repeated, with the other three not complying due to
death, illness and departure irom the town.

Another indicator oi success relates to the recovery rate oi input
costs. Given that loan repayments to the banks irom iarmers tend to
be low. Global views a high recovery rate as reilecting improved
profitability from higher yields, as well as the average iarmer's
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desire to repay a debt to avoid social stigma. Reports from around
the country indicate repayment rates of between 90-100%. Although
these constitute only principal repayment~ and do not include
transport subsidies~ the feeling is that higher yields offer enough
surplus to make,the farmers nearly 100% creditworthy. In some
cases~ input repayment needs to be rescheduled~ but these are
generally not for long periods. In addition, Global's success in the
Upper West Region, one of the poorest regions in Ghana, has meant
100% recovery.

Summary: Limited as this evidence is, such high repayment rates
suggest that with a more decentralized, integrated, hands-on
management approach, agricultural loans can in fact be recovered at
a rate equal to those in other sectors. Another important point is
that Global's input credit is always in-kind, never in cash form.
This minimizes the chance of diversion, and close supervision
further lessens the chance of the farmer converting inputs to cash.
This may become a problem as input supply activity is privatized and
prices increase, requiring close monitoring. Farmers have also
shown a preference for repaying in-kind, knowing that reduced
supplies drive up prices. As such, farmers tend to repay Global
in-kind, dispose of some of their output for immediate needs, and
sell the rest several months after harvest to capture higher prices.

Global 2000's achievement demonstrates the importance of an
integrated approach to food production. While climatic .and
macroeconomic factors always have a direct influence on agricultural
production and pricing, the following I,ey elements are essential to
achieving increased yields and farmer income:

i) high quality inputs that are readily available on a timely
basis and at affordable prices;

ii) the availability of sufficient
small-scale farmer with the means to
household needs until he is able
liquidate obligations;

cash to provide the
pay labor and meet

to sell off produce to

. ,

iii)

iv)

the availability of in-kind credit to the small-scale farmer
to reduce risk to the bank. Banks and input supply companies
can arrange simple debit and credit' systems, and jointly
monitor creditworthiness of individual farmers. With
computerization, lists can be centralized and stored so that
defaulters are not granted additional credit of any kind
until the original loan is repaid. Likewise, banks and
marketing companies can establish joint debit and credit
systems to handle the repayment side of the equation when
repayment is not in cash.

the option of rescheduling remaining principal repayments for
short durations (i.e., three-si~ months);

v) ongoing education so the farmer continues to use the
available inputs, performs all required maintenance
follows appropriate farming techniques on a timely basis;
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vi)

vii)

close supervision by extension officers (which will require a
substantial increase in commitment from the Ministry of
Agriculture), availability of vehicles to facilitate
extension worker mobility, and strict monitoring by banks to
promote ~gricultural devel~pment to strengthen their credits
and to educate the farmer that repayment is necessary for
future credit; and

construction of additional private storage facilities for the
distribution of inputs by companies, to hold and sell at
higher prices by the farmers, and to facilitate in-kind
payment to marketing companies on behalf of the banks.

. I

.' .:.-;
; ,J

..:

Global's approach demonstrates the important link non-government
organizations can play in promoting a more integrated approach to
small-scale farming and food production. Central to this role, as
with everything else, is not just program design but program
management. With proper coordination and execution, the integrated
approach Global has helped initiate will continue to increase cereal
yields. The on-going ability to manage input supplies, training,
farm practices, marketing and repayment will ultimately determine
the success of Global 2000's initiative.
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Appendix IX-2

TECHNOSERVE, INC. (TNS)

Technoserve, Inc. is a private non-profit organisation formed in
1968 to promote self-reliance, viable community-based enterprises in
rural areas and institutional development in Africa and Latin
America. The resulting benefits to the rural poor are increased
productivity, job creation and income enhancement. TNS achieves
these objectives by providing management, technical assistance and
training to the people of more than 260 communities in ten countries
in Africa and Latin America.

TNS started operating in Ghana in 1972. With 16 years of country
e~perience~ TNS's strategy involves capitalizing on enterprise
development by focussing on selected commodity sectors~ regions and
delivery systems in order to establish models of success for
widespread replication. Oil Palm processing has been selected as a
principal commodity in which cooperatives with appropriate and
locally-sourced technologies can invigorate regional oil palm
markets, raising farmgate prices for producerswh~le offering
profits and jobs for processors. TNS has also been a~tive with
Global 2000 in identifying maize-producing communities that show
considerable local initiative and a demonstrated interest in
developing multi-purpose (input and inventory credit~ marJceting,
etc.) cooperative enterprises. TNS is currently active in seven
regions.in Ghana~ all but the Northern and Upper Regions.

TNS is providing the following services to rural communities in
Ghana:

.". :
i) worJcing with farmers and village groups to identify viable

enterprise opportunities;

ii) playing a catalyst role in the formation of cooperatives
and other organizations in solving economic problems;

iii) providing management and operations support~ including the
development of marJceting~ production and accounting systems;

iv) providing interim management for new enterprises and training
for replacement managers;

v) assisting with the sourcing and arrangement of debt financing
based on appropriate equity; and

.-:.

vi) contributing to local efforts to determine and locate
appropriate technologies for production purposes •

development of sustainable and
be easily replicated with locpl

company is likely to direct more 01
know-how to other groups~ including

TNS will continue to focus on the.,
viable enterprises that can
initiative. In the 1uture~ the
its efforts to transferring
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indigenous organizations, rather than being directly
in the management of a large number of enterprises. When

provide active management, it will be doing so to establish
models that others will be able to replicate and manage.
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In addition to its work in Ghana, TNS has had substantial experience
in promoting financial intermediation and management in the Sudan,
Kenya 0 and Zaire. In the Sudan, Technoserve is currently working
with the Agricultural Banl~ of the Sudan to improve its loan
procedures to facilitate credit flows to farmers in the Kordofan
Region (population: 3.2 million). With greater credit flows,
improved storage capacity and reduced dependence on merchant
moneylenders, farmers are expected to increase production and
incomes.

In Kenya, TNS has long been involved in the financial sector,
primarily the savings and credit movement. Technoserve provided
interim management for the large Harambee Cooperative Savings and
Credit Society to rehabilitate the 46,000 member credit union. From
1977 1981, TNS trained the new management team, developed the
computerized accounting and financial management system, and
increased deposits by 85% to the KS equivalent of $6 million.
Systems designed and introduced by TNS have been maintained, and the
society had 66,000 members and $20 million in deposits in 1987. The
controls introduced by TNS served as the basis for the bookkeeping
manual used by the Kenya"s entire credit union movement. This
manual was ~ritten by Technoserve.

Such work has similarly been replicated by Technoserve ~ith many
credit union operations, including the Reli Cooperative Savings and
Credit Society (Kenya), the apex Kenyan Union Savings and Credit
Cooperatives, the apex Central Union of Savings and Credit
Cooperatives in Zaire and the COOPEC/IDIOFA Credit Union, also in
Zaire.
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Appendix lX-3

NATIONAL CATHOLIC SECRETARIAT (NCS)

The NCS has been involved in the social infrastructural development
of Ghana for decades. Its health care delivery system has been in
place for over 50 years. If not for its clinics, some villages in
Ghana would have had no health care delivery for two decades
(mid-1960"s to mid- 1980"s). Although functioning under the
dioceses, new projects are discussed with the Ministry of Health.
NCS also engages in workshops for women"s development, focussing on
corn-grinding, fish smoking, sewing and literacy. Other community
development activities include advisory services in the planning and
implementation of drainage systems, feeder roads, latrines and
water. It also operates primary and seco~dary schools, teacher
training colleges and technical/vocational schools in all ten
regions of Ghana. Its Department of Socio-economic Development
coordinates the implementation of projects throughout Ghana and
provides funding assistance for them.

Agriculture (including Credit): The Northern and Upper Region
programmes are better organised than those in the south. Due to the
harsh environment of the northern part of the country, the focus is
on improved crop production through increased acreage and improved
methods and seed. Extension services and inputs are provided to
farmers, including bulloc~ ploughs, hoe blades, cutlasses, bicycles,
tubes and improved seeds. Diocesan cooperatives have been set up to
provide credit to farmers in Wa, Tamale and Bolgatanga. The Church
Agricultural Projects Service Centre in Tamale trains farmers
throughout the northern regions in bulloc~ traction.

The southern agricultural programme started only in 1983 after the
drought. A "microfund credit programme» has been set up to provide
inputs to farmers. Using the Nigerian returnees as pioneers, farms
have been set up in almost every diocese. In addition, three
agricultural training centres for students who have left middle
school are being run by the NCS •
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Appendix IX-4

PRESBYTERIAN CHURCH OF GHANA -(PCG)/FAO 
PEOPLES PARTICIPATION PROJECT (PPP), BEGORO

The Begoro project started by the FAD came under the PCG in 1984,
and was restructured in 1987 as phase II. In that year, the World
Conference of Agrarian Reform and Rural Development (WCARRD)
identified the non-participation of the rural poor in planning and
implementing development programmes as the main reason for the
ineffective impact of development efforts. The project received an
initlal grant of USS240,OOO from the Dutch government in 1982 when
the FAD launched the project.

To implement the phase II
that:

restructuring exercise, it was agreed

the leaders 01 the
1arming methods,
01 the program.

i)

ii)

iii)

iv)

v)

the project would run 10r three years with outside donor
1unding, and then become sel1-sustaining;

that the project would be directed to groups 01 eight-1i1teen
poor 1armers and 1ishermen organized into six "clusters";

the members 01 the group themselves would be responsible 10r
id~nti1ying the type 01 income-generating activity they
needed;

the project would assist the groups to improve the identi1ied
activities; and

groups would be trained in improved
credit responsibilities, and other aspects

.
"

·1'

Farm Credit: A major activity 01 the PPP is linking the 1armer,
through his "cluster", with institutions related to 1arming (i.e.,
input suppliers, extension o11icers, banks, etc.). The FAD pledged
520,000 (U.S.) to the Ghana Commercial Bank (see Appendix IV-I),
with the bank granting credit to quali1ying project bene1iciaries.
PPP gives the bene1iciaries enough in1ormation about the bene1its
and obligations 01 credit to enable them to malce a sound decision
about credit. Our survey 01 the PPP indicated that 800 1armers had
been helped with 1arm implements like hoes and cutlas~es, but that
seeds and 1ertilizers were apparently 1inanced 1rom other sources.

The program has had severe problems surrounding the issue 01 credit.
Credit requests usually range between C20,000 and C40,000, with the
average credit issued usually CI5,000. Credit has characteristi
cally been disbursed in May, when most 1armers have already planted
their crops. The manager 01 the program stated that credit was
supposed to be allocated 10r 1arming purposes, but late disbursement
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and limited monitoring suggest that some oi these funds have been
diverted to non-productive purposes. As the program is fle'cible in
allowing the farmer to decide how to use the credit, results have
been less than anticipated. Repayment rates have been 487. despite
having 12-14 months to repay. Defaulters do not qualify for new
financing, but these loans are carried on Ghana Commercial Banl('s
books and must be written off from its own reserves.

Administration of the PPP credit program appears to be characterized
by late deliveries and improper monitoring. According to the Ghana
Commercial Bank, farmers have not used the program to expand their
acreage for incremental production, tools supplied have been of low
quality~ and the FAD's dollar bacl(ing was used to purchase tools
rather than provide a reserve against loan defaults. Whether the
fault is on the credit side or due to lacl( of farmer initiative is
uncertain. What is certain is that the program has not succeeded in
achieving its objectives •
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Appendix lX-5

WOMEN'S WORLD BANKING (GHANA), LIMITED (WWB)

In January 1~83, WWB was incorporated and authorized to do business
as a private credit guarantee company. As an organization that was
only recently founded, WWB is still in its formative stage of
development, and to date has had limited impact in achieving its
goals of facilitating access to credit for women and promoting their
economic development. The main objectives are established as
follows:

i) to act as a bridge or link to bring organi=ed credit within
easy reach of women entrepreneurs;

ii) to provide advisory services and monitor projects being
assisted; and

iii) to encourage
development of
unemployed.

more women
Ghana by

to take
training

part
the

in the economic
unskilled and

..

Funding: The stated capital of WWB is well over Cl() million, with a
minimum contribution of C50,000 from each member. WWB is also
affiliated to Stichting Women's World Banking (International) SWWB
in Holland. SWWB gives a 50% equivalent of the stated capital in US
dollars to WWB. The Pew Foundation has also granted some aid to WWB.

The Proqramme: The activities of WWB centre on areas of economic
activity where the involvement of women in certain schemes might
facilitate access to credit. Most of these efforts concern research
where female labor is prominent.

WWB does not have its own banking facilities in the form of
overhead, but it does have an agreement with Barclays Bank to
transact all bank business on its behalf. WWB maintains a banking
manager and project advisor. In practical terms, WWB is designed to
assist women who have no collateral to access institutional credit.

The criteria for WWB assistance are:

. '.,'., i ) to have a project accepted by a bank as feasible;

ii) to have a creditworthy reputation;

iii) to be willing to accept WWB management advice and
supervision; and

iv) to have skills/management in the field proposed.

Applicants need not be shareholders in the banl(. WWB encourages
groups, consisting primarily of benevolent societies (religiousi
welfare societies and housewives), federations of market women, and
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business and professional women (i.e., hairdressers, tailors.
industrialists, teachers, bankers, etc.). Groups needing WWB
assistance are e)tpected to register their businesses, and the
Federation of Women Lawyers is willing to help women do this.

Two main schemes are used to guarantee viable women's projects:

i) WWB/Barclays Bank Loan Guarantee Scheme, in which the
risk is shared by WWB (75%) and Barclays (25%); and

ii) WWB Revolving Fund, set up with Pew Foundation funds.

Having helped the women identify viable economic ventures, WWB
engages in managerial, technical, recordkeeping and finance
training, as well as general awareness campaigns. Barclays Banl~ and
the Agricultural Development Banl~ are strong support structures for
these courses and workshops.

At this stage, some of WWB's projects are for social and image
building purposes. However, others have had more tangible economic
benefits. In May 1988, at Doryumu, a purely social Methodist group
was formed into an agro-forestry enterprise. They have started
growing leuceana and teak varieties of wood. As an integrated
scheme, leuceana, a fast-growing variety, will serve as fuel for
kilns (ovens used to bake clay), while teak will be sold for use as
electric poles. WWB has also assisted 200 migrant women workers in
the maize- and rice-growing area of Lolobi (Volta Region), and
pottery enterprises.
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Appendix IX-6

COMMITTEE ON CHURCHES PARTICIPATION
IN DEVELOPMENT (CCPD)

CCPD is the development arm of the Christian Council of Ghana. It
receives its funding from Bread for the World (Federal Republic of
Germany), Christian Aid (Federal Republic of Germany), United
Methodist Committee on Relief (US), and the Interchurch
Co-ordinating Organisation (Holland). It also raises money
internally by running some grinding mills.

CCPD acts as a consultant to the various projects run by the
churches, and does not engage directly in any major projects on its
own. Projects for which CCPD consults are geared to the improvement
of the productive capacity of farmers through agricultural and
health ey.tension and community development •
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Appendix lX-7

.MEALS FOR MILLIONS

Meals for Millions, an agency of the Freedom From Hunger Foundation
(US), works closely with the Ministry of Health, the Department of
Community Development and the National Council for Women and
Development on a single project called "Applied Nutrition Programme"
(ANP) in the Kintampo district of the Brong-Ahafo Region. An initial
nutritional survey of 400 children under the age of four found 23.9%
to be malnourished.

A later country background study confirmed the seriousness of the
malnutrition of children and indicated that the basic resources~

including a cooperative and required infrastructure~ were in place
to successfully improve nutrition and institutionalise the ANP
process. Consequently, 10 communities of the Kintampo district were
served with a package that included the following:

i )

ii)

iii)

tomatoes and okro grown at the Kintampo Nutrition
Rehabilitation Centre;

higher yielding maize, beans and groundnuts grown at the
Rehabilitation Centre;

fertilizer" made available for experimentation at the Centre;
and

-. I
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. "'

,. .

.','

.. ~

;" ..
" .

-. ~

iv) immunizations and adult literacy classes.

At the end of May 1988, 38.91. of children 5 years and below were
fully immunized in the district from BCG, DPT polio and measles.

To date, Meals for Millions has been engaged in indirect services
to farmers' families that free up farmers' resources to improve
yields and productivity. Again~ activities have been restricted
to the 10 communities in the Kintampo district of the Brong-Ahafo
Region.

Proposals are being drawn up to help Northern Region farmers to form
tomato cooperatives. Studies have revealed that tomato and pepper
farmers are often exploited by middlemen from the South who complain
of cash shortages, promise to pay once the produce is sold, and then
renege on their promises. Meals for Millions is devising a package
that involves storage at "cool sheds" to be erected for the tomatoes
and dried pepper and provision of reliable trUCks hired from State
Transport Corporation. By transporting the produce to the South to
sell to pre-arranged distributors for spot cash, middlemen will be
completely bypassed, improving returns to the farmer •
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In the South, gari 1actories are planned to be established and
owned by women's cooperatives that Meals will encourage to be
10rmed. These then will be provided with 1unds to be arranged 1rom
the Cooperative Banl( 10r the purchase 01 cassava graters. (It is
currently uncertain i1 the Cooperative Bank will be able to make
g06d on this re~uest, although other institutions may look at the
proposal as well). The purchase 01 rice shellers will also be
encouraged among other cooperatives.

The home gardens demonstration 1arm has been selected as an easy
source 01 100d 10r home consumption. Higher yielding seeds are to
be utilized, and Ministry 01 Agriculture sta11 are to be seconded
to Meals to help implement the program. In some ways, these
e110rts closely resemble Global 2000's Production Test Plots.

Meals is interested in starting a »seed stock» 01 livestock: goats,
pigs and poultry. Males and 1emales will be given out to breeders,
1eed and drugs will be provided, and the cost 01 supplies will be
gradually repaid in-kind by the breeder based on a speci1ied
percentage 01 broods.

Finally, Meals 10r Millions is interested in directly granting small
credit to 1armers, but extremely cautious because 01 the high risks
involved. With a budget 01 5164,000 (US) 1ixed 10r the next 1ive
years, it is highly improbable that Meals will develop a direct
credit scheme 10r 1arm activities 01 any signi1icant magnitude •
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Appendix IX-8

WORLD VISION lNTERNATlONAL (WVl)

Introduction: WVI is a religious development organisation committed
to training and strengthening local leadership to assume full
responsibility for the management of their own community projects.
It facilitates and guides these leaders to utilize their own
resources within their own communities. To this end~ both technical
and managerial grades of staff are provided to assist rural poor
through processes that will enable them to design~ implement and
control their own projects.

The thrust of WVI"s training and development programme~ aside from
religious indoctrination~ is project management and financial
recordkeeping. The indigenous leadership is educated on the
benefits offered by banl(ing and cooperative organizations in terms
of the community and savings mobilization.

Organization: Founded in 1950~ WVI now maintains an international
office based in the US which coordinates its support and field
offices. The Ghana office was opened in July 1979 and~ apart from
the main office in Accra~ three sub-offices are maintained in
Tamale, Takoradi and Sunyani.

Six religious ministries are utilized to train the rural poor in the
following areas:

i)

ii)
iii)
iv)

child and family care;
emergency relief and rehabilitation;
developing self reliance; and
strengthening leadership.
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The Ghana ProQramme: The Ghana programme is active in eight of the
10 regions of Ghana. The two regions not impacted directly are the
Upper East and Upper West. WVI has 130 current projects. These
projects are submitted annually to the Ministry of Finance and
Economic Planning for inclusion in the country"s integrated rural
development budget.

WVI projects cover both economic and social infrastructural
development. In 1987~ a $10 million (US) water development project
was started across the country.

Direct involvement in agriculture covers input delivery in terms of
Ministry of Agriculture policy guidelines relating to technological
pacl(ages and extension services. These are not handouts~ but are
expected to be paid bacl( by individual farmers into their societies
in I(ind and in cash. Farm leasehold lands are made available for
use by specific societies~ and the local CDR, women"s societies~

chiefs and elders·. are involved in the approval of societies that
receive assistance from WVI in the agricultural sector. Rural ban's
in the locality are invited to give seminars to educate the farmers
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on banl( facilities and financial intermediation~ paid for by WVl.
Until 1987, WVl dealt with loose societies, but from 1988, a decided
move was made to educate the beneficiaries on the usefulness of
cooperatives.

Agricultural-related activities assisted are:

i}

ii}

iii}

iv}

v)

food and cash crops (especially oil palm);

poultry and animal husbandry;

fish farming;

food storage and preservation; and

food processing (a corn mill~ cassava and copra mill and
palm-oil processing mill).

: ':

.-.. ;

'., t
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The following chart profiles some of World Vision's activities in
Ghana:

Project No. 6HA-II-02B136 at Akil Akroponq in the
Eastern Region Fiscal Year Cests : C2.7 mil lien

PARTNER
PROJECT GOALS ACHIEYEJ1ENTS PROJECTIONS AliEKCY LIFESPAN

1. Day Care Centre Day Care Centre Day Care Centre COllillunity Feb 1982
2. Middle School Block Middle School Block COl!iiUunity farat Management to
3. Adult Education Nursery School Block Church Leadership CDJIlllittee Sept 1987
4. Renovation of School Renovation training including

furniture Furniture for Schools Corn Gli 11 CDRs.
5. 2 Sanitary Latrines operations
6. Street drains Street drains
7. Priillary Health Care Primary Health Care Sanitary toilets

Clinic Agric Extension
8. Cutlasses supplies Cutlasses Supply of Drugs
9. Nursery (plant) Nursery (oil pals) Women's Club

10. Corn mill Corn Illill Extra Classes for
11. Com~unity tart Community farm pupils
12. Church leadership Church Leadership Pig production/

training training Rabbit rearing
13. Animal rearing Animal rearing Training Seminars
14. Good News club Child Evangelism (Good on COillQunity Dev.1

News Club) Health/Agriculture
15. Agric Extension Agric Extension Services
16. Supply of School Supply of School Uniform

Uniform
17. Adult Literacy ·Supply of Drugs
18. Women's Club ISlClun izati on
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x. CONCLUSION

Throughout the course 01 this study, a number 01 non-credit and
credit constraints have been identi1ied concerning small-scale
1armer productivity and income. Along with the normal risks 01
weather and poor in1rastructure development, the constraints
a11ecting the Ghanaian small-scale 1armer are many.

From the non-credit side, the major constraints have concerned input
supplies, quality and dissemination 01 research, e11ectiveness 01
Ministry 01 Agriculture extension o11icers, labor e11iciency,
on-1arm storage 1acilities and marl~eting problems. Input supplies,
namely seed and 1ertilizer, have generally been low in quality,
unavailable in su11icient amounts at the appropriate time,
improperly stored or perceived as being too costly 10r the
small-scale 1armer. Researchers have been unable to per10rm
su11icient research, or to disseminate that research in ways
tailored to adapt to localized conditions. Where research has been
per1ormed, that research has not been adequately t~ans1erred to the
Ministry 01 Agriculture to apply at the 1arm level with assistance
1rom extension o11icers. Nor has there been adequate communication
1rom the Ministry 01 Agriculture in identi1ying and directing
research stations into areas that need 1urther e~ploration to
promote local agricultural development. Extension o11icers are
likewise limited in number~ lacking in logistical support and poorly
compensated, creating a sense 01 demoralization among sta11. Until
recently~ Government development policy since the 1960's had
encouraged population 1lows to the cities, reducing the supply and
e11iciency 01 1arm workers while increasing their average age and
costs. Sometimes a 1armer's unwillingness or inability to
e),periment with new labor-saving devices (i.e., weedicides) has made
it di11icult 10r the 1armer to reduce his labor costs. Many 1armers
lacl~ on-1arm storage, or their 1acilities are inadequate, leading to
estimated post-harvest losses 01 30%. The inability to store
surpluses 10r several months at a time has prevented 1armers 1rom
holding their output until planting season, when 1armgate prices are
higher and cash requirements are greater due to labor and input
needs. Marketing problems are made more di11icult by lack 01
transportation 1acilities, bad roads, or the simple unavailability
01 sacks 10r cartage. The result 01 all 01 these non-credit
constraints is a cycle 01 subsistence that prevents the small-scale
1armer 1rom generating any reasonable measure 01 cash or surplus~

10rcing dependence on borrowings during planting season that usually
eliminate any surplus during harvest. This prevents the 1armer 1rom
expanding his acreage and production, eliminating the possibility 01
cash savings 10r 1uture investment that might increase levels 01
productivity and e11iciency.

The logical alternative to the small-scale 1armer is to leverage 011
his limited assets 1rom banlr. borrowings, but this is virtually
impossible 10r numerous reasons. From the small-scale 1armer's
perspective, bani, credit is very di11icult to access, or not worth
the transactions costs 01 trying. Banks are o1ten considered
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inaccessible due to their concentration in the urban and
cocoa-gro~ing areas. Even when small-scale farmers have obtained
loans in the past, service has been bad in terms of late
disbursements Dr insufficient amounts. Combined with perceptions of
condescension ~nd a general lack of cooperation from the banks
toward small-scale farmers, many of the farmers have developed a
sense of distrust and lack of confidence in the banks. While this
is not universal, these attitudes are prevalent, leading the
small-scale farmer to believe lacl~ of access to credit is a
constraint.

In fact, in many cases this is true. Banks often view small-scale
farmer loan requests as a bad rislt, costly to produce and monitor,
without security, and failing to generate adequate returns due to
low repayment rates. As the banl(s have an obligation to protect
deposits, risll,ing customer deposits on potentially bad credits
violates this principle and undermines most banks' abilities to
attract additional funds. Considering, as well, that returns are
higher in other sectors, lending to small-scale farmers constitutes
an opportunity cost that also reduces profitability, lessening the
bank's ability to generate earnings that could be retained to shore
up equity or used to pay dividends to shareholders. Thus, the banks
believe they have limited incentive to extend credit to small-scale
farmers when repayment rates are low, costs of administration are
high, security is wealt or non-existent, and returns are less than
what can be obtained in other sectors. This results in decreasing
access by small-scale farmers to formal financial sector credit,
increasing their dependence on non-formal sources that lessen the
chances of surplus production, cash generation and investment to
boost yields and income.

The current liberalization of the economy under the Economic
Recovery Programme is a mixed blessing for the small-scale farmer.
In the near term, the phasing out of subsidies on transport and
inputs will increase their costs. However, privatization will
provide profit incentives to private suppliers that should lead to
improved quality and availability at the needed time. As
fertilizers are a priority item on the Government's list of imports,
access to foreign exchange is lilf,ely to be guaranteed. Combined
with the ERP's willingness to allow other seed suppliers (i.e.,
FASCOM) to compete, there is a chance that seeds, fertilizers and
other inputs will generally be available ,as required, an improvement
over past policies which reduced agricultural productivity.

The ERP appears to appreciate the need for greater commitment from
the Ministry of Agriculture, particularly in the form of a higher
level of skills and increased numbers and mobility of extension
officers. This will serve as an important linl( in combining better
input supplies with appropriate farming techniques. It is unclear,
however, if linkages with research institutes have been improved,
and if research is appropriate to the specific requirements of each
climatological zone.
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With regard to labor supply, it is possible that the Government's
retrenchment of thousands of public sector workers will alleviate
labor shortages in some areas. Through PAMSCAD, the Government is
also attempting to provide incentives to reverse rural-to-urban
population flows, mainly by improving the quality of clinics, roads,
water, housing, bridges and other infrastructure. Given the
Government's interest in reversing some of the urban-oriented
policies of the past, the ERP should be beneficial in reducing labor
shortages in many rural areas. Improved infrastructure,
particularly those related to water, sanitation and health, should
also improve the quality of that labor.

From the credit side, the deregulation of the formal financial
sector should diminish access to credit by small-scale farmers.
However, it is unclear if the Government is going to permit
full-scale liberalization which would allow the banks to determine
its portfolio mi~ irrespective of sectoral allocations recommended
by the Central Bank. If the banks are fully liberalized, profit
considerations will likely reduce their commitments to small-scale
agriculture. In the event that regulations are imposed, it may
still be possible for the banks to avoid such regulation as in the
past.

Under such circumstances, new approaches must b.e developed in terms
of institutional strengths and weaknesses, integrating the relative
and complementary strengths of those institutions into integrated
models which promote higher yields and income, and developing models
that ultimately reduce the small-scale farmer's dependence on
subsistence patterns.

Some of the changes under the ERP are addressing these issues. Input
supplies will be subject to competition with market-oriented prices.
The Ministry of Agriculture is apparently committed to increasing
the volume, quality and mobility of extension personnel. However,
there are still questions to be raised about the role of research,
and whether the Government is moving to execute plans that link up
research findings with practical applications at the farm level. In
addition, it is uncertain if the Government has any plans to promote
a revitalization of some of its own institutions, such as the
Department of Cooperatives, which could be useful in organizing
farmers into groups to facilitate the wor'" of MOA extension
officers.

Technoserve believes the current restructuring of the economy will
have positive long-term effects in terms of promoting more efficient
resource allocation and a higher degree of competitiveness.
Nevertheless, we also believe a more integrated approach between the
public and private sectors, emphasizing productive activity at the
local level, can do much to ensure enhanced yields, increased
aggregate productivity and higher farmgate prices for the
small-scale farmer. Technoserve believes this approach will take
considerable time before becoming effective, and that it is
currently more appropriate to promote community-based, self-help
models (i.e., cooperatives, Production Test Plots) at the
small-scale level while strengthening institutional resources at the
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more centralized levels (i.e., Ministry 01 Agriculture, research
stations). As local communities and larger institutions develop
their relative strengths, a convergence 01 activity will then be
helpful in promoting a more productive and e11icient agricultural
sector. Our recommendations in Section Xl discuss some 01 the
components 01' that model which is guided by a commitment to
increasing yields per acre, in-kind and inventory credit schemes,
and storage 1acili~ies on individual and group bases that will allow
farmers to capitalize on 1avorable price swings about the time their
cash demands increase 10r the planting season, helping to break the
subsistence cycle.
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The following. have been identiiied as Jcey institutions and
interventions that could play a signiiicant role in enhancing
yields, quality, overall productivity and income ior small-scale
farmers:

A. Strengthened Research Stations: These stations, specializing
according to the requirements and characteristics oi Ghana's
climatological zones, would perform soil suitability, agronomic and
other iorms oi relevant research on a localized basis. The iindings
would be geared to optimizing agricultural productivity without
damaging the environment in a manner that might limit iuture
productivity. These would be public sector institutions, and would
be instructed to share their iindings with input supply companies
(to assist them in determining appropriate inventories ior local
markets), the Ministry oi Agriculture (to assist extension
oificers), iinancial institutions (to improve on in-kind credit
programs), and iarmers, be they individuals, in loose groups or
cooperatives. The emphasis oi the research stations would be to put
research iindings in closer proximity to the iarmer where practical
application would be more probable. It is recommended that research
iall under the domain oi the Ministry oi Agriculture instead oi the
Ministry oi Industry, Science and Technology so that the MOA could
playa more direct role in identiiying areas that need iurther
research exploration and coordinating those activities. In the
past, coordination between research and execution has been
complic~ted by lack oi communication and bureaucratic rivalry
between the two Ministries. Placing all agriculturally-related
public sector iunctions under one rooi will encourage eiiiciencies
and coordination. It is also recommended that successiul iindings
be rewarded with iinancial allocations, publications and publicity
(i.e., The Ghana Broadcasting Corporation).

B. Private Input Production and Supply Companies: These would
take several iorms. Private companies should be established to
propagate high yielding seeds on a decentralized basis in diiiering
climatic zones. Higher yielding seeds would constitute a iirst step
towards surplus production ior the iarmer, a possibility made more
likely ii localized research iindings are disseminated, demonstrated
and tested.

Another important ieature to input supply is the establishment oi
private companies that distribute iertilizers, herbicides,
pesticides, etc. This does not mean that Government-owned companies
such as FASCOM have no role to play, but that added competition irom
the private sector would ultimately beneiit the small-scale iarmer
and agricultural productivity in general. Private companies could be
organized by entrepreneurs, cooperatives, or anyone else who ielt
the cash ilow potential was worthy oi investment. One oi the key
aspects oi input supply companies making a strong contribution to
enhanced agricultural productivity is linkage with research
institutes. By having the latter periorm appropriate studies, the
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input companies could draw from this information to ensure proper
inventory stocl's. Thus, not only would they be supplying adequate
quantities of inputs at the correct time, but those inputs would be
appropriate as well. Global 2000's remarkable yield increases have
primarily come from locally selected seeds combined with proper
fertilizer use and farming techniques. The role of appropriate
technical packages that promote increased yields cannot be
overemphasized. The role of cooperatives in supplying inputs is
discussed below.

c. Ministry of Agriculture: The MOA's key contribution to
improving productivity is its corps of extension officers that, with
proper support, could serve as the linl' between research and
practice. While increased contact between researchers and farmers
can be mutually beneficial, mass dissemination of research could
best be accomplished by extension officers encouraging farmers to
develop production test plots so that farmers can witness the
difference in new versus traditional techniques themselves. A
commitment by the MOA to greater numbers of better qualified, better
paid and more mobile extension officers would do much to improve
productivity. Most of these changes are being implemented, with the
MOA increasing the number of extension officers by retraining many
of its employees who previously had limited contact in the field.
The MOA will need to set its priorities, reward solid performance,
ensure mobility, and insist on better data collection and
tabulation. It is believed these data would be useful to the
research institutes, input supply companies, banks and other
institutions linl(ed to the agricultural sector. It is also believed
that these activities could be more efficiently coordinated if
research' was directed by the Ministry of Agriculture rather than the
Ministry of Industry, Science and Technology.

D. Department of Cooperatives: While this department is
currently weak, it is Technoserve's belief that a proper and
necessary restructuring of the Cooperative movement based on
business management principles would contribute markedly to
agricultural productivity in the long run. The limited assets and
leverage of small-scale farmers have been discussed in depth in this
study. By organizing farmers into self-help cooperatives, they are
able to overcome their limited individual asset constraints and
establish a pool of human and material resources that opens up
opportunities based on leverage that do not exist at the individual
level. Key among these are economies of scale in transporting (and
possibly purchasing) inputs, establishing joint storage facilities,
arranging for in-kind (inputs instead of cash) and inventory (cash
or inputs for output) credit, and arranging marketing contracts with
large purchasers. Cooperatives also have the potential to make a
profitable business out of services they provide to members. One
likely choice is to buy inputs in bulk, provide in-kind credit to
members, and with the proceeds expand over time to sell inputs to,
non-members. Thus, what might begin as an in-house service can be
expanded into a profitable marketing venture for a major part of a
district. Nor is there anything to prevent a group of cooperatives
from collaborating and expanding further, or simply establishing
joint programs (i.e., tractor services). Further, from an
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educational standpoint, farmers organized into larger groups are
easier to mobilize, thereby making the work of extension officers
and researchers more efficient.

There is a lack of confidence among farmers towards the Department
of Cooperatives due to past problems that are well documented in
Section VI. For this reason, it is recommended that the Department
of Cooperatives play more of a support and regulatory role similar
to that of the Central Banlc in terms of the formal financial sector.
This would involve auditing cooperatives and playing a
training/educational role wi~h the decentralization of the
Cooperative College. To perform these functions effectively,
however, Department of Cooperative personnel would need training in
bookkeeping, accounting, financial analysis and· management
information systems to provide cooperative members with business
management and planning advice. Current levels of training and
limited mobility reduce the ability of the Department to play this
vital role. Non-governmental organizations represent a valuable
resource in business management and training on which the Department
of Cooperatives can draw. NGO's have long been involved with
cooperatives at the local level, and usually have staff specially
trained in the business skills needed by both the cooperative
membership and Department of Cooperatives staff. A program in which
NGO's train Department personnel to monitor and provide broad
educational and training programs, as well as direct involvement
with the cooperative enterprises themselves would help to revive the
cooperative movement.

E. Credit Unions: Nominally part of the cooperative movement,
although seemingly more functional in terms of active membership,
the credit unions represent a potentially valuable institution in
terms of rural finance, development and education. At a time when
some financial institutions (i.e., Ghana Commercial Bank) may
consider withdrawing from some rural areas, and while many rural
areas remain without any financial services except moneylenders, the
credit union offers the possibility of groups forming a common bond
that could be centrally related to agricultural production. Credit
unions are also a natural fit for cooperatives seeking to provide
financial services. While credit unions would be primarily useful
as a provider of financial services in areas otherwise lacJcing such
services, they could also serve an educational function by being a
linlc with research institutes, input supply companies, MOA extension
workers, cooperatives and formal financial institutions. Their most
important role as financial intermediaries promoting agricultural
development would likely be in the northern part of the country,
where credit unions have functioned for over 30 years (i.e., the
Upper West Region). To achieve this end, however, the credit union
movement will require training and assistance in bookkeeping,
accounting, financial management and general resource mobilization
at all levels, and increased support from the CUA. As the Catholic
Church has demonstrated in the northern part of the country, NGO's
can play a major role in improving the management skills of the
credit union movement and thereby strengthen the movement at a time
when banks are showing limited enthusiasm for the financing of
small-scale rural activity.
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F. Non-Governmental OrganiLations: As cited previously~ NGO's
can play an e11ective managerial and training role. Many NGO's~ be
they church-a11iliated or wholly non-religious in orientation~ have
demonstrated ~racl~ records 01 success in managing cooperatives and
credit unions~ as well as working with banking institutions and
Government ministries. Thus~ in the interim~ NGO's appear to be a
strong option 10r the Government 01 Ghana and bilateral and
multilateral organizations to utilize as they devote their attention
to the broader concerns 01 economic restructuring. Further~ as the
Government is retrenching, use 01 NGo's is a cost-e11ective means 01
providing services and training when skills or ~mployees are
lacking. While PAMSCAD addresses the role 01 NGO's~ it is
recommended that they be given a broader role to play~ particularly
in areas 01 institutional restructuring at local levels. The best
areas 01 10cus would be involvement in the cooperative movement and
credit unions~ either in terms 01 enterprise management and/or
institutional training (i.e.~ the Cooperative College, Field
o11icers 01 the Credit Union AS50ciation~ etc.)~ and at the ADB and
Rural Banks to strengthen management in1ormation systems~ credit
risk analysis and port101io management.

G. Rural Banks: The Rural Banks represent potentially the most
important 10rmal 1inancial sector institution in promoting
agricultural development 10r the small-scale 1armer. While the
Rural Banks are small compared to the primary and secondary banks~

their unit concept makes well-managed Rural Banks ideal
community-based intermediaries. Ultimately~ the degree to which the
Rural Banl~s playa signi1icant role in rural 1inance and development
will b~ a question 01 management. The Rural Banks need substantial
training in accounting~ 1inancial analysis and credit risk
assessment to be able to develop strong loan port101ios~ viable
institutions and a prosperous rural economy.

Having demonstrated their ability to attract deposits, primarily
savings~ many Rural Banks are currently diverting credit to purposes
that do not promote local development. The rationale is to generate
greater pro1itability to make them more viable institutions capable
01 serving the area. Nevertheless, by extending credit to areas that
do not directly (or even indirectly in many cases) contribute to
development in their localities~ they are deviating 1rom the reason
why they were established in the 1irst place: to provide 10rmal
1inancial intermediation in areas that are unserved or underserved
by the 10rmal 1inancial sector, and to allocate credit 1lows 10r
development in the communities 1rom which they derive their
deposits.

One 01 the ways in which the Rural Banks can adhere to their
community "obligations" and promote rural development is to
emphasize the 1inancing 01 local input supply and output marketing
companies. The Rural Banks also need to be more aggressive with
group lending schemes to small-scale 1armers. As other banks have
succeeded in developing credit schemes with 1armers groups~ the
Rural Banks could 10110w the same principle 01 joint and several
liability with the added advantage 01 having greater contact with
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these groups given the localized nature of the Rural Ban~s.

However, for the Rural Banles to serve their function, most of them
will have to significantly improve project analysis and management
skills, increase monitoring capabilities and ensure mobility of
supervisors.

H. Agricultural Development Banle: The ADB is one of the most
poorly capitalized banks in the system, with a troubled loan
portfolio and dependence on debt financing to shore up liquidity
needs. Despite these serious wea~nesses, the ADB could continue to
playa role in rural finance as a provider of services to some of
the more decentralized efforts to promote rural development. In the
case of the credit unions, the ADB could be the lin~ to the formal
financial sector, particularly in the Upper West and Brong-Ahafo
where the credit unions have the largest membership (Upper West) and
most active accounts (Brong-Ahafo). As it has had experience with
input supply schemes, the ADB could play an advisory role to the
Department of Cooperatives to advise cooperatives establishing these
enterprises. Key to such an advisory role would be identification
of risks, problems and mistakes.

What is most recommended is that the ADB establish its rural target
market at the ~wholesale~ level, providing financing tQ district and
regional input suppliers, larger-scale farming enterprises,
established marketing companies, and other agricultural targets
which would be more economical to monitor and administer. It is also
recommended that the ADB talee the lead in financing NGO activities
such as those of Global 2000. These are generally stable credits,
sometimes featuring guarantees, and often involving careful
monitoring by extension officers and NGO representatives to ensure
repayment. This would be consistent with the ADB's focus while
lessening risk.

While the ADB was originally established to promote agricultural
development, it appears incapable of monitoring the volume of
small-scale credits it has provided. As such, the ADB will need to
malee a substantial commitment to improving management information
systems, staff accounting, and financial and credit analysis s~ills.

The ADB will also need to appoint a well-trained individual in
portfolio management as this is currently lacleing. These measures,
a change in strategic focus, and stronger ties with input supply and
marketing companies, the Department of Cooperatives, Ministry of
Agriculture, credit unions and NGO's will malee it easier for the ADB
to fulfill its mission while allowing more decentralized
institutions to monitor and supervise smaller credits.

I. Summary: The institutions cited above represent the
components of an integrated model that needs to focus on improved
technical packages, greater integration of research with practical
implementation, availability of credit in cash and primarily
alternative (in-Ieind) forms, expanded and improved on-farm storage
(on individual and group bases) to talee advantage of favorable price
swings and a broader array of services (in-house input supply and
output marketing capacity), and ongoing management and technical
training so that small-scale farmers are ultimately in a position to
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manage their own affairs without depending on outside assistance.
While the institutions all function in different ways, Technoserve
believes the thrust of rural development must focus on
decentralized, community-based initiatives to breal, the subsistence
cycle. Not only can such efforts reduce dependence on institutions
that effectively prevent small-scale farmers from boosting
productivity and income, but they can also establish local
institutions that offer multiple options for expansion,
diversification and training. It is highly recommended that efforts
made by the Government of Ghana, World Bank, IMF, and other
multilateral and bilateral organizations focus on the strengthening
of the local institutions from an economic, technical and managerial
standpoint. Much depends on nature, infrastructure development and
macroeconomic policy, but it is believed that models that address
both credit and non-credit constraints based on local initiative can
overcome obstacles to rural development. It is also believed than
anything less than an integrated approach over time will result in
failure, worsening the prospects and living standards of the
majority of the Ghanaian population.
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