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- Most of the industries are comparatively recent establishments, many of which have

Introduction

The present economic analysis has been undertaken in order to dbridge the apparent
gap in information on the facts, hopes and problems of Ghana's food industries, and
in addition to provide the Covernment of Ghana with economic advice on the many
decisions which are due to be taken in this particular field.

Most of the information has been obtained firsthand on several visits to the
industries concerned. This information was supplemented by that supplied by govern—
ment departments. Food analysis and food consumption surveys carried out by the
Food Research and Development Unit and Food Research Insiitute providsed additional
data.

It has not always been possible to extract hundred percent reliable figures,

not yet produced their first balance sheet. The general lack of dHalified staff and
the frequenti transfer or other change of staff observed in some of the government
industries posed another handicap in acquiring correct information. EHowevsr, cross-—
checks against information obtained from other sources havs reduced possidle errors
to a reasonably low margin.

One of the less easily assessable data was the production capacity of a plant.
The operator's experience often deviated considerably from technical data odtainsd
from statements apparently derived from supplier’s specifications. In all those
cases, where the deviation could not be rscognized as of only temporary nature, a
reasonable balancs between the differing -~ources of information has besn established
in order to estimate the technical ocapaciiies of plant., The annual production ca-
pacity of a plant has either been determined according to seasonal limitations or, -
where those limitations wers not obvious, on the basis of an assumsd operation during
250 days at 16 working hours (2 shifts)., Exceptions are the cocoa- and wheat-milling
industries whose capacity determinations are based onr 24 hours daily operation foxr
at least 320 days, In general, the industries should be able to achieve 75 = 100 %
utilization of their production capacities determined in this manner, provided good
technical supervision and maintenance, raw material supplies, and a market for the
product are secured.

Eow far many indusiries still are from achieving reasonabls utilization targets,
is shown in Table I. -
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TABLE I: Utilization of Capacitiss in CGhana's Food Induatries
during 1966/67 Operation.

Cocoa Conversion (export) : 82 %
Lize Processing (export) 0 %
Bakery and Confectionary 50 %
Piz (Carcass) Processing : 50 %
Long-Ranze Fishing Fleei* . 41 %
0i1 Milling 38 ¢

Palm - - oil 55 %

Coconut " 45 % =

Palm kernel " 40 %

Groundnut " 9 %
Xilk Reconstitution 0%
Fruit and Vsgetable Canning & Bottling 17 %
Sugar ¥illing \ 9.5 %
Slaughter and Meat Canning Plants 6.5 %
Rice Milling 4.2 %

: LllkFood Industries average 35 %

’

# not including the Russian-built side~trawlers

The low overall rate of utilization is perticularly critical when investments
are heavy, as e.g., in the sugar and longrange (refrigerated) fishing industry. The
latter has by its specific capital-intensive struciurse been included as a marginal
field in thnis analysis which is primarily concerned with procsssing industries.

Table II shows the investmeni in the industriss arranged according to their
potential size after assumed materialization of 211 projscts st111 under con—
struction (or on order),



TABLE II: - Investment in Chana's Food Industries
Lo (initial wvalues)

Plants, operating New capacities Total poten—

o oo o oy B - ' in 1966/67 - under construo— tial invest-
. o ~ tion (or on ment by 1970
order) '

in million New Cedis

Long-Range Fishing Flsst 22 22 44
Cocoa Conversion (& storage) 8 20 e A 28
- Sugar Milling 15 - 15
Fruit & Vegetable Processing 1.7 6 - 17
0il M1l (& Utilization) 2 4 6
Fish Processing - 5 5
Wheat Milling - 5 5
Slaughter & Meat Processing 3.8 0.4 4.2
Rice_Milling 0.6 1.5 2,1
Bakery & Confectionary 2 - : 2
Milk Reconstitution 0.4 : 0.3 0.7
5545 " 64.2 119.7

Regarding the large amounts invested and the fact that all but the two smallsst
(investment-wise) industries are wholly or dominantly government-owned, the question
becomes obvious, whether thess amounts of capital bring at least s minimum return in
form of a modest rate of interest paid by the users., This is unfortunately noi so,
In no case has it been found that the capital entrusted to Government Corporations
was liable to intersst payments. Irn a country where capital for industrial invest-
ments is scarce, as in Ghana, the allocation of largs amounts of capital "free o?
charge" will necessarily lead to wasteful usage. The slownsss of some of ths
industries in the establishment of satisfactory levels of operation is only a con-
sequence of this dangerous polioy. This is further demonstrated in the case of ths
State sugar industry in Chaptsr 3.

The invesiment cost includes a high forsizn excharzs component, dus to ths fact
that most of the machinery, equipment, building material eto. has to be importsd.
Therefore, the lowsr the utilization of an indusiry, ths higher normally is the
foreign exchange componznt in the cost-prics of the produci. This has to be kept in
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mind when pianning to substitute importation by local production., Only if reasonabls

-utilization of production capacitiss can be achisvsd, may a net saving to the bensfit

of the trade balance accrue.

If, in addition to the foreign exchange component in investment cost, packing
and even raw material have to be imported, the intended saving by import subsiitution
may turn into a loss in foreign exchange regardless of all efforts of large=-scale
production, Table III indicates that.in some cases the effectiveness of import sud-

/' stitution is problematic. The problems involved are analysed in the respective

e

“chapters related to each industry.

TABLE III: The Foreign Exchange Component in the Production
Cost of some Chanaian Food Industriss.

foreign exchange expense in production for 1 Nf
import sudbstitution:

n')

under assumed full utili- 1966/67 operation

zation of capacities (low utilization)
xg Ng
Sugar Milling . 0.60 3.00

Fruit & Vegetable canning &

bottling 0.60 0.75
- "Milk Reconstitution 0.60 0.70
Long-Range Fishing 6.75 1.25
Corned Beef Canning 1.50 3.00

-

e » o for 1 ¥f export earning:
Lime Processing 0.22 0.25
Cocoa Conversion ; 1,04% 1.05=

#Cost of cocoz (f.0.b. less shipping oharges) is included in forsign
exchange cost, since any cocoa procsssed could as well be exported
unprocessed at current prices.

Befors entering th2 spscific problem field of each individual industry, it may
be of intsresi o compars ths industries with regsxd to their impact on the market
for raw material suppliss (23 buyers) as well as for finished products (as sellers).
Tables IV and V undsrhacs this, grouping the industriss according to sise (tonnage
of output and requirsment,

‘\v"



The figﬁrea in these two Tables are intended only to serve as a crude orientation.

" While already industrial capacity statements are not always fully reliable, as has

been discussed, estimates of agricultural production and domestic consumption are be-
lieved to have often only guess value, The present estimates are mainly based on ths
last official estimates available, of 1963/64, .commended on by Simaika*, and food
consumption survey results.

'Adjustments have been made, if found necessary, to reflect devslopmenis whioch
have taken place or are expected to take place during the period 1965 = TO.

- The generally high percentages of the nation:l crop, oclaimed as requirement of the
industries, show the ambitious aims under which the industries have been established.
While a high percentage figure may normally indicate supply problems, this is not
necessarily so in the cass of concentrated plantation development in the area of the
industry combined with rather low production and consumption of the particular crop
outside this area (e.g. lims, sugar cane), On the other hand, to concentrate 20 %
of the national mango orop, & crop which covers two-thirds of Ghana-and is in activs
demand for fresh-fruit consumption, may involve haulage distances of 100 = 300 miles
which is not permissible in view of the high perishability of this fruit (besides
transportation cost).

TABLE IV: Projected Thsorstical Raw Material Requirements by
Ghanas Food Industries, in 1969/70.

(full utilization of capacities and materialization of all projectis
presently undsr construction (or on order) assumed)

tons ' in % of
. national crop esiimatss
Sugar cane 360,000 100
Cocoa beans ’ 100,000 25
Palm-nut (bunches) ‘ 75,000 50
Rice (paddy) | 45,000 90
Sesame seeds 30,000 oo (new crop)
Tomato ~ 28,000 120
Limes 25,000 ) © 120
Copra ' 16,000 100
Pinsapple 12,000 35
Groundnuts T 4500 20
Xango 4,000 20

———— e s

* Dr. Simaika: Availability and Accuracy of the Statistical Information nscessary for
the Indicativs ¥orld Plan, a cass study: Ghana. FAO, Rome 1967.



On the selling side (Table V) a similar interpretation is needed. The gquestion
_here is: does the indicated market offer a free demand for the product(s) of the
industry., While it is theoretically possible to sell the total potential output of
the citrus industry in the domestic market, provided imports are resiricted, the
same may be very diffi-ult for groundnut oil inspiie of its low claim, since tradi-
tional processing trade proves a hard and often superior competitor in the markst
for this product.

Though industrial slaughter output at Bolgatanga and Tema would claim only
50 % of the beef market, it is unlikely that this share could be obtained, since
besides hard competition from livestock-and-butcher—trade the distribution of chilled
and frozen meat requires refrigerated storage facilities at wholesale and retail levwsl,
which are available only in a few urban placses.

The very large excess ocapacities in the canning field may be activated in pro-
duotion for an export market. Problems concerned with this aspect will be discussed
in the following chapters. =

TABLE V3 Project (theoretical) Output of Ghana's Food
Industries in 1969/70

(full utilization of capacities and materilization of
all projeots presently undar conatruction (or on order)
assumedg

tons in % of estim,
domestic consumption

" Catch (frozen fish) from

Long-range fishing fleet 1504000 100
Wheat flour 85,000 150
Sugar 30,000 . 55
Rice ' 24,000 ' 28
Canned fish 19,000 200
Hardened fats 12- 15,000 1000
Coconut oil 9,700 . 130
Palm oil ' 7,700 50
Beef (frozen, chilled, eanned) 7,600 50
Canned Pineapple 7,000 4000
Canned tomato purss 4,200 240
Canned mango 3,600 SbOO
Groundnut oil 2,100 26
Palm~kernal oil 1, 600 23
Citrus (cannad & bottled) 500 100
Pork producss 400 (800) 10 (20) of pork

Conaump,

ol



The present analysis does not deal with the largely known weaknesses conneoted -
‘with the rushed establishment of a great number of mainly government industiries
within a few recent years:

a) the lack of competent managsment,
. ©B) "™ " 4raining, especially of on-the-job trairming,
i, c) the tendency of over—staffing,

d) " " R  employment of poorly-~qualifisd applicaants undexr the
influence of nepotism and tribdalism,

e) the danger of inactive attitudes, ranging from complacsnoy through

indiffersnce and frustration, among managements in govarnment
enterpriss, ) =

Currency:
The currency used in the report is the Few Cedij
a) original rate of exchange 2 Nf = £1 (stgz.),
'b) since devaluation 8/7/67 2.86Nf = £1 (st3.),
) since £ stg. devaluation -/11/67 2.45 Ef = £1 (stz.).
The sterling devaluation is not considered in the report. Pressnt and future

. calculztions are made on bass b), reference to pasi expenditures (e.g. invesimants
before July 1967) on base a).

Abbreviations:
e CMB Cocoa Marketing Board
o CMC n " Company

FMC Food Marketing Corporation

FRDU Food Ressarch and Development Unit
(joint projeoct FAO/UN and Ghana Government)

FRI Food Research Institutls
(Ghana Government Counterpart %o FBDU)

GETC Ghana FNational Trading Corporation
FLC Hational ILibarstion Council

SFC Stats Fishing Corporaticn

S SPC B8tate Sugar Products Corporation

TDC Tzma Development Corporation



Abbreviations (ocontinued): _
TPI Tropical Products Institute (London)

UGFC United Ghana Farmers'Council (defunct)

) M.F.V. Motor Fishing Vesssl
c U.H.T. Ultra High Temperaturs
Mapss
M¥aps, locating the food industries, are using the following symbols:
D plant, in operating condition E] private ownershkp 7
J ", nearing completion =] Government ™
] ", under construction mixed priv./Govt.ownership

Figures added to thess symbols state (in tons output) annual processing capacity,
based  on normal technical performance during 250 operating days at 16 hrs. or a
shorter number of days according to seasonal limitation (e.g. sugar, tomato canning);
those in brackets state annual (average 1966/67) output in tons, achieved in actual
opseration,



Meat -
Slaughter and
Processing plants

8 = slaughter
¢ = canning
P = pig processing

T

gm

¢ Tamale

Tora
P 400

. (200)
akoradi
total total rate of
2, capacity output utiligsetion
s7c 7350 435 3.5 %
P 400 200 50 4%
£000 680 8.5 %

Bemarks: It is plannsd to changs tha location of ths Acors pig
procesaing plant to Teaa and at ths same tims doubls
its pressent capacity.
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"1, MEAT INDUSTRY

Msat consumption in Ghana has declined. Imporis, the main source, have been

© taxed heavily, resulting in a 50 % price increase. An equally important factor is

the decrease in real consumer incomes during the period 1963-66, especially in urban
areas. - The establishment of a few special meat shops in Acora, which sell chilled
and frozen meat in "continental™ ocuts mainly {0 an increased non-English European
population, is insignificant.

Table 1 : Development of Livestock and Msat Importation and
official slaughter figurss 1961/67

1961/62 1966/6 deérease
(‘annual annual absoluts per head of

population
Cattle (number) B
imporis 100,000 57,000 43 % 54 %
controlled slaughter 110,000 67 4000 40 % 50 %
(slaughter house records)
Sheep & Goats (number)
imports 170,000 66,000 60 % 75 %
controlled slaughter 225,000 140,000 38 % 47T %
Meat
imports, including 8,800 5,600 36 4 45 %

canned (tons)

With the devaluation of the new cedi in July 1967, a modification of government
meat import policy was implemented. Without regard to the economic implications,
meat imports (including canned meat) were released from between 25-45 % taxation in
order to offset the devaluation effect, while the equivalent tax load on livestock
was retained., The effect is that the devaluation has replaced governmsnt taxation
on meat imports, while adding another 43 % on the cost of importation of livestock.

Table 2 ¢ Qovernment taxation on beef and cattle imporis |

1960 1961 1962 1963 1965 1967
20

( in new pesewas per pound (Oct.)
Beef (o0.i.f. price)

frozen carcass 20 20 20 20 28.7
import duty - 2.5 5 5 5 -
sales tax - - - - _ 2.8 -
70 33,5 25 25 278 58,7
taxation in % of
c.i.f. price - 12,5 % 25 9% 25 % 39 % -
» Cattle (Zebu, carcass ( in new cedis psr head (N¥p/lb. carcass egquivalsnt) )

weight 300 1bs, valus
of non-carcass paria
15%) price at bordar
in Upper Volta 58(16.4) 58(16.4) 58(16.4) 58(16.4) 58&16.4) 83.00(23.5)

export duty, Pugu* .. .o e - 3(0.9) 8.6(3.5)
import duty, Paga - - - 2 6 6
sales tax - - - - -)2,6 9.9)6.5 14.25%7.7
income tax, Accra - - - 1 1 1

58(16.4) 58(16.4) 58(16.4) 67(19.0) 83.9(23.8)118.85(313.7)
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Table 2 (cont'd.)

" combined gov't tax )
in ¢ of price at border - -

15.5 % 45.5 % 43 %
Chana gov't tax. in %

of import prics - - - - 15.5 % 37.5 % 0 %
* figure for 1967 according to traders' receipt (fr. 2000),
" " 1965 " " unofficial report.

This policy hit the livestock and butcher trads, but hardest the government
meat factories. While thess like the urban butcher trade depend on imported livestock
as raw material, their sales are limited {0 a differsnt market. This markei consisis
of the meat shops, "cold stores™ of department stores, hotels and instiiutional
buyers, such as schools, universitiss etc., i.e. buyers with refrigeraiion facilities
. who are equally inclined to buy imported meat whenever a price inocentive arises. TYei

more directly under competition of imports is cornsd besf produced by the government
meat factory at Bolgatanga.

The public markets, where ths majority of the population buy and where an esii~
"mated 90% of meat for Ghanaian household consumption is sold, are up to now clossd
1o chilled meat supplies from the factories. This is mainly a question of price, due
to higher production and transport cost in the factories' price calculation. Besides,
the retailing butcher and the market shopper prefer fresh slaughisred meat %o chilled
and mors so to frozen meat, partly by taste preferencs and partly because of the

higher perishability of meat, in the generally warm and bumid climate, afier release
from. cold storage.

The competition for the butcher trads is more of a marginal kind., It needs to be
strong enough to pull the fresh meat customer away from his or her favourite shopping
place, the public market., It arises on the one hand in form of low price imported
cuts, often by~products of meat factories in dsveloped countries, in various pressrved
forms i.,e. frozen, dried, salted or canned; on the other hand the compstition arises
in kind of a growing demand among the educated consumers for more hygienic slaughter
and r-tailing facilities. The neglect of these facilities by the local authorities
has become too obvious., The chronic financial difficultiess faced by these authorities
during the past years havs turned meat markets and slaughitaer houses from well-squipped
"egsential services" to run-down revenue sarners.

The strongest position among imported meats is occupied by mutton and lamb, This
meat is available on the world market within comparatively low price brackets, while
the preference given to sheep and goat meat by Chanaian consumers is reflecisd by a

high price differential between sheep and goal meat and other kinds of meat sold in
Ghana,

Table 3: Constellation of meat wholesale and retail prices
- in Accra Oc%./Nov. 1967
carcass, wholesals bonsless, retail
(in new pesawas per pound)

Bes?
frean 40 ~ 45 6 ~ 175
chillsd 50 = 55 70 =130

frozan 35 —- 45 55 =110
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> matle 3 (ocont'd) s
" Mutton & lamd
freszi 50 - &0 75 - 85
frozan 30 = 45 ) 55 =100
& Pork
frezn (fxom local breeds) 18 - 25 35 - 45
. ckillad (from imported 22 - 33 45 =100
breeds) ;
Chickexn wholesale retail
live »ixds (dressed .
weight) 45 = 55 55 = 15
_ “dressad {from imported i
breeds) 55 - 65 75 =100 =
frozsez 40 - 55 60 =100
Table 4 : Calculation of meat consumption in CGhana (according to
import statistics 1965/67 and estimates of local produciion
3 imported from imported from local total percant
meat slaugntarstock slaughitsrstock
and game
. tons (torns carcass equivalent) tons %
Beef including smoked, ’
drisd znd salted 600 8000 6000% 14,600 24.5
_ Mutton and lamd 1000 1000 ' 2500%# 4,500 7.5
s Pork including bacon, : -
haz a=& dther pro- : ‘
= cessed 3Tk 400 - 4000%* 44400 TS5
. Poultry (dressed) 500 - 2500% 3,000 5
Carred meat products
(m2i»2y corned beef) 2500 100 - 2,600 4
Other meat including '
aze, "bushmeat"
hazaiilla, snail, :
etc.) 500 - 28000* 28,500 47.5
Edi»l2z slsughter ’
offals - 100 1300 1200 2,600 4
5,600 10,400 44,200 60,200 100.0
»
F * estirstss taken from Dr. Kassem's Couniry Study (Chana) on "Animal Bnsgbandry,
Prodzztion and Health", FAQ, 1955,
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Urban meat consumpiion in Ghana shows a different struoture from that in rural

- areas. Noat of the imported meats are consumed in towns, also most imported livestock

is slaughtered for town consumption. Of local livestock approximately one-third pro-
bably serves urban consumption, the remaining two-thirds as well as eighty per cent
of game and other "bushmeat" being consumed by the rural population. It can be con-
cluded that urban meat consumption in Ghana centers on imported meatl and meat from
imported slaughterstock, while rural meat consumption centers on bush meat and local

.slaughterstock, This is confirmed, with regard to urban consumption, by a comparison

of livestock imports with slaughter records of the presently 265 conirolled slaughter—
houses and =-slabds, all in urban* places, (ref, Table 1). It is this urban con-
sumption on which most industrial food processing undertakings in Chana are focussed.

While the previous paragraphs descrided the situation until early 1968, a very
recent important government decision has shifted the accents. The decision was taken
two months after submission of an FRDU/FRI Memorandum on impori policy for livesiock
and meat** and introduced a ban on beef importation. The full impact of the decision
¥ill only be realizable after a longer time period. The ban was tIs comsequence of
the partial treatment of livestock — and meat imports with regard to duty and othsr
taxation since July 1967 (ref. Table 2); it was the only :liernative to an unpopulazr
re-imposition of duty on meat imports and/or a further revsnue loss by cutiing of
duty on livestock imports.

The ban has widened the market for both traditional slaughter trade and meat
factories, Initially, conventional buyers of imported meat will turn to the meat
factories for substitution. Wholessle butcher trade, howevser, may with lower prics
offers and improved presentation succeed to take over a substantial share of this
vacant demand. Prices are bound to increase, sinc: only the low price meat imports
prevented the livestock and butcher trade from trznsferring the nominal price in-
crease of imported slaughterstock, after the devaluation , to the consuwmer. Indi-

cations of a 15% price rise for beef, mutton and lamb can already be obssrved in
Accra markets.

All three fields of meat processing, i.e, slaughter and cutting, preservation,
and product diversification, are represented in Ghana's three meat processing plants
as woll as in the traditional sphere of meat processing in the couniry., The thres
plants are the government slaughter plant at Tema, the government slaughter and
canning plant at Bolgatanga, and the U.A.C. pig processing plant in Accra.

Only the last mentioned plant appears to be economically viable. Here, on average,
50 pig carocasass are processed each week into a varisiy of port products., The pro—
ducts or product groups in sequence according to turnover are @

meat patties

sausage rolls

fresh sausags

bacon

hanm

delicatessan (i.e. sausage specialties)
and pre-pack pork,

* "Urban" siratz, counting towns of 5,000 and mors inhadbitants, comprissd 27% of
Chana's population in the 1960 Census.

*#"Trgent Memorandum (to Economic Committes, NLC) on government policy ragarding ths
Inportation of livestock and ¥eat", Accra, Fov. 1967,
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The assortment is obviously dirscted towards urban demand and derived from

‘imported products for the conventional demand of the British expatriate population
in Ghana, While expatriate patronage still appears to be the backbone of demand for

those products, an equally important share is sold to Ghanaian consumers. With
further improvements of quality and more expansive advertising and salesmanship the
turnover of the pregent assortment could well be doubled, and in certain products,
such as ham and bacon,more than quadrupled, before attaining full substitution of
imports. The pressent rented premises do not allow much improvement nor expansion of
processing operations, Thersfore new siting of the plant is in planning, with optimal

" plant lay-out and doudbling of present capacities.

Viability of the plant is secured, besides skilled managsmen%, by growing
surplus production of pigs in the country, especially in eastern coastal areas., In
these Ewe and Ga—Adangbe areas pig—raising and consumption of pork is traditionally
developed. With the introduction of imported breeds, production in this arsa appears
to have doubled. At present, about 150 pigs of imported (e.g. Yorksghire) breed are
supplied weekly to Accra by the main raisers in the QGa-Adangbe areasd. Considering the
average carcass weight of 120 1lbs, as compared with 45 lba from local breeds, this
supply constitutes already 500 tons annually, i.e. over 10 % of estimated total pig
production in Ghana (ref. Table 4).

While there are still large unexploited feed resources for pig raising,
consumption of pork is near the limit set by the prevailing consumption habits., Apar?t
from Moslem influsnce, there are many non=-rsligious tradiiional prejudicss* against
pork eating among all parts of Chanaian population, strongsst among those of ths
Akan tribes.

Against this background, the role of pig processing has gained an unequalled
importance, because it may be the only quick means of widening the acceptancs of pork by
by Ghanaian consumers. Only to a small extent can this potential demand be raised by
the type of processing done by the present U.A.C, plant, New avenues for the com—
mercial utilization of the growing surplus of pig meat have to be chosen. Ressarch
into traditional methods of meat processing in Ghana, such as drying and smoks—curing
and their adaptability to industrial processing operation, would probadly lsad to
pork products more readily accepied in Chanaian markets., Here lies a promising fisld
for the FRI officer for meat processing and product development.-:

Canning is another, though second=ranking approach. The high foreign exchangs
expense on packaging material and machinery must be considered. The planned U.A.C,
investment envisages sausage canning, as already practised by the same concern in
Nigeria, Considering the long—~term dependence on beef and cattls importation as
compared to the low-price surplus supply from local pig production, the development of
corned pork labelled as "Cornad Meai", might be worth an effort.:. If only 20% of the
popular demand for corned beef could be diverted to such a product, a 15 - 20% in-
crease of present pig production would bs adsorbed. Re-imposition of the former
(before devaluation) taxation on cornsd beef importation and economic pricing of
Ghana-mads corned beef would be a pre—condition., While then cornad beef would sell
at approximately 65 Np retail, "Cornsd Meai" at lower packazing cost (round cans) and °
meat input of 24 Fp psr 12 oz. could be sold at 48 Hp retail,

* Soms of those "prajudicea™ are wall foundsd on sxpariencs with dissasas carried
from pig to man, e.z. trichinosis, Improvemsnt of hygiens and veierinary control
cver ths whole pig indusiry will taks a lorg way to ruls oulb thoss valid suspicions,
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An exampls of untapped feed resources for pig production is the Nzima copra zonse.

- Fresh copra cake from rural oil production, fed to pigs in the Volta Region, is

completely wasted in the Nzima area where pig raising and consumption of pig meat
appear to be widely unknown. The wasted cake ocan be estimated at 500 tons per annum,
Some 1200 Yorkshire pigs could basically be fed on this valuable feed which would
probably be available at 20 Ep per owt. including collection cost., It should not be
difficult to raise such pigs at a production cost of 18 Np and less per pound carcass.

The envisaged nsw U.A.C. plant is considered to expand its production program
into the field of poultry and beef products. While primary concentration on pig
processing would be most desirable by reasons already discussed, any effort to open

new markets for the country's growing pouliry production can only be welcomed.

Poultry is after pigs the next meat stock which may soon develop surplus pro~
duction. The new government hatchery at Winnabs with a final annual capacity of up
to 10 million chicks, may exert a tremendous impact on poultry prgduction, provided
the distribution of day-old chicks all over the country can be cohducted according to
plan and will find ready acceptance by the rurzl population. Besides ths development
of a variety of local poultry products, partly in substitution of importsd products,
the sale of dressed birds at lowser prices than at present could consideradbly raisse
consumption of local poultry in urban arsas. At prevailing low prices for maizs, the
sale of dressed chicken at 55 - 60 Np per pound retail should be possible. It appears
that a few larger raisers within maximum distance for non-refrigsrated transportation
of dressed birds to Accra are controlling the prics,

To let more compstition enier, especially from small- and medium—-scals raisers
who represent two=thirds of supplies, a dressing and packing plant at Accra could
have a substantial impact. The plant could reduce processing costs by concentration
of dressing and packing operation, attract supply of live birds from a varistiy of
sources and thereby gain in bargaining power, devslop standardized quality grades =axnd
guarantee uninterrupted refrigeration until delivery of the chilled chicken at meas
shop, supermarket or catering enterprise in Accra.

In addition to these existing outlets, the public markets could be supplied with

1sei1ing facilities for dressed poultry, This step would not only increasse sales con-

siderably, but also exert some pressure on itrade margins of established retail outlets,
since market traders are used to trade at a low-cost and profit-margin, Consignments
for market traders should be killed on the esrly morning of delivery and not chilled.
Like other meat sold in the marksts, they are to be s0ld out by noon of the same day.

A dressing and packing plant complying with a2bove outlined policies should be
able to achieve a turnover of 6 tons wesekly or approximately 4,500 chicken (at average
weight of 3 lbs.) for Accra customers only. A refrigerated van may be employed for
the supply of other towns and institutional customers in south Chana, if prices and
sales volume justify the extended sales operation, Total turnover could thsn bs well
above 6,000 birds weekly or Nf 8,100 at an assumed a*erage sales price of Ef 1.35 per
chlcken.

The two government meat factories at Tema and Bolgetanga are concarned with ths
slaughter of livestock, pradominantily cattle, and the processing of besf and dby-pro-
ducts., Both plants are in ths second year of opsration, but sitill produolhé et les:
than 20% (Bolgatanga) and 5% (Tema) of capacity. In spite of management aid by the
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supplier countries (West Germany and Yugoslavia) both operations consume heavy direct

. or indirect subsidies. Their problems are of basic nature and it is at present still

doubtful whether they can be solved without ignoring sound economic and social
principles.

Tema. The plant, in operation since late 1966, is importing livestock and

.-8elling meat and carcass to supermarkets, hotels and institutions. Only small

quantities, however, were until recently ordersd by these buyers, who paid less for
imported meat or for carcass meat supplied by wholesale butchers in Accra, and who
receive offers as well from the government meat factory at Bolgatanga through its
Accra sales office., With the lately introduced restriction of beef imports and the
Tema management's determined effort to obtain a market share at prices far below cost,
orders have increased but found the factory unprepared with regard to organized supply
of slaughterstock., Even if maximum attraction of the conventional buyers of chilled
and frozen meat could be achieved, the slaughter demand would scarcely exceed 10 heads
cattle and similar numbers of sheep, goats and pigs per day. -

To increase sales beyond this level, a break-through into the traditional
slaughter meat market would be required. Only at prices below 40 Bp/lb., delivsred
at Accra markets, this may be achisvable., Such price calculation would admittedly
leave both expense- and overhead-costs of the slaughter plant uncovered and would
require a monthly subsidy of Nﬁ 5,000-10,000, The T.D.C. (Tema Developme: 5 Corpc-—

>i ration), which is running the plant as one of its enterprises, is determinesd to use

part of its large income from housing estate rents for these subsidies., The gusestion
however arises, if the TDC management is not acting against the interest of both
communities, Accra and Tema, and of the country's e-onomy as a whole, when using
public funds in order to under—cut cost prices of sconomically viable enterprises.

Apart from those direci subsidies, indirect ones in form of import privileges,
implying revenus loss for Government, have to be included in a review of subsidies
paid to both factories, Tema and Bolgatanga., One privilege, the exemption from sales
tax, which for the livestock trader amounts to Nﬁ 14.25% per head cattle and is paid
together with duty on importation into Chana, is only enjoyed by the Bolgatanga plant

~due to its category as "meat processor™, A further tax load for the livestock tradsr

is the payment of Nﬁ T income tax flat rate per head of cattle, to be paid before

- application for foreign exchange transfer can be made, This obligation does not

exist for both factories. Another very important privilege is the supply of pur—
chasing funds in foreign exchange. This enzbles the factories to establish purchasing

‘accounts in supplier countries, vhile the livestock trader does not receive foreign

exchangs until approximately three months after collecting of stocks in the supplier
country and must employ special agents for the transaction of a ssries of formalities,

- This difficulty in foreign exchange supply is reflected in a surcharge of mors than

fr. 2000 or Eﬁ 9 in import price calculatioms of the traditional livestock trade.

The three privileges result in an artificial trade advantage for the government plants
of Nf 30 (Bolgatanga) end N£ 15.75 (Tema) per head cattle, of which amounts Ef 21 and
Hﬁ T respectively ars a clear revenue loss to Government. This fact has to be re—
membered in course of any comparative cost analysis of traditional against factory
trading and processing operations,**

®# Very rscently reducad to Nﬁ 13,30,

#%T™111 cost account of traditional operations in the importation, distridbuiion,
slaughter— and retail trade is given in Appsndix 1, further details on adninistirTa-
tivs procedures cornsctad with livestock importation by the traditional irads ars
given in App. 2 to FRDU "Memorandum", quoted on page 13.
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As another less expensive move to raise the factory's employment, it has been

* puggested to close the obsolete Accra slaughterhouss and divert all slaughter through

b’!

the Tems plant. However, this cannot be recommended, since such change would intro—
duce higher slaughter— and transport-margins and thereby increass the meat price in
Accra markets or call for high subsidies,

The plant cannot compete with the butcher trade. The investment of approximate-
ly 1 million New Cedis would even at 3 shift operation present a bill of Bﬁ 3 per
head cattle to cover the cost of depreciation and interest on investsd capital only.
This is already Nﬁ 1.20 more thas wholesale butchers have to pay for the use of
slaughter facilities in Acora inclusive of kraal fees and transport fees kraal -
slaughter house - meat market. The labour expense for the butcher and his assistants
amounts to approximatsly Nf 3/head raising total expense for the butcher to Nf 4.70.
At Tema, operational expenses could be estimated at approximately Nﬁ 6/head. These
would have to bs added to the Hﬁ 3 investment cosi, plus Eﬁ 1.50 cost of refrigeratsd
transport of the slaughtered animal to Accra (22 miles), bringing_the total cost of
slaughter at Tema meat factory for the Accra market to at least Kﬁ 10.50/head cattls,
In addition to more than doubling the buicher's slaughier expense, slaughter at Tema
would necessitate frequent if not daily travelling for the Accra butcher who would
want to control movement of his cattle 23 well as timely shipment of his slaughter
products, especially the intsstinal ones which can only be sold profitably if
slaughter—fresh, Since all butchers would want delivery early in the morning, chil-
ling of part of the consignments would be unavoidabls, introducing the above msntionad
problem of lower acceptability of chilled meat in the markets, The greatest problenm,
however, is the absence of sufficient slaughter demand in the Accra-Tema area to
utilize more than one shift operational capacity even if all slaughter were done by
the factory. Present daily slaughter in the area amounts, on average to 35 heads
cattle, 60 sheep and goats and 30 pigs, of which numbers approximately 85% are
slaughtered in Accra for Accra consumption. It appears that at the time of planning
1961/62 a consumption of double these amounts of slaughterstock by 1967/68 was en—-
visaged for the area. Such optimism was supported by approximately 50% higher Accxa
slaughter figures at that time, the plan for rapid expansion of the new township Temsa,
the general accelerated population increase observed in urban Ghana at a growth rate
of 7.5%, and the reliance on further increases of consumer income. The result de-
monstrates the importance of realistic planning, which should include reservations
and precautions rather than rest on optimistic speculations. Bassd on the quotsd
Blaughter figures as the plant's maximum potential employment for ths near futurs,
the investment costs (depreciation and interest) rise to Hﬁ 9 and the operational
costs to approximately Nﬁ 10 per head of cattle slaughtered. Adding Nf 1.50 trans-
port cost for delivery at Accra, the expense for the Accra wholesale buicher would bs
abovs Nﬁ 20 i.s, more than four times his present expenss. Even if total invesiment
costs were written off at government expenss, the operational, including delivery- ,
costs would remain 150% above the pressnt expense incurred for the wholesale-butcher
in connection with slaughter in Accra, ’

) It also has to be kept in mind that a high share of factory costs and directly
or indirectly in foreign exchange i.e. the greater part of the invesimenti, repair and
maintainance costs, fuel and power supply etc. Regarding the limited slaughier po—
tential of the area, the foreizn exchanze componsnt in slaughter cost (includirg in-
vestment cost) per head cattle at Tema would, even with maximum paironage, amount te
approximately £3. 10, =.

§
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Apart from the high cost of plant operation, also the factory's purchasing costs
have been much higher than those of the Accra wholesals buticher. Inoxperienced pur—
chasing and transport organization resulted in overpayment of agents and T - 15%
losses in transit by deaths, disease and emergency slaughter, The factory—ownsd
fleet of cattle lorries has increased normal transport cost by travelling one way
empty-loaded. Experience may in course of time yield better resultas., Eowevsr,
there remains the danger of less visible though serious lossss wherever large-scals
purchesing for a government or private concern is made from a market as intransparsnt
as that for livestock.

Bolgatanga : The factory was planned for the production of corned beef., However,
it appears that this plan was ill-conceived. Corned beef production is an economic
proposition under two alternative situations 3

a) where substantial surplus of low-cost slaughterstock nseds to be turned
into a product marketable over long distance, e.g. to overseas countries.
(e.g. the situation in most South American countries.) -

b) where strong and generally applied consumer preference for specific cuts
of the carcass meat and low appreciation of others crsate largs amounis
of scrap meat as low-price raw material for corned beef manufaciurse,
(e.g. North West Zuropean countries.)

In both cases, the plant output has to be large enough to maks the production
of meat extract as an important by-product of corned beef production technologically
feasible. Corned besf produced under thess conditions is a cheap and popular conve—
nience food, successfully introduced in consumer markeis all over the world wherever
it offers a price advantage compared to fresh meat. Neither situation a) nor b)
prevail in Ghana, who imports the grsater part of her slaughter—stock and whoss2
population has developed 1little preferential differentiatiorn in the consumption of
carcass meat; nor does the scale of production at Bolgatanga permit the investment of
an extraction plant., A cost price calculation of corned besf producsd at Bolgatanga

- therefore results in a retail price of approximately 85 Np. per 12 oz. can, i.e. 60%

above the price for fresh beef in Ghana's urban retail markets. I{ can bs assumad
that practically no sales could be made at such price, Squeezing down this price by
waiving duty on raw material, writing off the investment, charging only direct pro-
duction cost and narrowing wholesale and retail margin by conirol price ordinancs,
could afford a minimum retail price of 65 Np. This price would still be 25% above

the retail price of beef. Should cattle importation for ths butchsr trade be squally
freed of duty and salestax obligations, this price diffesrence would widen again to 45%.
Any retail price fixation below 65 Np. means government subsidy in actual expsnse with
every can of corn=d beef produced; i.e. the present governmsnt controlled retail price
for "Volta" corned beef of 45 Np. involves an immediate subsidy of 20 Np. per can.

Regarding the effect of substituting corned besf imports by national corned bes?
production, the unfortunate result is that the foreign exchange component in production
cost of one can o?f "Volta" corned besf amounts 1o spproximately 48 Np. i.e. 33% adove
the average c. i.f. prica of standard qualiiy corned bsef from Europe and South Amsrica |
and 50% above that of the more comparadle Israsli, Yugoslav or Chinese brands,
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Table 5 : "Volta" Cornéd Beef and Imported Brands,
Cost-Price Calculation 196] (after devaluation)

IVolta® imported (4rgentine,)
Brazil
(¥p. per 12 oz. %in)

raw meat input (value on the hoof) #38 éBZg**

package 12 6 aver.,

"transport 2 c.i.f. 36

dir. process. cost 10 ( 8 Tema

min, wholesale price in Accra 82 (48 : 40
over-head cost 1007 L
' 12 (55

‘government controlled retail prics 45 ; - 50

-

# 28 Np/lb. carcass on the hoof at factory gate
10 n compensation for bore weight (26 %)
38 n less 25 % weight loss by evaporation

= 38 Fp. per 12 ouncses,.

*%* Figures in trackets are projected for break-even scale of
total slaughter operation according to schedule of Appsndix 2,
when C.B, production (remained at present sizs) would absord -
only ons—seventh of toizl meat production with the consequence
of concesntration on low valus meat for canning. They further
speculate on the use of round cans produced by ths can making
plant of the new tomato cannery at Bolgatangz, as well 2s on
reduced direct and overhead costs by improved skills and cost”
degression with larger slaughter (not canning) output.

In view of this situation it ean hardly bs recommended to continue ths production
of corned besf, If the Government does not wish to completely extinguish ¥Volta"
corned beef from Ghanaian merkets, then the alternatives are to either re-impose duty
and sales tax on imported corned beef and raise the retail control price for bho'h
local and imported products to 65 Np., or allocate an affordable amount of subsidy
and limit production to such fundsj ®.8., at prevailing control pricse the annual pro-
duction of 500,000 cans (approximato 1967 ou%put), whioh covers approximately 10 %
of consumption, would absorb N 100,000 subdsidy. '

The faoctory management has for the meantime dacided to keep the produstion of
corned beef at the prasent low level of approximately 10,000 cans per week, equivalent
to 1 day's (10 hrs.) production i.e. operation of the ‘canning line at 15% of capacity.
This absorbs about 60% of the 1967 monthly slaughter average of 300 - 350 heads, based
on the expsrisnce that 1 carcass of the factory-average weight of 280 1lbs, yields
200 cans (12 oz.) of corned beef. In practice, of course, corned beef is mainly pro-
duced from foraguartar msat and hindquarter scrap, while hindquarter top cuis and

whole hindguartasrs ars shipped to meat stores at Acora, Takorsdi and Kumasi in re-
frigerated meat vans, This quantity of chillad bsaf, equivalent to 30 carcasses per -

week, was tha shara ths faotory could acquirs in the marka’ for ohillsd and frozen
beef in 1967, The quantity could be doudbled soon afisr ths dban on meat imporiaticn
was imposed. The bulk of this quantity is 8till sold in Acora, though Kumasi is
gaining importance in the faotory's sales., Mea%t shops, depariment storss and insti- .
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tutions are still the main ocustomers. Increased sales efforts and the lately intro-
duced competitive price siructure based on cost calculation under assumed reasonabls

- utilization of capacities* may well raise the monthly slaughter throughput in 1968

to 500 heads.

However, in spite of the increased demand from conventional buyers of chilled
and frozen meat resuliing from the change in government import policy, the factory
needs to enter the fresh me~ % market in order to utilize its slaughier and transport
facilities to a profitable extent which would be reached at a slaughter rats of at
least 1,200 heads per month.

Is such a break-through into the field of the traditional meat trade possible?
Regarding the already mentioned adverse attitute of the buicker trade towards chilled
meat and the high production cost (compared to municipal slaughter) at Bolgatanga,
the answer can hardly be positive., However, in view of the izportance of the fresh
meat market, the factory's sales policy has to make every effort to find entry to
this market.

Unlike the Tema plant, the Bolgatanga plant is confrcnted with a large demand
for slaughter meat in the Ashanti region, the region with highest beef consumption
in Ghana, concentrating in Kumasi where 80% of the region's controlled slaughtsr
takes place, With an average daily slaughter rate of 55 heads catile and 70 sheep
and goats, Kumasi is the leading meat market in Ghana, besides its geographically
favoured position as the country's central livestock markei. The Bolgatanga-Kumasi
road is the main cattle transport road, offering the same transport distance for meat
on the hoof as well as chilled in carcass form, Kumasi offers itself aa tha essential
outlet for the factory's meat production.

However, one of the planning errors in estadlishing the Bolgatanga factory was
the speculation that carcass transport was more econcmicel. I% has, instead, turned
out to be mors costly than live transport, by the following reasons:

1) The invesiment in a refrigerated van is nearly twics as high as in a ocatile
lorry of equal horse power and carrying capacity. Also insurance, nainte-
nance and running expenss are substantially higher,

2) The payload, already reduced by the heavier insulated body, refrigeration-
equipment and-machinery, can not be utilized =t more than 70% due to the
specific needs of chilled meat transportaticn (fres hanging).

3) Edible non-carcass parts, which in Ghana forz one—sixth of tks catils valus,
lose 25 — 50% of their slaughterfresh markst valus by the need of long
distance transportation in chilled and, as nscessary with most of thess
products, frozen condition,**

4) There is normally no adequate return frsight,
A cost calculation for chilled mest transport Bolza*anga-Kumasi (Acéra), undsr
£

ol
assumption of empty return trips*** results in 45 (40) ¥p./ton-zmila or 7 V2
(10) ¥p./1b. carcass, including the charge for value loss of transportad non-carcass

# ghown in Appendix 2.
## Bulk-zale fresh at Accra slaughterhouse Nf 2

0 - 25;
returns for frozen delivery (from Bolgatanga) X# 12 - 18,

#22% Sozs return freight has meanwhils been attraciad, zainly duilding materizl,
beer (at very low rats) and frozen fish (seasoral). Whils at prassni thssa
freight incomes reduce meat transpori cosis by spproxizmataly 20%, it is
doudbtful 4if this relation can bs retained with increazing =msa% shipmanis

to the Suth,
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parts (ref. 3, aBove). The equivalent cost figure for livestock transport from Paga

- (border station 20 miles north of Bolgatanga) to Kumasi, based on actual irade charges

for itransport- and other services involved in this transaction and including a risk
allowance of 2% for deaths* and emergency slaughter in transit and 1% weight loss,**
is 28.5 Np./ton-mile or 5 Np./lb. carcass (ref. Appendix L} 2

This comparative disadvantage in transportation cost and the high overhead costs

- of the Bolgatanga plant make it even under prevailance of the above mentioned sub-

sidies (privileges) impossible for the factory to compete with fresh meat whole-

sale prices. The price difference may vary between 1l0-25% depending on further
government policy in the taxation of livestock trade. The lowest offer of chilled
carcass to Kumasi butchers could at present be made at 45 Np,/lb. (ref. Appendix 2),
while the present wholesale price for fresh slaughtered carcass, at Kumasi, of 36 Np.
i8 expected to rise as a belated devaluation effect to between 39 - 42 Np./lb. (ref.
Appendix 1). Not considered in the factory meat price calculation is the eventual
need for cold storage at Kumasi, without which daily supply to market butchers, a
necessity, might not be reliably secured. Further has to be considered that with
equal treatment of livestock trade with regard to taxation and foreign exchangse supply
(ref. paze 17) fresh-meat wholesale prices would decrease by at least 5 Nvo. per pound.

It is hard to find quality characteristics of the factory's carcass meat wkich
are interesting enough for the butcher and consumer, who both shars a preference for
fresh meat, to overcome the mentioned price differencse.

One consideration in the decision to establish the Bolgatanga plant had be=n the
long-range government efforts to stimulate and support the develorment of commercially
operated local livestock herds. To establish a guaranised market for local slaughter—
stock and to develop the factory's holding ground into a large-scale cattle ranch
were among the aims of the project. Unfortunately, these aims were crossed oy the aim
of bringing the employment benefit of the project to an area with unemployment prchb—
lems by reason of overpopulation, A compromisses beitwsen tiece aims seems hardly
possible, In a country with vast underpopulated areas with egually good natural con-
ditions it is a wasteful effort to boost livestock development in an area where most
of the terrain is under intensive cultivation and the remsining part threatesned by
river blindness. As it stands, the factory's holding ground and cattle ranch «t
N odi, 20 miles east of Bolgatanga, is an expensive appendixz to the enierprise, As
a holding ground it increases transport cost, since half of Lhe cattlas ars imported
through Paga and travel an extra 40 miles to pass through Naugoai.*** A holding gocund
should be closs to the factory to avoid long drives on the hoof before slaughter,
respectively avoid the undesirabls stress the wasteful loading and unlcading exerts on
the cattle. That sufficient uncultivated land for this purpose had apparently not bsen
available in closer vicinity, confirms the unfavourable location of the project.

This low percentage is confirmsd by a seri2s of interviews with live
and lorry drivers at northern border stations. An increase, however
during the dry season, sincs ths lake formation has developed a transp
at the Yeji ferxy. Installation of a ascond ferry at Yeji and/or improvemen
the Kintampo road is a much neasdsd govarnment investment,
#% This percentags is deliberately assezzszd, Accordinz to traders' interviews thers
is no noticable weight loss, Carcass wsights at Accra showsd the same averaza
as carcass of the same grade at Bolgatanga meat factory.
#*%#The managemsnt is now trying to avoid these costs by gearing cattle imporis
through Paga to waskly slaughtsr needs and transferring 2 - 3 dsys consignmen
on the hoof from Paga guarantine 8tation dirsot to the slaushter plant
(20 miles).
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The hopes of the preseni factory management to utilize the ranch for the up-

. grading of cattle purchased in the lean season may not yisld the profit needed to

cover the expense of such exercise, Purchases during the past twelvs months show

; very little price and weight variation. The leanest condition of arrivals wa:

recorded in May with 5% below annual average live-weight and 8% below December,
the month with the highest monthly average of 631 lbs.

The predestined area for extensive cattle rearing appears to be the Northern
Region, extended into southern parts of the Upper Region e.g. Mamprusi, The optimal
center for a meat industry based on local and supplemented by imported livestock
would be Tamale, However, in view of the discussed advantages of slaughter at place
of consumption, the incentive would rest on intensification of extension work and
establishment of livestock markets. The question of slaughter in the livestock pro-—
ducing area may be reconsidersd as soon as production has become large enough to
fesed a plant of economical scale, e.g. at the rate of 500 heads cattle.per wsek,
While the weight loss during the terminal section enroute (present livestock trans-—
port Paga/nanori - Kumasi) is negligible, the weight losas over a similar distancs,
but starting at ranch grazing weight, may be a factor to consider.*

One generation might pass, before local livestock production in the Northern
Region will yield quantities such as mentioned above for shipment to urban southern
Ghana, By that time, wholesals and retail outlets for chilled meat will probdabdbly
comnmand sufficient turnover to absordb the output of one or two plants of ths
Tema/Bolgatanga size,**

A comparative asssssment of prioritises leads to the conclusion that for the
amounts so far invested in the two govarndent projects the existing 265 controllsd
slaughter houses and - slabs, where still 95% of slaughter for urban consumption

» takes place, could have been supplied with, on avsrags, Nﬁ 15,000 each; an amount

probably sufficient to raise the security, hygiene and efficisncy of their operation
$o acceptabls standards and even to relocats slaughter houses in a few most nesded
cases such as Accra, Further, operational losses incurred plus subsidies consumed
by the two faoctories during only ons year at pressnt low output can be estimated at
approximately Nﬁ 400,000, depreciation of only short-lifs equipmsnt and machinery
included**#, an amount with whioch 40 meat markets in Ghana's larger towns could be
overhauled and improved,

It is hard {to understand why the capital city of Ghana was unable to even supply
its primitive slaughter houss in the center of town with running water, while the
central government could spend huge amounts on immaturs prpjacts of 1little priority.

# However, recent investigations in Portugal in connsction with
German Development Aid projects, were unabdle to identify any loss
of carcass weight by medium distance rail transport of cattle.

#% Though the present analysis deals with catitle as the main and

up to date almost sxclusive slaughisr object of the two planis,
shesp, goats and pizs may also be slaughisred but will (wi th the
possible excapiioca of pigs at Tsema) not play any significan

role dus to ths ca3s of domestie slaughter of thassa anivals.

#%% That ths Bolgatanga plant, apart from causing & revenus loss on
cattls import of approximately NZ 80,000, did probably not expari-
enc® high opsrational losaasz in 1967, can be attributed to tha
complets absance of salarisa for high-pald itschnical and managsrial

8taf? which i3 s%ill providsd by Cerman Tachnizal Assistance, and
to largs numbers of livesiock in trades respsciively forsign
purchasing funds at hand, at time of davaluation.
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Much as the that-time central government is to blame for this wrong allocation of
funds, the municipal governments cannot be excused from exploiting public processing

. and merketing facilities as revenue earners, Substantial parts of fees levied on the

users of these facilities are not re-invested in the facilities, but absorbed as
general revenus, whils they should be reserved as funds for replacement and improvemsnt
expenses. In the case of the Accra slaughter house approximately 50% (of a total fee
of e.g. Nﬁ 1.70 per head of cattle, ref. page 17), in case of Accra's public markets
an even higher share of the fees is being diveried for general revenus purposes,

while these amounts, accumulated over the past 10 - 15 years, could have built up
sufficient funds to improve, re—organize and even relocate such facilities,

41',
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Summary and Recommendations

v

# 1. Rising meat prices due to high duty and other taxation on meat- and lifestock
imports, levied between 1962 - 65, have seriously affected meat consumption
in Ghana, especially in urban areas which depend for their meat supplies

@ mainly on imported slaughter stock. )

1

2. These tax levies were waived for meat, in order to balance the devaluation
effect, but retained for livestock imports, which partial treatment con-
sequently led to a rush for meat import licences and neceasitated drastic
import restrictions. However, while in the interest of the Government meat
factories (presently predominantly engaged in cattle slaughter) beef im-—
portation was practically banned, the importation of mutton and lamb, pork
products and canned meat 8.g. corned beef has suffsred litile restriction
and imports of these products ars believed to have increased sharply.

»?

3, The Government meat facicries enjoy tax privileges amounting to Hﬁ 7 (Tema)
and NL 20 (Bolgatznga) per head of slaughtered cattle, and further privi-
leges in foreign exochanges supply for c¢aitle purchases. Nevertheless, they
are facing great problems in competition with wholesale-butcher tradse:

a) high overhead costs,

b) high transport costs,

o) " limited market (espec. Tema),

d) consumer preference for fresh-slaughtersd meat,

e) losses in the disposal of by-products (espec, Bolgatanga),

£) dependence on refrigerated storage facilities for
i wholesale disiribution.

In view of the difficultj experisnced by the two factories to obtain sufficient
ordera, and the fact that both compete in the same markst, it appsars that ona
factory alons would have a better chance of survival.

-5

The Bolgatanga management has shown much initiativs in its attempts to com-
pensate for the above mentioned competitive disadvyantages by progressive

sales and business polioies, while the policy of the Tema mansgoment $0 subsidize
unrestrioctedly a ocut-throat competition by pudblic revenuss, is 'destructive to
trade., ILocation and disequilibrium of plant capacity and slaughter demand in

the area are structural disadvantagsa of the Tema operstion, which cannot be
overcome even by highly subsidized price offsers,

4. The production of cornsd beef in Ghena is unsconomic and leads to foreign
E exchange losses,

5 ILivestock—~ and buicher {trade are efficient bui badly nsglected with regard to
public market and slaughtsr facilities, condition of which facilities is »
deteriorating while they are exploited as revenus earners. Duty- and other




o
-~

6.

1.

- 25 -

taxation policy on trade with imported livestock appear discriminative, foreign
exchange transfer procedure could be much facilitated. It should be considered
that livestock import trade as compared with meat impori trade

a) creates more employment,
b) costs less foreign exchangse

¢) secures wider distribution (meat trade depending on
refrigerated transport and storage facilities),

d) 1is serving consumers' preference for fresh meat,

e) intensifies regional trade relations (more than 90% of meat
imports during the last years came from overseas countries).

Different from beef consumption, in which CGhana depends hsavily on
importation, the demand for pork and chicken is entirely mst by domestic
supplies. While thess supplies can readily be expanded, axpecially by
pig raising on by-products from oil seed- and grain-milling industries
and (in future) fish processing plants, demand has limitations:

a) for poultry as a matter of price which could for Accra
probably be reduced by establishment of a well managed
small-scale killing and dressing plantj;

b) for pork due to inherent consumer suspicion concerning
the hygiene and feed sources of local pig raising.

The plentiful supplies of pig feed (e.g. in the Nzima area) make

part—substitution of corned beef by "Corned Meat" from pork an
economic¢ proposition.

It is therefore recommended, tos

Restore fair competition in the livestock and msat market‘in the interest

of sound economic development by:

a) re-impozition of duty on meat importation (especially_ﬁutton
and lamb, pork and pork products and ocanned meat), )

b) waiving of sales tax on livestock importation,

0) improving of transfer procedure for the traditional livestock
import trade,

d) weight — grading of cattils at border—quarantine stations,
in order ito facilitate subssquent marksting in Ghana,

(more daetailed substantiation of recommsrndations a) - d) is containasd in
FRDU/FRI subrisaion to the Economic Committse (NLC): M"Urgent Memorandum,
subject Governmsnt Policy ragarding the Importation of Livestock and Xeat")
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- experienced in this field and ready to expand (ref. page 13).
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e) proteoting slaughter and butcher trade against competition
from Government enterprise at prices unrelated to production
cost and subsidized by public revenues,

£) urging and assisting Municipal and Local Councils to improve
public slaughter — as well as meat and livestock marketing facilities,

Discontinue corned beef production or, if to continue by other than
economic reasons, limit it to a max. yearly output of 500,000 cans.

Turn the Teme plant into a poultry and pig processing and general cold
storage plant, with cattle slaughter and beef processing as a sideline
for special customers. This type of wversatile operatiom would appsar
more appropriate in the hands of private enterprize which is already

Continue slaughter operation at Bolgatanga with the following motivation:

a) development benefit for the area;

b) training for Ghanaians in business maragement and industrial
processing operationy -

¢) challenge for butcher trade and Municipal (arnd Local) Councils
to improve on hygiene of slaughter and market facilities and
presentation of meat;

d) direct source of information on livestock and meat trade;
but under ths condition that:

a) the West—C:rman (Technical Aid) management team stays on for
at least another three years;

b) direct subsidies and privileges are gradnally reduced to a |
minimums

6) the factory ceases to expand into the establishment of refrigeratsd
wholesale and retail facilities. (It is, however, recommended to
strengthen the responsibilities of the veterinary services in ths
control over wholesaling and retailing of meat, especially of
chilled and frozen origin.)

Support every initiativs which can lead to the improvement or diversi-
fication of and thereby 1o increased demand for pig and poultry producis;
give specific attention to the largely unexploited fesed resourcss
(discussed e.g. in Chaptsr 5 "0il Industry" of the present report) for
pig raising and ths potentialiiy of introducing Ghana-mads cannsd pork
products orn tbe cannsd-meat market in Ghana (e.g. "Corned Msat" for
Corned Beef).




L
-

- 27 -

Long-range M.F.V. Fleet (stern-trawlers only, not inclufing)

and Fish Processing (the 15 Russian-built side-irawlegs)
Plants
C = canning
S = smoking
F = fleet C15000
C40CC
S1200-

p ] ‘
c
{
h {
|

, F30-75000
_  (12600)
i F22-50000
v 1 (9000)
‘=~ C 600 (..)
F 12-30000
(6000)
total total rate of
capacity output utilization
1966/67 ann, aver. F 65009 27000 41%
1967 under construction F 90000
(F on order) C 19600 (the processing vessel of 600 tons

S 1200 started to producs 1957)

~
Sugar Mills
r = refined ! \~-==~~potent,
P = plantation-white t——toxtensio
’ - &futsuare
. 20-25000
- (750)

céra
é - éKOmenda
—
(2100,1957 only)
Takoradi
total total rate of
capacity output utilization
i r 20000 750 3.75%
1965/67 ann. aver., p 10000 2100 21 %

30000 2850 9.5 %
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2, FISH INDUSTRY

Chana's fish industry is characterized by the rapid change from import dependencs
to overcapitalized excess capacities. In order to offset a supply gap which was
expected by 1970 to exceed 150,000 tons, an investment of approximately £22 million
(sterl.)has been sunk into the establishment of a local long-range fishing flset, last
deliveries of which will be taken about 1969/70., Approximately 60% of the fleet is
delivered and taken into opsration by private and govsrnmenit concerns., However, owing
to various misfortunes and the scarciiy of managerial skills for this type of opsrations,
ashore as well as on sea, the annusal output of the fleet so far put into operation is
far shorter of expectations; not surpassing 35,000 tons, While thesoretically this
output could be 2-3 times as high, it is more than doubtful if a domestic market for
such quantity of frozen fish landings would exist., The original estimate of 250,000
tons fish consumption by 1970,%* itwo~thirds of which was to be supplied by Ghanaian
deep sea fleet, was based on the expectation that an upward trend of Teal consumer
incomes would accompany the known trend of popuilation increase, that further a wide
consume: acceptance for frozen fish would exist, and that only insignificant increasses
in the catch by traditional and small motor fishing craft could be expscted.

The development, meanwhile, seems {0 rule out all three assumptions., Real incomes
stagnated. Frozen fish as such found ready acceptance only during temporary and
seasonal shortage of fresh fishy; and inland only after conversion intc a2 second grads
smoked product. Last not least, a steady expansion of inshore motor—fishing craft,
an at least tempo:ary revival of the man-powsr—drained canoe fishery and the develop—
ment of a substantial Volta Lake fishery appsar likely to keep the supply gap
(supposéd to be filled by long-rangs vessel landings) from expanding to more than

_ 40-60,000 tons.

Table 6 : Fish Supplies for Ghana 1963-67

Source: Fisheries Departmenty External Trads Statistics;
writer's estimates for river—lake-and-lagoon-
fisheries and all 1967 figures:

(in 1000 tomns)

1961 1962 1963 1964 1965 1966 1967

Imports, cured and canned 20 jéo 14 'EIT 14 12 10
20 33 20

" , frozen fish** 26 23 25 14
Total Importis 46 40 47 31 ¢ 37 37 24
Long-range Flest (frozen fish) - - 9 15 33 22 33
Short-range M.F.V.s 3 4 4 8 T 17 20
Marine Canoes ’ 28 33 36 43 17 25 28
Lagoon—,River—,laks Fishsries 12 12 12 12 14 16 19
Total Domsstic: 43 49 61 18 71 80 100

Total Consumpiion: 89 89 108 109 108 117 124

L2 R o2 w2 23 LR ] = m R 3% s 3R B mmm

# "Seven Year Devslopment Plan", Office of tha Planning Commission, Ghana,.1984,

#* Thssa imports ars only parily shown in the "External Trads Statistics®
pending an agrssment on the formel question of tsrminology. Thay are
fully rsflected in the statistics of the Fisheries Depariment under
"landings from foreign vssasls"; they are imports sincs thsy are paid
for in forsign exchange.
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To draw-up an estimate for 1970 supplies, three factors need consideration: IR

» ' 1)

L

-

P

2)

3

*

Investments in fishing harbours are under way and serious measures are
being taken to increase the output of the two Ghanaian boatyards to at
least 25 boats per annum, of which it is recommended that most should

be in the 60! class.®* This would mean an annual increase of the catch
capacity of the inshore M,F.V. fleet by 6 — 8,000 tons. A further
substantial increase of this fleet's catch is likely to ococur, if the
present trials of commercial light-fishing prove successful, It is the
considered opinion of Dr. Zei, project manager of the UNDP/Ghana
Government Fishery Research Unit, that light fishing can be profitadly .
employed to secure abundant supplies of herring throughout the grsater
part of the presently experienced off-peason, On the other hand, a

great number of the operating forsign-built boats ars ageing and a
reasonable allowance has to be mads for the gradual laying—off of

those boats. While replacement has become more difficult with in- o
creased purchasing prices after devaluation, many of those boats have . B
now less difficulty in importing spare parts. The latier improvement =~ -
might bring more boats back to use than ars falling out in the neax
futurs, An estimate of 36,000 tons fish supplies from inshore M.F.V.
fleset by 1970 may appear a little high, however it may be considered

that catch recordings especially by this category are believed to be
understated, **

The stabilizing effects of the new Covernment's sconomic policies

have re—allocated manpower to agriculture and fisheries, benefitting
mainly labour intensive lines of production. The marine cance fishery,
with and without outboard motor, can therefore be expected to incroazze
its output. The same is likaly to happen with lagoorn— and rivexr
fisheries.

As a new supply factor, the Volta Lake fishery will exert some impact

on Ghanaian fish markets, espscially on all those east of the Tamale-
Kumasi-Acora road. Already, lske—~fish, especially hot smoked cat fish and
salt—-dried tilapia, iz & common feature in all these markets and lake—-tilapia
is distributed as far as Takoradi. Annual fish harvest is difficult to

estimate, since a stabls fauna has yet to develop as well as a fishing
population with adequats fishing techniques. Howsver, after elaborate
discussions on the subject with national, bilateral and international
authorities in the field, the expert feels that an estimate of 20,000
tons fish harvest from tha Volta Laks by 1972/73 is probably noi ainming
too high., Theoretically, thias figure can be much higher as well as it can
can be lower., Particularly during the first decads, the development
towards a balanced fish fauna may be & very instadble ons. The 1967

lake production has besn included in the supply estimates of Table T
with 6,000 tomns. For 1970, 12,000 tons may be figursd as & Vvary vagus
guoss, raising the totzal estimated supply from lagoon—, river— and lake
fisheriss to 25,000 tons, These estimates, as well as thoss for lagoon-
and river catch, stand yat without authentic suppori ard serve only as
provisional assumptions in the economsiric modsl of a combinsd supply
projection.

* personal comrunication. National Investment Bank (D.S.I.), Acora.

#% peraconal communication, Fisheries Department, Accra,
P ’ ’
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Allowing for a further 5% annual increass of fish consumption, the supply
structure by 1970 may be drafted as follows: i

Short range (predominantly inshore) M.F.V. fleet 36,000 tons
Marins canoe fishery 30,000 ®
Lagoon-, river—, and lake fishery . 25,000 "
Cured and canned imports ) 9,000 "
Supply gap (frozen fish landings) : - 50,000 "

150,000 tons

For two reasons, frozen fish landings are not entered according to projected supply
capacities but as a balance betwesn projected consumption and fresh-fish supplies.
Firstly, because frozen fish has an easy market only during periods or at places when
or where fresh or fresh—cured fish is in short{ supply. Secondly, because frozen fish
supply is most adaptable to seasonal variations of the fresh fish supply-gap due to the
continuous operation of long-range fishing and the relatively long storage possibility
for frozen fish landings.

Focussing these frozen fish landings from foreign and Ghanaian long-range vessels,
it becomes obvious that the fresh fish supply—-gap has not widened considerably.

Table 7 s Frozen Fish Landings (Fresh Fish Supply-Gap)

(in 1000 tons)

1961 1962 1963 1964 1965 1966 1967 1970
. esti-(projec—
Ghanaian Fleet: mate) tion)

a; Corporation - - 0.5 3 15 14 14; 50

b) Companies ) - - 8.5 12 18 8 19

Foreign Fleet: 26 20 33 20 .23 25 14 -
Totals - g 26 20 42 3% 56 47 47 50

A fresh fish supply-gap will always exist dus to the strong seasonal fluctuation of
inshore marine catch. It is, however, questionable if the investment in a Ghanaian

long-rangs fleet for this supplementary supply was well advised.

Table 8 : Seasonal Variation of the Fresh Fish Supply-gap in 1966

(in 1000 tons)

Canoe—- and Lagoon—~yriver— Imporis, cured Supply~-gap Consumption
shori—rangse and Lake-catch and canned (es- (dsmand for (estim.Dis-
M.F.V. catch (estimated) tim.distrid.) frozen fish) +trib.)
Jan. 2.2 1.0 1.0 3.8 8.0
Feb, 35 1.0 1.0 3.0 8.5
March 2.3 1.0 1.0 4.7 9.0
Apr. 2.0 0.5 1.2 5.3 9.0
May 1.3 0.5 1.2 6.0 9.0
June 2.3 0.5 1ol 5.3 9.2
July 2.6 1.5 1.0 4.2 9.3
Avz. 7.0 2.0 0.5 2.0 11.5 .
Se_pf-' 804 2.0 0.5 1.6 1205‘
Oct., 5.6 2.5 0.5 2.4 11,0
Xov. 2.3 2.0 1.0 4.2 9.5 " 7
Deo. 2.5 1.5 2.0 4.5 10.5
42,0 16,0 12.0 47.0 117.0
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Though Table 8 includes guesswork which needs substantiation by further research,
the seasonal pattern of the "supply gap" as shown in the Table resembles the ;
oscillation of demand for frozen fish as experienced by the Stats Fishing Corporaiion
and private deep—sea fishing companies. The demand variation by up to 300% necessi-
tates the accumulation and liguidation of heavy stocks over periods of several months.
Up to now landings from forsign vessels have contributed to satisfy the peak demand
during April - June, However, the growing Chansian long-range fleet is now almost
able to cover the demand all yesr round. The expanding short-rangs M.F.V. flest, on
the other hand, shows its greatest impact during the herring season July - Sept. /Oct.,
when saturation of the fresh-~fish market is reflected in high unsold stocks of
frozen fish (e.g. 12,000 tons stored at Tema in cold stores and on vessels at kay by
beginning of November 1967). The new potential of the Volta Lake fishery will reduce
the supply gap during November - Fabr./March, not the leasi by carrying—over of dry-
salted tilapia from Sept./October catches. The demand for frozen fish will concentrate
more than previously on the seconc quarter of ths year, during which period possibly
half or even more of annual sales may take placs.

The ambition to supply for such a highly seasonal demand by the operation of a
Ghanaian long-~range fleet implies several problems, namely:

a) high invesiment in cold atorage faoilities;
b) uneven utilization of those facilities;
¢) quality loss and deterioration of stock by over—long storage.

d) accentuation of seasonal over-supply by dumping-sales of frozen
fish in order to acquire storags space for arriving vessels;

e) accumulation of 2 Np. average storage cost per pound
(average 6 weeks storage), i.e. 30% of landed price for
frozen fish imports.

The indicated problems show ‘that a long~range fleet for the supply of the
Chanaian market with the aim to abolish fish importation cannot be an economical !

- proposition., To £ill the fresh fish supply~gap, for Chana thers ars thres

alternative economic solutions, the feasibility of each dspsending on the competlulve-

ness of the Ghanaian fleet—operation cost,

1) To abstain from running a long-range fleet with its high investment '
and high foreign exchange componsnt in operation cost and supplement
fresh fish catch by well-timed imports, This will be feasible, when
a Chanaian fleet would operats at a forsign exchange expense equal
to or higher than the c.i.f, prics for imported frozen fish. This
situation is at present prevailing in Ghana.

The landad cost per ton fish from Ghanaisn vesssels during 1963—-67 rangsd froam
£70 - £100. The only domsstic cost factors ars crsw szalariss in the low ranks,
labour cosi of locally—provided repair and maintsnancs jobs and local storage and
delivery costs (including duty and tax) of importsd materiazl, They form at most
30% of operational cost, leaving £50 - £70 psr ton as costs in foreign exchanga.

In comparison, c.,i.f. prices paid for frozen fish imports into Ghana during 19463~57

‘ware ranging from £36 = £62. The differencs of £8 - £14 psr ton was a foreign
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exchange loss to Gianaz, amounting to approximately £1.2 million over the 5 year
period with total “szen fish landings by Ghanaian vessels of about 115,000 tons.

- Considering, that tiving the same period most productive investment potentials such

as intensification 2 local boat building, extension of old and establishment of
new fishing harbour:, adsquate fish marketing and processing facilities etc. were
neglected, and the: yasssels had to lie idle due to lack of foreign exchange for the
prayzent of foreign srews and spare parts, the haphazard expansion of the Chansian’

long-range fleet ori of governmental funds cannot but be regretted.

2) To operzie z Chanaian long-range fleet of moderats capacity, with landings
in the rzzzs of the months with lower demand, thereby cutting out 50% of
frozen fiszt imports, the remaining imports taking care of the seasonal
fluctuations, Storags expense can thereby be kept at a minimum. Such a
fleet woulf neve annual capacity of 25,000 tons. This propvsal would be
feasible, #2en the foreign exohangs component in operating cost is below
the c.i.¥f, fmport price for frozen fish, and when unemployed manpowser is
available fz7 crew vacancies., A few woll managed vessels are now on the
borderlins of this category. The greater part of the Ghanaian long-range
fleet, howsyer, is still generating foreign exchange daficits,

The Tzznaian fleet has already outgrown the ohance to operate
under pricciple 2.

However, it mzy not be impossible to dispose of excess capacities in order to
reduce the fleet in Iine with principle 2. In order to reduce operating costs to the de-—
manded level, first of all annual output per vessel must be increased. A reasonable
short-term goal is zn annual landing of six times the carrying capacity including
carrier vessels, Tizs 15 Ghanaian long-range vessels (not including the 15 Russian
side-trawlers; still more or less idle) operating throughout 1967 with an average
Sarrying capacity of 550 tons per vessel, should under this goal achieve an annual
catch of 45,000 tons., The expected actual 1967 landings of only 32,000 tons demon—
strata how far the flset still is from being profitable (in terms of foreign exchangs).
There will be at leazszt 8 : .w vessels, five of which have 700 tons capacity, operating
from the end of 1967, bringing the 1968 potential output to 75,000 tons. Another
10 vessels with 500 tons average cepacity ars ordered, two of which are alrsady
avaiting delivery, the rest to be completed by 1970. With those vessels added to the
Ghanaian fleet, 1970 long-range operation would have to produce, from the point of °
feasibility, more than 100,000 tons of frozen fish i.e. more than twice the need of
the Ghanaian market, In view of those pre-committed investments, it appears that
Ghana is oconfronted with solution 3. ;

3}) To operats a long-range fleet of monthly landinzs in ths rangs of
the montha of peak demand for frozen fish (April to Jums), Such a
fleet could satisfy domestic psak demand without costly accumulation
of stocks, but would have %o sell the fluoituating surplus during
the first, third and fourth ennual quarter in the export markst,
The capacity of such a fles% for Ghana would be 90 - 100,000 tons,
half of whioh oatch would have to be exporisd., This solution is
only faasiblse, if the foreign exochangs cost componsnt of the fleet
operation plus part of the domestic cost component can be rscovered
by the export price. The uncovered part of the domestic cost
componant, in case of exporiation, may be recoveradbls by sur—iax oa
sales in the protectad domestis markst, Also to be considered ars
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the available manpowsr resources and the eventual priority of
investments in other fields of the fishing indusiry, especially
those which increase the productivity of existing economic
activities, such as investiments in fishing harbours, boat and

. dock yards, fish marketing and processing facilities.

With a total investment in deep—sea vessels of £22 million by 1970, Ghana has
spent £14 million more than was nsseded for the medium way of solution 25 and the
country is, in course of the realization of this investment, fast advancing into
situation 3). Apart from questioning the priority given to this investment into a
highly capital-intensive industiry such as deep—sea fishing with freezing and cold
storage—facilities on board and ashore, it appears doubtful if the flest ocan

operate for export without heavy subsidies., It has been stated previously that the
pressnt operation for the domestic market already absorbsed more foreign exchange

per ton output than the landed c.i.f. price for imports, It is probable that

export returns per ton will be substantially lower than c.i.f. Ghana import prices.
Ghana is known as one of the best fish import markets in the region, where up till
now comparatively high prices could be obtained. It may be difficult to obtain an
average landing price of above £40/ton in African harbours including the important
fish exchange market on the Canary Islands. At the presently 100% higher produciion
cost of the Ghanaian fleet, such exportation would mean carrying away foreign
exchange.

The introduction of a compensatory price policy on domestic markets during the
peak season for frozen fish demand (April - June), under strict government protection
against external competition, will become a necessity. This, howsver, will only bs
successful, if the necessary price agrsements among the fleet owners are loyzlly kept,
The inflexible, year—round uniformly fixed government control price on fish has
recently been abolished, making wsy for more consiructive price policies, Further,
the former duty of up to 5 Hp/pound on frozen fish landings, regardless if from
Ghanaian or foreign vesssle, has been abolished., This measure compensated for in-
creased operation costs after devaluation. Foreign landings have been banned; the
danger of disguised importation, howsver, must not be overlooked in view of the
large difference between import prices and Ghanaian landing cosi and the intro-
duction of carrier vessels. :

Bafore the end of 1968, competition for the domestic market will begin
to show all symptoms of structurel oversupply. Reluctant to venture into
the export market with much lowsr returns, . CGhanaian desp-sea vessel operators
will probabdly chooss to expand thelr domestic sales at prices far below cost,
as long as the returns ars above those from exportation, Fin;noially, this
would be possible by omltting depreciation and interest charges for govern=—
ment loans (corpora.tj_.on) and equity capital (private companies), thus reduocing.
wholesale cos prices by approximately 20 %, If in addition maintenance
and repairs ax= naglected, a 30 % price reduciion may be possible for a period
well over ons ysar, Such a sell=-oui policy would not only damage the Ghanaian
long=rangs fl=2%, but alsc sariously retard the growth of the inshore fleei as wsll
as discourage furither manpowsr allocations to the traditional fisheries. A dsvelop—
ment of this kind must by a8ll means be prevented, keeping in minl that the com-
paratively most valuadle contribution to Ghana'’s sconomy in the present period of
development is made by the traditional fisheries which produce at the lowsst foreign
exchange input, In Table 9 the potential output of Ghana's expanding long-range
fleet is given for various levels of opsrational efficiency. Efficisncy is msasursd
by its most effactive factor, the numbar of fishing trips per year.*

* [t can be assumed that the vessels rarsly rsiurn without full load, Off-loadinz to
a carrier is counted squivalent to a trip, Carriers are, howsver, countad as ves-
sals, 1.9, fishing vesssls sarvad by & csrrier have to compenszaie by increasad
catch for this servics,
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Table 9 : Potential output of Ghanaian long-range flee®,

1967/70 at various levels of operational efficiency

Number
of I 1T I11 I II III
vessels (4 trips) (6 trips) (8-9 trips) surplus for export
Output in '000 tons

1967 15 32 48 65 - - 20%
1968/69 23 52 78 100 - 35% 50%
1969/70 33 15 110 155 33% 55% 67%

Based on an estimated annual demand for frozen fish of 50,000 tens (ref. page 3),
the Table demonstrates a nssd for exportation as early as 1968, Only if the
operational efficiency of the fleei rsmains at its present very low standard could
the fleet's 1% 3 output probably be absorbed by the domestic markst, A policy of
evading confrontation with the highly competitive export market by delibverate re-
striction of productivity, as presently praciised by the State Fishing Corporation,
would surrender Chanaian long-rangs fishing operations to authorized inefficiency,

a burden on the Ghanaian tax payer.* However, & decisive step towards intensified
operation is to be expected with realization of the "Aker Agreement™. The
corporation's 7 Norwegian~built vessels, now put under Norwegzian fleeit-management
by this agreement, are supposed to raise their output by 50 ~ 100%, if the ambitious
aims of the s -sement can be materialized. While guaranteeing a minimum output of
2,400 tons per vessel (5 trips), the aim declared at a press conference is to turn
out a total annual catch of 30,000 tons, i.e. 4,300 tons (8-9 trips) per vessel. Con-
sidering that the Norwegian-built vessels represent less than one-~third of Ghana's
1968 deep-sea fishing capacity, and that the other two-thirds of the fleet, under
Corporation and private ownership, will not want to stay behind, the dividing line
between import substitution and over—supply and exportation has to be anticipated in
the course of 1968,

The Aker Agreement in its full content has not been made public., Apparsntly,
it does not include any commitments for the marketing of the 7 vessels' catch. If
this impression is correct, then the agreement should be reconsidered in view of the
faot that a more off-loading of catch at Tema for disposal by the S.F.C. salses
department would not serve any useful purpose in a situation of rapid chanzgs from
sallers'! to buyera' market, As stated already, ths S,F.C, has great difrficulty in

selling its present ocatoch, Chronlc over—-stocking is experisnced. Moreovsr, the fish
from the Norweglan-built and mannad vesssls has gainsd a poor reputation due to bad
packing, undsrwaight and less popular assortmeni, In spite of the fact that privats
fishing companies s8%ill imported during the first half of 1967, the corporation's
sales further decreassd to about 10,000 tons (estimated)for 1367, Since thes Corpo—
ration is s8till supporting a couniry-wide refrigerated distribution net-work, which
ones (in 1965) handled 36,000 toas, the losses in storage and distribution are

adding seversly to thoss of iths flest.**

* Even more destcuctive is the temptation to keep Ghanaian vessels in port, whils
obtaining sufficient profits from importation to pay the running expenses on such
idling wesazsls, In spite of the declarsd bz:a on fish imporiation, licencss hays ~
besn issuad, whils considaradle stocks of frozsen fish from Chanaian vesssels wars
in stock &% Toasx,

#* For further information on basic prodlems of the S.F.C., (distribution ssciion),

reference i3 mads to ths axpari'a paper "Marksiing Opsrations of the Ghana
State Fishing Corporation', in the Food Ressarch Instiiuis Taschnical Rsport,
Decsmbar 1953,
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Lack of co—ordination in marketing and fleet—operation has been an important
factor in the overall failure of this government enterprise. The Aker management
should not be entirely freed of marketing responsibilities ashore. Furthermorse,
the Aker management should be made fully responsible for the export marketing of a
substantial share of the catch, e.g. 33% in 1968, 50% in 1969, 66% in 1570. No Ghana
landings should be permitted during the months July - October, when landings from
inshore vessels will be sufficient to provide the market.

Table 10 demonstrates the expected impact of the combination of cost decrease
and export increzse by extended and intensified operation of Ghana's long-range flset
on the country's foreign exch e budget and on the profitability of the participating
enterprises for the period 1923770. Calculations in the Table are based on cost
accounts of State and private fishing enterprise during the period 1965-67. The
figures try to show the averagse situation. They include the effect of devaluation
which has raised the foreign exchange component in production cost to approximately
75%. Full allowances for depreciation and interest on investmen® are included. A
decrease of storage charges with rising production is assumed, since less time will
be needed to accumulate stocks for the pesk selling months in the market. Wholesale
prices at Ghana port are indicated at a continuously high level under the assumption
that the compensatory price policy, either by agreement or compulsory contribution
to an export-support fund can be implemented. The c.i.f, import price quotes the
average landsd price of catch from Russian vessels; it also reflects an average of
prices deduced from External Trade statistics. Export prices are quoted in accordance
with price expectations by private fishing enterprise for export of currently fished
species to ports in the Gulf of Guineaj; an increase is expected, when in course of
tims and experience assortment, grading and packing can be improved to conform with -
market requirements., Estimates of total long-range fleet producition, at wvarious
levels of efficiency, are taken from Table 9.

In view of the fact that most figures in Table 10 are presenting averages
deduced from a considerable range of data experienced by the individual enisrprises,
the Table can ornly serve as a model to be adjusted for situations as they ariss and
in accordance w.th the individual cost structure, performance and marketing experisncs
of the participating enterprises.,

Table 10 : The Impact of Expansion and Intensification of Ghanaian
long-Range Fishing Operations in terms of Commercial and
National Profitability

efficiency level

(numder of trips I II II1I

per year) (4 trips) (6 trips) (89 trips)
168/69 "1969/70 1968/69 1959/10 1968/89 1965/10

deep sea vessels

(pumber) 23 33 23 33 23 33
total catch .
(1000 tons) 52 75 78 110 100 155
surplus for
export (%) e 33% 35% 55% 50% 67%
production cost: Eé per ton Hé per ton HE per ton
4) direct or indirsct

in foreign

exchange £60= 172 £50= 143 £37~ 1056
b) from local

sources _ig 42 32

224 185 138
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Table 10 (cont'd) The Impact of Expansion and Intensification of Ghanaian

Long-Range Fishing Operations in terms of Commercial

and National Profitability

I I 111
. (4 trips) (6 trips) (8-9 trips)
. 1968/69 1969/70 1968/69 1969/70 1968/69 1969/70
q
cold storage cost 44 28 28 15 15 15
) quay-, handling-
and sales— charges 22 22 22 22 22 22
29 214 232 219 175 175
P wholesale returns
at port (herring
season. excluded 260 260 260 =
# c.i.f. export
price £40= 114 £40= 114 £40= 114
@ c.i.f. import
price £48= 138 £48=« 138 £48= 138
business loss/gain: .
. 8) domestic market =30 =14 +28 +41 +85 +85
b) export " =110 =71 =24
c overall L =30 =46 -5 =20 +30 +12
. foreign exchange
loss/ :ins £stg. per ton £8tg. per ton £8tg. per ton
a) in replacement o :
of imports -12 -2 +11
b) in production
o for export -20 =10 + 3
¢) overall =12 =15 -5 =6.4 +7 +5.6

=

The following conclusions may be drawn from the model of Table 103

1) At present low efficienoy (level I) high overall business losses
a3 woll as EIgS Tcosses in forseizn exchangs are unavoldabdls, The
only way of temporary survival is by om’ttance of dspreciation
and interest charges on the invesiment, which would mean wearing-
out the vessels without duilding-up funds for replacemsnt,

2) An increase in efficisncy by 50% (levsl II) would result in
gocd profits on Ghane landings, Thess profits ars, however,
absorbed by higher total lossss on ths much incrsased volums
of exports which necessarily rises with rising fleet productivity,

Forsign exchangs lossas on exports would still be considerabls,
Thoss on rsplacemsnt of imporits would bs only smell, With
graduzl rsduction of the number of expatriats fleset staff the
overall loss in business terma as well as in forsign exchangs
could probably be balanced in the course of a few years,
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3) With 100% increased efficiency (level III, Aker target) high profits
- on Ghana landings, combined with moderate losses on the rapidly growing
share of exports, would result in substantial overall profits., Also
the foreign exchangs caloulation would now show gains, at least on
import subsiitution.

4) The stability of a remunerative wholesale price level for Ghana landings
is indispensable for the survival and prosperity of the fleet.

5) An increase of total long-range flest output over and above 100,000 tons
is neither in the intereast of the participating enterprises nor in the
interest of the foreign exchange budget. The output of 100,000 tons,
i.e. 50,000 for export and 50,000 for domsstic consumption (ref. page 32,
solution 3) can be achieved with the pressnt fleet of 23 vessels pro-

vided efficiency is raised to level III, a target which must be fulfilled °

in the long run if the large investments in this fleet are to turn into
an asset for Ghana's econonmy. )

To strive for higher efficisncy with & larger flset than nscessary would
increase the share of expatriats staff and theredy foreign exchange cosi per ton
produced, besides the risk of landing more fish than can be marketsd gainfully.
Under this perspective it should be considered whether all or the greater part of
the 10 vessels still on order could be prevented from Jjoining the Ghanaian fleet,
The vessels are British and Japaness-built. In case of choice prefesrencs might
be given to the 5 Japaness vessels, since already a fleet of 7 Japansse vsessels
is bsing operated by Ghanaian fishing companies. Only 1 British vessel has yet
been put into operation by Ghana (S.F.C.), but has not reached full performance

:due to technical difficulties, A British agrsement to dispose of the whole Ghana

order of 6 vesszels (including the one already delivered) otherwise, retaining a
Teasonable amcunt out of prepaymentis and installments as indemnity, would be in ths
best interest of GChana's economy.

In none of the calculations of this paper has the fleet of 15 Russian—
built side-trawlers besn included. This fleet, 10 S.F.C,-~ and 5 private—owned,

has been out of operation since the Russian fleeit staff left for political reasons
in March 1966, The 10 S.F.C. vessals are atill idling and have been offered

‘for sale., The private—ownsd ones have been put back to sea, manned with German

and Norwegian personnel, All 15 vessels, sach with 130 tons capacity, could at
medium efficiency (level II) contribute 12,000 tons to annual frozen fish landings,
if they were ito return to normal fishing operations. Howsver, the private flest
owner, in anticipation of s saturated domestic market, has decided to adapt ths
equipment of his side—~trawlers to tuna fishing for export to U.S.A.

Since he is the only potential Ghanaian buyer for the 10 state-owned side-trawlers,
these will probsbly share the same diversion to tuns fishing, if they are not =sold
abroad. Spec’ ‘lized in such a way and producing for a comparatively secure export
market, the sile-trawler flesit would create no marketing prodlem and therefore has
not been inocludsd in any of the forsgoing calculations. Should, howsver, the tuna
project fail and the 15 vesssels return to production for the domestic market, this

would aggravais tha situation of growing over-suppply and make ths proposed cancel-

lation of outstanding orders for Briiish and Japansss vassels a vital necesaity.

One of the motives in the establishment of a Ghanalan long-range fishing flest

was the endeavour to extend fresh (i.e., frozen as substitute for fresh) fish disiri-:

bution over all intarior arsas of Ghana, Not sufficisnt consideration was given to
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the fact that, apert from the coastal population, the Ghanaian consumer has littls
or no interest in the purchasing of fresh or frozen fish, but is used to dbuy and
consums fish almost exclusively in cured forms such as fermented, dried, salted,
fried and most of all smoked. Even on the coast more fish is consumed in cursed
than in fresh form.

Two reasons may be responsibdble for this situation:

1) +trade and households gensrally do not possess cold storage
facilities and therefore prefer to deal v1th fish in less
perishable form.

2) fish is maihly consumed as ingredient of M"soups", in which
function cured fish serves better due to its sironger and ~
more diversified flavour,

The preservation effect differs widely among the various curing methods.
While dried-salied fish is being kept from 3-9 months, the common type hoti-smokad
fish kesps in its best form not longer than 4 - 7 days after which it has ito be ze-
smoked in intervals up to a maximum shelf-life of between 2 - 3 weeks. Whils the
popular hot-smoking process (3-5 hours, 25 — 40% moisture reduction) takass care very
well of the day-to-day fluctuations in fresh-fish landings, the Fantis are reported
to practice a traditional method of cold smoking which lasts over a number of wseks
(moisture reduction up to 75%) in order to preserve herring for sals several months
after the main season. :

In view of those methods and the popularity of cured fish, a balanced fish supply
to Ghanaian households should be possible inspite of the seasonal and day-to—-day
variations of fresh fish landings, A problem, however, arises with the growing
concentration of landings at the only two harbours for motor fishing vessels, Tema
and Takoradi, The share of Tema landings among total fresh-fish landings on the
Chanaian coast is supposed to have grown from 15 - 35% between 1961 — 67. This
ooncentration of landings is not matched by an equal concentration of traditional
gkills in the various methods of fish preservsiion., Since furthermors marketing
facilities are absent or not funotioning at this important landing point, seasonal
gluts with their discouraging effect on ths fishing industry are expsrienced in a morse
accentuated form than necessary.,

It is evidsnt that the employment of largsr production units in the form of :
motor vessels and their conceniration at only two (or in the long run 3 = 5) harbours
calls for adequate prooessing and marketing capacities, - Those capacities aras not
to replace, dbut to supplement and/or fortify existing itraditional functions,
Smoke-curing on a commercial scale should be encouraged. Once a private invesior or
Government has demonsirated the profitability of a small- or medium—scale smoke-curing
plant of 0.3 - 2 tons output (of smoked product) per day, the financially well-eguip-
ped fish trading women may quickly realize the advantage and form paritnerships such
as co~operatives to invsst and operats similar plants, Ths productivity of ons smoka~

" curing woman trader who at pressat procsssss not mors than, on averags; 50 - 100 lbs.

fish per day, may by such co—operaitive inveastmsant riss more than 5-fold, Needless to
say, it is advisabls 1o let these wsll=~sxperisnced women do all the technologically
important operationzl jobs as well a8 the commercial conirol of tha overall trading
operation of such plant, and not try to employ men who by tradition axre sirangsrs
in thess linsa, 5 CC,J‘“’i&l smoke—~curing plants of 1 ton daily output each would
already be able to absord 10-15% of fresh herring landinrgs at Tama during the peak
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months July—Sept./Ootober. This and better organized quay-side wholesale marketing
of fresh-fish landings might prevent the market from collapses frequently experienced
in the past, with herring prices, e.g. during the 1967 season, of 1 Np. and less psr
pound., For herring— and other fresh—fish landings the introduction of an auction a%
Tema fishing harbour may be a worthwhile project to consider. Space is available
right adjacent to the quay-side whers already at present the unorganizsed sales take
place. An auction system would bring the advantage of 3

1) shortening sales transactions to a fraction of the
,presently needed timej

»2) co~ordinating and rationalizing handling and transport
operations;

3) centralizing the control over distrlbutlon and return of
containers ?flsh boxes) as agent for the ownsars;

4) providing authentic price and supply-information on the
various species of fresh fish landed at Tema,

The sale of all fresh~fish landings at Tema fishing harbour through the auction would
have to be obligatory. This would enable the generation of a counterbalance fund,
fed by a small percentage levy on auction sales, The fund would be ussd to sub—
sidize fish prices whenever the auction price fell below a minimum level of e.ge.

2.5 Np. per pound herring. By prohibiting sales outside the auction area, the quay-
side would be released from its present disorganized congestion. Canos landings
from the neighbouring canoe harbour could be permitted to enter the auction area if
fishermen were prepared to join their catch for dulking, grading and packing
according to auction rules. During the herring season auctions suould take place
twice daily. The average daily landing of herring only at Tema fishing harbour in
August 1967 was 70 tons or 1500 boxes, while an estimated additional 10 %ons daily
arrived at Tema canoe harbour, During the off-season, when frozen fish is much in
demand, deep—sea vessel ownsrs might use thes auction % sell a share of their new

arrivals right away at a 1 - 2 Hp. reduced price per pound 1nstead putting it into
cold storage.

If no other vessel arrives at the same time, 10 = 15% of a stern-trawler's catch
may thereby avoid cold storags and related transport and handling charges,

Auctioning of fish or other producs would be a novelty in Chanaian marketing.
This means that the risk of failure by obstructive trade reaction and/or inexperienced
management is high. It is therefore suggested not to introduce the system before
two Ghanaians, one of the Fisharies Department and one of private enterpriss, have
been trained in auctioning fish at a place abroad where such system is well intro-
duced. Thereafter thsese experts, if convincsed that the system would be bsneficial
to CGhanaian fish marketing, should test it at a less important landing place than
Tema., After this has proved succeassfful, the introduction of an auction at Tema can
be ventured, A capital-strong wholesazle trade exists, with well developed agency
relations which take cars for long distance distribution.*

®* The majority o7 prssent sales to women traders at Tema are in consignments
of 5 = 30 cartons i.e, 300 - 2,000 1lbs., all purchased cashj many women
have acocounts running with thair supplier at above ¥4 200 to their credit,
securing priority suppliss at tima of scarca landings,
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Also ths above recommended commercial smoke-—curing plants would, outside the
herring season, offer their capacities to increase the immediate off-take of frozen-
fish landings. One or two larger plants, especially equipped for the quick-thawing
and smoke-curing of frozen fish, but also adaptable for herring, would be much
needed asset for the long—-range fishing industry and most likely a fairly profitable
one, A smoke-curing section of 1,200 tons annual output capacity is incorporated
in the "Tema Fish Complex", completion of which project is in suspense., The smoke-—
curing plant would absorb approximately 2¥2% of total (fresh and frozen) fish landings
at Tema. This will be of comparatively little impact, considering that the greater
part of fresh and 75% of frozen fish landings are smoke-cured at whole-sale or retail
level before getting to the consumer, N

The present inability of traditional methods fo c:pé with the volume of fish
landings, especially of frozen fish, arriving (or released from cold storage) at
Tema has led to the system of carting frozen fish by all kinds of inadequate means of

- transportation to coastal and inland towns up to 100 and mors mileg away. After

arrival at destiration in a condition of more or less advanced deterioration, the fish
is processed on the spot into a smoked product of inferior quality. The State Fishing
Corporation has expanded this system ump 4o several hundred miles inland by use of
insulated (and a few refrigerated) vans and cold storage facilities at place of
destination. However, due to various technical and organizational shortcomings, the
result with regard to further processing and quality of end-product is similar.

While the Corporation has not succeeded in getting the inland consumer usesd to

buying frozen fish as such, further technical improvemsnts in the cold chain would
raise distribution costs to a level which would render the price of frozen fish
uncompetitive. '

The smoking of frozen fish soon after landing and near to the harbor would .
appear to be the best way of producing a good quality smoked product, while at the
same time cutting down cold storage and transpori costs.®* Table 11 shows processing
margins in the smoke~curing trade. Unfortunately, the statistical records to not
differentiate in fresh and frozen fishj; this reduces the valus of the price records,
since frozen fish prices are influenced by subsidized operation of frozen fish
distribution through the State Fishing Corporation,#*®#

* Tt may, however, b considered to establish a sscond smoks—curing center
at Kumasi, if the large resource of saw dust from the Kumasi timber indusiry
proves & suitable fusl, For further discussion of the advantages and
resaervations regarding smokse-curing of frozsn fish bsfors distribution,
see the paper "Markeiing Opsrations of the S.F.C." (reference; foot nots
on pags 28, :

#% idid,
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Table 11 : Anmual Average price for Fresh and Cured Fish, 1966

fresh smoked*** dried
frozen
( new pesewas per pound )
. *Kumasi, wholesale:
Mackerel 15 32 -
Sea Bream 19 38 -
Tilapia 16 - 30
**pAccra, retail:
all species
(average) 24 4O %% #% 42
Source: *Fisheries Department #* Central Bureau of _ ¥
(monthly records) Statistics (monthdy records)

*%#%*Height loss by moisture reduction during-the common
"hot emoking" process 30 — 40%.

##x*Depressed average by the comparatively low prices of smoked herring,
an indication that the bulk of herring amoking is based on low~price
supplies during seasonal gluts.

Two canneries ars under comnstruction for government, involving a planned
investment of approximately 5 million new cedis., The final account of investment
costs will be considerably higher due to the frequently suspended construction
works on the projects which wers started four years ago, The present indefinite
suspension of both projects is due parily to disturbed relations with the suppliers,
partly to a lack of confidence in the economic viability of the undertakings.

One of the two projects is the already mentioned "Tema Fish Complex", This
Complex is designed to incorporate avariety of fish processing activities, including
fish meal production and the above mentioned smoke-curing section, around canning
as the main function. The moderate capacity of the plant, 4000 tons canned fish
per annum, the convenient location adjacent {o the fishing harbour, and the diversi-
fication of processing lines could, if properly adjusted to local demands, make this
plant ideally suited for the GChanaian situation. Unfortunstiely very little is known
about equipment and operating principles of the plant, after contactis with the
Russian counterpart organization for supply of equipment and specialists have been
suspended since the change of Government in February 1966,

The other project is a 15,000 tons (canned output) fish cannery, incorporated
in the so-called "Interlocking Food Complex". As in most other ssections of this
Complex (wheat mill, oil mill, feed mill, margarine plant, fish meal plant, tin
manufacture), production capacity of the cannery is over—sized, Annusl importation
of canned fish during recent years in the range of 10 -~ 12,000 tons cured and cannsd
fish (ref. Table 6) consists to approximately 80% of canned fish, In view of the
low prospects for rising consumer incomes over the next 3 ~ 5 years and thse fast
increasing domesstic supply potentials for fresh; cursd and frozen fish, consumption
of canned fish is likely to fall furthsr (ref. the experts consumption estimats of
9,000 tons cured and canned fish by 1970). Since it will most likely not be possible
to substituts canned fish importation completely by Ghana-mads products, the poten-
tial demand for canned fish produced by the two canneries at Tema may be estimated
at 6,000 tons. This is only one-third of ths two plants! comdbinsd capacity of
18,000 tons. The main demand is for oil sardines. Other canned fish products
commenly consumed in Ghana ars pilchards, mackersl and, to a small extent, salmon and
tuna.  While canning of tuna for ths domesiic markst oannot be an economic propc—
sition in visw of the low demand (and would nead to be a highly specializad large-
scale oparation if aimed for axvor: production) sardinas and other products of tha
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herring family would be feasible objects for a young canning indusiry in Chana,

- Since export opportunities at cost-covering prices will be non-existent in view of
the comparatively high landed price and capital cost of the Ghanaian canning industry,
capacities should not exceed domestic demand which for the feasible products may be
calculated at 6,000 tons for imported or 5,000 tons for Ghana-made products. Of the

. 6 - 7,000 tons raw fish required for an annual production of this size approximately

5 5,000 tons would be herring. This quantity would represent about 25% of average

CGhanaian herring landings and approximately 50% of average herring landings at Tena.

Considering the very strong demand for fresh herring in its traditional forms of pre—

servation, a gresater off-take for canning would hardly be practicable.

b

It appears, therefore that from the demand=- as wsll as from the supply- aspect
Ghanaian canning operations during the next three to five years ought to be limited
to a total output capacity of 5000 tons, This range would be nearly covered by the
-Tema Fish Complex (4,000 tons) and the existing canning capacity of 600 tons which is
installed in a private—owned long—range fishing— and processing-vessel, which needs
mentioning here. This vessel hzs already produced a zood stock of canned fish, mainly
mackerel, which will soon make its entry to the CGhanaian market.

Landed prices for canning may be derived from Table 12 which shows the impact
of the herring season on the general price level of fish landings. Though thse Table
indicates prices paid at other parts of the Ghanaian coast can gensrally be assumsd
1o be at a similar level,

Table 12 : Average Range of Landed Price for Herring and other
Species at Tema, 1966/67.

& Herring Othzr Fresh  Frozen Fish
Fish ex cold stors
( Few pesewas per pound )
1966 :
R Jan, - June - - .
Nov./Dec. ¥ =0 & =4 e
> July - Oct. 5=1 8-9 o1
1967
Jan, = June
Nov./Deo. g 7-10 8 =13 : 11l.5
9.0%
July - Oot, 3=5 6 -8 1 10.0
Source: Fishery Department (weekly records) and long-range fishing enterprise
(personal comzunication).
* Accumulatad stocks and slow sales mads further prics reductions
4 necesaary to avoid great lossses on over—stored fish.

The average landsd price for sardins canning may bse estimatsd at 7 Np. per pound.
If storage facilitiss for raw fish, e.g, brine tanks for frozen sardines, are availabls,
& largse consignments can be bought during seasonal gluts and thersby ths avsrags landing




S

w3

g

(»

T ———————

- 43 -

price paid by the cannery reduced. The following "price-lows" were for instance
recorded during July — September 1967, each lasting up to one week:

July 2.7 Np./1lb.
August 2.0
September 1.5 "

Kesping for the present calculation to an annual averags of 7 Np./lb. and allowing

for 25% offal, the fish input for the popular 5 oz. tin sardines would cost 3 Np.

The commonly scld brands are imported into Ghana at an average c.i.f. price of 10 XNp.
and sold retail at government control price of 14 Np. An ex-factory price of 12 Np,
for the CGhanaian product would permit 9 Np. for costs of salt (consumed mainly in
pre—-canning preservation processes), oil and spices, packing material (mainly tins),
labour, overheads (capital cost, administration etc.) and marketing (sales organization,
advertising etc.). A tentative breakdown of permissible operational costs for pro-—
duction and marketing of oil sardines at Tema would be (per 5 &z. tin):

herring 3 Fp.
salt, oil and spicses 2 "
packing material 3 m
labour 2 "
overheads l.5"
marketing 0.5"
ex~factory price 12.0" pexr 5 o0z.%in
retail R 15.0%

Fish-msal and - o0il production goes along with canning and smoke-~curring
operations which supply offal as raw material, At Tema, this source of raw material
would hardly account for more than 10 tons daily, Another 10 tons may arise out of
fresh and frozen fish consignments which dus to advanced decomposition have lost most
or all of their market value. Occasionally, during seasonal gluts and over-loaded
cold storage capacities at Tema, good fish might be turned into fish meal, Fish
species, which are not in demand in Chana but often caught mixed with the desired
species, will serve fish meal produciion during the off-ssason when the short~range
motor vessels normally return with free payload, For the desp =~sea fleet this will
hardly be feasible, sincs their refrigerated storage capacity is normally fully utili-
zed by fish of good market value, For the substantial quantities of unwanted fish,
normally thrown back to the sea, a fish meal plant on board can be a feasible invest-
ment, if its installation doss not reduce the vesssel's fishing capacity. The abovs
mentioned private—ownsed processing vesssl is squipped with such a plant., An important
contribution in Europsan countries, the down-grading of under—size fish to fish me:1l
production, is not possible in Ghana whers small-~size fish is much appreciatad by
consumers,

Considering the resources discussed above, a fish mesal plant ashore could probab—
ly count on daily raw material supplies of 10-40 tona, An output capacity of 6 tons
fish meal daily or 2000 tons per annum would be a realistic invesiment, The marksting
of such quantity in CGhana should not c¢reaia any problems, If the information on fish
maz2l production within the Tema Fish Complsx 30 -tons daily, can be understood as raw
ma*arial requirement,; then ths capaciiy of this plant would be in line with above—
mads calculations,
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Summary and Recommendations

Fish landings by local Chanaian fleet have increased faster than ‘population growth,
due to the establishment of a long-range fleet, the rapid expansion of the inshore
M.F.V. fleet and the development of the Volta lake fishery., As a conssquence, the
share of imports in Ghanaian fish consumption could be reduced from 50% in 1964

to 20% in 1967.

Part of the long-range fleet is still not delivered yet. Actively operating
during 1966/67 was only approximately half of the total stern~trawlsr fleet
(incl. vessels on contraot)., Most of the Russian-built side-trawlers are still
idling at Tema, since the changs of Ghana Government caused the leaving of the
Russian crew members.

Productivity of the Ghanaian long-range flset is still wvery low, which fact, -
combined with & high foreign exchangs component in fleet costs, .so far has re-
sulted in net foreign exchange losses on the substitution of imported fish.

The present long-range fleet at a fair level of efficiency ( a level which is
being approached by some vessels of private fishing companies) would be in the
position to supply sufficisnt frozen fish to bridges the gap in the supply of
fresh fish, However, since this gap is subject to wide seasonal fluctuation,
accumulation of frozen fish stocks over long-time periods (with its effects on
storage costs and fish quality) ars necessary and unavoidable, unless the
principle of self-sufficiency is exchanged against a policy of minimum stocks
by a combination of export and import activity.

Since price expectations for exported fish such as pressntly landed by Ghanaian
fleet are comparatively low, it appears tha®t it would have been better had the
fleet remained at the level of 1964 when its catches were in the range of the
months of lower demand for frozen fish, supplementing imported fish during months
of peak demand and theredby saving on storage cost and improving on quality.

Since export will for a number of years not be possible without involving high
financial losses, long-range vessel ownsrs will tend to flood the local marksd,
possibly without calculating depreciation and interest on invested capital, with
destiructive effect on the inshors-fisghery.

Against this background, the Aker agreement, while lsading to increased frozen
fish supplies, can only be beneficial, if also marketing services, especially
export—~orientated onss are provided under the agreement. ‘

Since imported fish, besides enjoying preferential demand (better graded and
packed) in Chanaian markats, is landed at prices approximately 35% below average
present production cost by CGhanaian fleet, there exists a temptation for Ghanaian
flest owners to deliberatsly reiard operations in order to make room for the
transaction of imports at high profit margins which well cover ths idling expense
of the fleet. The temptation is especislly present, when no capital c03+
(interest) entsrs the cost calculation; as in ths cass of vessals providsd by
Government 1o its corporation.
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The little appreciation frozen fish enjoyed in Consumer markets, has been further
reduced by frequent sales of over—stored fish in the above described situation,
Neither has the idea of selling frozen fish through retail stores owned by ths
fishing concern been successful, though the atitempt was supported by subsidized
government control prices.

Efforts in the interest of increased and wider fish consumption and distridbution
have to take into account the consumer preference for fresh and (inland almost
exclusively) cured, mainly smoked, fish. Also here, the use of overstored
frozen fish in the preparation of an inferior cured product can do damage to
consumer attitude towards fish.

In order to accelerate wholesale transactions during ths peak of the herring
season, an auction may be a useful innovation, though this meay have to be

-synchronized with the establishment of canning and commercial smoke-curing

operations, . =
The increasing capacities in Ghana's herring fishery, in conjunction with in-—
tensive research and trials of new methods for the harvest of herring over an
extended season, including the greater part of the year, have made the operation
of a small sardine cannery for the supply of the domestic market an economic
proposition, The Russian-built"Tema Fish Complex" with its combination of smoke-
curing, canning and fish-meal production appears to present the right dimension
for this undertaking.

Under the assumptlon that Government is fully aware of the situation

. outlined above, in particular with regard to the critical development of the

long-range fleet and the inherent preferences in domestic fish consumption,
it is therefore recommended to :

Prevent the presently operating long-range flest from growing further by immediate
negotiations with suppliers of those vessels still on order, to cancel these
orders against unavoidable payments of indemnity., One British vesssl, which has

already been received as the first of a seriss of six on order, but has not yet

been put on to full operational schedule, should, if possible, be returned to the
suppliers, since it would otherwise remain the only British vessel within the
Ghanaian fleet with the disadvantage of keeping spscial stocks of spares and
employing exira skills for repairs and maintenance of this cne vessel only.

Make & decisive effort to dispose of the 10 S,F.C., side-trawlers. Do not hesitate
to dispose of a few stern trawlers as well, should the opportunity arise.

Encourage and support private fishing companies to providezmotor fishing vessels
with equipment for shrimp and tuna fishing.

If possible, introduce into the Aker Agreement the commitment to market abroad
all catch brought by the Norwsgian vesssls during ths months July - October.

Encourags +*‘jl exporis by private fishing companies and assist in co—ordinating
sales and storage policies of the participating enterprises with the aim of
preventing ovsrstocking and mice collapse by a joint expori policy supported

by a comparatively stable prics level in the domestic market.
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Levy a duty of 2.5 Np./lb. on fish importation of any grade or kind in order to
discourage fleet owners from subsiituting productivity of their own vessels by
profitable trade in imported fish, Instead of a duty rate, this amount can be
charged as a legal contribution to a CGovernment-administered fund for the support
and progress of the fish industry (e.g. for the support of initial export
operations, conversion of fleet equipment for export-orientated production,
installation of harbour and processing facilities etc.).

Abandon the attempt of direct government intervention in fish whole-sale and
retail trade (S.F.C.).

Carry—out with the aid of the FRDU/FRI a study on the food-analytical guality
criteria and consumer appreciation of fish retail supplies derived from frozen—

fish landings, in whole and processed (smoked, salted, fermented) forms.
Tmplement regular quality controls, if the results of the atudy prove those
nscessary in the interest of a wider fish consumption. =
Sponsor the establishment of industrial smoke~curing plants, Offer financial
assistance to traditional processors who are willing to inves? in small- or
medium scale modern smoke-curing sequipment.

>Carry-out a comprehensive technical evalﬁation of the uncompleted "Tema Fish

Complex™" and, if such evaluation does not reveal major inadequacies, proceed
with the installation of the complex, under the condition that the suppliers
provide technical and commercial management for the initial years of operation.

Provide training abroad (if possible, in a tropical country) in fish auctioning
for two Ghanaians, recruited one each by Government and private enterprise,
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3. SUGAR INDUSTRY

After the Fishing Industry, the Sugar Industry is the largest investment in
Ghana's Food industries in recent years. About 24 million new cedis (approximatsly
half of which in foreign exchange) have been invested, over the past four years,
in the two CGovernment plantation and milling projects at Komenda and Asutsuare,*

‘With their daily crushing capacity of 1,000 tons (Komenda) and 2,000 tons (Asutsuare)

and the assumption of four months crushing season, a combined annual output of
30,000 tons sugar and approximately 500,000 gallons alcohol (from the molasses
distillery included in the Asutsuare project) may be expected as soon as a sufficient
cane supply can be secured. A further 250,000 gallons alcohol will probably be
produced by rural distilleries from plantation— and farmers' cane crushed for juice
and from molasses at Komenda. Unlike the 964 pure alcohol produced by the factory
distillery at Asutsuare, the rural product is the 35 — 40% alcoholic local drink
'akpeteshi', i.e. the above mentioned 250,000 gallons alcohol will enter the market
in the form of about 650,000 gallons of akpeteshi.

The potential impact of the young sugar industry on the Chanaian alcohol/
akpeteshi market is an important factor in future sugar demand in Ghana, An sestimated
66% of granulated sugar, i.e. 33% of total sugar imported into Ghana (half of which
is in form of cube sugar) is processed into akpeteshi by the numerous village distil-
leries all over Ghana,**®

Table 13 shows the developmsnt of Ghanaian sugar importation during the last
15 years and a tentative breakdown of users. Sinco no rural sugar production is
known to exist in Ghara and the above mentioned projects are just starting with
negligable initial cutput, imported quantities represent national consun “ion,

Table 13: Sugar Imports into Ghana 1950/66 and tentative Breakdown
of Uses, (in 1000 tons) .

total cub=d granul. (estimated distridbution of granul.imports:)
Household., and industrial
catering Baksry, Con- Akpeteshi
fect.,Beve- distillery
_rage
1950 13 .o os .o
1957 35 oo e L
1962 60 20 40 1.5 T-5 31
1966 58 30 28 2.0 8 18

The figures show the different impact of the introduction of ZyQNp./lb. import
duty and 10% sales tax (introduced between 1961/65) on the demand for cubed and
granulated sugar, Consumpition of cubed sugar, the main form of sugar used in house-
holds and catering, further increased in spite of nearly stagnating household incomes,
Imports of granulated sugar, 90% of it industrially used, dropped by 30%. This is to
a small extent the result of a 40% decrease in wheat flour consumption during this
period, bakery being a substantial consumer of granulated sugar, The main cause,
however, can only bs a remarkabls dscrease of sugar usage in skpsteshi distillery,

* Including the cosi of watsr supply, contribuitions of other govsrnment agencies
such as Stats Farms, Irrigation Division of the Ministry of Agriculture, the
defunct U.G,.F.C,,and preliminary project expsnses during the period of establishment,
** This estimate ia 8%ill low compared with opinions expressed by trading firms
and distillers, FHowsver, though there is sxtremsly little usags of granulated
sugar in Ghanaian householdsy, its industrial use othsr than distillery tends
to be undersstimated.




- 48 =

This decrease may primarily be explained by an obviously existing price elasticity
of this particular demand. The wholesale price increase by approximately 50%,
following the above mentioned introduction of duty and sales tax, has placed the
common indigenous raw material for akpeteshi distillery, e.g. palm—sap, cans juice,
" fruit, or manioc, at a comparative cost advantags. The devaluation of the New Cedi
brought a 43% inorease in c.i.f. prices, which effect was compensated by a duty

. decrease from 2¥2 to 1 Np. and abolition of the sales tax. While thersby wholesale
- prices for granulated sugar will remain practically unchanged, prices for the above

mentioned indigenous raw materials have dscreased during the last iwelve months as
., part of the general fall in the prices of domestic agricultural produce. In this

situation the demand for granulated sugar for akpeteshi distillery cannot be expected
to rise. Instead, a further decrease in the use of sugar for akpsteshi distillery
‘will be unavoidable with the above indicated impact of molasses and cans juice distil-
lery arising from the newly established sugar indusiry. If all alcohol distilled at
Asutsuazre at full-scale production can be absorbed as planned by the State Distillery

. Corporation in its campaign to substitute akpeteshi consumption by ¥ safer, attractive-
ly bottle . alcoholic drink at moderate consumer price, this, together with the villags
distillery of molasses and cane juice around the sugar factories (estimated above
at 650,000 gallons akpeteshi at full operaztion) may eventually take over 2 million
gallons of the present akpeteshi market.* The loss in turnover suffersd by the
existing rural distilleries will result in a dscrsasing demand for distillery sugar,
Applying the production formula, described by ISI of National Investment Bank, i,e.
1 cwt. sugar yielding 12 gallons akpeteshi of 36% alcoholic strength, the demand for
distillery sugar may fall by as much as 8,000 tons.

Furthermore the sugar price will have to rise by approximately 50% in order to
cover the high cost of local sugar production, as will be discussed later, This will
have a depressive effect on the demand for both cubed and granulated sugar., A tenta-

. tive projection of sugar consumption by 1971/72 would probably show little increase
in the consumption of cubed sugar and a further significant decreass in that of
granul ted sugar,

Table 14 compares this projected domestic demand with existing national production
s capacities., The demand projection is made under assumption of the above mentionsd
price rise.

Table 14 : Provisional Demand Estimate and National Production Capacitiss
for Cubed and Granulated Sugar in Ghana 1971/72 (1000 tons)

Domest, Demand Production Capacity Import gap
Asutsuare Komenda

cubed sugar 36 20% : 16
granulated sugar 20 #*% 10 lg’(ﬁg
Total 56 ~20(25) 10 T28(21

* The Asutsuars factory is at preseni not equipped with cube making
machinsery, Installation of such machinery, as recommended later,
is anticipated in this Table.

## Tha figurss in brackets stats ths potential extended cepacity providsed
for in the design of the Asuisuare plant.

L

* No ostimats 0% total akpetsshi consumption is availabls, However, a minimum of
8 mill, gallons must be assumsd, considaring ths quantities of granulated
sugar imports over the past years,
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A study of Table 14 permits two conclusions :

1) The investment of cube meking machinery at Asutsuare is a necessity.
Production of cube sugar should start by 1970 latest, otherwise marketing
problems will arise for the increasing output of granulated sugar.

2) By 1971/72 existing capacities will be able to handle all but 26,000

' tons of estimated requirements, of which at least 5,000 tons is already
provided for at Asutsuare. There may be room for one more large-scale
sugar investment in the range of 15 - 20,000 tons annual output, thse
greater part of which required in form of cubed sugar,

With regard to conclusion 1, no cube making plant had been included in the
Asutsuare investment. In planning the invesiment of such plant, consideration may
be given to a 15,000 tons cube sugar plant owned by Messrs. Drevici as part of the
colossal amount of not yet unpacked or partly instaslled machinery and equipment
bought by this company for investment programmes under the former Ghana Government.
The plant was destined to be incorporated in the mammoth cocoa storage and processing
complex at Tema. Apart from the uncleared future of this complex, there is no
economic justification for the installation of a cube-making plant at Tema, i.e.

50 miles away from the sugar factory. Installation of the plant at Asutsuare, how-
ever, may be an alternative proposition,

With regard to conclusion 2, a Japanese rice and sugar cane irrigation project
was taking shape adjacent (to the south) of the Asutsuare project, at Aveme, The
project, which was to be supported by its own sugar mill, has been abandoned since
early 1966, Another area of approximately 8000 acres, for which complete soil- and
topographic surveys with special regard to irrigated sugar cultivation have been pre-
pared, is situated along the eastern banks of the river Volta, opposite the Asutsuare
project. Interested private investors may investigate these location first, without
the need of time~taking and costly surveys. It is further possible that farmers
become interested to produce brown sugar by means of low-price Indian-made "Mini-
Mills", with the inceniive of the above mentioned sugar price increase and the
example of the large mills., One such mill is presently being invested by a cane
farmers' co-operative at Anyirawase, 54 miles from Asutsuare. If the brown sugar
produced by those mills can be priced much lower than cube sugar (e.g. cube 15/brown
8 Np. per pound), it could probably attract a good share of household and catering
demand in nearby rural and urban areas.

The existance of milling capacity alone, of course, does not solve the problem
of sugar production. Cane supply in adequate quantities and at reasonable cost has
to be secured almost simultanously with completion of milling aggregates in order to
avoid accumulating losses from under—utilization of factory investment, which might
not be recoverable during the lifetime of ths plant. So far, the Government sugar
industry has failed seriously with regard to both cost and quantity of canse supplies.

Table 15 shows the tremendous gap betwsen investment and the establishment of reason-
able returns from operation. ’
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Table 15 s Establishment and Operation of the State Sugar Industry, 1963 - 67

Asutsuare Komenda
Commencement of projeoct 1963 1963
Completion of mill 1965 1966
18t milling campaign 1966 1967

Cane requirement for full-scale campaign

240,000 tons

120,000 tons

per crushing day (24 hrs.) 2,000 1,000 "
Canse supplies 1st crushing campaign 17,500 ¢ 32,000 n
Average daily supply during lst crushing campg. 292 n 479 il
n supplies per crushing day#* 650 n 83
‘Cane supply 2nd crushing campaign 16,500 " - (1968)
Average daily supply during campaign 275 ¢ L
" supply per orushing day 1,000 ™ "

#* j,e., only those days during which actual crushing was done.

Table 15 shows the operation of ths State Industry in isolation, i.s. to the
extent that the State Plantations supplied cane, but excluding the share of farmers'
cane supplies. Ths original planning of the projects did not provide any supply
quota for their individual farmers or those co~operatively organized. The declared
aim was to run mills and plantations as 100% integrated State Indusiries. The need
for additional supprlies from cane farmers was,however, realized, when it decame
obvious that the State plantations! development remained far behind schedule, An
extension service was organized and credit to cans farmers' Co-opseratives provided
by the Agriculiural Development Bank. Though started late, the farmers quickly
established their supply share which, especially in the case of Asutsuare, is fast
increasing.

Table 16 s Farmers' Contribution to Cane Supplies for the Government Mills.

Asutsuare Komenda
estimated) (estimated)

1966 1967 1968 1969

1967 1968 1969
(in '000 tons)

(in'000 tons)

State Plantation Supplies 17.5 16.5 32 50 32 40 50
Farmers! | 10 21 A3 # é 10
Total supplies 24,5 26.5 ~53 93 3;.5 Z;.g ()
Average " per crushing day

(ref. Table 15) 0.9 1.6 1.0
Farmers! share in total and

average supplies 294 38¢% 40 % 45 % 15¢% 16% 17 %

Farmers! contridbution raised the avesrage supply per orushing day to 980 tons (Komenda)
and 1,600 tons (Asutsuere, 2nd campaign), i.e. to 98% (Xomenda) and 80% (Asutsuars)
of requlrement for uninterruptsd 24 hrs, crushing operation,

Neverthelsss, ths milling rssult was very poor as shown in Table 17,
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Table 17 s Sugar Recovery out of Milling Operations 1966/67

Asutsuare Komenda
1966 1967 1367
total tons cane crushed 24,500 26,500 38,000
" "  sugar produced 650 900 2,100
sugar yield from canse 2.7% 3.4% 5.5%
recovery of sugar content in canse :
(average rendement in cane 10%) 27% 34% - 55%

The reasons for this very low sugar recovery are:

1) Wrong timing of cane harvesi, While the ideal harvesting time is the
dry season from mid-November to mid-March, cane was harvested in
March/April Asujsuare, lst campaign) 1966,
May/June " , 2nd " 1967
and July/August (XKomenda , lst " 1967,
The disadvantages are: generally reduced sugar content during the wet
and humid seasonj further rapid reduction of sugar content when cane
has to be cut, loaded or stored wet; irregularities in cane supply dus
to haulage problems in rain-muddied fields.

2) Chronic short supply of cane (only at Asutsuare), causing very
frequent interruption of milling operation with ths result of
deterioration of Jjuice in process and high amounts of sugar lsft
in molasses.*

3) losses by lack of experience in operating the new mills and initial
difficulties in adapting machinery, equipment and technological
formulae to local conditions,

¥hile the last mentioned reason is to some extent experisnced by any new pro-
ceasing operation, the chronic shortage of supplies during the short number of
crushing days in the first and second campaign at Asutsuare and especially ths wrong
timing of the campaigns cannot easily be excused. A major reason for these mainly
organizational failures has been the lack of active support by ths controlling
ministerial government departments. The campaigns, for instance, had been plannsd
by the management of the indusiriss to taks place during the first quarter of ths
year. However, in 1966 as well as in 1967 it took months until the necessary funds
%0 run the campaigns were granted.

Since stats enterprise is not charged with interest for the use of operational
and investment funds provided by Government, a lack of drive to utilize invested
capacities is the natural result. Howevar, the use of capital costs monsy, e.g.
lost interest which could be gained by alternative uses such as depositing it in
domestic or foreign banks., The effect of slow materialization of the projscts in
terms of capital costs is demonstirated, in the case of Asuisuare, by Tadble 18.

® Though the sBugar in molassss can be turned into alcochol, ths net profif of
the distilling process is much below the value of the sugar lost.
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Table 18 s Project Development and Capital Costs at Asutsuare >

, i 3 3% %% 3% 3% 3% % 3% 3%
- - Capital Outlay Interest Depreciation
5% 5%
( in 1000 new cedis )
% Invested* during 1963-1967 approx. 15,000 - 1,780
Operational loss®** 1966/67 " ‘ 2,800 - - 140
- Accumulated interest charges 1,920 : .
° Capital outlay, incl. accumul. -
interest charges, per 1/1/68 - 195720 4
Annual interest— and depreciation : 493 + 750
charges 1968 = 1982##» ; . = 13243
in 4 of estim. sales 1968 (Nf 0.7 mill.) = o 177%
in % of estim. sales at full-scale op. =
" &) at present sales prices (Ff£3.6 mill,)®wsx 35%
b) at 50% increased sales prices for 3
- . sugar (N£ 5 mill,) ' : - 25%

# A1]1 building, machinery and equipment plus 3 million N out of
"expend. over income™ (1.5 debit to factory,— 1.5 to land=-
esteblishment)

## The remaining pari of "expend. over incoms™, excl, approximately
N£ 500,000 "depreciation™,
##3% gyerage annual intersst charged at half rate, ¢ > to compensatory
e finance effect of depreciation.
#axr% 20,000 tons sugar at Nﬁ 140 plus 500,000 gall, alcohol at Kﬁ 1.60
#xx%% Calculated intsrest, at prefersntial rate; though at pressnt not
charged, it represents the min. capital cost of the project.
®xx#%#% Agguming an average life time of total project investment of
25 years from commencemsnt of installations and plantation
establishment (1963) or 20 years from 1968.

Further operational losses due tounder—utilization of capacities and further
expenditure on land establishment, together probably excseding 5 million Nﬁ over
the coming 4 years, will have to be financed by provision of additional government
funds. Amortization of total losses during the period of undser-utilizsed capacities,
1966-71, estimated at about Nf 12 mill,, will have to be provided out of profits
in later years, when full utilization of capacities is achieved,

It has to be realized, however, that, ail present sales prices, even at full
capacity operation, only 65% of sales income (ref. Table 18) will be available to
cover all running expenses of the project, i.e. mainly local and expatriate labour,
fuel, spars parts, insurances, and purchases of farmers' cane., According to estimates
by the Principal Agriculiurist, State Sugar Producis Corporation, these running
expenses at full operation will amount to approximately 90% of sales income,* i.e.
anrual losses at the hight of 25% of sales income or approximately Nﬂ 90G,000 will
be unavoidabla,

Thess losses need to be balanced by a proportionate i.e, 25% increass of sales
rices., Amoriization of losses acoumulaised during the initial period of opsration
1933:71, howaver, will only be posasible if sales prices are increased by 50%,

* Aplaon of Extension of Plantations and Financial Estimates covering the
period 1967-71, Asutsuare Branch", extiract gilven as Appendix 4.
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thereby providing an additional N 900,000 per year or Nﬁ 14.5 million over the
remaining l6-year period 1972-88 (out of the 20 years depreciation period 1968-88).
Government may decide to wholly or partly write off the losses occuring during the
‘six=year period 1966~71l. Such act should not necessarily reduce the proposed margin
of price increase, under the following considerations:

a) The rate of interest, applied in the calculation of Table 18 is low;

b) The depreciation rate applied in the same calculation is likewise low,
considering the substantial shars of fast wearing equipment, especially
in the agricultural and transport sector of the invesiment, and the late

start of the depreciation period, five years after commencement of
installations.

0) The human and soil resources as well as climate influences in the area
have not been experisenced to the extent as to guarante& sufficient and
regular supplies of canse in the long rTun,

d) The calculated price of Nf 1.60/gall, obtainsd for alcohol distilled
by the factory needs to be reduced if expori{ becomes nescessary.

The caloulation of interest charges on investsed government funds, which so far
have been provided fres to the indusiries, is open to dispute, It has to be resalized,
however, that Government cannot afford a non—commercial attitude in dealing with
state industries, since these have grown to such number that their open or disguised
subsidy can disrupt government finance and distort the country's economic develop—
ment. Though it is regrettable that the slow pace of establishment and other
miscalculations, which will be discussed, have raised the cost{ of sugar produced by
the State Industries, the recovery of these cosis via consumer prices appears to be
a reasonable solution, There can be no social bias against this method, since sugar
is not an essential commodity in Ghanaian diets; maize, plantain and cassava being
equally economical sources of calory supply besides having valuable minsral and -
vitamin contents in which sugar is completely lacking., The low nutritional signifi-
cance of sugar consumption in Ghana, but its growing importance as & habitual and
prestige food, is demonstrated by & comparison of sugar imports over the last 25 years,
which shows quantities a mere 5% of present figures during the early 1940es, Becausa
of its low nutritious value, sugar is used by most countries as a revenue earner in
form of high duty tariffs, sales tax and/or exercise on domestic production.*

A gradual increass of the sugar price in Ghana will be possible without
political implications by a closs following of world market prices, which are
likely to rise but not to fall after ths low of the last three years., Once the
world market price (inclusive c¢.i.f. and clearing charges and the prevailing duty
rate of 1 Np per pound) has reached the cost price level of domestic sugar production,
this level may bs stalilized as the minimum price lsvel for imported sugar. The
margin accruing with falling import prices may be retained by a Government agency
with sole importation right (GHTC acisd already as such in 1964/65) and remitted as
government rsvenus,

The quesiion of a price incrsase for the indusiry is not urgent, sincs output
is s%ill very low and the gain by an increase of sales prices would bs insignificant
compared with overall losses faced during this initial period, By 1370, howsvsr,
and at least by 1971/72 prices ought to be at a level of 50% shove ths present one,

® E.g.sugzr ratail prices in Japan wers reported to be about four times as high as
the world price (FAO Commodity Reviaw 1962). Among other countries with similax
or higher sugar prices were Italy, Libsria, Togo arnd Equatorial Africa (FAO Com-
modity Bullettin, Seriss No. 32, 1961).
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if the industry is to pay its own way, There is all hope that this level will be
reached in the harmonic way propossd above, since the world market has frequenily
experienced price rises as high and highsr than the swing needed for the proposed
domestic price policy; e.g., the average c.i.f. price for granulated refind sugar
during 1963 was three times the price in 1966 and the present price; a similar price-
high occured around 1957. Forward prices, qQuoted December 1967 at London stock
exchange for suppliess in December 1968 show a 20% increase over 1967 prices.

Table 19 s Past and Prospective Sugar Prico Development in Ghana 1963/71
Model (ref, paragraphs abovs)

1963 1966 © 1967 1968/69 1970/71
(annual averags) Aug./Sept. +25% +50%
| ¢ 7 5 ¥ 7
per ton - L
c.i.f.2 £100=200.00 33.,10=67,00 35=100,00
duty: , 56,00 56,00 22,40 variable margin of
sales tax: - 6,00 - revsnue for (Government
handling & clearg.
and import.margin: 20,00 27,00 20,00 20,00 20,00
ex Tema harbor: 276,00 149,00 142,40 : 175.00 210,00
ex Ghana Sugar Mills: 140.00 175.00 210,00
= per cwis . 13.80 T.45 7.00 8.75 ' 10,50
= " pound: 0,126 0.067 0.063 : 0.078 0.094

Revenues out of sugar imports will be attractive, prodadly svsraging Nﬁ 0 -
Fﬁ 50 per ton, a contridbution of over Hﬁ 1l million per year until the import gap,
remaining after full-scale production of the State industry, is filled by private
sugar establishments. As these rsvenues from imports will decreass, they may be
substituted by excise on-private and state sugar production. The sxcise should e
introduced gradually in order to enable the indusiries to absord the levy by rising
productivity, not by increased sales pricss, ‘

The solution of the profitability problem of ths state sugar industiry by the
above outlined protectionigtic government policy must not obscurs the fact that the
industry, by the wasteful way of its establishment, has nearly jeopardized and
certainly put far ahead the chance to becoms a real benefit to CGhana's economy,
The industiry has been set up mors capital-intensive than necessary, further aggravating
investment cost by the slow development of plantations, Capital is expsnsive in a
developing couniry and mocstcapital goods have to be dirsctly or indirectly impoxrted.
This applies not only to the imvestment of a mill, but as well to the invesiment of
irrigated plantations, It can be assumed that three quartsrs of the factory inveatment
and onse~third of the agricultural invesiment at Asuisuare, both including accumulating
interest charges, have to be valued in terms of forei:n exchange, Since over 60%
of the investment is connected with factory establishmsnit; including transport equip-
ment, ths foreign exchange component in total investment cost is approximately 55%.
Of opsrational expsnse, half of faotory cost and ons quarter of agricultural cost can
be estimated as directly or indirsctly involving foreign sxchange, Since in
operational expena2s the agricultural wing of the projeoct is the hsavier oms
(approximately 75%), total opsrational expense (at full-scale operation) will contain
a foreign exchangs component of 31%, Investment cost (depreciation and intsrsst on
invested capital) at full-scale operation being approximately 28% of totzl production
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@pet, the overall foreign exchange component in the cost of sugar production by the
#<ete indusiry can be estimated at 37.5%. Applied to a minimum cost price per ton
Gloane sugar (refind) of Kf 210, an amount of N 79 can consequenily be assumed to
e the foreign exchange outlay in production cost per ton.

It can be concluded that, if world market prices would remain low as at present
(xef. Table 19), the substitution of sugar imports by domestic production could yield
mp significent foreign exochangs saving. However, the present world sugar price is
zonormally low and does not cover production cost in any of the exporting countries.
T+ is a reasonable assumption that the c.i.f. price for sugar imports (granulated,
wefined) into Ghana over a period of 5 — 10 years is more likely to average N¢ 130 or
#pove, In relation to such an assumed average c.i.f, price, substitution by local
supplies can yield a foreign exchange saving of approximately 40% of the import price.
mMris comparatively low saving in foreign exchange may be disappointing, since the
seteblishment of a sugar industry is often regarded as a particularly effective effort

Ixx import substitution policy.

All the above calculations have besn based on the Asutsuare case, since mors
zooount records are already available on this project, which has completed its second
exrushing campzizn. Howsver, the financilal conclusions so far derived in this report
czzn well be extended to the Komenda projecit, since in spite of the more encouraging
atert (ref., Table 17) there is little prospect of yielding better financial results
#% Komenda than at Asutsuare., A balances of advantages and disadvantages of the Komendsa
project, compared with the Asutsuare one, is given below:

Table 20 : Characteristics of the Komenda Project, in Comparison to Asutsuars

Advantages (at Komenda) v Disadvantages (at Komenda)

faster plantation development nematode attack

higher productivitiy of labour lower share of farmers'! cans
supplies

much lower labour-transport- exirsmely high cost of water

and~ housing cost supply (for factory and
plantation use)

lesser threat of endemic human danger of corrosion for faoctory

diseases v installations (located close to

the shore in reach of surf dust)

The unfavourable economioc result of the largs investment into the state sugar
indusiry, though protectionist government import policy may assure nominal profits

4n the long run, must not be accepted; on the contrary, means to improve this rssuli
Ezve to be fourd and implemented.

The most obvious mesnas of struotural improvement of the two projects is a
decisive policy to accalsrats the dsveslopment of farmers' cans supplies. While
fzrmers are supplying at the factory price of Kﬁ 6 per ton, the operational expenses
alorne for cane supply from the faciory—owned plantations is Nﬁ 12 per ton, This
estimate i3 the rasult of cost-analysia and ~planning up to the year 1971, produced
for the Asutsuare sugar plantations (ref. fool note on page 52)., Capital cost added,
40tal cost per ons ton plantation cane has to be figured at above N 15, i.e. two
and & half times the price paid to farmers, This high production cost on the govsrn-
ment plantation prevails, though less than one—third of the acrsage will be irrigated.
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Invesiment—~ and operational cost per tom cane will be higher on irrigated land, sincse

_ the yield increase by irrigation has not been able to compensate for the irrigation

expense., Mechanization playing a much greater rols on the plantation than on the
farms, the foreign exchangs involvemeni per ion cane in plantation production may be
considered five times that on farms. Some secreis of this remarkablse diffesrence in
productivity are revealed by the Principal Agriculturist, Sugar Products Corporation#*:

(1) The farmers' plantations are allocated normally on the best soils
in the area. .

(2) Some of the field works, especially planting and gap—filling are
done mors carefully than by wagss labour staff,

(3) The rainfall data and rainfall distribution in the present farmers!'
plantation site is more favorabls. - ik

(4) Harvesting of sugar cane is done much better, i.e. cutting just at
the bottom of stalk, Morsover the farmers are not leaving any canes
in the fields uncollected and covered by trash as our labourers do,
despite all efforts of our field supervisory staff against thisj
sometimes even 8-10% of canes are left on the fields."

Every means to accelerate the exisnsion of sugar cultivation by farmers should
be implemented. The Sugar Products Corporation has finally realized the benefit of
the farmers' contribution. The expert's advice to raise the price paid to farmers
and to charge farmers for cans transport in order to prevent cane cultivation from
dispersion over too far distances, has besan implemented in principls, but not yet
with enough consequence. The price for farmsra' cane was raised from Nﬁ 5 at farm
to Nf 6 at factory, the 20% increase being much reduced by the introduction of 4 Np./
mile cane transport charge. In order to assure & significant incentive, the farm
price should be raissd to Hﬁ T.~, while a realistic transport charge cannot be set
below 6 Np./ton/mile, if the aim to keep sugar cultivation concentrated and attract
contract transport #** ghall materialize. At an average transport distance of 8 — 10
miles, this arrangement will leave a net return of Nﬁ 6.50, at average, for the farmer.
The cane purchasing cost at factory will be between 7 = T7.50 new cedis (as long as
the corporation's transport, at much higher cost than 6 Np. is used). This cost
price is s8till only half that of plantation cane, '

In order to keep the quality of supplies under control, it will soon become
necessary to establish polarization tests at weighing point for ell cane deliveriss
and differenciate the price according to suchrose content,®*#%* This innovation must
not lead to a lowei: average payment per ton, but rather to an increase in the averags
payments by an effective premium on quality.

While a large share of the cane price goes to the Agricultural Development Bank
a8 amortization of loans, the remeining part should bs paid to the farmer without
undus deley.

* NIndispensanls Axolanations", supplement to "plan of Extension..."
(ref. foot nois on page 52).

#% The Corporatica's intention to offser a large numbsr of iractors and trailers at
Asutsuare to farmers and contractors for cane haulage and other farm transport
needs, can bs commendad,

##% Tf this method, though ideal in its conirol effest, proves 100 elaborals, sampls
tests drawn from the fields befors harvsst, may bs chossn as subsiitula,
However, the latter method does not provide a coairol over sucrose lossesn

- during ths time beiwsen outting and delivery.
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The extension services, provided by the corporation, are very important and
should by no means be neglected, dbut strengthened and expanded.

Credit facilities should be extended to individual farmers as freely as to
co-operatives, and this should be made widely known. The haphazard formation of
co—operatives with the aim of easier access to government credit often leads into

difficulties such as lack of members' suppert, disunity, corruption etc., Some of
the production co-operatives in the Asutsuare area have entered into these diffi-
culties. These cases have to be kept under close control and, if feasible, the land
has to be broken down into individual plots befors eventually thse whole undertaking
comes to a collapse,

Farmers in the Komenda area had up to now only very limited loans by the
Mechanization and Transport Department of the Ministry of Agriculture., The Agri-
cultural Tavelopment Bank should establish the same fruitful rselations as with
farmers in the Asutsuare area as soon as possible, in order to achieve similar in-
crease in cane supplies (ref. Tabls 16).

Feedor road construction by the corporation can aid farmers in the opening
of new sugar lands, such as presently along the new Asutsuare — Shai Hills Road.

The irrigation question has to be reconsidered. Originally, the total acreags
of both plantations was planned to be irrigated. While response to irrigation on
trial plots had shown reasonable results, on a largsr plantation scaleyno significan?
yield increase has besen noticed. Responsible are:

1) generally low top soil fertility due to heavy levalling for
- surface irrigations

2) only occasional rainfall deficiency;

3) low efficiency of operating staff;

Contrary to expectations, the yield of large tracts of M"irrigated" land has besn
considerably lower than that or rainfall land, sincs the frequent interruptions of
irrigation on account of inefficient operation sseverely retarded growth of the plant
which has under early irrigation developed a shallow root sysiem and is therefors
more susceptible to drought.#®

Table 21 : Farmers' and Plantation Yields, Asutsuare Project 1966/67

lst campaign 2nd campaign average
. (tons cans per acrs)
S.8.P,C. plantation .
(most acreage irrigated) 26 15 20.5

Farmers' lands
(rainfall only) 29 K} 30

In view of the high cost of eatablishmsni, maintenancs and operation of irri-
gation, it appsars advisabls 1o reduce the originally plannsd irrigated acreags to
the extent prssently esatzblished and concentrate for ths time being on ths faster
and less costly establishment of rainfall cultivation,

* Parsonal communication, Principal Resesrch Officar, Stats Sugar Producia
b D 3 S

Corporation,
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A great reduction in milling cost per ton would result from an increass of cane
supplies at Asutsuare beyond the present target of 240,000 tons, to 300,000 tons,.
According to the manufacturer's specifications, the milling capacity can be expanded
from 2,000 tons to 2,500 tons per 24 hrs, milling day with relatively little
additional investment in machinery and equipment. This target, which because of
the uncertainty of its achievement has not been included in the calculations to
Tables 18 and 19, would call for a 60% increase of projected farmers' supplies.

Table 22 : Desirable Development of Cane Supplises for Expandad Milling
Capacity at Asutsuare

acreage cane yield milling mill capacity sugar
per total season daily total yield
80Te . -total
Tons '000 days (1000 tons) = 7000
' tons tons
1?11[12
Plantation 6000 20 120
Farm Land 5000 24 120
Total 11000 240 120 2 240 20
IQZGZTZ
Plantation 6000 20 120
Farm Land 8000 22,5 180
Total . 14000 300 120 2,5 300 25

Last but not least, stable management is an indispensable cordition for
survival and progress of the two projects. On both projeots, the firsi manager has
been removed eitasr during or shortly after the first campaign. With these men,
all the managerial experience accumulated during the years of establishment of the
factory and plantation as well as during the preparation and operation of the first
campaign has been lost, -

In the case of Asutsuare, the follow-up mansgement has yielded much lower
results and has again been removed., Since months, the projeoct is without a gensral
manager., In the case of Komenda, the first manager was removed in spite of a
remarkable success in the organization of the first campaign, The management has
been taken over by the consulting agents for the project.

It should bs considered, that it is not only experience in the sugar indusiry,
but also experience with climate, soil, labour and public institutions in the
particular area of work; that is needsd for succsssful management,

That Ghena's sugar industry can provide surprises, also for ths representatives
of world-known sugar concerns, is shown by & comparison of a consultants! prediction
of the yields of Asutsuare's second campaign with the factual result, The comparison
demonstrates the difficulty for any nswcomer in estimating the many spscific factors
which oppress productivity in Chana's young state industriss,

Table 23 s Asuisuars, Sugar Campaim 19673 Divergsnce of Factual Resuli from
Consultants’ Prediction (produced during campaign)

redictied achisved
acraage harvesiad 1,800 17300
Jisld psr aocrs, 3ona 23.3 17.6
toial yield, " 42,000 26,500
sugar yleld, per cent of cans 9.5% 3.4%

sugar yield, tons 4,000 900
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Summary and Recommendations

The slow pace of establishment, especially of cane supplies, has raised
investiment costs (depreciation and interest on invested cspital) in the

State Sugar Indusiry to a relatively high level.

Cane production cost on State planéations is high due to low yields and
low productivity of both labour and mechanized equipment,

Private farmers' cane, on the other hand, is delivered in increasing
quantities at a price less than half $ls plantation cost price per ton,

Irri tion efforts so far yielded didappointing results. Avsrage yields
on rainfall lands (private farm land) were higher than on irrigated
(plantation) land.

¥Wrong timing of harvesting operation has disastirous effect~on sugar yleld
in Asutsuares! first and second campaign. ;

Instability of management and lack of active government supportAhave
greatly contributed to the bad results, especially at Asutsuare.

Results 2t Xomanda have been more encouraging, mainly due to beiter
availability of suitable labour force and strong initial management,

The present sugar price does not cover the full cost of the projects,
even at assumed full-scale operation. A 50 % price increase will be
necessary to carry the projects through the 1970ies without government
subsidy, while in addition enabling them to balance ths greater part of
acoumulated initial losses.

Sugar consumption in Ghanaian houssholds is in form of cubed sugar,
Granulatsed sugar is mainly oconsumed by Akpeteshi breweries whose demand
will much decreass with rising sugar price and in compstition with low

cost alcohol from molasses distillery., It will therefore not be possible
to sell much more granulated sugar $han what will be produced at Komenda,
while the Asutsuars mill will have to concenirats om cubed sugar production,

The sugar supply ga=p by 1971/72, at assumed full-scale operation of the
existing two mills, may be estimated at only 20,000 tons, mainly cubed
sugar. Besides the possibilidty of ths estadlishmant of a third sugar
project for cube sugar production, "Hiri Mills®™ opsrsted by individual
farmers or co-—operstives may become a factor im Chanas! sugar induatxy,

It is therefore recommended to

Expand the cazne supply basia with regard to cultivation on private

farms as wall as on Stats plantations as faat &5 possidble, airing at
64,000 acraa! under Siate and 54000 acrss undsr farmers! cultivation

by 1971 and a furthsr inoreass of farmers' planiation to 8,000 acres
by 1974. |




CConfine irrigation to the preéently irrigated ares and nurseries and
“bring its operation to high standards while extending the acreage under
-rainfall cultivation, with eventual application of temporary (marginal)

cover—head irrigation.

‘Continue and expand credit support to cane farmers, individual as well as
~co—operatively organized, and strengthen extension services as ths link
“between farmers and mill,

“Reise the price for farmers' cane to Nf 7, delivered at factory, but
induce farmers to contract for private transport; charge at minimum 6 Np.
~per ton/mile, if factory provides itransport; sell {transport equipment
ansuitable for plantation use at low price to farmers and transport con=—
“tractors in the area. =

“Establish a suitable system of qualitiy ocontrol over cane supplies, and
~provide incentive to improve standards by introduction of a bonus system,
"besides down-grading of severely deficient cans,

“Plan crushing campaigns well in advance and secure the necessary funds
‘without delay, during the initial five years of operation the proaecta
.cannot run self-supporiting.

‘Raise the sugar price by 50%, gradually, if possible using price movementis
in the world market, in the course of 1968~70; prevent price competition
from imports by flexible duty rates or government import monopoly.

‘Equip the Asutsuare mill with cube-making machinery, for 75% of its
planned output, by 1970 latest.

(Confine any new sugar project to predominantly cubsd sugar produciion,

‘Supply both projects as quickly as possidble with able, self—resnonslble,
long—term management. -
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4, RICE INDUSTRY

Among all objeocts of impori substitution policy in Ghana, rice is certainly
the most important one.

Annual rice imports of over N 6 million during 1966/67 constituted 16% of
Ghana's food imports.

Rice in quantity and of excellent quality is traditionally grown in almost all
regions of Chana. Production cost on smell holdings, with subsequent parboiling and
milling at farm— and village level, is almost bare of a foreign exchange cost com—
ponent. The question, how to bring domestic supplies to an equilibrium with con-
sumption, is thersfore a great challenge.

Government has tried to boost rice agriculturs in thres differentfwaya; all
leading to high financial losses without any significant effect on national rice
productions:

1) by estadblishing rice mills with purchasing funds to buy and process
individual farms' and oco—operatives! crops and thereby ssrve as
guaranteed outlet in the area of establishment.

This was first end with great persistencs attempied in the
Western Region with the establishment of the Esiama Rice Mill,

"The mill operated from 1926 to 1952, at continuing losses, while
purchases soon started to decrease from year to year with a shori
revival at very high purchasing prices during the second world war.,
Finally the mill tried to secure its employment by merely hulling
consignments for farmers at a low miller's fee, covering direct
expenses. Even then it was unable to attract an appreciable wvolumse
of employment, and it was conssquently closed.*

The same development appears to be experienced with a more re-—
cently invested government mill at Xwame Danso, Brong Ahafo Region.
This mill also has reduced its commercial operation to hulling jobs
for farmers, co—operatives and State Farms. Total employment during
1966/67 milling season was:

for farmers 4 bags paddy
" rice dealers 181 0 n
"  cocoa Marketing Board 191 " "
" Staie Farms 355 " i

731 ™ = approx. 50 tons

The latest invesimant of the kind ars 15 rice mills, fully eguippsd
with parboiling facilities, which were purchased by the defunct United
Chana's Farmarsy Council in ons of those ill-conceived attempis by ths
then--tima governmant to solve Ghana's problems by a series of esatadlish-—
ments in a2 fisld where one of its kind had not basen abls to provas its
viability. Of the fifteen mills which arrived from West Germany sarly
1964, thrase are still unpscked, one is dismantled to supplement miasaing
or broken parit and sparss for the remaining eleven, which have bssn wholly
or par%tly inatalled in mors or less completed premises, Only one mill,

# gne mors catalled history of the mill im described by C.H. Coombsa:
"The KEsiama Rice Mill", Dept. of Azric,, Accra 1952,
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installed at Tamale, Northern Region, has been operating yet, from
October 1966 To May 1967. Since then it has been standing idle,
Total investment in the 15 mill projects, accumulated betwesn 1963
and 1968, can be estimated at approximately N£ 1,5 million, total
output (only Tamale) at Nf 30,000, ;

The Government milling ventures which so far have had a chance
to operate, i.e, the o0ld Nzima Mill at Esiama and the recent establish-

‘ments at Kwame Danso and Tamale, have not shown ability to compete with

the traditional rice processing trade at farm~ and village levsl in
respect to either milling—costs or economy. The great care applied by
the village processor at low opportunity cost and the high utilization
of the small universally used village mills, which, ingeniocusly operatsd
by one man and adjusted from case to case, mill rice as w.ll as maizs,
millet, guinea corn, konkonts, groundnut, copra and palm kernsl, will
for many years to come put any industr al competitor at_a competitive
disadvantage. At the same time, the lack of farmers' responss to the
establishment of outlets for their paddy at guarantesd price proves the
comparative efficiency of the traditional marksting siruciure,

by initiating and financing co—operative mechanized rice farmingss

in fact, most of the above mentioned 15 mills have been located a%
place * where such new co-operative ventures had been launched., Nons
of thess production co-operatives, establishad by official persuasion,
has survived. Only in a few cases soms acresaze of co-operative owned
rice fields, dsvsloped at high mechanization cost, could be kept under
cultivation after breaking down the co-operative land into individually
owned plots. Among the factors responsible for the failures wsre:

wrong selection of arsas and sites;

destruction of top s0il by heavy bulldozing;

over—reliance on mechanization, accompanied by chronic
breakdowns of machinery,*

unwillingness to sacrifice and lack of loyalty among members
who regarded the heavy mechanization investment by government-—
owned machinery as a gift rather than as a loan,

The ruins of the rice farming co—operatives are underlined by dedbis
of approximately Nﬁ 150,000, which may have to be writtsn off by the
crediting government agenciss, -

by establishing State Farms; these failed to a similar extent as the co-

operatives and by mainly the sams factors, Howsver, most are s8%ill
continuing operations, heavily subsidized, So far, rice sales by

these farms could only provide funds for the payment of labour and
salaries, while cost of fusl, spavre parts and dsprsciation of machinsry,
together amounting to approximatasly two--thirds of toizl production
cost, remain uncoversd,®* Perily respounsibla for this wvory poor rasault

None of thess mills could produce a highsr psrcentage than 35% of
standard quality rice from the paddy milled, compared with over 65%
generally achisvsd by villsge processors.

# By lack of servicing facilities, insufficiently educated operators, care-
lessness, or low suitability for Chanaian coanditions,

#*# Consgequently, mechanized rice agriculburs on thase farms probadbly coss
more foreign sxchange %han an equivalani quantiiy of imported ries,



Table 24 : Rice Yisld and Processing Economy on Selected State Farms,

1965/ 67
location acreage paddy yield net*® : rice yield :
: planted

total per acre standard V4 grain split total per acrs
'000 planted % % & bran % (1bs,.)
lbs. (1vs.) % :

Dawhenia 68 22 323 - 30 16 27 72 233
Afife 2800 1000 357 32 24 14 68 243
Adidome 1420 540 380 33 17 15 65 247
avsrage "

"~ (total) 4288 1562 . 364 32 21 15 68 247

* Net yield, i.e. after seed allocationj not including paddy loss
in fields which were not harvested due to weed infestation and
floods. Gross yield per acre harvested may be assumed to be
about 750 lbs.

Table 25 s Yield and Process1ng Economy in the Traditional Rice Industry
(parboiling and milling at farm— and village levsl)
rice yield :
place of sample paddy variety paddy yield standard Ya grain split total per acre

observation nst per acre % % & bran %  (ibs.
planted (estin.) ¢
(1bs.)
Ejura long graln whlte 63,2 3.1 10 76.3
Bolgatanga i 66.3 2.3 10 178.6
" oval grain, rad 65.5 2.0 10  T77.5
average 800 65.3 2.5 10 77.8 661

for compaiison H

govt. parboil, and milling ) '

plant at Tamale ) : 42 6.5 23  71.5
govt. mill at Kwame Danso 40-50%

In order to demonstrate further the importance of a carsful and experiencsd

procsssing operation for the economy of the rice industiry, the results of Table 24
and 25 are shown in their sales valuss by Table 26,

Table 26 : The Igaact of Processing Economy on ths Valus Yisld in Rice

Milled produce market valus Valus Yield
“at source per aora planted per 100 1lbs, paddy,
psz 100 1bs, State farzers'! rice  State village Tamale
N¢ Farma village Tamale Farms proces, mill

procss. mill

g B TS A Ng

Ricas
Standard 7.50 8.70 39.10 25.20 2.42 4.90 3.15
Y4 grain) St.Farms 6,00 4,50 1.20 3,10 1.256 =.15 -.39
sp11+ & ) Tamale 2.50 1.35 1,20 3.70 =37 =.15 ~.44
bran Villages 2,00
1.50

14.55 41.50 32.00 4.05 5.20 4.00



- G5 =

Performance of the State Farm M¥ills can not oclearly be judged by comparison
because of the generally low quality of paddy supplied by the farms due to weed
infestation, bird damage and floods, as well as belated or wet harvest., Also con—
tributing to the bad results are lack of spares, maintenance and know-how for the

operation of East German and Japanese equipment which was formerly handled by Russian
engineers,

The Tamals mill processes mainly farmers' paddy, which ought to be comparabls
to that traditionally processed., It should therefore be possible to raise milling
. economy at Tamale to an output of at least 60% standard and Y4 grain, i.e. by 25%,
- with well trained staff and good management. However, it might not be possible to
reach the efficiency of traditional processors (67% standard and ¥4 grain). To com-
pete with traditional processors in the rice market, the mill will either have to
purchase paddy at a lower price or to operate at lower cost than the traditional
processor,

It is possible for the mill to purchase paddy at an approxim#Ztely 10% lower
average season price than the village processor, if government funds for transaction
of total purchases during and shortly after harvest ars provided. Supplies of thoss
farmers, who are willing to sell quick a% the seascnally reduced price, could be
attracted. However, si:ict control is required to avoid purchasing stocks under—
weight, with high moisture, and/or with high portions of "foreign matter™ (green and
blind seeds, weed, stones etc.), otherwise the price advantage, which will anyhow be
reduced by storage cost, might be completely offset,

While the employment of purchasing funds may dbring about a competitive advantags
of up to Nﬁ 0.50 per bag of paddy, this advantage appears to be small compared with
the competitive disadvantage faced by the mill with respect to processing cost, A
bresakdown of experienced and estimated future cost of milling operation at Tamale is
given in Table 27. The experienced cost calculation is based on the seven months
improvised milling operation in 1965/66. The mill was not fully staffed. The teanm
of labourers employed for thse season was deployed when the milling of the availabdle
paddy stocks had been completed. The technical supervision, adminisirative and
marketing services were renderzd by the local branch of the defunct U.G.F.C.

A calculated cost figure is entered for these services under "administration"., The
long—term cost structure is calculated on the assumption of an average utiligation

of two-thirds of the mill's capacity, i.e. 10,000 bags paddy. The cost siructure is
divided into "expenss" costs, which are reflscted in actuszl expsnse during the season
of operation, and "calculated" costs, which are either bormsby Government (e.g. intersst
on capital outlay for investment and working capital) or materialize in actual expenss
only after a period of two and mors years (depreciation).

Table 27 : Cost of Rice Milling Operation 2% “hs Governmeni's Parboiling
and Milling Plant, Tamals

experienced during estimated for
N 1st milling seazson psr fully estagblished per
1966/67, through- bag operation, 10,000 baz
put 4,600 bags paddy bags paddy -
.f. N . N£
labour & techn, staff 8,000 10,000
fuel . 3;000
admin. & markedin 1.500 3,000 i
rapairs and mainien, neglig, 1,200
other expenses
(incl. transp.) " 1,000
"expensa" cost 94500 2,07 18,200 1,82
depreciation T
(6% on N£120,000) 75200 7,200
intarsst
(7172% on ¥£150,000) 54600 5,500
"ecalculatad” cost 12,800 2.78 12,800 1,28

tot&l cost 22’300 4-85 31,000 3010

B8 2 . - - LR B ez
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In comparison, the averagse village processor s trade margin of about Nﬁ 1.50
per bag paddy is built up as follows:

Table 28 s Cost Calculation in the Traditional Rice Processing Trade

fire wood ; 5g 0.15
carrier charges ' ' " 0.15
miller's charge " 0.70

labour at opportunity cost (i.e. average trade
profit of woman processor and helping family member) " 0.50

per bag of 180 lbs. paddy Ng 1.50

A description of the traditional parboiling process is given in Appendix 5.

A comparison of processing costs betwsen the government mill and” the traditional
industry reveals a striking cost advantage for the traditional indusiry, based mainly
on the absence of capital costs, It is obvioua that by ommission of interest— and
depreciation-charges the mill's cost calculation could be approximated towards that
of the traditional industry. This tactic, of writing off the invesiment at govern-
ment expense and granting working capital free of interest charge, is practised often
with government entsrprise, but is almost always an entirely wrong solution to the
problem., It means subsidized competition with private enterprise by a government
investment which has admittedly been mislocnted., It leads to a relative decrease of
private activity in the respective field of trade and/or industry, makes a viable
traditional industry appear odd and out-dated, creates the desire for government
employment and contempt for self—employment (in the traditional sphers) in young
people and - in the end, after machinery and equipment bhave been run down and no funds
for re—~investment have been earned -~ leaves a vacuum, This nseds to be sa2id in this
categorical form, because thirteen mills such as the onse installed at Tamals ars prs—
sently awaiting government decision on location (3), completion of 1nstallat10n (5)
and commencement of operation (5).

The recommendable decision is: to run the Tamale mill with the best managerial
and technical staff available (a rice parboiling and milling expert under OPWK/Uﬂ
assignment would be rightly employed here), under the condition that within 2 - 3 years
a milling and trading economy near to that of ths itraditional processing trade is
achieved., This would reguire: '

a) experienced purchasing and storage policy: fixing of realistic purchase
prices and adequate transport charges to avoid that only produce from less
accessible arsas is being offered; gradual but determined initroduction of
quality gradss (control of moisture, blind grain and "foreign matter")
and education of farmers to undsrstend their nesd; drying of high moisture
consignments befors storazaj contrel of stocks and fumigation when necessary;

b) experted technical supervision : parboiling, drying of the wet paddy and
milling the parboiled grain, &ll three are arts to be handled with grsat
cars in ordaxr to achievs the best possible exitraction rats and a clsan rics,
free of undeairabls odours

¢) imaginative Bszlesg policy s utilizing the nuirition argument in favor of
parboiled rice, e.g. finding a vernacular sexpression for its virituss and
print on ths bags; expressing in a similar way that ths rice (unliks loecal
rice in general) is guarantesd free of "Fforsizn naitizx™ espscially of
stones which ars much diasliked;
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d) high productivity of technical and clerical staff: careful screening
of job applicanisj avoidance of empty functionsj intensive training
on—-the-job; control and rewarding of efficiency;

e) co-ordination by able and authoritative management: the proposed UN/OPEX
expert should, if possidbleybe from ons of the traditional parboiled-rice
producing countriesj in co—operation with his CGhanaian counterpart, he
should be authorized with the highest possible degree of self-responsi-
bilitys funds should be supplied as requested and without dslay.

"Calculated" costs per bag can be lowersed as soo:r. as with increasing paddy
supplies the invesiment of a second parboiling plant (i.e. scsking vats, steaming
drums and drying yard) becomes feasible, since the milling section could doubdle iis
output by milling over day the supplies from drying floor I and cver night those
from drying floor II. A cost price difference of at least Nﬁ 1 per 100 1lbs. rice
(due partly to still lower extraction rate, partly to still higher processing cost)
in favour of the traditional processing trade would most likely still exist evsn
under very able management. However, it may be possible to establish a prafarsace
market which is prepared to pay this price difference, if the quality of ths milli's

Tice is superior (e.g. free of "foreign matter", especially of stones). Up to now

products from the Tamale mill as well as from State Farm mills proved rather in-
ferior in competition with thoss of the traditional trade,

Regarding the economic disadvantages in competition with the traditional pro-
cessing trade and the ambitious efforts to balance these by extraordinaxry performancs,
it should not be ventured to take any of the remaining 13 mills into operation, until
the Tamale mill has proved ability to operate without lousa®,

This caution need not to be applied, when a mill is needed to sexrve largs—~scale
rice plantations, Such plantations are bound to experience some marketing difficul-

ties with their paddy crop, since the traditional processing tradse in the particular
area is normelly unable to expand iis capacities in proportion to the sudden impact

of the plantation crop. Without a mill and storage facilities the large-scalse

planter might have to dispose of his crop at prices much below wholesale market prices.,
In spite of the higher operational cost, compared with the traditional processing trade,
the benefit in marketing through the independence obtained by running his mill, may
make the investment feasible., A precondition, of course; is ths economic viability

of the plantation investment and resliable indication that a orop of approximately

1000 tons paddy can be achieved, by one plantation alone or in co—operation with

other plantations in the area., Unfortunately, besides State Farms which are already
over—equipped with milling capacities, there is at present no plantation venturs of
noteworthy paddy yields in thes country. Even the ries growing State Farms in the
coastal plains betwsen Tema and Aflao do not produce a combined yield of the required
volume, their combined average ennual harvest duxring the lest years being around

700 tons only, compared with thseir combined milling capacity of mors than 10,000 tans.

While neither collective, mschanized cultivation nor the provision of indusirial
processing facilities with guaranissd purchssing prices for farmers' paddy can yst
claim any positive result, the quesiion of how Lo increase domsstic rice production
has probably bssn aporoached with success, though indirectly, by import policy.

# This recommendation sounds lsss resiriciing, when considsring that,according %o
a recent report by the Minisiry of Agriculiure only 3 mills ocut of ths 14,
namely Tamals, Attebubu and Adidoms can count on notsworthy supplies of paddy,
ths rest giill depsndent on planned developmentis in rice cultivation.
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Unfortunately, no reliable data on the volume of rice production in Ghana seems

.to exist, Neither do the amounts recorded by consumption surveys appear realistic,

However, observations in local markets all over Ghana show the ubigquitous availability
of local rice in various kinds and create ths impression that in all but places near
the main harbours local rice, as compared to imported, is the primary source of con-
sumer supply. Since this has apparently not always been so, it can be assumed to be
partly the result of sharp price rises for imported rice by drastic taxation of imports
during the period 1962 - 65. A relaxation in the taxation of rice ( and other food
imports) in 1966/67 was partly countered by remarkabdle increased c.i.f. prices. The
challenge of an overall 60% increase in wholesale prices for imported rice, which was
immediately reflected in rising prices for local rice, 9b¥iously stimulated rice pro-
duction in all growing regions of Ghana,

Tadbl> 29 : Annual Quantity and Value of Rice Imports 1960 =~67

rice im— in % averages rice im- in lbs. wholesale price average
ports in of food c¢.i.f. ports in per head (Accra, 100 1bs,)
'000£stg. imports price '000 tons of popul, import.rice 1loczl rics
per ion 1bs,
£stg. N b f
1960/62 2,600 11% 52 50 14 6.50 7.00
1963/65 1,800 10% 56 32 8 11.5oélo.oo§* 11.50
1966/67 3,150 16% 70 45 10 10.50(10,30)* 11.00

* prices in brackets are governmsnt control prices which during
the period of restricted imports were practically never observed.

The similarity of prices for local and imported rice in Acora doss not reflect
the average price relation in the country. Due to transportation cost, Accra,ne r the
principal harbor, enjoys ‘he lowest prices of imported rice, while prices in Accra
markets for local rice, most of which is grown in the northern regions of Ghana, are
relat1vsly highest,

That the price increase had the assumed beneficial effect on production and not
only on trade margins, can be sesn from the following bresk-down of trade calculation,

Table 30 ¢ Break-down of Trads Calculation on Sale of Local Rice in
Acora, 19656/67.

aver, wholesale price, Accra 100 lbs Nﬁ 11,00 = per 240 1bs, bag Nﬁ 26.40

" supply distance 480 miles a XNp. 5/ton/mile = n 2,40
2 bags of each 180 1lbs. paddy yield 1 bag 240 lbs, rice " 24,00
= per bag paddy " 12.00

aver. processor's margin (parboiling and milling) 1.50
10.50

aver., price received by farmers . " 9.00
cumulative trade marzin (minim, 3 traders involved) 7 1.50

in % of wholesals prics, Accra 11.5%
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local rice production was estimated by 1963 at 33,000 tons paddy i.s. 20-22,000

~tons milled rice.* This estimate appears to reflect the production volume during

the early years of the 1960 decads, a similar amount (32,000 tons) being shown in

an earlier estimate around 1960.*%* It can only be assumed on basis of a general

trend of rising consumer demand for rice in the fagt—growing urban population centers,#u»
that with the incentive of rising prices the decreass of rice imports by 18,000 tons
during 1963/65 has partly besn compensated by rising local production. Price elasti-
city of consumer demand has been less effective, since a rapid increass in insti-
tutional consumption (colleges, hospitals, canteens, workers' brigade, marine orews,

army and police) took place throughout the decade.**#* The aasumption of substantial
increases in domestic rice supplies appears to be confirmed by frequent complaints
from rice—-growing areas abou’ slowly moving stocks, after in 1966/67 rice imports in-
creased under the impact of food aid agreements.®*®**%** More drastjcally shown is the
market saturation by the difficulties experienced by G.N.T.C, in Belling largse quanti-
ties of short grain rice, imported under aid agreement. Stocks, endangered by in-
festation, are still hanging over from July imports, in spite of a 20% price reduction.
Under the impact of low consumer appreciation, the slow sales of these consignments
have partly blocked further imports and reduced monthly sales of imported rice by
about 50%. Since an almoat equivaleni shift to consumption of local rice must be
assumed, but no rise in prices for local rice has been observed, it can be concluded
that domestic production is large enough to compensate for such wide demand

fluctuations, *#*#*#%%* Tn Table 31 quantitative estimates of the above outlined develop—
ment are wveni ad.

* "Crop Areas, Yield and Production,™ published by Division of Econ. Statist.,
Ministry of Agric, 1963/64; the estimate was included in FAO Produciion Accounta,

## "Pood Balances for 30 Countries in Africa and West Asia 1959-61", publ,
by U. S, Depto of Ag‘ric. .
##% Rice is with kenksy leading in the important "prepared food" sales which
occupy 10-20% of food consumption in large towns. A recent inguiry into
consumer preferences proved a high preference for rice among young people.
Institutional consumption, which is heavily based on rice for reason of
convenience, increased more than proportionate to population growth,

#%%% During 1967, rice supplies to the army alons, by the main importer
G.N.T.C., amcunted to approximately 3,200 toms i.e. 7% of imports.

#uxx® "PL A80" imports (included in the figures of Table 29) added about 10,000
tons to trade imports in each of the ysars 1966/67.

#%x#a% T4 must be admitied, that ths lacdc of information on stock in trade and
on farms rsnders the whole analysis hypcthetical to a good extent, If
increased suppliss ara pertly the result of rising stocks; then the
assumptions of rising consumption as well as production mey become gquestion-—
able, However, there are indications that confirm the experi's analysisj;
8.8, a survey of 30 rice-growing farmers in 5 wvillages around Tamals and
Yendi, carried out under ths expert's supervision in September 1967,
i.s. 1 - 2 months befors beginning of the new harvest, recorded dapleted
stocks at all bul ons large farmer who hed 50 bags left of 4003 most
farmers planned to expand rice cultivation in 15635 most reported incrzasing
acreage undar rice during 1964 - 67. The incrsazad demand has more
likely bveen compensated by & rich harvest Oct,-Dsc, 1987 than by a hani-
over of stocks,
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Table 31 s Estimates of Annual Rice Consumptlon and Domestic Production

1960/62
1963/65

1966/67

If the estimates, contained in Table 31, are realistic, the conclusion would be
°that a price rise in imported rice calls for an incrsase in consumption and production
of local ricej the conclusion can be extended on basis of the above mentioned G.N.T.C.
experience, i.e, that a similar effect is achieved by importation of low quality rice,

@

clusion derived from Table 31l.

235’- 6].»

rice consumption per
head of population

total R local

~ (estim.) Aapors (estim.)
" Tbeg - o Thgy 5435 Thae

. 20(18)*  14(12) 6 =

B v Y O B '

domestic rice
production, estim,

milled rice paddy
standard
& V4 srain;
in '000 tons
22 = 33
28 = 42
: 34 - 51**

#* figures in brackets indicate estimated consumption in heuseholds

and private catering, i.e. total consumption minus estimated
share of institutional consumntlon (ref. discussion in previous

paragraph).

*% including approximately 1,200 tons from State Farms which accor—

dingly contribute 2.5 % of estimated total paddy production.

A new agricultural census, consumption surveys and the furiher development of
rice importation will have to prove the valus of the estimates contained in and con-
If both are right, the period 1968/70 should bring a
further decrease in consumption of imported in favour of local rice, i.e., rice imports

¥ ghould either remain at the present level of 45,000 tons or fall,

o The devaluatlon of the New Cedi, though accompanled by further relazation of
import leviss, has strengthened the competitive p051t10n of domestic rice.

Table 32 demonstrates the comnetltlve advantage of local rice in Ghanaian markets

by end 1967 (5 months after Devaluation).

Table 32 : Competitive Situation in the Domestic Rice Market by End 1967

Accra
Kumasgi
Tamale

(after Devaluation)

wholesale price in Nf

local rice imported
bag = per (Tong grain)
240 1lbs. 100 1bs, 100 1bs.
24 10,00 11,30
22 9.20 11,80

19 7.90 - 12.50

competitive advantags

of local rice

§£ 100 1bs. 9,
1,30 11%
2.60 22%
4.60 37%
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The substantially lower price for local rice compared with the 1966/67 average
éref. Table 29) is only partly explained as a seasonal low during harvest time
Hov./Dec.), but is also a result of rising domestic supplies meeting increased
rice imporis.

The present price relation will undoubtedly shift more consumption from imported
to local rice. While in coastal areas the majority of consumers, used to spending
1 Np. mors per pound on imported rice, may still keep to imported rice consumption,
this can hardly be expected from most consumers furither inland. However, increassd
rice consumption being a typical featurs of urbanization and the densest urban
development in Ghana taking place in the coastal zone, the question how to win theses
urban coastal consumers for local rice as such has fo be answered in order to reduce

imports to a minimum,

A consumer opinion survey, carried out by the Food Researcic& Dévelofment TUnit

in Accra in January 1968, revealed that in spite of a lower price and generally

conceded higher nutritious valus local rice is less liksd becauss of its impurities
(mostly in form of stones which can damage teeth in chewing). The survey givss an
indication that sales of local rice in Accra markets could substantially rise, if the
rice could be supplied fres of stones. It would therefore be of great bensfii for
Ghana's rice indusiry asz well as the national trade balance, if simple methods of
avoiding infiltration of paddy and rice with stones and/or sorting out stones from
rice could be discovered and implemented at farm—, processing-— and/or market levsl,.*®*
Furthermore, and especially as long as local rice sold still contains stones,
efficient devices of sorting these out at kitchen level would immediately serve tfo
widen consumption of local rice especially in institutions which are obviously the
most conservative buyers of imported rice,.** Considerations of purchasing economy
and the nutrition argument in favour of parboiled rice would be additional factors
to bring about a shift of institutional consumption from imported to local rice,

Once the causes of the impurities and the means to eliminate these have been
discovered, the main support in the implementation of a higher guality standard of
local rice has to be sought from trads. Market traders must become stricter with
regard to quality of supplies. Once a source of parboiled riecs "free of stores
and dirt" is established, this competitive advantage must be exploited by effective
advertisement. The Nutrition Division of the Ministry of Health may be interested to -
assist in such cazmpaign, especially by supplying market traders who reliably restrict
their trads to '"clean parboilsed rice, free of stones" with revocable certificates and
placards. Ths expert has contacted G.N.T.C., as main importer and supplier of mosi
institutional coasumers. Though this important trading company dsalt® up $ill now
exclusively with imported rice, a ready interest to investigate possibilities of
establishing purchasing activities through it's sales depot at Tamale was mst, in
view of the attractive price difference and shrinking turnover in imported rice,
particularly observed at this dspot. If processing trads in the FNorthern Region
could be adviced and educatsd to produce reliably clean supplies,*** G.N,T,.C. may be
able to direct largs quantities of thess supplies to institutional buyers.

*# This could bs a most rewarding assignment for the Food Ressarch Instituiels
Agric, Ergzineering and Processing Seciion,

#*% Tray-winnowing, & usual practise to clean grain etc. befors utilizing it for
consuxmption, proves not capable of eliminatirg the small transparsnt stones
which ressmble rice splii arnd are the main infestation.

*%¥#+ Ths C.M.B., as succassor of tha U,Q.F.C.,constituting the link to agriouliural

markeiing co—~operatives, has readily agreed to support such opersiion,
eveniually by supplying credit for the expansion of willage-hulling facilities.
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The Food Research & Development Unit should co—ordinate a Rice Trade Development
- Program with main contributions by Food Research Institute (processing economics and
engineering, consumption and marketing surveys, taste panels), Nutrition Division
(propaganda, strongly linked with market trade and institutional consumers), G.N.T.C.
as the greatest potentiality of direct substitution of trade in imported rice by trads
in domestic rice, C.M.B. and Extension Services of the Minisiry of Agriculturs as
educators and promotors of rural processing trade, While this program aims at improve-
ment of rice processing at farm and village level, the area which provides 95% of local
rice supplies, it may be recalled that production of clean rice is one of the main
challenges for the government rice mills and means for them to achieve higher prices.

Oncs a reliable supply of clean local rice is guaranteed,; Covernment may consider
to restrict importation to short grain rice only, in order to assist consumers to
overcome the conventional preference for imported rice.

Though a great part of the calculations, suggestions and conclufions regarding
the replacement of imports by domestic rice in the past and present years is still
lacking substantiation, the expert is convinced that the policy of high-priced imports
has been an effective inducement to higher output in the domesitic rice industry., To
yield a much greater effect during the coming years, this policy has to be accompanied
by an improvement of the quality of local rice, which can be achieved by greater
cleanliness and elimination of stones in rural processing operations (inclusive
threshing and drying after harvest). ’ :
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Summary and Recommendations

Favoured by high prices of imported rice, the share of locally grown rice

in consumption is rising.

In spite of a reduced total rice consumption,

consumption of local rice has increased in absolute terms.

The price increase in the rice market has stimulated domestic production.
With further increased prices for imported rice, as an effect of thse

devaluation, there is indication that more than two-thirds of consumer
demand could bs turned to local rice, if the main quality argument raissd

by consumers, the infestation of local rice with small stones, could be

eliminated,

Practically all commercial rice processing is done by small viilage mills,
after the paddy has been parboiled in the trader's compound.
proves s8till more efficient in b

This combination
oth milling results and cost of operaiion

than any industrial-scale milling operation so far undertaken by Government.

In view of eleven new Government parboil— and milling plants installed

and economic efficiency of these plants needs to be thoroughly testied,

211
over Ghana without due regard to potential paddy supplies, the technical

Direct and indirect Government investments in largs-—-scale rice agzriculture

by State Farms and Government—sponsored produciion co—operatives have failed,
Besides very low yields per acre, the milling results achieved by State Farms
are extremsely poor.

The traditional marketing and processing system is working efficiently at

moderate trade margins.

¥ grain imports wers

A minor disturbancs occurred when by end of 1967
large amounts of slowly moving stocks of P480 sr.c
thrown on the market at 20-30% reduced prices,

Great consumers of imported rice are institutions such as army, colleges,
Procurement of reliabls supplies of local
parboiled rice, free of stones, to these buyers along with some influence
Government could take on their purchasing policy could cpen large demand

hospitals, canteens etc.

resources for local rice.

It is therefore recommended to 3

Study and improve the wvillage parboiling and-milling process with the
aim of eliminating the infestation of paddy and rice with stones
(and other foreign matter). :

As soon ag a source of stone—fres parboiled rice is established, atitract
institutions to buy this rice instead of the more expensive and less
mutriticus imported rice.

Urge rice traders in main consur

mphion cenisrs to educats their suppliers

in this main quality requirement foxr local rics and suppori thoss who
co—operata by placards and certificaies stating that "clsan parboiled
rice, fr=s of stoneas" is s0ld at their markst stand,
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4, Support actions 2 and 3 by a country-wide nutrition campaign
on the value of parboiled rice.

Actions 1 = 4 have been made objectives of a Rice Trade Development Unit,
formed on initiative of the FRﬂU/FRI with participation of Nutrition Division,
- Agric. Extension Services, C.M.B, (Produce Purchasing Dept.), F.M.B. and G.N.T.C,

5. Procure the services of a rice parboiling and milling specialist, eventually
. sponsored by UNIDO (U.N. Industr., Devel. Org.) for the management of the
Tamale mill., Supply the mill with top technical and commercial personnel
and adsquate finance for operation and eventually recommended technical
changes and extensions, and let it opsrate as autionomously as possible.

6. Only after the Tamale mill has achieved an efficiency-level equal or nearly -
- equal to the traditional processing trads, consider taking mors of-~the &
Government parboiling and milling planis into operation, provided sufficient
paddy suppliss are available in the relevant arsa.
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(29)

K =" kernel oil

C = copra n
G = groundnut *
S = sssame n
/7
5.
Tamale :
G 800 ol -
(90) =
— Attebubu
G 800
(@30,0130)
e - Source:Esiama
o XKumasi

P 200 (=)
Assessewa
K 600 (240)
So

P3000 total milling total  rate of
(1750) capacity output wutilization
1966/67 a»a. aver. 200 5 5%
K &0 240 40%
C 4700 2100# 45%
G 2900 22% 9%
11430 4 38%

1967 rsaring compl. C 5000

1967 undsr construction P 7500

" " " S15006
# incl, 20 tons producsd at Assessewa.
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5. OIL INDUSTRY

A1l three major tropical oil sseds = the palmnu%, the coconut and the ound—~
nut - are cultivated in Ghana, In addition to thess, the sheanut, collected éiom
wild-growing trees in the northern savannah zone, is an important source of fat supply.

Besides their use as raw material for oil extraction, the edible paris of the
above mentioned seeds ars consumed in raw, roasted and cooked forms and serve as
ingredient of wvarious dishes, e.g. "groundnut -" and "palm" soup.

Local taste favours crude oil. Government mills had to abandon their refineriss
as well as costly bottling machines for refined oil. The traditionally produced
crude o0il is of comparatively low FFA content and because of its freshness and parti-
cular taste generalliy preferrsd to the "factory-made" ons.

Due to the nature of agricultural production in Chana and to the fact that,
with the exception of goundnut, substantial shares of oil seed supplies are from
wild-growing palms and trees, realistic production ssiimates are most difficult to
obtain. Consumption surveys yielded very heterogenous results., Varyinz shares of
self~consumption of crops by the farming population and much differing regional
consumption patterns make any estimate more complicated. The production estimates
in Table 33 bslow have been derived from a comparison of previous comsumption and
production estimates.

0il traders in Accra markets reported the following division of trads, July
1967: palm oil 50%, coconut oil 25%, palm kernel oil and groundnut oil each 12,5%.
The division indicates the dominance of palm o0il, followsd by coconut oil, and the

“almost complete abssnce of sheanut butter in southern markets. In the northern

regions, the pattern is reversed, with shsanut butter leading followed by ground-
nut oil, negligible sales of palm— and palm kernsl oil and almost complete absence
of coconmut oil. Due to transportation and other costs occurring in interregional
trade, market prices are similarly reversaly; i.e. while groundnut o0il is the most
expensive 0il in southern markets, in the north it is palm oil. Average retail
prices per bottle (680 g.) in Accra markets, 1967, were about 35 Np. for palm kernsl
oil, 37.5 for palm oil, 42.5 Np. for coconut oil and 47.5 Np. for grourdnut oil,
while at Tamale the price for a bottle groundnut oil was 35 Np. and that for palm
oil 40 Np. .

- "Factory-made™ oil is generally sold at prices equal to those prevailing for
traditional oil, Since many consumers have a preference for traditionally extracted
0il, the price lead is more with the traditional trade to which ths mills have to
adapt their prices. The mills should be able to save on transport (in drums), if
they would better utilize-their transport equipmsnt, especially with resgard to
two—way freight. Except in groundnut oil, where the mills did not succeed to reducs
moisture to an entirely satisfactory extent, the "factory-made" oils ars of com—
paratively good quality and low F.F.A., content. However, over—long storage of oil
sesds and/or 0il in drums dus to inadequate marketing policy frequently degrades
quality and endzngers the mills! reputation in the markeis. An atiraction for the
market trade to dezl with factory oil is the opportuniiy to dbuy it on credit.
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With exception of the groundnut oil price, which suffers only a short seasonal
low after harvesit in August-September, prices of all other oils show a similar pattern

. of decline during the first and rise during the sscond half of the year, with an

oscillation of 10 — 15% around the yearly average. This typical price variation is
due to much increassed oil palm yislds during February — May and increased consumsr
demand during August - December, when most agricultural products which are liked in
fried form (e.g. yam, plantain, beans) and herring are in season.

Local ‘d nand and production are genserally kept in balance by the mentioned price
mechanism, wiith a tendency to short supply of groundnut oil and (at least seasonal)
of coconut o0il., Supplises of palm— and palm kernmel o0il from natural palmeries has
been affected by the formation of the Volta Lake which submerged large parts of palm
forest, especially in the Eastern Region. However, this has been little felt in the
markets and the growing industrial output by the large State Farm plantations in the

 Western Region is compensating for the damags. O0il importation is restricted.

Occasionally disturbed by U.S. oil from aid consignments or exceptional imports of
Nigerian groundnut oil, wholesale prices in coastal markets have not yet completely
descend:d from the high level of the years of inflationary price culmination for
agricultural products in Ghana, 1965/66, to the advantage of the farmer, rural pro-
cessor and trader. Except in the Western Region, where dense coconut and oil palm
population prevails, wholesale prices for vegetable oils in south Ghanaizn markets
are 50 - 100% above f.0.b. export prices.

Exports of oil seeds from Ghana are small and irregular, totalling 6000 tons
sheanuts, 1800 tons copra and 300 tons palm kernel in 1967. Groundnuts are not
available at exportable prices. A few exceptional shipments of palm oil, below cost
price, were made by the State Farms'mill at Sese. O0il caks expori, mainly copra
cake, is also small,y since industrial oil milling occupies only a small fraction of
the predominantly rural industry and the little cake produced by these mills is
partly in local demand as animal feed,

Domestic industrisl demand for Ghanaian oils has besen crsated by the establishment
of a soep factory (Unilever/Ghana Government) at Tema. Because of the high price level
in the domestic oil markets, the factory still imports most of its oil supplies., Thse
prospective increase in palm— and palm kernel o0il production by ‘the State Farm mills
is supposed to substitute these imports.

All industrial oil milling is by CGovernment mills, inclusive of one small Jo1nt
government/foralgn enterprise. The potential share of these mills in the country's
oil productlon, according to their production capacities and their actusl shars
obtained in 1966/67 is shown in Table 33.

Table 33 3 The Share of Industrial 0il Milling in GhanaianEVegetable
Oil Production

; estim. total produced by in per— ann.capa- in per- ann,cap, in per-
roduction 0il mills cent of city of cent of of o0il cent of.
566/67 1968/87 $0tal o0il mills  total mills total
annuzl aver, ann. aver. rod. 1966/67 prod. 1968/69  prod.56/67

1000 t 1000 t 4 '000 % % 1000 1% %

palm 0il 15 1.75 10.2 3.2 21 7.7 51

" kernsl " 7 0.24 3.5 0.6 8.5 1.6 23

coconut M 5 2.10 42.0 4.7 96 9.7 194

groundnut " 8 0.25 3.1 2.9 36 2.1 26

ghea butter 5 _E - il = = =
40 z. 10.8 11,7 28, 21.1 52,7
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The Table indicates:

l. A large increase is taking place in industrial millingcapacity for pro—

duction of palm oil and palm kernel oil. Utilization of these capacities
would mean quadrupling of present industrial output. Large State Farm
plantations in the Western Region are increasing palmnut supplies from
year to year, multiplying the increase by the introduction of high oil
yielding varieties. As mentioned already, part of the incrsasing in-
dustrial production in the Western Region compensates for palm losses
in the Volta Lake basinj another part will have to be directed into
industrial consumption and export. Almost the total industrial pro-
duction of palm oil will be concentrated at Pretssa State Farm, where a
new mill will take over production from the neighbouring worn—cut one
at Sese State Farm in the course of 1968, The capacity of the mill can
be increased in two stages to about three times the initially installed
one. Whether a proportionate increass of State Farm plantations or the
propagation of farmers' supplies (supported by nursery and extension
services rendered by the State Farms) should be chosen as the means to
meet the great raw material requirements of the mill in the long run,
remains to be decided after ths cost of palmnut production on the young
State Farm plantations has been thoroughly analyzed. .

An equally large increase of copra milling capacity has been materialized,
leading to an obvious disequilibrium of demand and supplies of raw material,
.While approximately 40% of estimated total coconut oil production in Chana

is already industrialized and little systematic efforit to increase yields
from coconut palmeries has been made in the past years, it seems unlikely
that much more than one-third of the expanded milling capacity will be

utilized over the next 5 = 10 years., 80 - 100% of industrial copra milling

(depending on the economic viability of the smaller plant at Denu on the
far eastern coast line which has been sitruck by "St. Pauls' disecase'*)
will be done by the Esiama mill in the Western Region. The mill is well
located for the exploitation of the country's largest coconut resource,
the Nzima copra zone which stretches from river Ankobra to Half Assini,
the farthest point west on the CGhanaian coast. This area is supposed to
produce half of the country's coconut crop and its share in coconut oil
production, if the quantity of its copra presently being exported could
be retained, would probably be as high as 75%. A survey carried out in
1957 arrived at the estimate of an annual crop of 7,000 tons copra in the
area. Present calculations of copra supplies for milling and export,
supplemented by an estimated volume of itraditional oil processing, make
this estimate of 1957 appear to be valid still for the present production.
Even if exports should cease completely and mos% of the traditionally
processed nuts could be diveried to feed the mill, oil ocutput of the mill
could hardly rise above 4,000 tons.

The question of systematic incrsase of yields and acreage is
particularly important, since the largsr part of the palmeriss was
planted 25 -~ 40 years ago and consequently produces declining yields.

* Namad after Cape o:. Paul (near the Togolese bordsr)j; cause not yet identified;
effects gradual loss of leaves, branches and trse top.
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> 3. Utilization of groundnut mills is very poor and a retreat of industrial

activity in the field of groundnut utilization is apparent, indicated by
the reduced industrial milling capacity for the period 1968/63. The

= reduction took place by closing of the Bawku mill, vitel parts of which

were needsed as spares in repairing the two remeining government mills at
Tamale and Atebubu which found it difficult to import these spare parts

for the East German supplied equipment.

o0

The low output of the mills is due to the inability to attract
sufficient supplies from the surrounding areas, though crops in these
areas could well keep these mills running at full capacity. However,

; the mills discouraged farmers and supplying traders by delays of several

= ) months in the payment for supplies, due to heavy financial losses in
competition with traditional processing trade. It was realized that the
mill can only compete in the domestic oil market, when supported by
groundnut supplies at prices well below market level., However, at such
price, uniformly fixed by the Cocoa Marketing Board (C.M.B.) as sole
buyer of the traditional tropical export crops and agent for the mills,
supplies of good quality groundnut are hardly finding their way to
the mills.

4. The overall share of industrial processing (only 10.8%) in the country's
0il production is low. That this Low share is not due to shortage of
industrial capacities, is seen from the low overall utilization rate of
below 40% of these capacities. Obviously, the traditional processing

- trade is deeply rooted and a hard competitor to factory operation.
According to Table 33 traditional processing trade provides at present
about

97% of all groundnut oil,
X 96% " " palm kernel oil

90% "™ " palm oil ;
and 58% " " coconut oil,
£ consumed in Ghana. ‘

In order to assess the further prospects of industrial oil processing in Ghana,
an analysis of the competitive relation between industrial and traditional proces—
sing operations is necessary. Ths most relevant critseria ars 3

1. the extent to which the o0il is extracted from the oilseed;
2. thersales valus of the residual czke;
3. the cost of the processing (and trading) operation.

Criteria 1 and 2 are objects of Table 34, while criteria 3 is the object of
Table 35. The issues contained in the {wo Tables will be discussed joirtly,
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Table 34 : Extraction Rates and By-Product Utilization in Ghana's

Traditional Versus Factory—scale Oil Crushing Trade

raw substance average rate of oil % retained utilization sales value
and class oil content o0il ex— in cake of cake of cake in %
of operation in raw traction ' _ of oil seed
substance purchass cost
Copra
traditional#* 61% 38-45% 40-48% EEast:Pig feed 1%
factories 671% 55-60% ' 8-12% West:waste -
: : export - 10%
Palm nut-bunch
traditional 8-16% 10% .  fuel -
factory 8-22% 13-15%# 15-20%»* fuel -
Palm kernel
T traditional 50-52% 40-42% 10-15% waste -
factory 48-50% 35-38% 9-18% : export . 20%
Groundnut
" traditional 48-52% 38-40% 15-25% food 35%
factories 40-52% 32-40% 8-16% animal feed 25%

* traditional processing works on fresh nuts; for comparison,
fresh nut inputs have been converted into copra eguivalent.

## in "press fibez", which residus constitutes only 7-10% of
bunch weight,

Table 35 s Operational Costs in Ghane's Traditional Versus Factopzf
Scale 0il Crushing Trade

(1) (11) (111) - (V)

Product and industr. costs other  (thereof in- cost as under II,
class of capacity than oil seesd direct costs, calculated at 80%
opseration utilized  purchases in i.e. other utilization of
% of total than labour, industrial capaci-~
production and  fuel and ties (at subsis-
trading costs packing) tance remuneration
. for traditional
processor
Coconut oil :
“traditional: " 30% .e 224,
factories 20% 50% (35%) . 25%
Palm oil and kernsls )
traditional s .o 45% .o 324
factory 60% 30% (109 30%
Palm kernsl oil
traditionals . 22% . 17%
factory 40% 40% (20%) 30%

Groundnut oil
traditional: oie 20% .o 14%
factories 25% 30% (15%) 20%




v®

- 81 - :

Tables 34 and 35 indicate that the competitive relation between traditional and
industrial (factory-scale) oil processing is differently composed in each case according

~ to the type of 0il seed crushed. The most heterogzneous relation prevails with ragard

to the utilization of the by-product, oil cake (Table 34). Widely differing is also
ths result of the two classes of operation in terms of o0il extraction, only partly
influenced by the quality of oil seed available to the processor (Table 34). Hers a
remark is necessary: A higher percentage of oil retained in the cake, in relation to
the competing class of operation, does not necessarily indicate a comparatively lowsr
0il extraction from the seed; oil losses of up to 10% (direct by spillage, leskage,
frequent stoppage of industrial operation etc., or indirect by losses of oil sesd in
storage) may cause low 0il yields inspite of relatively oil-free cake. The high desgree
of care exercised in traditional processing trade combined with the quick turnovsr of
stocks in this class of operation appear to minimize those unatcounted losses, which
are characteristic for most of the government oil mills,

Costs of operation appear to be generally lower in the traditional oil proca2ssing
trade, with the exception of palm o0il production (Table 35). Mainly responsible for
this competitive advantage are: full utilization of traditional capacities, which ars
often working on part time basis in varying job combinations; high degree of job
routine and skill; and high personal effort and responsibility in task performance.
In all traditional operations except palm kernel processing, in which the villagse
mill's charge is comparatively high, the processing trader's (and helpers's)
remuneration accounts for the major part of operational costs. This remuneration,
apparent as a residual amount after deducting all other operational costs and the oil
seed purchasing cost from the sales returns, would indicate the following averags
remuneration per labour day (of an unspecified number of hours) in the traditional

oil processing trade:

N£ 1,10 for a man
" -,8 " " woman
and " -,35 " an old woman or young girl.,*

In order to estimate the competitive sirength,an endurance of the traditionel
trads under a potential increass of competition by the o0il mills, which may reduce
their costs of operation by increased utilization of milling capacities, Table 35
compares the mills' cost, calculated at 80% utilization, with the cost of tradi-
tional operation; calculatsd at "subsistance remuneration". The latter has besn ten-
tatively calculated at

N -.60 per day for a man
" —,40 " u " a woman
and " -,20 % n " an old woman or young girl,

It is assumed that at such remuneration rates traditional opserations would con-
tinue for a times period long enough to make it difficult for & mill to achieve con-
tinuity of supplies and sales for the desired full-scale oparation; if, howsver, the
mill can persistently compete at this low levsl of remuneraztion for the traditional
processor, the latter 'will sooner or later try to tura to othsr more remunerative
occupations, if available, or migrate from the arsa.

Table 36 summarizes the compatitive relation betwssn the two classes of opsration
supportsd by the information contzined in Tabls 34 and 35. )

#* Cost calculations and description of traditional processing trads operations ars
given in Appaadix 6.
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Table 36 : Competitive Relation of Traditional Versus Factory-Scals

Operation in Ghana's Oil Crushing Trade

(the advantageous class of operation is indicated as
appropriate for each of ths three main criteria)

advantageous class

of operation in the oil ex~ utilization
production of: traction of caks
coconut oil factory factory
palm oil and kernels factory nonse

palm kernel oil traditional factory
groundnut oil traditional traditional

cost of
ogeration

traditional
factory®

traditional
tralitional

* the Ghana experience would limit this statement to mills
supported by dense industrial and farmers' plantations,
all geared to supply in bulk,

Obviocusly, there is a clear advantage of faciory operation over traditional

processing trade in the production of coconut o0il as well as of palm oil and ksrnels.

It is unfortunate, that the copra milling capacities ars over—sized; thereby prs—

venting a competitively effsctive cost degression in industrial copra processing
which could have enabled the Esiama mill to compete the wasteful traditional trads

out of supplies., Ths advantage of factory operation in palm o0il manufacture appears

" to lie firstly in the greatsr scope of plantation=- and extension-wise propagation
of high yielding oil palm varieties and secondly in the opportunity of mechanized

decortication of palm nut kernels (the most valuable by-product) from the hard shell

after extracting the oil from ths

not likely to work at lower cost than the old mill for an appreciable mumber of years,

pericarp. No noteworthy cost degression cen be
expected with rising factory output, since the old Sese mill is completely written
off and repairs and spars parts consume an increasing expenss each year, The new
mill at Pretssea will have to calculate higher capital cost and depreciation and is

until at least 60% utilization of the mill's capacity (ref. Table 33) is achisved.

In the production of palm kernel oil, traditional trade appeaxrz to be in a

competitive position. To avold the waste of resources ocaurring by the dumping of

the wet oil cake, the processing section of the "Food Research and Development Unit"
may advise on means to preserve the cake (e.g. by dehydration) for export or domestic

use as animal food., A more favourable position migh%t be achievsable by faciory-
scale processing, if nuts.ars purchased and cracksd mechanically,
appears to be economical only if o0il pslm population in the area is very dense, =0
as to outgrow ths human capacities to crack 21l the nuis by hand on the farms and
also to provide short transport hauls for the bulky material (3-4 volume units of
The only kernel oil

kernels in the shell yisld only ons volume unit of kernels),
sg=339w2 hasg not found it profiiable to employ its nut cracking

mill in operation at A
facilities on organi:
3rd stage operztion of a2 »alm oil

purchases of kernels in ths shell, rnal proce
zill, on the other hand, is advisabls as long as

the domestic mark

Rarnal

Howsever, this

rocegsing 23

5% offar3 & demand for the oll, since the kernels in the shell, as

the by-product of palm oil milling, are provided without further collsction and
transport costs., The new mill at Pretsea will tharsfore be squipped with machines

for the extraction of kernsl oile
Assesgewa mill will then c2aza,

Kernasl supplies fronm Sege/Prastaea to the
The Assessswa mill, which now recsives almost iis




entire kernel supplies from Sess (ref. Table 37)), will then have to organize kernsl
~supplies (shelled and unshelled) from the near-by areas, in sufficient quantities to
Teduce the high overhead coasts per unit, or close down.

- A competitive advantage throughout the three criteria of Table 36 appears to
exist for the traditional groundnut crushing trade. As in the case of the kernsl

0il mill, the low performance of the government-owned groundnut mill is partly a
result of worn machinery and lack of technologically trained management, just as

the high cost of operation is partly a result of over—staffing., However, even if

such shortcomings can be corrected in the course of time, the advantage of lower
operational cost and more profitable utilization of the cake will most likely still
remain with the traditional processing trade, This situation will not change until
production has grown to such an extsnt that indigenous processing capacities find

it difficult tc cope with and/or the ceke no longer finds a rsady market as food.
Little prospect exists at present for such development, with the production dis~
incentive of a decreasing C.M.B., purchasing price (in accordance with world price
development) from Nf 12/160 1bs. (1967) to N£ 10 (1968)., The only remeining sourcs

of groundnut supplies for the mills (through the C.M.B.)will be State Farms and co-
operatives which already during the last years were the main suppliers. As with

rice paddy, these agricultural units find difficulties in harvesting, processing
(shelling and drying) and marketing their groundnut crop. The delay in harvesting
often reflects on quality, as well as lack of proper drying operation after harvesi,
The need of cash being aggravated by the delay in harvesting, much of their crop is
sold unshelled, further reducing ths farms' income by higher cosi of transporia’ion
of the bulky produce over 100 or more miles average transport distance {o the nsaresi
mill, Though these bulk-producser supplies through the C.M.B, arrivs at the nills at

a price about 10% below local wholesale market price, the high moisture content arnd
development of mould, the cost of further drying and re-bagging, and the heterogenuiity
of the often low (o0il) yielding varieties from the far dispersed supply sources can
lead to reductions of processing economy which more than absorbd the saving on purchasing
price. v

Since groundnut production on State Farms can hardly be expected to rise, in view
of the difficult financial -position of these Farms and the decrsase in ths C.M.3B.
purchasing price, and co—-operative members may more than before prefer to market
their crops individuelly at a higher than the C,M.B. price, C,M,B. purchases in 1958/69
may well be at 2 lower level than in 1967. The latter already were only around &00 tons,
i.e. not sufficient to feed even one of the three groundnut mills (including the
groundnut/copra mill in Accra) at 50 percent milling capacity.: In exosctation of
further idling cf staff at the mills and high financial losszes by operation at low
utilization of capacitiss, and in view of the basic disadvantage of indusitrial ground-
nut milling (ref. Table 34 - 36), it seems advisable to suspend operation at Aiebubu
and Tamale for the time being ard convey all C.M.B. supplies to the mill in Accra.
There is no disadvantags in transporting groundnuts %o the south for processing, since
2ll the groundnut o0il and cake produced in Accra can bs sold there and in other placss
of the Eastern Region and along the coasti.

While the pravious discussions have dealt with most of the problems confrontsd
by the industry and sugs 3ted some policy decisions, the need and means to concenirats
more copra supplies at the Esiama mill deserves soxme further considerations, It has
been discussed that total coconut production in the Nzima area (7000 tons in terms of
copra), if all serving the mill, could not employ the mill at more than 50% of its
capacity. It has further been indicated, that domestic demand for coconuil cil is




fairly high and that at least in the sscond half of the year, when fish supplies rise,
the market could take mors coconut oil than can be supplied. This interdspendencs of
" Pish supplies and coconut oil consumption is due to the priority given to coconut oil
in the frying of fish which is the quickest means of short-term preservation of fish
and very popular on the coast where fried fish is consumed in combination with kenksy.
Since supplies and consumption of fish per head of the Ghanaian population are in-
creasing, the demand for coconut oil will similarly increase beyond the rate of
population growthe It has, on the other hand, been indicated that the larger part
of the coconut groves in the main (above mentioned) supplying ares is ageing, with
declining yields. It has been hinted that the only other substantial supply zone
(Reta-Aflao in the east) is for the time being crippled by "St. Paul's diseasse™,

Against this background, the wasiteful method of traditional prd%essiqg ( £rom
fresh coconuts), by which 25 = 30% of the o0il is lost to a cake which (in the main
area) is ot even utilized as animal feed (ref., Table 34), is highly undesirable.

Another waste (of transport equipment, fuel and labour) is caussd by the policy
of using copra from the Nzima arsa to substitute for lacking local oil sesd supplies
to mills in other regions in order to Jjustify their existence, while the Esiama mill
is underemployed. -

Finally the role of copra expori as pari of an overall copra resource policy
has to be analysed.

The distribution o# W.R. copra by the C,M.B. during 1967 is shown in Table 37.

Table 37 @ Distribution of Nzima Copra, 1967
Copra indigenocus other - distance averagse total
from supplies = supplies of mill distance - transport
Nzima from of mill agric.pro—
Esiama from main ducer io
marketsa consumer
(tons) - (tons) (tons) (miles) (miles) (miles)
to Esiama mill 1748 none 0 120 120
. ground
" Accra “ 100 nona 500 nut 185 0 185
" Denu M 466 none 70 P2lR 350 . 115 415
3 palm ksrnel
"  Assessewa " 20 nonse fr, 500 (Sess) 270 85 355
: kernsl palm
" Atebubu " 400 80 ground 20 kernel 380 200 560
mut
" 0il mills 2738 gto
exported 1800 _ 65( port
marksted through
C.M.B, 4534
Balance (estim.):
Traditional oil -
crushing tradas* 1200 100
copra sal=s out~
sids C.M.B. 300 .o
coconut trads* 500 100
home consumed* 466 0

7000
* woights in copra equivalent
#% gmoll amcunt comparsed tc othsr yearsj high openin
stocks 13567 of approx. 750 tons snabled ths mill
k3ap on tas usual lsysl of opsration.
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The Esiama mill has now a capacity of 13,000 tons copra. The mill has modern
~equipment and is in the optimum position to use the Nzima copra resourcs, Thers is
therefore no eoconomic reason why Nzima copra should be shipped to any other part of
the country. Since the mills at Atebubu and Denu are at present not able to attrast
any noteworthy amount of indigenous oilseed, their operations ought to be suspended
(ref. also recommendation on page 83), while the Accra mill, which after the proposed
olosing of the mills at Tamale and Atebubu will be ths only miller of C,M.B, ground-
nut supplies, may oconcentrate its operation entirely on groundnut oil production.

Exporta of copra should dbe reduced to about 500 tons or any lower amount which
w.uld be needed to keep in active contact with overseas buyers.

The proposed measures would seocure 90% of C.M.B. copra purchases, about 4000 tons,
. for the Esiama mill, thereby raising its scals of operation from 20 to 30% of milling
capacity. On this basis the mill can enter an effeoctive policy of compstition for
‘copra supplies which at present ars absorbed by the traditional trade. The aim should
be to attract 900 out of the estimated 1200 tons share of the traditional processing
trade and 200 out of the estimated 300 tons share of fres copra trade, thereby in-
creasing supplies to the mill to over 5000 tons and scals of oparation to 40% of
capacity. The result would be a cost degression from 50 to 37.5% (ref. Table 35).

This and the recent abolition of sales tax (10% of sales valus, paid by Ghanaian
manufacturers until late 1967) would enable the mill to effsctivsly reduce its melling
prices. The accrued saving of 22.5% could be disiributsd as follows:

2.5% to improve profitability of the enterprisse

5% to balance the devaluation effect on imported
cost faoctors

15% %o reduce sales pricss,

Since prices for cake export (10% of total sales volums) oan be assumed to

remain the same, 0il prices mazy be reduced by 16.5%, provided raw material cost
remain stable,

‘Before such prics reduction is put into practice, it has to bs cornasidered, whather
the expeoted cost saving shall in full be ussd to decreaszs sslling pricss or whathsr
part of it shall be used to increase the copra prices paid to producars, Producsr
and consumer prices being at a comparatively high level, the main benefit should go
to the consumer, Furthermore, coconut 0il supplies in domestioc markets will inoreass
with the proposed reducition of copra exports and with the expscted divsrsion of coco-
nut resources from traditional into industrial procsssing trade with its 40% higher
0il yields (ref. Tad®ls 34). The two factors will lead to a 10 - 15% incrsase of
domestic coconut oil supplies which, especially during the first half of the ysar;
may have difficulty to be absorbsd without a deocrsass in pricses. In the sscond half
of the year, howsver, ths producer should have an extira incentive for the procsssing
of his nuta into copra. Such incentive would be most useful against the background
of an incrsaszad demand for fresh nuts by the traditional oil proceasing trads, in
accordance with the seasonal increazse of coconut oil consumption, and undser the lea=s
favourable wazthar conditions for the sun-drying of nutas to occpra during the more
bhumid part of the ysar,
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It may therefore be considered to abandon the present practice of unchangsd
_purchasing and selling prices throughout the year and implement the 16Y2% net cost
saving as followa: : ;
Table 38 : Proposed Seasonal Variation of Sales— and Purchasing — Prics
Policy in Nzima's Industrial Oil Processing Trade

sales price : purchasing price
oi ( copra)
in % of present prices
January = June 15th 83.5% 100%
July 15th — December 93.5% 120%

The break in purchasing operations of one month is suggested in order to reducs
the attempt of speculative hoarding, which might occur in spite of the fact that thse
recurring price rise in July would be implemented without previous announcement. Tha
time of the break is the time of heaviest annual rains when copra production is
almost impossible. It may be considsred to use the same time period as collective
annual leave for the staff of the Esiama mill as well as of the C.M.B, and co-—operativs
buying depots in the area. )

The development of the Esiama o0il mill has suffered from disturbed relations

between the mill and its suppliers. The unauthorized use of C.M.B. supply credits
. for investment into milling capacities by the Esiame management has much contributed

to this unfavourable relationship. Since most of these invesiments were ill-advissad,
i.e, neither in accordance with available o0il seed resources nor with trade and con-
sumer preference (costly machines for refining and bottling), the debts for C.M.B.
supplies grew further instead of their gradual amortization out of milling profits.

The diversion of part of C.M.B. copra supplies to other buysrs and the repeated
ostentatiocus interruption of supplies to the mill for several months can only aggravate
the problem. The only way to rscover the supplier credit sunk into the mill is by
supplying as much copra as possible in order to achieve a profitable scale of operaiion.

Since this is a long-term policy and the C.M.B. has a justified interest in the:
control over the realization of such policy, it should be considered to offer share
capital to the C,M.B. as part-compensation for the accumilated supply credit, Of the
1 million Nf authorizel share capital, approximately half is still to bs issued.
Since total investment including working capital has grown to the extent of the
authorized share capital, this should be fully issued now. Nﬁ.400,000 could be
offered to the C.M.B, as compensation for approximately two-thirds of it's supply
credit to the mill. The rest of approximately Nﬁ 150,000 could be offered in small
shares (e.g. Nf 20 each) to growsrs in ths area.

As a long—-term Government policy, increased attention has to be given 1o the
Nzima coconut resources, especially with regard to the compensation for dsclining
yields of the old groves by new plantations. An annual increass of 5% in total yields
will be required in order to cops with the demand dswvelopment in the domestic oil
market, Any furihsr increass will benefit export earnings. Ths Extension Service
of the Ministry of Agriculturs, in collaboration with local co-opsratives, individual
farmers and ths Agricultural Development Bark should survey the prsesent situation and
draw-up a devslopment program for the Nzima copra indusiry. :

No financial and personal efforts should be sparsd 1o detsct the causs of
St. Paulls Disense, which destroysd the coconut groves on the eastsrn CGhanaian coas?
line, and protect the Nzima coast against this terridle thrsati,
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Summary and Recommendations

Ghana's o0il economy is basically self-sufficient, There is, however, a new
bulk-demand for industrial oil (soap manufacture) which needs to be balanced
by increased output of hard oils.

Consumer taste prefers crude to refined oils. Investments by o0il mills in
refining and bottling installations have up till now scarcely been used.

90% of Ghana's oil is produced by traditional methods at farm and village
level,

Industrial oil mills, all government-owned (one in partnership), work at
low rate of utilization, which makes it difficult for them to compete with
the traditional processing trade. In addition, the taste of their products
is generally less liked for various reasons (residual moisture content,
rising F.F.A, content dus to seasonal over-siocking, etc.). Only in copra
pilling and in palm oil production from dense plantation-supplies can an
advantageous position of factory-—scale processing with regard to milling
economy be observed.

Large extensions of industrial milling capacities ars being invested in palm—
and copra oil production. While the former will be supported by advanced
investments in oil-palm plantations, no parallel effort has been mads 1o
increase copra supplies which are already falling short for existing
capacities.

The narrow supply basis for the main copra 0il mill, at Esiama (Nzima area),
is further reduced by uneconcmic shifting of Nzima copra to mills in other
regions which prove unable to attract local supplies. This is a complete
waste ol transport and milling costs, since the under-utilized Esiamz mill
could process these quantities at little additional expense, while closing
of the unemployed mills would save large amounts of standirg expenses,

Copra supplies to the Esiama mill have suffered serious interruptions owing

. to strained relations between the mill and C.M.B., (supplying agents of all

copra for industrial use =:d export), since the mill became highly irndebted
to the Board by using shori—term supplier's credit for large investments

into fixed assets.:

The supply and démand cycle in CGhana's o0il irads regquires ssasonal adjustment
of sales and purchasing prices by the Government mills,

Valuable protein concentrates are wastad in dumplnv of wei palm ernsl and
coconut cake (the latter only in the Nzima arsa) in ibe tradl tioz:

extraction process. Implemsntation of methods to pressrve tolis Coke for

export or domestic feedstuf? demand, would bs desirable,

Ghana's copra resourca on ths eastern coast line is crippled by St, Paul's Di-
sease, The larges® rescurcs in the Wesi, Nzima, consista mainly o‘gégsl
palmeries. In view of the high domestic demand and the good export merkst

for copra, attention to thess resources is urgently requirsd.
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It is therefore recommended 1o 3

Concentrate all Nzima copra supplies on the Esiama mill, i.e., discontinue
uneconomic shipments of Nzima copra to other Government mills.

In anticipation of a cost degression with increasing turnover, reduce sales
prices for Esiama oil and increase the off-—season copra purchasing price in
order to obtain a greater market share in the competition with traditional
coconut processing trads.

Fix o0il seed purchasing prices and sales prices for oillproduced by the
Government mills in accordance with the seasonal variation of-supply and
demand, instead of the present annually fixed uniform prices. ”

Secure constructive co-operation between copra suppliers and the Esiama mill
by offering share capital of tue mill to C.M.B, (as part—compensation for
credited copra supplies) and to growers (in form of Hﬁ 20 bonds).

Close down or suspend operation of the oil mills at Denu and Attebubu, both
being virtually unemployed without copra supplies from Nzima.

Consider suspending operation of the Tamale mill, if the low turnover

and milling economy, experienced up to now, continue throughout 1968.

Prepare the mill at Assessswa for the need to obtain palm kernel suppliés

locally, since the mill's main supplier = the Sese palm—0il-mill - will soon
FOCR LY

be replaced by its successor, the modern mill at Pretsea which includes a
kernel - o0il mill.

Launch a development program for the Nzima copra industry (with participation
of A.D.B.), aiming at replacement of ageing palmeries and increased yields.
Employ international spescialisis (and/or join specialist research efforts in
neighbouring countries) for the investigation of St. Paul's Dissase and the
application of measures to proteoct the Nzima plantations against the disease.

With the aid of the F.R.D.U./F.R.I., study and implement methods of utilizing
the valuable oil-cake presently dumped in the traditicnal productlon of
coconut — (Nzima area) and palm kernel-oil.
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6, FRUIT AND VEGET:BLE PROCESSING INDUSTRIES

After cocoa, coffee and cola the only noteworthy agricultural export from Ghans
during recent years is that of barrelled lime juice by "Rose & Co., Lime Products,
Ltd." at Asedbu, C.R. The company processed and shipped in 1966, 1,1 million gallons
Taw and filtered lime juice (@ sh 4/6 per gallon c.i.f.) 29,000 pounds oil (sh 40/-
per pound) and minor quantities of cuts and skins (halves and shreds). A "rombaluse"
plant has been newly installed under separate financing, for the washing—out and
drying of skins which subsequently are exported as raw material for pectin production,

That in spite of an inflationary price rise of domestic cc 3t factors and un-
remunerative export returns at an unrealistic official foreign sxchange rate (until
the dsvaluation in July 1967) the enterprise could continue to export without loss,
can be attributed to the following factors: )

1) limited domestic demand for the rav material, lime; supplies, built-
up for factory demand over ssveral years, could not be absorbed by
the local market; thersfore, their prics remained relatively undis-
turbed by the general upward trend of agricultural produce prices
in domestic marksts,

2) shipment of a crude product in inexpensive wholesale package, kssping
the foreign exchange component in f,o.b. cost prices below 30%.

3) low investment costs by restiriction to only necessary investments,
e.g. wooden structures as far as feasible, clean airy sheds instiead
of closed halls for processing operations; a5 a result total invest—
ment (incl. working capital) amounts to only one~third of potential
annual sales at full capacity operation;

4) utilization of small farmers' efficiency supported by good extension
services, instead of running plantations;

5) sober overall management and fair dealing with farmers who as a result
of 1) = 5) receive a farm price equivalent to 50% of the f.o.b. price
fetched by the products derived from their lims supplies.

The devaluation has strengthensd the economic position of this veluable enter—
prise. With new plantings coming to yield, production may rise to 1.5 million
gellona by 1968, The management's policy is to raise lime supplies, by intensifying
its extension services, in order to reesch the full capacity plant — output of 2 mil-
lion gallons by 1971/72.

Turning %o Ghana's cannsries, ths outlook darksns considerably. The following
report on the canning indusiry was prepared by the expert for a joint initiative by
FAO, U.S, Aid, DSI and Academy of Science Institutes and ssrved as a basis for the
jointly issued "Preliminary Analysis of ths Agricultural and Econoric Viability of
State Canneries,” a papsr which greatly contributed to Governmsai dacision towsxda a
firm go-ahead with the Pwalugu tomato canning project, While in the jointly issued
paper a nunber of horiticultural aspeocts were addesd which wesre not specifically the
object of the experti's repori, this contained more detailed markst and technological
information which meanwhile has been further substantiated., Espscially, domestic
demand estimatss have besn confirmed by a markst analysis conducted under the experti's
suparvision and concluded in August 1967 (quoted on page 91).
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' The presently operating canning (and bottling) plants, all in the market since

. more than 4 years, have one problem in common: unsatisfactory sales., Though only
approximately 20% of the production capacity of these plants is belng utilized, stocks
of finished products at the larger ones are amounting to half a year's sales volume,
Reasons for this calamity ars :

a., B8mallness of the inland-market;

be high production costs, precluding any export possibility;

Ce Subustandard quality products;

d. 8tiff competition of imported products in spite of duty-barrier.

- Concentrating the discussion'on the thres dominant product gfﬁups,

l. pineappls products,

>2. tomato products, and

3. citrus products,
the above mentioned factors a — d apply as follows:

(1) a+01

(2) o+ a (+p)

(3) 4+ c (+b)

If quality obstacles and competition of imporied products could be eliminated
and raw material supplies secured, the production capa01ty of the presently operatlng
plants could conveniently supply

. A 100% of the inland demand for pineapple products,
100% "o " " " citrus and
335 .w " " " tomato "

at current retail prices.

The demand for the thrse product groups has bssn analysed and estimated
as follows:* .

demand local suppliss 1966
tons tons
plna pple products 100-140 115
ol trus L 350 110
tonmato " 1,500 30

* A comprshensive analysis: of the domestio desmand structurs for thsss p*oduct groups
hes been compiled in ths F.,A.0., Reporit "Inland Marksi for Chana-mads Fruit- and
Vegetable—Yanufactures™ by R. Schusrman, Associate Expsrt, Accra, August 1967.
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Only the demand for tomato products is of high elasticity, i.e. it would readily
expand with decreasing retail prices. However, even large-—scale production of tomato
. products in Ghana will result in ex—factory cost prices near to the present retail
price level.

While in view of the sizeable inland market tomato products offer themselyss for
a large-=scals canning project, technological difficulties are experienced in obtaining
good-quality products by canning indigenous tomato varieties. High acidity, resuliing
in bitterness of the canned products, and discolouration in procsssing are the main
disadvantages observed.* Further it is observed that there is higher waste,**
compared with conventional standard, in the processing of local varieties. The latter
factos increases the price for the net can input which is already high dus to sirong
competition of demand for fresh—consumption and to dispsrsed production necessitating
hanlage distances averaging 50 — 80 miles., In view of the high raw material intake
price, purchases can only be afforded during the center period of the season when
prices are lowest. =

The present share of locally produced tomato products in the country's consumption,
95% in form of puree, is only 2 - 3%, Even this quantity is readily absorbed only
when trade stocks of competing foreign product are exhausted, This situation would
changs as soon as the above mentioned quality obstacles could be eliminated., However,
the other limitation for an expanding production, the scarcity of low-price raw
material ouiside the short seasonal peak supply, would still remzin,

Citrus and pineapple products have only a small domestic market which is to a
considerable extent provided by institutional and expatriats consumption., Ghanaian
consumers prefer fresh fruit., Both fruits have two extended secasons, and there are

-other fruits, such as mango, banana and papaya, which can serve as substitutes during
the relatively short off-season, The higher consumpiion of citrus products, comparsd
to pineapple products, derives from the main citrus product, squash (from orange and
lime), which has no equivalent amcng the pineépple products, Local producers of citrus
products, especially squashes, are gradually expanding their market share and make
some profii in competition with 100% taxed imported products. Local pineapple pro-—
cessors are protected by a complete ban on importation, however, the market appears
to be near saturation. i

In spite of the difficulties and limitations experienced by the operating plants,
three large new canning projects have been put up by Government and zre nearing
completion. The total invesiment, rather evenly distributed over the three projecis,
will amount to approximately 6 million Nf, compared with approximately 1.2 million Hf
invested in the existing industry. : :

The production program of the thres projects is analyzed below, with special
regard to the shars of foreign exchange expendiiure in production cost, the prospec—
tive maximum share of in-land sales in planned total ouitput, and the prospective loss
on export sales at world market prices.

* FHowsver, thess off-colours ard flavours can be caused by processing mistakes
e.g, brown colour by uss of parily immaturs fruits or stacking of sealed cans
in hot condition (ths latier also causing a scorchy flavour). A brief outline
of primary criteria in procducing tomato purss is providad by Tropical Productis
Institute Rsport No., 43: "Ths Preparation of Cannsed Tomato Puxres",

#% Due to the irregular sizs, folded akin, hard corse and plentiful sesds of the

local varistisas ths exiraciloa of solids for purss produoctioa is generally
only 4%,



Table 39 The Three Canning Projenits: Market Prospects.

production for. exch. prospeof. prospsoct,
Location Product -capacit in prod. inland loss on
- (annuaf output) cost sales export sales
i o tons Z , A :
2 Nsawam: pineapple slices 4000 50 2-4 20
Ly n Juice 2800
Wenchi s mango jam 2000 65 2-4 30
) " oream 160 oz, 1600 40 0-3 ?
tomato puree 8 oz. 1200 33 40 - 50
. TPwélugu: tomato purse 272 oz. 1500
L L 32/2 " 1000 33 40 50

... Above calculation is based on the assumption that esgricultural rew material can
be supplied in the gquantities and at the average price stated below:

Table 40 ¢ The Three Canning Projects: R: Material Requirements

season's Length of aver., daily max., payable
® Location Product raw mat, zsason requirem, aver, farm
B Treguirem, during season rice
tons days tons NP./1%.
E Nsawam: pineeapple
(juice + slices) 12000 120 100 1.5 (1.2)%
o Wenchi s mango jam 1000 90 15 © 1.0 (0.6)*
) n crean 2800 30
tomato puree 8000 150 55 2.0 (0.85)*
a - . . .
Pwalugu: tomato puree 16000 150 110 2.0 (1.0)=*

The raw material requirements are for outranging the pressnily availadlas resour—
ces in the project areas, as can bs compared below:

Table 41 t The Thres Canning Projects: Raw Material Reaources

. ) aver, daily raw mét. pfesently availadle
requirement duxring av., daily supplies

Location Product season during zeason (eafim,)

tons tons '
Nsawa=: pinseappls 100 2 -8
Wenchi s mango Cresa 30 4 =12

mango jaa 15

tomato purse 55 2 -8
E Pwalugus tom=to purse 110 4 =12

#* Pricea in bracicets are hypoih
i

3%ical fastoxy=-gata prices, azx stated in ths mashins
supplier's faasidbilitiy rspor

t, Thsy had to be droppsed as unrsalistioe,
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The problems indicated in Table 39-41 not being complete yet, thers is also
uncertainty as to the suitability of available mango and tomato suppliss for pro-
cessing. FNo trials have apparently been conducted with local varieties either at
Wenchi o at Pwalugu, The difficulty experienced with locasl tomato varieties in
South Chana might well apply to those around Wenchi and Pwalugu. The common typs
mango grown around Wenchi and all over Ghana is comparatively small and very fibrous,
both characteristics resulting in high waste and probably other disadvantages in
processing. The non-fibrous Ceylonese "Jaffna™ and "Rupee" wvarietiss, propagated in
Ejura area since more than a decade, are now being introduced in the Wenchi arsaj; but
many years will pass, until substantial crops will bs available,

local pineapple varieties, Sugar loaf and Sweet Cayenns, have been canned for
the domestic marEet without major technological problems, However, the Ghanaian :
products appsar to be poor in acids and have to be tested with regard,xo international
- quality standards for canned pineapple products,

Another problem of the pinsapple project is location. Though ths existing
cannery at Nzawam is operating since 1960, providing a reliadle outlaet for ths farmers!?
pineapple orop at the reasonable farm price of £l5/ton up to 1963 and £18 thersafter
up to date, the response in the area has been negligible., To-day, 90% of supplies
come from areas in the Central and Western Region 90 = 140 miles distant from the
factory. This makes it quite cleary, that the nsw plant would be beitter located
somewhere north of the Cape Coasi~Takoradi Rozd at a location which after thorough
research would prove most centrally located within the main growing region. The high
transport expsnse on the pressnt long hauls forms the main reason for the estimated
20% excass of calculated production cost over the prospsctive ez-faotorv export prics
for the new faotory's products,

Reviawﬂng the information so far enlisted, the following conclusion can be drawns
1. All projscts are facing grave shortcomings in raw material resources.

2. All projects, run at economical scale, would produce far in excess of
ths inland market,

3. All projects will be unsble to compets in the export markst,

4; A1l projeeté will be tying up oconsidsradle amounts of foreign
exchange in unsold stocks,

5. Two projects, Wenchi and Pwalugu, are still undsr doubt as &o
suitability of the local raw material varisiiss in the respectivs
areas for canning, -

6. One prdjact, Nsawam, is wrongly located.

If no investmant had yet{ been mads in the thrae projssis, all would have to b
. condemned. TUnder %ths cirsunalianc ==, koqareL, all projecis nsaring complsiion,; a
compromise evaluation, wiih ths ala of m¢ta*ial*gi:3 at leasi ons of the projsots,
i8s being appliad in the following discus:iion.

dwmorg the thres produoct groups, fomaio purss appears $o enjoy iths less’ prodlematic
«= outlook, with the comparativsly lowssi ahars of forsign exchangs component in production

(&)
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cost, a domestic demand for 40% of the combined plant capaciiy Wenchi-Pwalugu, and
the comparatively shortest maturing period for the raw material, In visw of the

" disorepanqy betwsen production capacity of the two new factories and inland demand
for tomato puree, production should be concentrated at one of ths two projects in
order to secure the operation of at least ons plant on an sconomic scale, in the long

run. The choice betwsen Wenchi and Pwalugu tends to the latier, for the following
Treasons

(a) Competition of tobacco, the earlier introduced cash arop with éuarantaéd':;
outlet, will keep back extension of tomato cultivation around Wenchi, ,

(b) Tomato gardening in the Frafra and adjacent areas (Pwalugu intake zons)
is expanding steadily from year to year. BRelatively young in ths area's
history, the expansion of this crop on gardeniag scale_might grow to a
multiple of its present size in a few years, - :

(o) Ssveral small scale irrigation projects and ons largs one, being cérried
out by Govermeat in the Frafra area, are apt to boost ths expansion of
tomato cultivation.

Ths specifications for the Pwal plant machinery and equipment state that
incorporation of the production of 8 0z tins, or other sizes, in ths production”
program is possible with the addition of "a few inexpensive tools™ only. It is
-oconsaquently possible to give up the tomato section of the Wenchi plant and thexredy
secure practically the whols domestic demand for Pwalugu which then csn raise its
output to the level of approximately 60% of production capacity, provided raw
material supplies can be incresassd systemetically. Provided the Veya dam irrigation
project progresses suoccessfully, and plant research and propagation work as well as
cultivation of 1200 acres (one-third of the irrigabdble land below the dam) can be
ocompleted in due ocourse, the factory might be able to reach the above recommesndsd
production targst by 1970/71. This calculation is based on a low yield target of

5 tons/acre under extensive cultivation at Veya, providing 6,000 tons, plus 3,000 tons
i.e. about 300% increased farmers' supplies (ref. Tabls 41). The relation should
change in the course of the following years, ultimately leaving a fsotory plantation
at Voya of not more than 300 aores, with improved yields of 10 tons/aore under in-
tensive cultivation securing 25 — 30% of the factory's requirements., The irrigated
plantation may be regarded as a necessary evil to sscure the greaiter part of supplies
ir the beginning and later, at its reduced size, to safeguard ths cannery ageinst .
complets dependsncy on growers. The cost of tomato production om the plantation will
hardly be covsrad by the factory purchasing price. The cost of irrigation will bs
very high, while anmual yields cannoi be extended beyond the limits sst for tomato
cropping by thz specific temperaturse requirement of the plantj flowsring is ssverely
retardsd, as soon a8 the daily minimum temperature excseds TO'F or the daily maximua
exceeds 90°F.* Though temperaturs oscillations ars comparatively favoursble in the
North, it is s%ill doubdtful if two good orops per season cza be achieved, It is thsre-
fors adviaadls, rnot to calcoulats on higher annual yislds than 10 tons/aare which is
the minimum for & brsaXk—sven under intensive ouliivation and &t ths scheduled faciory
price for tomaito supplisa (not covering irrigation cost), according to horticultural
cost—~bsnefit atudiss.*#

The projsc% will have to fawe two major problsms with rszarl fo raw material
supplies in the nsar future. Oma is the avallability of labour Ffor the Veya irrigation

schema, the othur ons compeiing tomato demand from southarn Ghana.

#* Iorazonal corzmmicationm by Dr. Jevrsmovic, Ragional FAO Horiioculiuralist;

#2 PEoj; azuch brsak—even would not includas ths cost of watsr supply for irrigation.
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The 1960 population census counted not more than 40,020 men of working age in
the Frafra district. Half of this number might be available for tomato gardening,
after the essential subsistence orops bave been harvested by Ootober/xovember. Part

of these, estimated 2000 = 4000, are already engaged in gardening near their compounds

or villages. An equal number might tend to join this occupation after market pro-
- spects have improved. According to Antwi's Survey®* thers is still utilizabls valley
land of more than twice the presently gardened area. The remaining 12,000 - 14,000
a might not all be willing or able to take plantation employment at a place ssveral
: miles from their villages. It must be reminded that a number of government—-provided
irrigation schemes in the area have rever been niilized by the surrounding villages.
While the Bongo pilot irrigation scheme employs 10 farmers per acre, & well organized
large—scale scheme might well do with less, Howevery, & 1,200 sore tomato plantation
below the Veya dam, under intensive cultivation methods, might still absord 5 - 8,000
men, not to speak of other crops on the remaining 2,400 acrss of the scheme., In view
of the limited labour force it appears therefors advisabls to consider extensive,
ladour saving methods of cultivation for this particular projsct.

The northern tomato crop comes in during the off-season in the South, i.e. the
8outh with its concentrated purchasing power is a strong competitor as buyer in the
northern markets. Due to high losses in transport under present road conditions as
well as unsatisfactory packing and handling methods, prices paid in northern markets
by south-bound trade are sitill low, This will changs when packing and handling
methods can be improved and the new north-to—south main road via Kintampo bh: : been

This may threaten the Pwalugu ocanning plant in two ways:

l, It might be forced to offer a higher Taw material;purch351ng>price,
. resulting in & price increase and subsequently decreasing sales of
the product (high price elasticity of demand).

2. The improved supply of the South with northern fresh produce during
«* the off-ssason may further reduce the demand for the canned product
(high substitution co—efficient).

S . This competition of demand for ths fresh market will slways be a threat to any
plan for a stable canning output. In years with low ylelds, supplies at reascnable
prices for canning may be hard to obtain. To reduce this threat, the following
policies are suggesteds :

a) to keep purchases and sales pricss flaxible, i.e. adjust purchase prices
weekly and sales prices quarierly to the changing supply and demand
position, thereby ylelding reserves during favouradble periods in order
10 balance losses during less fawvourable ones;

b) +to gear plantation crops with the aim to harves* the greater part
early arnd lats in the season;

- o) to develop & network of prowraniva" farmers, who receive credit and
intensive horticultural exiension sexvices against the commitment to
deliver thsir entire crop to the cannery, at ths latier's currsnt
purchasa prices,

# Report om morsns.m Ohana, Tomato Survey, Oot, 1959, Dept, of Agrio., Acc*a.

tarred. Tomato shipments to the South will then multiply at more remunerativs returns.
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The competing demand from the Scuth serves on the other hand as a valuable
safeguard against a complete wasie of farming efforts in case the canning project
should not succeed in the long run., This is one of the reasons why materialization
of the project, after 75% of the investment in the processing and agricultural wing
has been committed already, may be recommended. Condition for such recommendation,
howsver, is a complete ban on imported tomato puree from the moment sufficient supplies
can be provided by the plant.

Mango products are a very small item in international trade. The total annual
importation of mang¢ products into Britain, the main buyer, is in the order of 1,200
tons. More than half of this quantity is in form of chutneys, followed by canned
mangoes. Mango cream, =pulp, =juice, and —=jam are items of s8till extremely littls
importance.* The capacity of the Wenchi project for the production of 3,700 tons of
mango~-cream and —jam repressnts probably a multiple of world trade in these productsz,

Though it is admitted in the supplier's "Economic Survey"#** (1963) that "the
local market of Chana is not satisfactorily ressarched", it is "assumed" in the sams
survey that besides a considerable share of mango cream production "all the quantity
of candied mango™ (i.e. 2000 tons of mango jam)"would be consumed by the local marksi®,
The survey continues: "The cendied mango is even on the local market in Ghana a new
merchandise and the consumers should be induced to buy this article, first.”

Had the CGovernment insisted on at least a rudimentary market survsy before
launching this ill-advissd investment,; it would have found thet the total consumption
of jams and marmalades in Ghana is in the range of 50 = 75 tons per annum i.s, less
than 5% of the project's optimistic sales budget. Of this small quantity the greater
share is held by citrus marmelades. Chances of diveriing the marmalade consumers
(mainly expatriates and institutions) from imported brands to jams and marmelades
from lecal fruits, are already being exploited by the existing canning industry which
suffers from severe oversitocking of pineapple jam and marmalades.*** With its high
foreign exchange component in production cost (ref., Table 39), there is no prospect
of jam exportation at cost price. Government atiempt to substitute the main imported
cost factor, sugar, by lo:al production will result in higher sugar prices due to
high production costs of the two Ghana sugar factories (ref. chapter 3).

~ Considering the outlined situation, it appears advisable to eliminate mango jam
from any large—sc:le canning program, while it may well be added as a minor product
to the production program of the existing small canneries.

Turning to mango cream, the other mango product to be produced at Wenchi, inland
market prospects ars even lowsr than for mango jam, but production cost mey bs mors
in line with export prices dus to the absence of sugar in the canning recipe for this
produot and the canning in wholesals units of 180 oz, Also, this product is probadly
less affscted by the high fidbre contant of ths local mango veriety. The problem, how-
ever, is the unrealistic scals of producition, It can hardly be assumed that more
than 10% of the planned factory outpui in mango cream could be sold by Ghana on the
8till wsry limitad world market for this product,

* For more extonsivs information compare Daisy E. Kay: "The market for
Mango Product:,™ Tropical Products Institute Report No., C17,

#% "Project of tas Tomato and Mango Canning Factory in ¥Wsnchi — Ghana,
Economic Suxrvsy." Zagrsb - Yugoslavia, 1963. Reproduced by
National Invsesimant Bank, Ghana,

®%% Por extensivs analysis of ths situation, sss FAO Reporid

(Raference on pags 91).
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In view of the discrepancy of market prospects with production scale, combinsed

. with the low suitability of the available mango variety in the area and the long

_period (probadbly more than a decade) required to establish a supply resource from
suitable exotic varieties, it is not advisable to take the mango canning wing of the
Wenchi project into operation. Considering further the advice given on page 95 of
this report, i.e. to concentrate production of tomato pures, the other wing of the
project, at Pwalugu, the Wenchi project loses any economic basis, Until the markei
situation for tomato— (domestic demand) and mango products (foreign demand) changss
drastically, or large-scale processing of a different raw material e.g. citrus
becomes feasible in the arsa, consiruction and installation work on the still un-
completed Wenchi project and especially recruitment of staff should be suspended
immediately.

) This should not discourage from very essential efforts in further mango research,
since the mango is one of Ghana's dominant tree orops., The failure of the Wenchi
investment only demonstrates the negleot of those important pre—investient activities.,
A mango research and development unit should be created within the existing research
force, mainly carried by members of both the Food- and Crops—Research Institute,
combining horticultural, technological and market ressearch activities in the interest
of the sound establishment of an export orientated mango industiry in Ghana.

Pineapple export in fresh and/or procsssed form should be a worthwhile proposition
for Ghana whers natural conditions appear to be very favourable for this crop and
large areas are acquainted with its aultivation. Howswver, though locally canned
pineapple products, in absence of foreign competition, are accepted in the domestic
market, the acceptance of the prevailing locally cultivated varieties (Sugar Loaf and
Sweet Cayenne) in fresh and canned form in export markets has still to be tested.

A single casually made sampls shipment of Swest Caysnne yielded a rather depres—~
sing judgsment by the Tropical Products Institute, London. The main negativs obser—
vations, coarse tissu-s and low acidity may have to be related to choice of overgrown
(particularly large) fruits and spoilage in process at time of arrival due to wrong
ocutting and packing, A second sample shipment, this time of both varieties, to the
T.P.I. should be made under improved conditions. Locally canned pineapple juicse,
analyzed by the F.R.I., Accra, possessed only half the ascorbic acid value comparsd
to international standard requirements. This again might be dus to the ecanning of
overripe fruitis, excessive exposure of juice before sealing of cans etc, Systematic
canning trials and analysis will be started dy the F.R.I. processing and analytical
laboratory as soon as the former's equipmsnt is complste. As soon as the acceptadbili-
ty of the presently cultivated local varisties in fresh and/or canned form in consuasr
countries is established, further efforts in the organization of fresh fruit sxporta-
tion and large-scale canning operation can be recommended.

Since 95% of the Nsawan projsct’s planned output can only be sold abroad, and
only if compstitive with international standard requirsments, commencement of
operation and staff recruiimsni should bs furither suspended until an export markst
is secured. Idling of staff over a prolongsd period would have a bad and lasting
effect on working efficisncy, and deployment in case of discontinustion of operations
would be 3 hardship which oughi to bs avoided by carsful oconsidsration of ths projsct's
foasibility befors the start.




- 99 -~

Another aspeot which needs serious oonsideration befors further installation
~expense is invested in the Nsawam project, is its location. According to the supply
structure of the existing cannery at Nsawam, described on page 94, the new plant has .
to change its location before it can hope 1o operate successfully. A newcomer to the
world trade in pineapple products must take care to put all production factors into
their optimum, otherwise he will not survive. It is, however, difficult to find the
optimum location for the cannery before wide—spread purchasing operations have been
conducted. Supplies over the last years indicate that the plant should be located at
least 100 miles further west, But, once the plant would be established there, new
and probably more important supply zones may crystallize further west, which have
formerly not been reached by the incentive of the far distant outlet,

The question of location is not only important with regard to quantity and prics

- of supplies, but likewise or even more with regard to quality. It has been suggssted
by experts, that pineapple grown in the more humid and less sunny forest arsa of ths
"Western Central and Western Region may show a more favourable sugaifacid ratio than
those grown in the BEastern Region where the prssent canneries are located. A survey,
assisted by horticultural expert advice should be conducted throughout the pinsapple

owi areas in the Eastern, Ceniral and ¥Western Region as soon as possible, to pro-—
vide the following information: :

l. varieties grownj;

2. chemical analysis of fruits

of
small siszs,
medium " and
large "
at
early mature stage,
maturse L and
late mature LR

3. acreage under pineapplej
4. average size of farm;
5« Yyields and seasonal distributionj

6. average fruit sizes and weightS and quentitative assessment of
deviations from the avsarage;

T. farm — and markst prices and their seasonal fluciuation;

8., trends and potentialities with regard to expansion of pineapple
cultivation by privatse growers;

9. &adaptability of growsrs to sdvanced methods of cultivation.

Tha total survey ares is to be dsvided into growing zones of not mors than 50
miles diameter., The informaticn snlisted is nesded for each zons ssparately. The
F.,R.I, will provide the services of its Food Analysis section and, if rsquested, of
its Ecornomics Ssction to assist in ths survey.
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The survey, if carried out well advised and carefully, may yield éll important

~ information needed to decide on the feasibility and location of a pineag§le canning

plant with regard to raw material supplies. Simultaneously, it will yield information
for private or Government enterprises interested in fresh-pineapple export operation,
In fact, such operation would test the solidiiy of the survey information and thus
safeguard any decision with regard to an optimum location for a canning plant. The
eventual financial loss in the fresh-—fruit purchasing and trial shipment operation
will be smell compared with the loss resulting from a wrong location of the canning
plant, especially since the expense on the fresh-fruit operation entails only a very
low foreign exchange component. It may not be necessary to stress that also in fresh-
fruit export operation marketing arrangements, supported by sample~ and followed by
trial-shipments, have to be made first.

The world market for fresh pinseapple is not larger than approximately 60,000 tons,
rather stagnating and therefore difficult to enter for a newcomer, -Fhe U.S. A. are
the main buyer. Howevser, their supplies are naturally provided from nearer sources
in Mexico, Latin America and the West Indies. The potential market for Ghanaian ex-
port, Britain and FNorthwest Europs, does not take more than approximately 12,000 tons*,
It cannot be assumed that Ghana could acquire more than 5 - 10% of this markv,, i.e.
600 - 15200 tons. However, the new markets in Middle Burops, especially in couniries
with close trade links with Ghena, such as Yugoslavia, Bungary, Czechoslovakia and
Poland, could probably be opened for air—shipped Chanaian fruits,

The world market for canned pineapple, 5 — 6 times larger than for fresh
pineapple, was up to recently expanding, but appears to have reached saturation point,
at least temporarily. Britain and West Germany are the leading buyers, together im-
porting about 100,000 tons.** To enter this market with 6,500 tons, the exportable

_output of the Nsawam project, would not be easy and would prodbably require support dy

an internationally well introduced bdrand.

Fresh and processed pineapple sxports are supplementary and can be interrelated
to both operations mutual advantage. For practical information of the operation of
fresh and canned pineapple expori a visit to the Ivory Coast should be useful, wherse
a quantity of 6~800 tons fresh and 12-18,000 tons canned pineapple annmually is being
exported to Franc: and other "Common Markat” countries. Howsver, when using this
effort as an exampls, the high subsidiss allocated to the pineapple industry in Ivory
Coast, through preferential import prices paid by France, have to be taken into con-
sideration.

Traditional methods of preservation and processing of fruits and vegetables ars
sun-drying (pepper, okro, plantain, cassava) and fermentation (leaves, seeds, fruits).
Since drying does not involve cosily preservation additivss and a well-dried product
can be packed in relatively inexpensivs containsers, the technical improvement of ira-
ditional methods and the development of new dshydration products, e.g. (for domestic
consumption) instant fufu, tomato powder, palm nut paste, or (for export) banana
powder, deserves 211 sncouragement, The FAO Food Raaearch and Dsvelopment Unit
(Ghana counterpart: Food Research Instituts) and the Crops Storage Unit of the Crop
Regearch Instituts are experimenting simpls production msethods for an imstancs powder
from yzns and for pala npui pasie, Parallsl efforts in co-operation with Ghana Uni-
versiiy, Depariment of Food Science and Technology, ars made to devslop a balanced
instant fufu from various blends (according to consumer preferences) of plantain-,
yam— and cauzava powdar, While drying is generally considered as a costly procsss
with regard to fusl input, ths sijtuation in Ghana, with practically unlimited fusl

* Thne world marke: for fresh pineapple is aralyzad in T.P.I. Repori No, CGlO0:
"Ths produoction arnd marksting of pineapples™.

*#For detail analysis compare T.P.I, Report No. Gl4: "A review of world produciion
and irade in caasnsed pineappls.®
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wood resources in most paris of the country, is favouring any kind of heat processing.

. This is proven by the absolute dominance of heat preparation and preservation pro-

cesses (e.g. smoke-curing of meat and fish) in Chana's food economy.

A new factor has entered the food processing field with the abundant supply of
high quality alcohol from the molasses distillery of the new sugar factory at Asutsuars,
Though probably beyond the borderline of fruit and vegetable processing, attention is
drawn to the widespread growth of citric grasses in south Ghana.* In conjunction wiih
low cost supply of alcohol, the extraction of citric acids from thess grasses

(under intensive cultivation) could probably bscome a new foreign exchangs earner for
the country.

® Personal communication, Chief Agriculturist, Stats Sugar Products Corp.,
Accra,
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Summary and Recommendations

As traditional means of procsssing, drying and fermentation of wvegetables (pepper,
konkonte, garri) are widely in use where the moisture content is no’ too high as
in the case of tomatoes and most fruits. .

Imported means of pressrvation, i.e, mainly canning and bottling, are practiced
T%ngTEw small canning and bottling plants. However, these plants, though under—
utilized, have sales problems, since the demand for these products proves very
limited and of high elasticity with regard to price and quality.

The main productis so far ocanned (or programmed for canning) in Ghana, citrus
pineapple, 220 and tomato appear 1o have certain characteristics which makes
then less suiiable for canning (low sugar — acid and high fiber contant of fruits,
high Content of insoluble solids in tomato).

-~

Since in addition to the disadvantages mentioned under 3 canning costs contain a
high share of imported material, export of canned fruit and vegetable products
from Ghana does not without thorough study appear an economic¢c proposition,

0f the three large new government canning plants now more or less ready for trial
runs, only one, the tomato cannery at Pwalugu, can be supported by dou: :tic
demand., Of the other two, for Wenchi (mango and tomato) neither the d: :stic nor
the export market offer sufficient sales prospects to justify canning operations,
while Nsawan (pineapple) faces too high raw material cost for an export price
calculation, due to wrong location of the plant implying long-distance hauls for
pineapple supplies.

Being secured from the demand aspect, Pwalugu shares the prodblem of insufficient
raw material supplies with the other iwo projects. Main problem is the competing
demand for fresh consumption from marksts in southern Ghana which are under—sup—
plied during the months of the northern campaign., For quick establishment of
irrigated government plantations below the Veya dam, a problem of labor supply
might arise, )

Substantial exports of fresh and caunned pineapple from Ivory Coast to France
and Germany (though partly at subsidized prices) are an indication that export-
able quality may be cultivable also in Ghana, particularly in its south-wsstern
part.

FPresh fruit export can be organized without much foreign exchange involvement
and could be used as forerunner and supply-indicator to locating a canning
operation, Both operations could subssequenily remain initerreletsd to mutual
benefit.

It is thsrefore reconmended to

Suspend, for the time being, all plans for taking the Wsnchi plant into operation,
Howevar, start comprehensive research work on CGhana's mango rsaources, their pro—
pertiss for cannsd and fresh expor’ marketing and possidble iniroduction of nevw
varisties, The establishment of a Mango Regearch and Developmsal Unit is recom-
mendsd (participants Pood- and Crops Reasarch fnaliiutls,.




& 2.

4.

S5e

=103 -

As soon as current horticultural trials (USAID, CBI) assisted by ohemical

analysis with regard to canning properties (FRDU/FRI) have yielded positive
results, start all-out operations at Pwalugu. Establish extensive (labour-

saving) irrigated plantations below the Veya—-dam. Enter contract agreements
with "progressive farmers", providing horticultural advice, seeds and ferti—
lizers against the commitment of 100% supply to the cannery.

Though initially a higher price has besn promised, in the long run not
more than 2 Fp./lb, ex-field can be afforded.

Suspend commencement of operations at Nsawam. Launch a surve (CRI, FRDU/FRI,
FAO hortic. expert?) of pineapple resources in the CentrEI Wesitern and Eastern

Region with regard to horticultural productlvity and suitability for canning,
as specified on pags 99.

Based on the results of the survey, decide %o either:

Y j

~a) retain the present location or

. b) determine a new location or
c) delay the determination of an alternmative location, until fresh~fruit

purchasing operation for export has provided sufficient indication
for a good supply area.

Send a delegation to'Ivorz Coast to study pineapple horticulture, extension
service, and assembly for fresa-fruit export and canning,

Intensify rc:earch into the improvement of existing and development of new
rural dehydration methods, in particular for the preservation and reduction

of tomatoes, root crops, plantains and bananas (FRIU/FRI).
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¥ilk Reconstitution (r X)

Wheat Mill (W) and

Interlocking Food Complsx

W = wheat mill
0 = 0il utilization
(production of hardened fats)
oF = fish canning - W 40000
fM = feed mill

r {
(12 <
/GI‘&
capacity output utilization
966/67 ann, aver. T™ 4000 1200 304
1967 nearing completion ¥ 40000 (started operation Feb., 68)
under construction ¥ 45000 :
0 15000 zinol. in oil industr.map;
cF 15000 " = fish "
£M 30000

Remark: It is planned to incrsasze the capacity of the milk
. reconstitution plant in Accra by approx. 100%

Cocoa Conversion Plants

Ce = expeller butter and - cake
Cp = press " »
Cpch = press  and ohocolate

Cpoh 36000

Tonms,

Capacity outvut utilization

Cp 25000 18000 12%
Ce 40000 35000 87%
500K 530C0 82%
undar coasir. Cpeh 36000=

* goma unspecified amounts of semi-finiszhed cocoa products and
chocolates have bsan producad at Tema in 1967.

W
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T. WEEAT MILLING AND BAKERY

Bread is an exotic item in Ghanaian dist, introduced by foreigners and still
consumed to a large extent by thess, An inquiry into bakery trade in Accra is re-
flected in the statement of a representative of the trade: "If we had to depend on
sales to Ghanaians, we could close out bakeries." The "foreigners", who conssquently
were indicated as the core of bread demand, consist of two groups:

1) those whose native diet contains bread as a basioc staple, e.g.
natives from Arabic and Buropean count:ies;

2) those whose native diet does normally not insclude dbread, dbut who
cannot or not conveniently obtain their native staple food (e.g.
kuskus) at their working or trading placs in Ghanaj e.g. Haussas,
Zabramas, Nigerians. d

Though the first group can bs assumsd to record the highest bread consumption
per head, the second group, including 85-90% of foreigners in Ghana, is of the grsaier
weight in total bread consumption. The high migration rate between West African
countries is reflected in the results of the 1960 population Census which identified
12.5% of Ghana's total population as foreigners. In towns, where average bread con-
sumption per head is a multiple of that in rural areas, the influx of foreigners is
also higher, e.g. 23% of Accra City population by 1960 were foreigners.,

Based on these considesrations, it may be assumed that at least one—third of
bread consumption in Ghana is by forsigners. Of the remaining part, a considsrable
share goes into institutional consiiuption, such as army, hospitals, educational in-
stitutions and other government arnd private catering responsibilities. The compara—~
tively high share of bread in institutional consumption is due more to conveniencse
and prestige aspects on the part of the catering management than to specific liking
for bread on the part of the recipients. Institutional consumption has much incrsased

during recent years and may well absorb more than 10% of bresad consumed in the
country.

Deducting the consumption by foreigners and institutions from total bread con-
sumption, hardly more than 50% remain as bread consumed by Ghanaian households,
This is confirmed by housshold budget inquiries in Ghanaian households, which lead
to estimates of total bread consumption covering less than 50% of an assumed total
bakery output according to wheat flour imports.*

Against this background, the sharp decline of wheat flour importation after the
introduction of an approximately 100% import duty in 1961 indicates a high prics
elasticity of demand for bread by Gharnaian houssholds.

# This may in part also ba dus to under—recording of consunption outsids the homes.
The snack food character of brsesad is undsrlined by the bakers' obsarvation of
doubling of du:.ly 3ales around pay days, a3 well as of 304 incrsassd sales during
the w2t months May to Juns whan hot teaz and bread is =s0ld in tha sirsata a3
evaning tims.
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Table 42 3 Wheat Flour Imports and Consumption per Head of Population
1961 — 6]. (Introduction of 5 Np./lb. import duty by end of 1961)

annual : flour by Ghanaian
wheat flour population CONnSUmD o consumers weight
‘ imporis 3 per head outside insti- of one
tutions "ghilli
lbs bread”
'000 tons in mill. 1bs. (estimate) 0z
1961 61.5 6.86 20.4 12 16
1962/63 40,0 7.22 12.4 6 10
1964/65 = 360 7.6 10.6 . .5 8
1966/67 52.0 8,0 - 14.5 7 8-12
The Table shows, how the weight reduction of the "ghilling bread® (and pro- &

portionately of other popular sizes), as reaction of the bakery trade on the in-
troduction of the above mentioned duty rate, eaussd an even sharper decline in con-
sunption, assumed to be most accentuated on the part of Ghanaian household con-
sumption. The figures confirm the bakers' observation that in spite of the reduced
volume "no more breads were sold",

Since then industrial bakeries, 2lmost exclusively owned by Lebanese, claim
further decreased sales, Their number shows little increase in spite of the sub-
stantial growth rate (5-7.5%) of urban population. It is hard to find a buyer for
a bakery. Few of them show a higher than 30% utilization of invested capacities.
They claim high over—prices which they have to pay for flour from unconveniional
suppliers during shortages under the import license system, particularly frequent

_during 1964/65, the cause of the further reduction of bread weights. The point out

several increases in production costs (salaries, fueslwood, rent, electricity, social
security, taxes) and the high commission demanded by the bread sellers, at present
25% of retail price, all not permitting them to inorease the bread weight afier the
control price for flour dropped by more than ten percent in the course of sales tax
and duty relaxation in 1966/67. Most of the irdustrial bakeries therefore still sell
the "shilling bread" weighted 8 oz. At the present wholesale flour price of 10 Hp./lb.
and a sales commission of 272 FNp. per "shilling bread™ this would indicate a bsker =
margin of approximately 125% on flour price for ingredients, production costs, over—
eads and trade profit., The size of the margin reflects the low utilization of ca-
pacities implying relatively high overhead and profit charges per sales unit,

Great competitors to the industrial bakeries are the "manmy bakeries™; i.e,
women who, aided by family members, process small quantities of flour (e.g. 1 - 5 bags
a week) in their homes and sell the bread through their children avoiding the uss of
bread sellers, These "maany bakeries™ can offer a "shilling bread" of 12 ounces
weight, calculating a 100% margin, of which only a small amount is absorbed by ex~—
pense costs, the rest being family incoms, Whenever flour supplies ars atundant, as
during most of 1966/67, they bake 12 oz, breads and thereby take away chancas of po-
tential sales increase by industrial dbakeries. Is flour scarcs, the "mammies™ are
most affectsd, since govsrnment regulation damanda distribution of imporits to
licensed bekeriss only, The "mammiss™, most of whom do noi fulfil the reguirsasnts
for a license, then havs to pay high over-prices and reducs ths bread weight according-
ly. However, during 19566/67 they had good accsss to normal suppliss and due to thair
competitive strengih could increase their share in urben brsad sales from an estimatsd
25% to probadbly 35 — 40%, while the comparativsly low bread sales in rural arsas havs
always been almoat exclusively providsd by then,
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To counter the mammies' competition, industrial bakers advocate a change from
present maximum control price system to a system of controlled fixed prices and

" weights. Only quality would remain the object of competition. Though such regulated

competition would favour quality, it would also cement the high baker's margin.

More in line with consumer interest would be a decrease (by competition) in the number
of industrial bakeries, securin; a better utilization of capacities by the remaining
ones. These could at reduced baker's and seller's margin, combined with superior
quality, successfully compete against the increasing sale of "mammy" bread.

Since half of a decade Government has decided on the materialization of a
wheat mill project as ths central part of an industrial food complex at the harbour

town Tema. This "Inter—lockingz Food Complsx" is under construction since 1964, how-
ever due to various circumstances it is 8till not completed. The milling section of
the complex is to provide the capacity for an annual through-put of 63,000 tons

~ wheat, i.e. the production of about 45,000 tons flour (assuming 72% extraction).

While this mill is still under construction, a foreign invesiment in a similar
milling capacity of about 40,000 tons flour has been concessioned in 1967. With re-
markable promptness, construction of the foreign-owned mill has been completed within
6 months and the first flour was produced in February 1968. The product did not mest
the full appreciation of the bakers, howsver it is hoped that after a few months the
quality will be adjusted to the needs of the local market.

As in other cases of import substitution, there will always rermain a resaidual
share of imports for special nesds or as requirement for the blending of the local

product. Such import share serves as & competitive control over quality and price
of the local product in a positive way and should be maintained. Under this per—
spective, the size of the mill appears to be well advised.

Whether the mill will be a profitabls enterprise, depends very much on the
domestic demand potential for the by—-products, semolina and bran, If a large part
of the by-products has to be shipped back to overseas countries, the mill can hardly
opsrate at a profit either in commercial or in foreign exchange terms, with a domestic
cost component of less than 5%. The domestic demand for feed bran will be limited in

view of the low intensity of animal husbandry and the increasing domestic supplies of
0il cakes and rice bran. A comparison of c.i.f. prices for wheat and wheat flour

(present rate 1.4) has to consider the additional cost of bags in the cass of wheat

importation for flour milling, especially in a country such as Chana, where yarn for
the production of flour bags has to be imported., Certainly, profitability can only

be achisved at full utilization of milling capacities,

* In view of the foregoing, it appears that it might not be feasible to takse a
second mill into operation. Re—export of wheat in form of flour and by—products will
most likely not be possible without heavy commercial and foreign exchange losses,
also bearing in mind that the economy of the neighdbouring tsrritories is affiliated
to France, a wheat exporting country.

To invest surplus capacity in a government industry which entirely depends on
imported raw matsrial and offers only little employment bensfit (the new mill is
staffed with 38 Ghanaians and § expatriates) would be conirary to a sound national
economic policy. It would influencs government policy to favour increased brsad con-
sunption in ordasr to achiavs full-scale operation of milling capacities, while at
the sezme time domsstic stapls foods ars in gbundant supply.
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Table 43 gives a comgarison of prices and nutritional values of white bread

and kenkey,.

Kenkey is fermented, firm maize dough, wrapped in corn sheaths and thoroughly
“boiled after wrapping. It is commonly sold in balls of 8 - 12 and 12 - 18 ounces,
the weight varying with seasonal fluctuations of the maize price. Kenkey is the
lsading convenience food and an important staple in Ghanaian diet., It is eaten hot
and cold, outside and in the homes where it is often kept up to ons day for con-
venience., It is kept available every morning and evening in fresh prepared, hot
form by numerous hawkers all over town and in villagses. Its function is fully com—
parable to that of bread in northern countries. It has a strong hygienic advantage
over bread by the fact that it is sterilized in the wrapper prior to sale,

Besides kenkey there are other popular products of baked or cooked dough from
maize, rice, millet and plantain with similar properties as conveniencs food.

The price survey was conducted in Accra. The price difference widens in favor
of kenkey with increased distance from the coastal harbor.

Table 43 : Comparison of Prics and Nutrition Value of Kenkey and Bread
sold in Accra during 1967.

price per pound: kenkey . Dbread
maximum monthly aver., Np. 4.9 20%
minimum " NP. 3.5 16
annual aver., Np. 4.3 18
average moisture content: 66 % 35 %
price per pound dry substiancses:
maximum monthly aver., KNp. 14.4 31#x
minimum " # Fp. 10.2 25
annual aver., Np. 12,6 28
nutritional value/lb. dry subst.s# ‘
: Calories 1805 . 1800
Protsin, g - B 43.9 55.7
Fat, g ‘ 9.5 5.4
CEO, g , 386.0 381.9
Ca, mg 54 68
Fe, mg 1143 6.3 '
Thiamine, mg 1.178 i +634
Ribofl., mg «308 ' 213

Nicot., mg Tl 5.44

# including 0,6 Np. import duty
®#%* including 0.9 Np, import duty .
#%% kenksy analysis by Natrition Division National -
Institute for Yedical Ressarch.
Brzad snalysis from FAO food tablss.
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The conclusion is that a similar amount and composition of nutrients is provided
in form of kenkey at less than half the price than in form of bread. In addition
kenkey offers the advantages of

1. Dbeing sold hot;

2. hizher moisture, so that it can provide a meal
without added drink;

3. hygiene by sterilization in wrapper shorily
prior to sale.

Against this background, bread may be regarded as a luxury and wheat flour
imports as an appropriate source of Government revenue. t is regrettabls that the
reduction of import duty on wheat flour from 5 Np./lb. to 1 Np./lb. together with the
abolition of 5% sales tax following the devaluation of the New Cedi has in balance
led to a 10% decrease of importer's wholesale prices. This effect is the opposits
of the declared aim of the devaluation. It is recommended to adjust the import dut
on the two commodities to 1 Np. per pound wheat and 2 Np. per pound fiour at the next
opportu ity.

The expert has interested the Food Consumption Survey section of the F.R.I. and
the Nutrition Division of the Ministry of Health to study the diets in institutional
catering in Ghana with concern to the potential replacsment of imported by domestic
foods, especially with regard to the high consumption of wheat flour and bread in
these institutions. Any improvement in favor of the use of domestic produce will
depend on the availability of efficient food contractors who can secure a regular
supply of fresh domestic food. The Food Economice and Marketing section of thse F.R.I.
should join the project as soon as the diestary policy is worked out and availability
of supplies is focussed.

The only remarkable import of bakery products is that of biscuiis. Ten years
back in the range of 600 - 800 tons, importation fell back since the establishment
of biscuit manufacture in Ghana, 1957, to an annual average of about 300 tons. The
factory (Pioneer Biscuit, Kumasi) steadily increased its output and sales up to 1963,
and could again record a 15% increase over the period 1966/67. Present annual pro-
duction is about 1,500 tons biscuits and supplementary toffes production, coffee

roasting, bottling of cooking oil and sweet wine, with a total turnover of over

1 million Nﬁ, 90% obtained from biscuits. The company is presently investing in a
second "sweet line" for hard-boiled and medicated sweets and a chewing—gum line,

A rough overall calculation shows a foreign exchange saving of 30% on import substi~
tution by operation of the factory. The enterprise is well managed and as such
profita®le. The management is aware that improvements in quality and especially
package of the products have still to be achieved in order to stand compsetition of
foreign brands unprotected by import duty and —resiriction.

The F.R.I. research officar responsidle for bakery development could investigate
the possibility of using domestic vegstable fai, probadly on shea-butter basis, in
biscuit production, with a view to a potential replacemsnt of the comparatively high
annuzl fat imports, abtout Nﬁ 70,000 psr annum, presently consumed by the faciory.
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Summary and Recommendations

Chana is facing the establishment of two wheat flour mills, each of them large
enough to supply the present level of domestic demand. Since under—utilization
as well as exportation would lead to losses in local and foreign exchange, it can
not be recommended to take the second mill {part of the Interlocking Food Complex)
into operation.

Rather than invest government funds in an indusiry which must depend on increasing
importation of the raw material, a policy of reducing wheat flour (i.es mainly
bread) consumption is desirable, Bread is one of the least essential though very
expensive components in Ghanaian import-food diet. Main bread consumers are
foreigners and institutional catering. In Accra, 1967/68 similar amounts of
nutrients were available retail at half the price in form of kenkey, compared
with bread. . p

Institutions, which, besides foreigners are the main consumers of many imported

foods, need to becoxs more imagirative in using the variety of local food pre-
parations which are apt substitutes for their present dbread servings. FRDU/FRI
and Nutritic.: Division have started to co-operate for a campaign in this direction.

The recent reduction of duty rate on wheat flour importation from 5 nP to 1 Np/lb.
has jeopardized the planned effect of the devaluation., Adjusiment of duty rates
for wheat flour and wheat to 2 Np. (flour) and 1 Np. (wheat) per pound is
recommended. .

Industrial bakeries complain about competition by"mammf'bakers. However, the
root of their difficulties is under—utilization of invested capacities and other
overhesads, Their competitive position will only strengthen after some have given
up. The freer the competition, the quicker this process will be completed.
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8. MIIX RECONSTITUTION

After rice and wheat flour, milk is the next costly item on Ghana's high food
import bill. Volume and wvalue of milk imports about doubled during the pasit ten years
from an average annual c.i.f, value of 2.'§ mill, §f in 1958/60 to over 5 mill, Nf in
1966/67. This development indicates the general consumer appreciation for milk and
the inability to substitute this commodity from domestic resources, The increase was
favoured by a low duty rate throughout (12.5% 1962-67, free since devaluation) and
rising domestic food prices.

Table 44 : The Rise of Milk Imporis 1958 — 67

(1963 - 65 are omitted due to irregularities caused by
large imports of milk powder from various aid sources)

1958{60 1961/62 _  1966/67

annual average in '000 cwt.)

fresh (bottled, steril.) 6 6 5

canned (meinly evapor.) 120 170 - 270
canned, swestened : 13 28 25
ary 21 31 43

180 241 343

The firm upward trend is rather evenly distributed over all forms of milk
imports. The only exception appears to be boitled and "tetirapak™ milk, recorded as
"fresh milk" in national import statistics. However, this impression has to be
corrected by comnsidering the increasing quantities of reconstituted filled milk in
"tetrapak", produced in Ghana since 1960 by Fan Milk Lid. This production from
imported dry milk, amounting to about 21,000 cwi reconstituted milk per annum in
1966/67, has certainly taken over a large share of the increasing "fresh milk"™ demsnd,

While the economy in rscorstituting milk from powder has been realized by many
QGhanaian households,* the demand of the majority is concentrated on evaporated milk,
most popular in the standard 6-0z. can. Most Ghanaian households consume milk in
only small gquantities., The approximate 1967 consumption per average Ghanaian house—
hold of 4 - 5 members, in terms of evaporated milk, was 80 6~o0z. ocans. This means that
the average household buys every four to five days one &~0z. can s%aporated milk or
its equivalent in dried or "natural™ form. Average daily housshold consumption is
accordingly 1.2 oz evaporated or about 4 oz. reconstituted or "natural® milk, Such
quantity is too small to bring the potential benefit of milk reconstitution from
powder into bearing. ;

In order to assess the nutrient valus offarsd by the various forms of milk
presently availadbls in the Ghana markest, prices havs to be rslated to dry substancs,
Table 45 is compiling importer wholssale prices (for large consignments) convertad
into prices par ounca of dry substance, The dry subsianca is normally composed as

follows: 31% fat, 27% protein, 37% lactose, 4.5% minerals, and vitamins.

# (Ghanaian houmsholds, though, consume only a fraction of the largs amounts of dry-
milk imports, and this mainly in form of baby-foods (not separated in Ghansian
import statistics). The larger amount entars institutional cornsumption inclusive
school feeding progranms, bakery and ice oream production, and expatriate housshold
consumption,




- 112 -

Tabls 45 Importer's Wholesale (or ex-—faotory) Milk Prices,
converted into prices per Ounce Dry Milk substancs
Price per Dry milk Prics per
ounce pro— substance ounce dry milk
duct in product substance
Ep. % Ep.
filled milk, reconst. .
4 oz. tetrapak) 0.72 11, 6% 6.2
long 1life milk -
(20 oz. tetrapak) ' © 1.0 : 12,5 8.0

sterilized milk » .
(1% oz. can) 1.0 12,6 7.9

W

sweet condensed milk

(14 oz. can) 1.7 26.5 6.4

evaporated milk
(6 oz. can) 1.26 26.5 4.7

whole milk powdsxr

(1 1b. can) 3.6 97 3.7
dtto. (5 1b. can) 2.9 97' 3.0
 skim milk powder (cwt.) 1.15 96 1.2

# jncluding wvegetabls oil in replacsment of butter fai.

The analysis in Table 45 could be = challengs to milk importing couniries to
save on import value by establishing rsconsititution industries., It also indicatss
the strong competitive position of evaporated milk among the liquid milk imports,
the explanation for its dominance in consumption. ¥While milk powder is successfully
competing with evaporated milk in badby feeding, large houssholds and cetering, a
bulk replacement of liquid milk imporis will only be possible by the esatablishment
of a canning industry for reconstituted evaporated milk, For a2 limited disiribution
radius in urban areas "teirapak™ for "natural®™ type milk, pasteurized for quick con-
sumption or U.H.T, processed ("Long lLife Xilk"), may occupy a fair but not dominant
share of the marksti.

: Concentrating for the pressnt study on the major challengse, the canning of
reconstituted evaporated milk, it will be realigzed that this brings no olear sconomic
advantage; if whole milk powder is used. Ths canning ocost must be figured at approxi-
mately 2Y2 Np. per 6-0z.can or 1.6 N¥p. per ounce dry milk Bubstance which would ab-
sorb the saving in recoanstitution. A slighi under—utilization of the plani, a
potential danger in visw of ths proedadbly high sensitiwvity of demand %o ths unavoidadls
change in tastes will alrsady result in lossss., Ths risk of tachnological difficuliissy,
which are supposal o fraqusntly octur in reoconstituting to ths density of evaporatsd
pilk, is not covarad.

The projasct raceivss a poaitive outloock, for ths economist, only when production
of filled milx i3 considsrsd. By using akim milk powdar in compound with loeal
vegetable oil, ths 5-ouaca can may be sellabls reiail 25% balow tha prasent prics,
while the net forsign axshange saving may be about 40%.
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Table 46 tries to give a tentative break—down of production cost and trade margin
for a 6-oz.can filled milk of the evaporated type. -

Table 46 : Tentative Break-Down of Production Cost and Trade Mergin
for Filled Milk in Chana.

(6 0z.-can, dry substance 26.5% including 9% veget. fat)

assumed Plant Investiment: §¥¢ 1.5 mill,
" " Output : , 60 mill, 6 oz.—ocans
cost in % of
per can retail valus
Np.
investment (interest
and depreciation) 0.25 = 4
opersztional cost 1.15 19
packing material 1.3 21.5
ekim milk powder 1.25 21
vegetl. oil 0,65 11
othexr ingredients 0.1 2
contingencies 0.4 6.5
trade margin (wholesals
and retail) 0.9 15
minipmum retail prics
at Accra 6.00 100

Howevery, this cost break—down is theoretical and may in practice turn out less
positive, especially as a result of possible {technological difficultiss leading to
interruptions of operation; waste and reduced output. A further risk is the prics
development for skim milk powder which has shown sharp fluctuations in the past.
Investments into filled milk production may therefore have to be secured by long-
term contracts with milk powder suppliers, eventually inviting those to participate
in the investment.

A more serious shadow falls on the undertaking by the prevailing nutritionist
view which condemns the feeding of filled milk to infants and is not entlrely posi-
Five with regard to its consumption by adults either,

A third open questicn is s8till the consumer acceptance of the new and prodadly
less pleasant taste.

To provide a better basis for the consideration of such a prbject, the Food
Consumption and Planning Section of the F,R,I,could be very helpful in :

a) investigating the structure of milk consumption in Ghana, i.e.
distribution over age groups and uses, and

b) oconducting consumer %aste panels, applyinz the discussed product
to the various uses of milk and rscordirng the dsgres of accspiance,*

The material for these tasts pansls could be providad in form of aciually cannsd
samples by the F,R.I.Processing Ssction.

* Ths product may be tested at various levsls of vegetablas fa% component, Since
milk prote;n, J¢Har3*8 and vitamins are the essential puitrisnts, while the
vegetable fat componsat is of doubtful nuiritive valus, ths fai content should
be lowered 1o a minimum regquired for a full tasis product,
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Summnary and Recommendations

Milk imports rose mors than 100% over the last decads.

The>nutritivé values of milk have acquired widespread popular
recognition and are, in this ideal composition, difficult to sub—

‘stitute by domestic products. The dominant item is canned evaporated

milk in 6-0z. tins,

Since freight and package coat\per unit dry substance reducs with
increased dehydration, reconstitution from imported milk powder becomes
economically attractive.

Since the dominance of canned evaporated milk in 6~0z. tins is
based on the existing consumption habits, influenced by ths absence of
household refrigeration, it is recommended to concentrate on the pro-
duction of an equivalent (i.e. canned evaporated) reconstituted product.

While the mentioned cost savings are hardly sufficisnt to compensate
for the higher canning cost in Ghana, the change (if only slight) in taste
and potential technological hazards, the savings are mors than sufficient
when skim milk powder is used in combination with local vegstable fat
(filled milk). The foreign exchange saving by such process may be estimated
a o

Nutritional arguments are raised against feeding of filled milk %o infants,

~ Before further plans for investments in large-scale reconstitution and

canning plants are made, a survey into the composition of Ghanaian milk
consumption, in particular of evaporated milk, with regard to age groups
and uses is required. The FRDU/FRI in co-operation with Nutrition Division
would be competent agencies %o carry-out such a survey., In addition, thess
‘agencies may organize taste pansls to test the acceptability of filled milk,
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9. COCOA CONVERSION

Ons of the most recent developments in the international food industries field
is the attempt of cocoa producing countries to convert a substantial share of their
annual orop into cocoa products (butter, liquor, powder, cake) in order to raise the
export earnings drived from their cocoa orop. ‘Nigeria has built 3 plants of a combined
milling capacity of 60,000 tons beans, of which one plant started operation in 1966,
Ghans has added two new plants to one old established mill, increasing total national
milling capacity to 100,000 tons (25% of its annual crop).

The new plants are government investments. It is unlikely that private invest-—
ment would have moved into the industry, while at the same time the owners of the
old mill, Gill & Duffus, had decided to discontinue milling operations due to per—
sisiant losses over a large number of years. Fortunately for the company, the Ghana
Government bought 51% of the shares and entered into a partnershio agreement, according
to which the mill is to process beans for account of the Cocoa Marksating Company
(C.¥.C.), the export trading wing of %he Cocoa Marketing Board (C.M.B.), at a fixed

milling fes per ton.

Under this partnewship agresment, the old mill yielded increasing profits witk
rising output from year to year, while the C.}.C. experienced rising losses, The
latter were, on average, at the height of the milling fees paid, i.e. the conversion
process did not add to the export valus of ths beans, except for a compensation of
the 2 — 3% wastage of beans in the process. Financial results over the period 1962-67
are shown in Appendix T.

The same problematic situation applies to the new government mill at Tekoradi
which started operation in early 1965, though there appears to be a beLter chance of
profitable operation in the production of pressbutier as compared to expeller bu'tisr,
the main product of the old mill., Pressbutter enjoys a higher appreciation in the
market and its production yields a much higher valued cake since this is free of shell
particles. However, thess advantages are almost compensated by the considerably
higher production cost experienced by the new mill., Until 1967, it has not been
possible to recover any appreciable amount of the foreign exchange component (approxi-
mately 60%) in processing cost in the sales price for the cocoa products. Prsliminary
results of the government mill's operation in 1967 and anticipated results in 1968
show a slightly improved situation. 25% of the milling margin in 1967 and 50% in 1968,
i.a most of the foreign exchange component, appear to be covered by a more favorabls
butter—beans price ratio. However, a foreign exchange gain, the mai: motive of the
invesiment, is still out of sight. The question, if such gain will ever be yieldad by
the industry, is of great concern to the Government, which has td decide about furthsr
investiments into costly completion works on the third and biggest of the thres mills,
at Tenma, '

The Tema project includes a chocolate factory, a cube sugar plent and cocoa
storage silos for the storage of 200,000 tons cocoa beans., Total invesiment, when
completed, may rise well above 20 million Kﬁ. Works on the project appear to be 50%
complsted, Without & thorough technical and economic evaluation carried out by two in-
dependent internationally acknowledged consulitaents,* no further government funds should
be invested into 4khe project. Spscizl considsration should be given to the following
points:

¥ Baoh providing i-chnical, technological and economic expertiise,
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Technical :

the type, scale and technical standard of the milling equipment

" with regard to processing economys

the feasibility of the plant design with regard to produce flow
from arrival of beans to dispatch of productis;

the topographic feasibility of the project's location (waste water

and sewerage disposal);

Technological

1)

_2)

3)

1)

2)

3)

4)

the feasibility of cocosz storage in the plant's huge silos

(192 silos, each holding 1000 tons)

the feasibility of collection and transportation of oocoa‘gods
to Tema for the utilization of by-products dsrived from the pods,

the feasibility of cocoa beans fermenitation in silo storagse.

Economlc s

the past, present and prospective futurs trend of the dbutier/

beans price ratio in the international cocoa market, keeping in

mind the following approximate break-—even ratios for Ghana's
cocoa contversion plants:

e.g. cocoa beans butter/beans c.i.f. price ratio
at approximate brezk-sven points
£ 150 2.86 2.6% 2, T3%*
£ 200 - ‘ 2.7 2.5 2.6
£ 250 ii 2.8 2.44 2.52
£ 300 - 2453 2.4 2.46

* forelgn exchanga break-even ratio, pressbutter productlon
*% foreign exchange break—even ratio, expellsr—butter production

present and prospective future irends in the import duty-
(and other taxation) policy of consumer countries wlth regaxd
to cocoa beans and cocoa products;

the reason for a) an apparent higher milling-cost margin and
b) an apparent less favorable position with regard to low cost
cocoa supplies, as comparsd with mills in consumer countriess

the feasibility of speculative silo_storags for substiantial
paris of Ghana's cocoa cxop, undsr considsration of storage-
and capital cost, storage risk and losses of weight and
quality in storagsej ’



5)

6)

- 117 =

the impact of a potential changse, from colleotlgg fermented
beans to collecting the whole pods, on farm income and
national transport resources;

the feasibility of chocolate production for export, in view
of the fact that the Ghanaian market takes only a fraction
(approx. 10%)of the incorporated chocolate plant's output
at one-shift operation;j

the feasibility of cube sugar production at Tema, as an
independent side line of the project (ref. chapter 3,
"Sugar," page 49 of the present report, where cube sugar
manufacture by the Asutsuare sugar factory is recommended).

‘l’
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10. THE "INTERLOCKING FOOD COMPLEX"

This projecty as already mentioned in chapter 7, page 107, has entered its fifth
year still under construction. Approximately half of this time construction works
were suspended, due to pending financial negotiations with the supply coniractors and
industriel promotors responsible for the key=ready establishment and initial opsration
of the Complsx, Messrs, Drevici. The project is over—shadowsd by growing doudis on
part of the Government about its overall economic feasibility., To whatever agresment
the pending negotiations may lead, it is realized that the project in its half-ready
state suffers more corrosion and other losses with progressing time.

The project was started as a £ 5 mill, object, but,if completsed,might turn out
to be much more expensive, due to the over-long extended comstruction period.

Table 48 gives a projection of production capacities incorporated in the projsct
against the background of the domestic market for the supply of Taw materials and
the demand for the finished productis.

Table 47 : The "Interlockingz Food Complex™, Supply and Market Prospscis

raw material in ¢ o2 product in % of open*
requiremsnt available output domestic
supplies demand
'000 tons % 1900 t.
wheat mill 63 imp, 45 225 (450%%)
. fish cannery )
(incl, fish meal prod.) 30 200 15-20 250 (350)
oil mill for margarine and
other hardened fats 15 2000 6 1000 Elzoog
feed mill 30 500 30 2000 {3000
mill, cans
can making shop .o imp. 180 300 (400)

* i,e, after deducting supply capacities occupied by other
local producers.

## figures in brackets indicate the percentage based on a
demand aftsr deduction of a residual import shars which
is normally difficult to sudstitute,

The table indicates that the complex is unrsalistic in respect to it2 capacities
which in all sections regquire a maltiple of presently availabls domsstis supplies
. and open demand in order to bs utilized to a resasonable extent,

The wheat mill, heart piece of the complex, will have to share the Chanaian
market with iits lately introducedccumpeatitor, a foreign owned mill of similar capsacity
which started opesration in Fsbruary 1968. It is questionadble, if ths Govsrnment
should try to lst the two mills compsis for the limited domestioc market, thersby both
operatirg at h2lf of their capaciiy with the result of grsat losses in local and
forsign currsncgy., DBesidas, it can bse expecied tha’ ths goverrmeni product will havs
difficulty to obtzin an equal markst share, 8incs p&;’«cfneAshia and management of the
private mill is Lebansse, sharing the same nationality with the douinant group of
industrial bakers in the couniry (zsf., ochapter 7, page 106). The possidility of flour
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exportation at prices covering at least the foreign exchange component in production
~cost will hardly exist, by reasons explained already in chapter 7, page 107.

The fish cannery requires more raw material than total Tema herring landings as
estimated for 1971, Not more than half of these landings will be available for in-
dustrial demand, in view of the high demand of the traditional smoke-curing trade
(ref. chapter 2, page 41). The collection of herring catches from the scattered
canoe landing places along the Ghanaian coast for the cannery can hardly be feasible.
Since furthermore the domestic market for canned fish is far too limited for the
planned output, the much smaller "Tema Fish Complex", also under suspended construction,
appears to be the more realistic investment (ref. chapter 2, pa:e 40/41).

The oil utilization plant appears to have very little economic bagis, The si~-
tuation of the Ghanaian oil industry has been analyzed in chapter 5. Since copra
milling capacities are already over—expanded and groundnut mills orr the point of
closing down due to lack of supplies, (ref., chapter 5, page 79), there is no reason
to believe that this plant at Tema can be fed with domestic oil seed supplies to any
noteworthy extent. The promotor advocates plantation of sesame in the Accra plains,
but so far nothing has been achisved in this venture, The domestic market for hardsned
fats is extre::ly limited (annual average :importation in 1966/67 was only 1000 tons),
similarly in other countries in the region, While Ghana is not among the oil—exporting
countries, production of hardened fats for export should be out of question.

The feed mill is dependent on the by-products of the other sections. Its supply
problem features the low utilization prospects for their production capacities. ZEvan
at the low output resulting from such reduced supplies, the mill would already face
marketing difficulties. Imports of feed compounds 1961/66 varied between 2000 - TOCO
tons depending on the level of local agricultural prices (especially of maize) and
reached the low level of about 1500 tons in 1967, a year with plentiful maize supplies
throughout., During these years, a number of small private and State Farm mills have
been established on the basis of increased supplies of oil cakes, rice bran, grain
and offal fish., With the operation of the above mentioned competing wheat mill the
market for animal feed will soon be saturated., Export chances to neighbouring
countries are low, considering the comparatively high price level of domesiic raw
material,. '

The can-meking shop is depending on the demand of ths cannery, which at full
utilization would take about two=thirds of this section's output., The rest would be
free for the supply to other canneries., However, food-canning in gen@ral appears to
enjoy very little demand potential in Ghana (ref, chap. 1 page 18, chap. 2,page 41
and chap. 6,page 92).

Large new canneries with incorporated can-making shops are idling.

It appears, that ths challenge of potential cost and other advantages accruing
from the interrelation of various food- and by-product indusiries organized in one
technically complex super—plant have persuaded the planners of this Food Complex to
over—optimistic assumptions., Whether at the low utilization of capacities envisagsd
in the foregoing discussion, the benefits of the complex infrasiructure will
materialize or rather turn to undesirable overheads, can only be answered afier a
thorough study of the technical and technological specifications of the Complex,
which are at presen® no*t obtainabls.

The foregoing discussion may serve as an introduction to the problems faced
by this project. A thorough feasibility analysis by indspsndent consultants appears
hsrs a3 in the cass of the Tema Cocoa Complex urgently required, befors mors
government funds are invested,
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APPENDIX 1

livestock and (slaughter) Meat Trade Calculation
before and after devaluation, 1967 .

(Importation of Zebu cattle of good medium
weight, live 630 lbs., carcass 300 1lbs,)

1967 before deval, 1967 October
(amounts in brackets = Np. per 1b.)

Price at bordsr,

per head of cattle £29 = N 58 = 83
Export duty, Pugu £ 3=N 6 - 9
Import‘price, if paid in

Upper Volta currency on -
delivery at border £ 32 =8 64 - 92
Exporter's surcharge (for

uncertainty, time, incon-

venience and expense in-

volved in the official

exochange and transfex

procedure) £ 6=0X8¢ 12 (£ 1.8.-) = 4
Import price against Ghana .

currency, subject to offi-

cial exchange and transfer

procedure (4) £ 38 = NE 76#%%(33.8,-) = 96
Import duty : ¥ 6 6
Sales tax ¥ 10 10
Income tax N1 7
Transport, handling and

draal charges (Ghana) ¥£ 13 13
Death tool (and emergency

slaughter) 3% ¥ 3 2
Agent's commission (border

and Kumasi) . 2
Agent's commission (Accra) N 4 -
Exporter's (non-transferabdles)

allowance out of trade profit

at Kumasi Nﬂ 3 -
Purochase price for wholesals -

butcher §Z 127 135
Slaughter (and transpori) costs

and wholeszle butcher's profit

margin Nﬁ 7 5

Sourcss

financing

the dsva~

luation

effect.
N£

+ 28
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cont'd.: lLivestock and (slaughter) Meat Trade Calculation

before and after devaluation, 1967

{Inportation of Zebu cattle of good medium
weight, live 630 1lbs., carcass 300 1lbs.)

1967 befores deval,

1967 October  Sources

(amounts in brackets = Np. per 1b,) financing
the deva=—
luation
effect,

Ng
Bulk wholesale of by-products N¢ 20 20
Carcass wholesale price, Kumasi ¢ 114 (38) 120 (40)
per lb, meat equivalent (28% bones) (53) 5 (56)
retail margin (17 (4) =1
retail price per 1lb. bonsless meat,
Kumasi (Accra same price, livestock (60) (60)

transport cost Kumasi-accra borrs out
of retail margin.)

* estimatéd; :
** gee foot note to Table 1, para. 10, Memorandum;
##*% transferred is still £ 38, the difference probably financed by

agent's credit, in order to utilize the transfer quota to its

full extent.
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APPENDIX 2

Table 49 ¢ Bolgatanga Meat Factory : Crude Break-Down of Monthly Costa

salar. & wages
(other than management)

fuel

‘repaira & mainten,

Nagodi holding ranch

other expenses
(insurances, travel, etc.)

management

depreciation lorries
(2¥2 - 4 years)

depreciation plantlmach. & equipm.
(7 years)
depreciation buildings

(20 years)

interest on investment including
working capital (8 %)

incompletely staffed
and organized initial
operation at low output
(1961)
5
7,000
3,000
1,000
500
22000
16,500
3,000%#
19,500

4,500
000
Eﬁiﬁﬁﬁ
2,000

_8,000

39,000

projected cost at
full one-shift
utilization of
capacities
5f
11,000
9,000
6,000

= 2,500

ey

000
40,000

7,000

5,000
52,000

2,000

22000
63,000

® calculated costj; present management personnel is on grant by the

West German Government.
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N APPENDIX 2 (cont'd.)
Table 50 : Projected Break-even Slaughter Rates at Fully Established

Operational Franme,

-Suppositions :

A

a) cost estimates of Table 49;

; b) limitation of corned beef production to 500,000 cans per annum,
equivalent to a slaughter of about 200 steers per month: uss of
inferior forequarter cuts, fat and offal meat; thereby lowering
cost of fill and packing material to a level of approximately
40 Np.;

c) adjusiment of corned beef control price (retail) from 45 to
B min. 50 Np.;
d) meat price calculation as at present:
livestock input 28 Np./lb. carvass weight
allowance for processing costs 12 n n i* "
allowance for transport costs g n. w " "
selling commission 5 " " n "
wholesale (brutt) delivered
-+ in Ksi/Accra/Takoradi (50-56) 653 ® m . W
20 Np. allowances x 275 1lbs. (average carcass weight)
- = Nﬁ 55.= per slaughter
projected approx. break-sven additional total
cost of slaughter rate slaughter for slaughter
aE operation (meat production) corned beef
000 §g steers steers steers
: expense costs 36 650 200 ‘ 850
managenent 4
40 730 - 200 930
depreciation:
plant & transport 12 i
52 | 950 200 1150
depreciation buildingsa
& interest on
investment 11
63 1150 200 1350
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o APPENDIX

A comparison of refrigerated and live-weight transvport

(1) Investment in transport at Bolgatanga

I IT : IIT
P Type MAN 405 MAN 405 . MAN 405
Cattle lorry Refrigerated Truck/trailer
(with locally lorry with com-— with complete
built structures) plete body body imported
impor iad
i free Bolgatanga N¢ 9000 NZ 16000 ~K¢ 32000 :
chassis carrying 4.5-5 tons 4.5-5 tons 8 (?) tons
capacity
payload 4.5 4 (or less) 6-7 (?)
chilled:
loads experienced 12 cattle 12 carcassss 30 carcasses
= 3-3.5 tons " + some by-products + most by-products
. = 2-2.5 tons = 5.5-6 tons

(2) Cost comparison, live-weight and chilled transport

Chilled transport ‘Live—weight transport

e Life of truok/trai’er 3 year . Paga-Kumasi

Weekly trips to Accra Chargss per head
) = 150 x 1,200 miles = 180,000 miles
> Cost per trip 5
(with full load: 30 slaughtered animals)

Depreciation N¢ 210 g
Interest on investment 36 k

(10% : 2 = 5%)

Insurance, incl., load

and licence 80
Maintenance & repairs 100
Tyres 50
Fuel and lubricants 15
Driver and co-driver
Administration : _20 . Lorry transport N¢ 10,00
§¢ 591
- Death, emergsncy ) .
591 : 30 = N¢ 19.70 slaughter 3 3% 1.80
+ value loss of intest- 3.00 weight-loss max,
ines, etc, Loading & unloading -.60
N¢ 28.70 Council fee -.10
" Calculation of cost on Holding ground
trip to Kumasi 10 Np/day x 5 =450

= 2/3 of 23.70 - N¢ 19.00 N 13.00
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APPENDIX 4

Extract

from
"Plan of Extension of Plantations and Financial Estimate Covering
the Period 1967 (October) — 1971 (Feb,), Asutsuare Branch, S.S5,P.C,"

The calculated price per ton farmers! cane, deliverzd at factory,
has been changed from Nﬁ 6 to N¢ 7 in view of the present report's
recommendation, which is in the process of implementatioun.

Establishment expenses have been eliminated. Of the items "spares

& mainten." and "fuel & lubr.", which are not broken down with regard
to new establishment and re—sstablishment, only half the amounts
stated in the "Financial Estimates" have been included ip this
"extract" which reflects running plantatlon costs after completed
establishment.,

Premises, on which the "Financial Estimates™ have been bassd:

1)

2)
: 3)
4)

5)

cane yields : plantation 23 tons
: farmers' 25 "

sugar yield : 9% of canse

alcohol yield s 3% of molasses
labour productivity:

in re—~establishment cultivation : 0.4 acre/man-year

in harvesting operations 3 1.2 ton/man-day

sales value : »

sugar (refined) s 140/ton ( present prlce ex factory)
alcohol N¢ 1.60/g=11, " "

PLANTATION (6,800 acres under cultivation; last acreage planted by
Feb, 1970, total acreage harvested by Feb, 1971)
Wages permanent ladour N¢ 700,000
Wages harvest labour " 100,000
Salaries (managerial & technical staff) ™ 600,000
Spare parts & maintenance " 175,000
Fuel & lubricants " 290,000
Fertilizers & chemicals " 260,000
Bunning expend., on irrigation, etc. " 45,000
2,1701666
Permanent running expenses per ton cans " 14.50
" n n "o n gugar K£ 159.00
Sales value of molasses alcohol
par ton sugzr production " 31.00
128.360
Sales value of one ton sugar " 140.00
Sales income over agricultural running expens.
per ton sugar production " 12.00

x 14,040 tons = m 168,000
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$ APPENDIX 4 (cont'd.)

™

: 1210(11 FARMERS' SUPPLIES (4,800 acres under cultivation; last acreage planted

by Feb. 1970, harvested by Feb. 1971)

Price per ton delivered at factory §¢ 7.00
per ton sugar production " T7.00
Sales value of molass., alcohol " 31.00
n 728.00
Sales value of one ton sugar " 140.00
Sales income over cost of cane n 94,00
x 10,800 tons = §¥¢ 1,015,000
Sales %ncome over)running expenses g
plantation " 168,000
- factory running expenses 830,000
453,000

in % of total sales income
(¢ 4,245,000) 10.6 %

Discussion : While the positions "permanent labour" and "salaries" appear to bs

unusually high and ought to be lower by 1970/71 under the assumption of rising

productivity, the premise of 9% sugar yield from cane appears to be optimistic,
It is also uncertain, whether the whole output of alcohol can be sold at the
present inland market price of Nﬁ 1.60. E.g., while a saving of 25% on labor
and 33% on salaries would provide Nf 400,000, a short-fall of sugar yield by
0.5% (8.5 instead of 9%) and of average sales income from alcohol by 40 Np. per

) gallon would result in a loss of Nﬁ 415,000 in sale income., Advance cost price

calculations should not speculate on a more favorable relation of running ex-
penses to sales income than the one resulting from the "extract™ calculation,
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APPENDIX

Local Rice Processing,at Ejura

(contrivuted by E. Appiah-Danguah, Technical Assistant,

. Economics and Marketing Section, F.R.I.)

In Ejura rice is either pounded or milled. Before pounding or milling, the paddy
is parboiled. Parboiling consists of (i) soaking (ii) steaming and (iii) drying.

(i) Sosking : The quantity of paddy intended to be milled or pounded is
sosked in water. If the paddy is very dry,it is soaked for about two
days; if not,it is soaked for about a day. During soaking any
immature paddy floats on the surface of the water. This is collected
and thrown away.

(ii) Steaming : As soon as the fire is prepared,the steaming—pot (usnally a
big iron po:) is put on it. The paddy is elther removed from %z water
with a perforated aluminun pan or poured into a basket so that most of
the water could drzin off before it is finally put into the stsaming
pot on the fire, It is then covered with a sack in order that{ most of
the heat could be kept inside. As soon as the husk cracks, ths paddy
is removed for drying.

(iii) Drying : Where there is no tarpuline or big mat on which to dry the
steamed paddy, the ground is well swept to be used., The stezmsd paddy
is poured and thinly spread on the ground for drying, Direct sun is
avoided. When the steamed paddy is & bit dried, it is collected into
a bag and stored in a room or on a verzndzh for at lsast one ni_. % so
that the heat inside the bag will gradually dry the paddy. The next
morning it is either pounded or milled, A quickly and hastily dried
parboiled paddy often breaks into pieces when milled or pounded.

Home-pounding

This is the traditionzl method of removing the husk and bran-layers from
the rice. The parboiled paddy is put into a mortar and pounded with a pestile
till the husk and bran layers are removed from the rice. By winnowing the purse
rice is separated.

Home—-Pounding is to any larger extent practized only at harvest, when the
paddy is abundant, BRice intended for sale is almost a2ll millsd,

Milling

This is the use of power machinery for sepsrating the rice, When the
machine is sparked,; the parboiled paddy is put into the hopper through which
it passes into the mill where it is milled, Finally the rice drops inio a
pan on ths ground and it is collected,
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APPENDIX cont'd.

Where the mill cannot blow away the removed husk and bran-layers from
the rice, human labor is employed. At an open place, the milled rice is put

“in a big calabash or pan and lifted shoulder-high or above the head. From

this position the rice is allowed to drop carefully into another big pan or
calabash on the ground while the breeze is taking away husks and bran and
other foreign material. This act{ of winnowing is repeated for a number of
times till only clean rice is left. The rice got is again examined for the
removal of heavy foreign matier, which could not be taken by the wind.

Time schedule observed

soaking 24 - 48 hours

steaming 40 - 60 minutes, between 6 — 8,00 a.m.

drying 4 - 6 hours, between 7 a.me. — noon = €
pilling 25 minutes ' 9

winnowing 30 minutes

Rermarks A difference was observed at Bolgatanga, whers no soaking !

took plgce, but a mild steaming process of approximately
4 hours duration. )

I
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APPENDIX 6

Traditional 0il Extraction Tradse

Coconut 0il (place of observation: Esiama)

Mature nuts (in the husk) are bought in lots of 250 from farmers. They
are dehusked and split into pieces with the help of labourers and ground into
a trask at one of the universal village mills. Under frequent adding of cold
water the trash is squeezed by hand for 2 = 4 hours, the greater part of the
0il draining out with the water as a milky liquid., This is allowed to settle
over night. The oil is then skimmed off and thoroughly boiled (the husks
serving as fuel) in order to remove moisture., The washed-out trash is dumped
near the sea., The average yield of 250 nuts is one small drum containing 4 V4
gall. of oil. This presents an extraction rate of 41%.

cost of 250 nuts (2 Np. each) §¥¢ 5.00 ~
freight farm to processor " 0.20
dehusking and splitting " 0.25
milling charge " 0.40
freight to market (Takoradi) " 0.60%
" 6.45
wholesale price per drunm éTakoradi) n 8.20
processor's remuneration (2 women) ® 175

®* 6 drums at —~.40 + tradsr's fare 1.20

Groundnut 0il (places of cbservation: Attebudu, Bolgatanga)

A bag of 180 - 190 1bs. or part of a bag (in large pans of 60 - 65 1lbs)
.is bought from a trader in the local market. The nuts are thoroughly cleaned
and all bad ones picked out. They are then roasted, mixed with sand, in a
large iron bowl under continuous stirring. Subsequently, the dry skin is
removed by rolling under a stick, while spread on the ground, The skimmed
nuts are head-loaded to a mill where they are ground into a paste. The pro-
cessor is responsible to the miller for thorough cleaning of the mill befors
and after this operation. Normally processors group their milling tasks to save
on cleaning work. The paste is returned to the processor's compound whers it
is stirred in wooden mortars until most of the oil content is collected. Of the
remaining paste~cake some is formed into bigger balls, which are sold to be used
in the preparation of groundnut soup. MNMost of the cake, however, is formed
into small balls and/or rings, which are fried (or rather boileds, submerged in
a large pan filled with the o0il which had been exiracted from the ceke. This
process yields further extraction of o0il from the ca2ke, until the ozks is lefl
with an oil content of 16 — 22%. The small balls which have become rather firm
in consistence, are sold from house to house and in the markets by the proces—
sor along with her oil or by her children, Besides their oil content, they
contain 40 — 50% protein., Some guantities of kula and considerable amounts of
0il are sold wholesala for shipment to the scuth, The calculation below is
applying wholesale prices,

124.5 lbsg, groundnuts yielded
" oil = 40%
and 65 " kula = 52%
9,5 ™ weight loss can be accounted as moisturs loss,
bad nuts sorisd out, and wasts in procsssing.
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APPENDIX 6 cont'd.

cost of nuts ¥£ 10.75
transport " -,10
fire wood " -,20
milling charge " =50
pepper for kulsas " -,10
n JT1, 35
sale of oil §¥¢ 10,00 "
noon kula n 3.55§ 13465
processor's remunsration
(2 women, 1 young girl) Ng 2.00

Palm Kernel 0il (place of observation: village near Asgessewa) -

Kernels are collected from farms in the area, normally measured by
kerosine tins., They are fried in large iron pots with added oil
(1 bottle per kerosine tin). More oil is collected from the fried
nuts than has been added, The nuts are then carried to a wvillage mill
wher: they are ground into a2 trash., This trash is mixed with some water
and actively boiled ard stirred over an open fire for 3 - 4 hours,
Continuously oil mixed with water is skimmed off and small amounts of
water are added. Finally the remaining cake, at an oil content of
between 10 — 18%, is dumped in the forest. The milk is left to settle,
then skimmed and boiled to remove the moisture,

cost of 12 tins (each 32,5 1lbs, kernels) at Nf 1.55 §f 18.60

milling charge " 2,00

freight of 0il to Assessewa marketl = " -8
(incl. trader's fars)

§g 21,720
sale of 4V4 tins (each 37 1bs. oil) at Nf 5.60 = " 23,8
processor's remuneration n T340

(1 woman occupied for approx. 3 days,
incl. collection of kernels and fire wood)
157 1bs, o0il yield from 330 1lbs, kernels
= 40.3%

Palm (fruit) 0il (place of observation: village near Assessewa).

The processor, who is often owner of palms, has his'!aotory
(244 g211. drums mounted on mud-built ovens) established under the
shade of a tree in the foresi. If he can not collect sufficient fruit
from hia trees, neighbouring farmers will sell fruit to him. They
bring the bunches to the drums, whers ths nuis ars chopped off and
filled into the drums., Payment is made per filling, Some water is
added to the mits and thess are kept boiling for a numdar of hours,
The o0il is gkimmed off and more water is added, until most of ithe oil
is extracted from the fruit fiter. The processor is assisted by his
sons. The kernels in their hard shell have besn szsparated in courss
of the process, They are picked out of the remzining fibsr which is
used as fuel, The shell is cracked by the old women in the family,
a very time-iakingz work followed by the equally labourious separation
of kernels from the broksn shall,

-

i



- 131 -

cost of fruit (2 drums = 650 lbs.) = §£ 10,00

transport of 10 gall. oil (90 1bs.) to Assessewa = " —,60

" 70,80

sale of 10 gall, oil at NZ 1.50 = " 15,00

processor's remuneration (4 men) = " 4,40
kernel yield from 8 tins kernel in shell: 2 tins

kernel at Nf 1,40 = Nf 2.8

(keeping 4 old women occupied for 2 days)

90 1bs. o0il from 650 1bs. nuts = 14% extraction rate assuming
70 = 75% nuts in full bunch weight, the extraction rate of oil from
full bunch = 10%.
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