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Foreword

The Office of tle United States Trade Representative (USTR) works closelythatbd SAID

West Africa Trade Hub to facilitate trade between the United States and West Africa, and to
encourage countries ithe regionto better utilize the trade opportunities offered by the
African Growth and Opportunity Act (AGOA). AGOA was eted in May 2000 to expand
U.S-Sub-Saharan African trade and investment, encourage regional integration, and promote
economic growth by providg trade preferences to countries making progress in
implementing economic, legal, and human rightéorms. Under AGOA, eligible 8
Saharan African countries can export thousands of products to the United StatEeeduty
Nearly 6,500 products are caesb from apparel to automobiles and footwear to fruit. As a
result, almost 9% of African exports to the United States now enter dtgg either under
AGOA, the U.S. Generalized System of Preferences, or under -pratarence (normal
traderelations) zev rate of duty.

AGOA also provides a framework for technical assistance to help countries make the most of
trade preference3he West Africa Trade Huis funded by USAID to provide AGO#elated
training to individuals and to provide fintevel technical ssistance to West Africa
companies irthe following sectors shea, cashew, appgrélbome décor and accessorées
among others. In 2009, théSAID West Africa Trade Hubacilitated over $20 million in
exports and drew investments of morartt$1 million intowest Africa.

At a time when there are questions about exjgortgrowth and the benefits of trade for the
poorest countries in Africa, this new reportthye Trade Hulllustrates the broad eaomic

i mp a cnultiphier efféicd of export sales generategl West African producers of cashew,
shea, handavoven baskets and wood artisanal products. The report also illuminates the
critical factors impeding the growth of productive capacity and export competitiveness, such
as inadequate or high cost transport atiter infrastructure constraints, lack of access to
affordable credit and supply shortages of raw materials.

So the findngs in this study are importanthey assist us in measuring the economic impact
of export growth in the shea, cashew and home goodsrsen West Africa and contribute

to our understandingf the link between export growth and the economy, including
employment and incomes. The implications of this research are also significant for
policymakers, researchers and other experts in the éradielevelopment communities, and

for policies and programs that support trade and development in the West Africa region.

Florizelle B. Liser

Assistant United States Trade Representative for Africa
Office of the United States Trade Representative
Washingobn, D.C, USA

December 2010
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Executive Summary

The pressing challenge in development assistance programs is to make sure that donor efforts
give rise to meaningful and sustainable improvements in the livelihoods of the poor. The
African Growth andOpportunity Act (AGOA), which is Title 1 of the U.S. Trade and
Development Act of 20Q0seeks tcenhance global market access for African products
especially to the United Statédany development experts consider enhanced trade to be the
sine qua nomf job and income growth on the African continent.

Four sectors of the West African econodnypasket weaving, wood carving and furniture,
cashews, and sh&ahave received major attention through the USAIRStVAfrica Trade

Hub. This report documents the beneficianpacts on poor West African households
atributable to increased out@utsale® of these sectors. Estimates of employment and
household income are reflections of gteuctural attributes of West African economies. The
employment and regional householdd o me mul t i pl i ers reported h
effects in West Africa when cashew or shea farmers, or basket makers and wood carvers,
increase their sales for export markets in the United States and Europe. We see here
important information on #hlivelihoods of some of the pooresbuseholds in West Africa.

Of greaterimportance, two sectors discussed Bebasket weaving and shea produafion

are the exclusive province of women.

The study reveals thancome multipliers in West Africa lie between58 and 2.8. This
means that $1,000 of sales obasket maker, a woocarver,a cashew farmer, or a shea
farmer (important household income its own righ) producesadditional household income

in the local econompf between $580 and $1,430, dependingthe product and conditions

of the local economy. Employment (job creation) is more difficult to measure for agricultural
households since farmers work all of the time on a wide range of enterprises (cash crops,
food crops, livestock, etc.). Despite teosmpirical difficulties, employment multipliers
reported here indicate thiatr $1,0000f salespetween 00 and160 jobs aresupportedn the

local economies wheredke sales occufThese areurrentjobs per $1,000 of sales each

of the four sectors.If the production of these sectors could be increased by $1,000 it is
reasonable to suggest that jobs in Westcafivould increase accordingly.

One unfortunate aspect of the current economic structure leads to enormous losses in
household income in theegion. This lost value added arises because approximately 95% of
total production ofcashew nuts escape or i | eVdekt Africa ot prooessing in

India and ViethamThe study shows that if just 75% of current exports of raw cashew nuts
could be pocessed in West Africa, the resulting household incomes would rietemtire

export valueof raw cashew nuts in 2008 his demonstrates the importance of adding value

in West Afica.

There are important loagin benefits to be realized by the preseata large and robust
processing industry for cashew. We could expect to see beneficial effects on producer prices
as processors bid for highguality nuts, and the processors could be expected to collaborate
with cashew farmers to upgrade nut qualitywasl as total yields. It is too soon to tell if
greater processing potential would lead to lbegn contracts between growers and
processors, but that should not be ruled out.

Unfortunately, the promise of increased production and exports is often foiled by policies and
general circumstances in the economies under study. One of the major benefits of a program
such as that of the West Africa Trade Hub is that it helg®tmectproducers in West Africa

to the global market economWhen producers in West Africa engage the global market, not
only do they have a chance to sell their commodities in that market, but they receive essential
feedback concerning the quality of their puot and its cost vigvis producers of similar
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products elsewhere in the world. This information then permits West African producers to
refine quality and production costs in order to compete in the global economy. In this way,
exports to the global emomy are a means whereby the economies of West Africa can be
Aupgradedo t o aldustamablencoenegrotwth over tintevEnglaging the
global economy enhancesonomic coherencd home.

The reportdocuments the important role of the West édriTrade Hub in overcoming many
of the longstanding barriers torgater exports from the regiomhis is especially important

in light of the persistent headwisadecently faced by producerd/est African handraft
exports havesuffered since a peak in @D. Intense competition from Vietnam has been
extrenely hard on the basket sect@ood products also suffer from the global recession that
began in 2007A more encouraging finding is thadtal exports of shea and cashew have
increased over theecentpast and the outlook remains somewhat positive.

Because the global recession has hurt exports from West Africa, development assistance to
the region is even more important now than it was WhBQOA was created in 2000. These
systemic problems in WesAfrica have precluded the region from enjoying all of the
potential advantagesf exportpromotion activities.

Wood carvers and furniture makers are stifled by poor production facilities, indifferent
management, and lack of dgsiinput from target market€ashev farmersface persistent

low prices thatthreatenthe continuedprotection and erdancement of their cashew treds.
pricesremainlow farmers will face pressure to remove this important tree crop and replace it
with some other enterprise pramg highereconomic returnsSoil erosion and degraded
microhabitats would surely followery low prices for shea mean that women have little
incentive to collect and process this free gift of natitereover, seasonahbor shortages in
Mali and Burkina Faso meahat approximately onbalf of annual shea nut production falls

to the ground and rots before it can be collectéigher shea prices would reverse this
ominous trend.

The transport sector stands as the single most important hindrance to enhanced exports.
Transport costs and delays at frequent checkpoints are among the worst in theTterld.
research shows that a 10% reduction in transport costs in Ghana could bi28¢ mdrease

in the farmgate price to cashew producers. For shea nuts coming frorakeam reduction

in transport costs of 10% could bring #% increase in shea prices to women producers in
Mali.

Producers face shettrm interest rates of up t80% A.P.R. Supply shortages of straw
threaten the basketaking activities of extremely poevomen in one of the poorest regions

of Ghana.This reflects the doubledged nature of globalizatioBasket makers in Vietnam
have enjoyed the benefits ofdustriats c al e manuf acturing o.f Ghan
Government programs thepeovide lowcost credit, hey help solve problems in the supply
chain for straw, andhey assure¢hat transportation facilities are conducive to the movement
of straw and the final producthis is an example of how comparative advantage can be
createdand further enhacedthrough coherent policies by governmerkkere is no reason
why West African governments cannot follow a similar path to support industries like basket
making.If they do nothing, all of the best efforts of the international donor community will
havelittle effect.
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Introduction

The African Growth and Opportunity AcC{AGOA) is Title | of the U.S. Trade and
Development Act of 20Q0the purpose of which is to offer incentives for enhanced trade
between particular African cmtries and the United StateBrograms to enhance global
market access for African products can be understood as part of an effort to stimulate new
jobs and incomes in Africa through the augmentation of exports. Many development experts
consider enhanced trade to be #ige qua norof job and income growth on th&frican
continent.

Important program support to make sure that the benefits of AGOA are realized comes
through efforts to promote African products in U.S. markatsito improve the efficiency of
value chains that generatese products.

This reportconcerns four sectors of the West African economy that figure prominently in the
programmatic portfolio ofhe USAID West Africa Trade Hullbasket weaving, wood carving

and furniture, cashews, and shea. The specific subjethi®freport is to summarize a
research endeavor devoted to the estimation of the multiplier effect of increased exports on
jobs and incomes in West Afridawith emphasis omurkina Faso, Ghana, and Mali. The
endeavor led tahe derivation and application ofultipliers that document the impacts on
livelihoods of some of the pooreBbuseholds in West Africa. Of equal importance, two
sectors discussed hérdasket weaving and shea produabicare the exclusive province of
women.

The first part of the report ildduces and explairtbe concept of a value chain. The second
part discuses empbyment and incomenultipliers. The final part analygs the economic
implications of production and exports feach of the four sectaisbasketswood carving,
cashew, and shdaas part of assessing the impacts of trade preference and capacity building
programs.

The studies reported here are based on extensive field research carried out in early 2010.
Approximately 85 questionnaires were administered to women shea producéng in
Koulikoro district of Mali. For cashew farmers, 80 questionnaires were administered in
February 2010, and another 67 in April, in thest enral regionof Ghana.ln addition,
cooperatives and associations were sampled to gain a more complete picttire
procesing of these two commoditieSeveral commercial cashew and sheadpcers were

also interviewedFor the handrafts sector, 118 women basket makers were interviewed in
the immediate vicinity of Bolgatanga, and 116 wood carvers/furnitureersakvere
interviewed in the immediate region of Kumasi.

! The individual reports producdsy University of Ghana, Legon, on income generation in the basket and wood
products sectors, and the cashew sectors, are set out in Appendices IV and V respectively in the consolidated
version of this report.
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1. Value Chains and Multipliers
A. The Value Chain

The concept of a valu@r commodity)chain refers tahe distinct junctures as a commodity
moves from itgnitial production (or creatiortp its utimate purchaséy the consumer.

Each of thesgunctures represesifa transfer of ownershipThis tranger of ownership does
not automaticallyentail anyfivalue addedat one (or more) of thoganctures. For instance,
when a cashew farmer sells raw cashew nutsttader,the ownership of those nuts changes
immediately, but they are still the same raw cashew nuts untilttader moves them to

another locatio® therebygiving them whatconomissc a | | i s p&Vbeathewrader!l i t vy
sells the nuts to a cashew processeovnership changes once again. Trelerhas fnadded
valueo tomotvifgpehemt sobyg processor, and the pro

changing the nature of the nutsdatingvy h at we c al | Wherftleerproceashas | i t y O
finished with themthe nuts can be sold to an exporter (a market transaabiothle processor

can choose to exportthe ndits her eby keeping the fAtransactio
the pocessor transfers the nuts from #wount othe processing division to tlacountof

the marketing divisionPAnew el ement of fispace utilityo is
processor to export termingks a product moves along the value chaimueber of other

firms play an important supporting role. Examples would be the transport sector,
communications, insurancteiel and tires, banking, and legal services.

The concept of a value chain is illustrated below throughdslkeaommodity of extreme
importance to women in much of West Afrifeigure1.1).? Figurel.1depictsincome flows
to village women whgroduceshea and then sell the nuts é&xport orfor retail sales within
West Africa.

2 A focus on shea reveals one of the more complex value chains in West Africa.
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Figure 1.1: The flow of income to village women

How Money Flows to Women Producers

Retail Sales J

Y
Processors )—t 4> Trader | sa - Cooperative

-

G ii )

Women

g

Figure 1.1 showshree dfferent types of income flowd=irst, the dashed line between the
village (here consisting of individual family compnds and the local market) and
cooperatives reflects the unclear nature of the economic transaction between women as
producers of shea kernels and butter, and those same women as memberal of loc
associations/cooperativeslhis particular juncture is nola | way s a regul ar
transactiono wher e o0 wemberssohdgogperatiiesaoftgnereceivéha nd s .
variety of payments for their shea kernels, and their contribution of labor to the do@pisra
often hard to measure.

The other dashed line iRigure 1.1 connects processors to exporters. The line is dashed
because the exact nature of these two activities is difficult to discern. That is, processors are
often exporters. The other arrows depict tangible market transaciibedinal pathway in
Figurel.1is the doubldined arrow highlighting the dominant trajectory of money flowing
from the export market back to the villages. It is this income stream that is of the greatest
importance to the rolef exportsin the West Afrcan economy

10
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B. Employment and Income Multipliers

Figure 1.2showsall of the participants in the value chain except the final consisagra

foreign buyer) Explanation of the multiplier is best understood if we folltwe expenditures

of this consuner to acquireshea nutss that moneworks its way © variousparticipants in

the value chain who then, in order to carry out their function, must purchase a range of goods
and services from others in West Africa (or, perhaps import certain items intoAfiies).

This subsequergpending on wages and salaries, on gasoline, on benches, on sacks and other
packaging, on labels for retail sales, on lawyers and credit, on telephone calls, on tires and
various bribes along theplhieghwafyf,ecitd prfe csiasl
consumed of which the export market is the most importafigure 1.2 offers a graphical
depiction of this proces€ach shaded box contains firms or individuals who may provide
goods or services to the box aboveTihe multiplier captures the idea that those firms or
individuals will then purchase other goods and services, thereby continuing to move their
original income through the local economy.

Figure 1.2: Tracing the multipliers

Tracmg the Multlpllers

where the mc

J [ Retail Sales J

|

Trucks, sacks, Trucks, sacks, Rent, packaging,
scales, gasoline, scales, gasoling, sales staff,
telephones, telephones, utilities, trucks,
credit, lawyers, credit, lawyers, credit, lawyers,
affice staff, rent. office staff, rent, telephones,

Processors | | Traders | | Cooperatives | | Women |

| } } |

Buildings, Trucks, Buildings, trucks, Food, clothes,
trucks, carts, sacks, scales, carts, electricity, school fees,
electricity, gasoline, gasoline, sacks, cooking pots,
gasaline, sacks, telephones, pans, tahles, drying rakes,
pans, tables, wages. benches, wood, sacks.
benches, trolleys, haulage,

wages, trolleys, staff wages, rent.

haulage, rent.

There argwo nultipliers of particular interesthe employment multiplieand theregional
income multiplier.The mathematical derivation of these multipliers is shown in Appesdi
and II. In Table 1.1 we see a formal descriptioreath type ofnultiplier. These basic ideas
will be elaborated in thepecificcontext of each sector.

11
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Table 1.1: The employment and income multipliers

Type of Multiplier What it Measures

Indicates that for every dollar of sales of the sector under study, a certain number of jobs
Employment are created. An employment multiplier of 0.05 indicates that for every $100 of output of a
Multiplier sector (wood, baskets, cashews, shea) 5 jobs are made possible. This number of jobs
includes those in the sector under study, as well as related jobs elsewhere.

Indicates that for every dollar of sales of the sector under study, this much household
Regional Income income is created in the local economy. A regional income multiplier of 1.3 indicates that
Multiplier sales of $100 from a sector of interest (wood, baskets, cashews, shea), an additional $30
of household income will be created in the local economy.

It is important to keep in mind
several aspects of the multiplier
in Table 1.1. First, the value for ERUELEEEIEEE S R
the employment multipliers |
depends on the nature of the PRODUCER  soisbaskstsso INTERNATIONAL
production procesof the industry o
under study.If a product has
many steps involving a number of )
different skills, the creation and [=zee e ®ga)

eventual sale of that product will 2 / l \
give rise to a larger number of

jobsd have a leger employment \ . Some meney s spenton o
. . . . . - = oducts 3 “w Grass and
multiplierd than if it is a rather I' Q) {:3 ﬁ 2 Oyes are puschase for the basket

s|mp|e manufacturmg process weaving company whie food and
involving ~very few people. et NG i e ool e

Second, if the industry is highly N swe or spend money camed
mechanized then there will be few

¥ Y 4
people attending to the various P F — et
steps of production and the I“ulol\ e P penc

employment multiplier will be :

lower than if the industry is more

labor intensive. Third, if many of . ' .

the necessary inputs to the

industry  (the  sector) are I L3 ¢ ﬁ

purchased locally, and if those e

firms supplying the requisite

inputs are highly mechanized then

the employment multipliersill be lower than if those supply firms are highly labor
intensive. Finally, if necessary inputs are imported into the local economy from elsewhere

(say imported from abroad) then the employment multipliers will be lower than if those
inputs are locallysupplied.

Figure 1.3: The multiplier effect

clothes are bought for the family

Hess

reding

the local economy

The same logic applies tbe regional income multipliekVhen products are sold this brings
income intothe firm. Some of that income will be spent to acquire necessary productive
input® see the previous paragraghme will be paid @ workers a wages and salariesnd

some will be retained by the owner thie firm as household incom&he regional income
multiplier reveals the effects of subsequent rounds of spending by those who tbceive
initial household incomdf most of those earningare spent locally then the regional income
multiplier will be larger than if that household income is devoted to items from elsewhere and
A1 mp o r o¢tkedoocal (regianal) economy.

12
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2. The Multipliers
A. The Basket Sector

The basket sector in Ghana s Iéllgurez.l:TheflowofBoIgabaskets

traditional handcraft activity
concentrated in the dry areas of tHEEESREEIELER TS
Upper East region around Bolgatanga.

Baskets are produced in other regions as

welld with each ara having its distinct ;o T )
. | - = Bolgatanga
colors and designs. The Bolgatanga \ SN
Basket Weavers Cooperative Club - ‘ Y
includes approximately 1,000 members. : . [
. . Grass is harvested # d y
Women dominate the production of and transported , ,
3 prOfEiers : 5 are m
baskets and other woven products (hats, , - [ loaded onmcis
H H oy ¥ tned to Tema pord
fans, mats), while men dominate ’ cestnedto femapet
marketing and transpottan activities. | _ o
The production from this region goes to I 5 P!
other parts of Ghana as well as to Jf ' '.
Europe and the United Statéantwi- A . Ve
Asare and Rahaman, 2010 " '
: - / | tousandtonope
The employment and income multipliers Kumasi " \
for basket making in Bolgatanga are \ ’-l\
shown in Table 2.1. N W
Y _\L
L 5
s g 3 oy,
Table 2.1: Multipliers for baskets in Bolgatanga
Type of Multiplier What it Measures Multiplier
Employment For $1,000 of sales of baskets in Bolgatanga the multiplier indicates 0.016
Multiplier that 160 jobs will be created in the local economy. ’

For $1.00 of income from the sale of baskets by women producers,
an additional $0.58 of household income will be created in the local 1.58
economy.

Regional Income
Multiplier

Source: Antwi-Asare and Rahaman, 2010.

It is difficult to generalize about the employment multiplier, but tkgional income
multiplier is fairly typical of remote rural regions of Afri¢Bell and Hazell, 1982Delgado,
Hopkins, and Kelly, 19984aggblade, Hammer, and Hazell, 1989, 1991
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B. The Wood Sector

The wood sector in Ghana repressithe fourth largest source of foreign exchange during
several recent periods (2003, 2006). Data for 2003 suggest that wood carving and furniture
making accounted for 39,000 jqobsf which 7,000 were lod¢ad in the Ashanti regiorA
much | arge number of people are employed
the harvesting of wood occurs throughout the forested regions in therodele portions of

the country (BrongAhafo, Ashanti, Easterregiong, the bulk of the carving occurs in the
Kumasi suburb of Ahwia, and the majority of furniture making occurs in the Kumasi suburb
of Anloga.The estimate@mployment and regional income multipliers fobe wood sector in
Ashanti are presented in Bla 2.2.

Table 2.2: Multipliers for the wood sector in Ashanti Region

Type of Multiplier What it Measures Multiplier
Employment For $1,000 of sales of wood products in the Ashanti region, 100 jobs 0.054
Multiplier will be created in the region. )

For $1.00 of income from the sale of wood products from the Ashanti
region, an additional $1.15 of household income will be created inthe | 2.15
local economy.

Regional Income
Multiplier

Source: Antwi-Asare and Rahaman, 2010.
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C. The Cashew Sector

Cashew is anmportant agreforestry crop in West AfricdTable 2.3) For this study the
research watcused specifically on cashews in Ghana.

The cultivation d cashew in Ghana gracticed by approximately 60,000 small farmers on an

area of about 60,000 hectarBath numbers are often difficult to verify because, as with all

tree crops, there are no annual data on new plantings or area harvested. Accurate production
figures are likewise difficult to obtain. The Ghana Shippers A u t {foomerlytGhana

S hi p p@®uncs)@Epods a solid upward trend in cashew exports (T2d)ebut it must be

kept in mind that there are large quantities of raw cashew nuts entering Ghanadiem C

dol voire so Rhcannd letcarelated with produation in Ghana. Gitle

continuing difficulties inCoéted 6 1 voi r e, it i's possible that
exports reported in Tab4 are in fact cros®order shipments coming fro@dted 6 1 voi r e t
Tema.

Figure 2.2: Cashew production zones in Céte d'lvoire, Burkina Faso and Ghana

Cashew Production Zones

Burkina 1 MNIGER

Miarmey

BURKINA FASD
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___cb_ w _

o .-'-""'..- -
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| ~SanPadre - s

-
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Table 2.3: Cashews in West Africa

Raw nut Number of Processing MT processed Avg. kernel
production processors capacity MT in 2006 price/kg ($)
MT* Large Small supermarkets
Benin 45,000 1 5 1,730 30-50 $13.34
Burkina Faso < 15,000 1 2 2,000 500 $12.01
Cote d’lvoire 200,000 2 3 10,100 > 5,000 $20.22
Ghana 15,000 0 10 530 350 $20.70
The Gambia < 5,000 0 1 - - $20.37
Guinea-Bissau 100,000 3 26 4,080 - $12.18
Mali < 5,000 0 0 - - $9.96
Nigeria 70,000 6 3 23,600 14,750 $17.69
Senegal 15,000 0 15 350 - $16.94
Togo < 5,000 0 1 80 80 $16.36
Total < 475,000 13 66 42,470 $15.98
* Mo official statistics exist for raw nut production in any of these countries. These numbers are estimates based
on recent studies and interviews with traders.

USAI D6s West Africa Trade Hub, 2007.

Despite these data problems, it is clear that cashew farming is an important contributor to
agriculturalproduction and emplogent in Ghana. Approximately 60%f the formal and
informal work force is engaged in agriculture ahd sectolaccounts for about 36 of total

GDP (Kwadzo and Kuwornu, 20)0 Throughout the 1970s and 198Q=griculture
contributed oer 60%o0f total export earnings. The decline in cocoa exports in recent years
has reduced that shaweer the past several decades.

Table 2.4: Recent trends in Ghana cashew exports

Table 1: Ghana | Quantity of Total Ghana Value of ééeéa.?:ma
Cashew Export Cashew Exports E)_(p_orts (US$ Cashew Exports Price
2003- 2006 Year | (MT) Millions) (US$ Millions) (US$/MT)
Yr 2003 31,335 3,101.44 15.67 500

Yr 2004 38,181 3,486.94 21.00 550

Yr 2005 40,992 3,868.59 28.69 700

Yr 2006 47,962 5,062.78 23.98 500

Source: Ghana Shippers Council; World Bank, 2008.
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Table 25 shows theemployment and income multipliers for cashew production in Central
Ghana

Table 2.5: Cashew multipliers

Type of Multiplier What it Measures Multiplier
Employment For $1,000 in cashew sales by farmers, 120 jobs are created in the 0.12
Multiplier central Ghana region. ’
Regional Income For $1.00 of farm income from the sale of cashews, an additional 243
Multiplier $1.43 of household income will be created in the local economy. )

Source: Kwadzo and Kuwornu, 2010.

The multipliers in Table 3. can be used talemonstratethe profound economic loss
attributable to the absencelafge scalecashew processing in West Afrita.

While approximately 9-95% of cashew production in West Africa is exported as raw
kernels, there is some local processiagied on bysmallcooperativesand therareseveral
commercial processomperating in the regiori.he small scale of this local processing meant
that its €onomic effects would not be detectable through normal multiplier calculations so
some improvisation was required. The purpose of this exercise is to derive a basis for
estimating the possible economic efféctoth jobs and incomésin West Africa from
efforts to augmenlocal processing of cashewihe possible gains that might arise from the
expansion of progssing capacity in West Africa are significant.

In order toderive the basis for these estimates, it was necessary to collect datafranof

the commercial cashew processors operating in West Afiacaletermine the nature and
extent of their costsHowever, this would require access to proprietary informatian.
obtain the necessary data without compromising the confidentialitlyeofew firms inthe
sample, aquestionnaire formatvas developed using muméraire* A discussion of the
sampling method will reveal important insights into the nature of economic benefits arising
from processing activities. That is, every dollar of expenditure by aepsot firm
represents income to an individual or a company in West Africa. Looked at in this e@st, a

to a processing firm imcometo someone.

In the surveycommercial processomsere askedo set the total cost of raw cashew nuts
purchased from farmers in 2009 equal to 100. This beconmesn@raire Then they were

asked to consider all of their other costs, by category, and to indicate the ratio of those costs
to thenuméraire(total cost ofcashew purchases). Firm accountants then cowhplaee 2009
processing costs (by category) to their known cost of purchasing raw nuts. Their expenses
were therefore in terms of these costs in relation tantimeéaire (100). For instance, if they
spent$500,000 to purchase raw cashew nuts, and they §6606t0000n labor costs, they

would report costs of labor as 1.2. If their transport costs $@&08,000 they would report

0.60 for that category. In this way an estimate ofigouscategories of thie processing
costscould be constructed without the need to know confidential information about their
businesses.

3 There are a number of very small local cooperatives engaged in processing but data limitations preclude the detailed
calculations to be pursued here.
4 A numéraire is a basic standard by which values are measured.
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Recall that our interest here is not in a single firm but injobs andhousehold incone
generated by the processing of cash&able 2.6 represents an average for tiveo firms
interviewed.

Table 2.6: Expenditures by commercial cashew processors, 2009

For $1,000 nut purchases Amount Income to:
Commissions $105 Buyers

Haulage $40 Transport firms
Wages $595 Hourly workers

Mgmt and supervision $122 Managers and supervisors
Supplies $650 Suppliers

Testing $8 Laboratories
Miscellaneous $160

Conveyance $48 Conveyance firms
Telecommunications $20 Telecom firms
Postage $60 Firms and government
Meetings $1 Organizers and hosts
Processing leases $105 Agents

Warehousing $25 Warehouses

Office expenses $35 Supply firms
Depreciation $125

TOTAL $2,099

Table 2.6showstotal expenditures in West Africa of $3,093f that amount, $1,000 goes to
cashew farmers, arttie remaining $2,099 goes to other firms as well as to thkemowho
process the cashewBhe export value of these processed cashews is obviously greater than
the $3,099 of costs embodied in Table 2ow much greater is not of any great interest
here though it will show up in national ststtics on total export value§Vhat matters is how
much money remains in West Africa from the processing of raw cashew nuts.

The expenditures in Table®are ofthreetypes.Some of those expenditures represtrgct

payments to households, which amsideedtobe fAdi rect i ncome gener a
A second category is calledi ndi r ect i nc o metend &nbe rservicéesn g, 0
purchased by the processors in which local hiredrlas an important congment.The third

category is for materials and supplies in which local household incomes are a minor part of

total costs to the processor$he first categoy idi r e ct i ncadnseof gener
immediate interesiThese arseparated out of Table&and shavn in Table 27.
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Table 2.7: Specific labor costs of cashew processing

Direct Income Generating Per $1,000 Recipients
Commissions $105 Buyers

Wages $595 Workers

Mgt & Supervision $122 Managers & Supervisors
Sub Total $822

. L . Figure 2.3: Value of Ghana's processed cashew exports
The implication of the data in Table72.

lies in the fact that for every1,000 of Value of Ghana's processed cashew exports
cashews sold to processer$322 was
spent by these processors on commissions,

wages, and costs for management and 30 700 USD/MT
supervision. This reprsents direct

household incomeKnowing this, we can = *

apply the regional income multiplieof c ek
2.43in Table 25 to infer that every $00 2 *°[

of househal income earned in the = . 500 USDIMT
processing sector will give rise tan =

additional $1.43 of householdincome in - I

the local economy. g

Extending the analysisfurther, field 3

research in February 2010 suggests that .

the average farrgate price of raw cashew
nuts was GHC 0.44 per kilogram (GHC
440 per MT) (Kwadzo and Kuwornu,rigure 2.4: Quantity of Ghana's cashew exports

2010. Thisis equivalent to $0.31 per kg. ) ;

Thus, $1,000 of expenditures would bring
apprximately 3.23 MT of raw cashew

nuts to a processing facilityThe labor 50,000 —
costs of this quantity would b&822

which would give rise to an additional 40,000

household income &1,175. "

3
In 2006, total cashew exports are?®s; 30000
estimated to have een 47,962 MT, .

- U

approximat®y 95% of which wes exported T~ 20,000
without processindf 75%of that quantiy g%
were to undergo processingrior to E°
export, it would have brougt85,971 MT ~ — 10000
into processing facilities. We know from

above that for ever$.23 MT there is$822 0
of direct household irmme’ and an

additional multiplier effect 0$1,17% for a total 0f$1,997

5 Christian Dahm, of the African Cashew Alliance and the USAID West Africa Trade Hub indicates than an industry norm is that
300 workers can process 1,000 MT per yeard or 3.33 MT per worker. It is also reported that cutters in a processing facility can
receive annual incomes of approximately $1,333. We see that approaching this estimation from two different perspectives
yields quite consistent estimates.
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The processing of this additior$,971 MTof cashew would therefore create new income of
$22,240,589 [35,971 3.23 = 11,137, and (11,137)($1,997)$22,240,589] It may be
noticed that being able to process j&sbf the 2006 cashew crop would have produced new
household incomes that are almost identical toetitee export valuef raw cashew nuts in
2006(see Table 2.4)

Figure 2.5: How Africa loses the economic potential of cashew

How Africa loses the econemic potential of cashew

Labar [_l-:l_" Hair Product
<10% of raw cashew t o Lﬂ—\
: -';'—..I'
nuts are processed in
West Africa +, - Chothes A
J

“ o pnomy
T
] |

Up to 90% of raw
cashew nuts are
exported to be
processed outside
of West Africa
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D. The Shea Sector

The importance of shea production in West Africa is found in the facshieat production is

an activity engaged in almost exclusively by women. Since women controblibetion of

shea fruits across the vast expanses of Wes
shea kernels to local traders, or if they decide to convert some shea kernels into butter,
women perform the arduous task of processing nuts intertiot their own use, or for sale

to exporters (who will likely further refine the buttérffhea produces .fwWo me n
According to a recent paper:

African shea butter is becoming increasingly familiar in the West. This vegetal oil has
emerged fronobscurity to prominence as a faite ingredient in natural lines of cosmetics.

Over the past fifteen years, shiear karité as it is known in French has become the focus

of many development initiatives because it is one of the few economic commadities

region under the control of women. Part ofileere feminine(a female commodity chain),

shea has long been collected, processed and traded by women. The current global market
demand extends the shea commodity chain, linking African women prodocevestern

female consumen&lias and Carney, 2007, p.)37

Figure 2.6: The African Shea Belt

Shea Production Zone in West Africa

(Source: Elias and Carney, 2007, p. 38.)
The shea treeVftellara paradoxa is found in a longharrow swath approximately 600 km

wide and5,000 km long across northermulSaharan Africa, encompassi2§ countries
from Senegal in the west to Sudan and Uganda (and a small corner of Ethiopia) in the east
(Figure 2.6).” The shea fruit has a variety age$ fruit pulp, the nut is used for eating,

6 The process of making butter, by hand, from raw shea nuts is not something to be undertaken lightly. It is estimated that

approximately 50 kg of shea nuts requires 29 hours of labor to yield 4 kg of butter (FAO, 2004).

7 Subspecies paradoxa occurs in the western range of the shea belt covering 20 countries: Benin, Burkina Faso, Cameroon,

Central African Republic, Chad, Céte d 61 voi r e, Democratic Republic of Congo, Et hi opi
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extraction of cooking oil, and for the manufacture of edible butter and cosmetics. The shea
belt is said to contain over 500 million trees across this-geiohistrip of Africa. In West
Africa, the primary exprt market for shea butter is as a substitute for cocoa dutecoa

Butter Equivalent (CBE in the making of chocolate and various confections. A second
export marked much smaller in volume but not in vatués for shea butter used in
cosmetics. A third eport market is for pharmaceuticals and edible @&esris, et al., 2001

Calculation of the regional income multiplier proceeds as for basket making in Bolgatanga,
wood productsn Ashanti region, and cashewBhe regional income multiplier for shea
production in Koulikoio, Mali is shown in Table 2.8.

Table 2.8: Regional income multiplier for shea in Koulikoro

Type of Multiplier What it Measures Multiplier
Regional Income For $1.00 of farm income from the sale of shea nuts in Mali, an additional 158
Multiplier $0.58 of household income will be created in the local economy. ’

This multiplier value is similar to that obtained fbasket production in Bolgatang&iven

the nature of basket making and the production of shea nuts, this is to be expected. Both
activities represent paitime activities for farm women taking place in remote rural
economies witltonsiderabldéi | e a kbg whe&ecldwe mean these economiesarqui t e fAope
in terms & economic activityln practical terms, this means that thék of items that might

be purchased with the income earned from selling baskets or shea nuts must be imported into
Bolgatanga or Koulikoro and hence less of this spendemains in the local economy to
stimulate yet further sales @household income).

The value chain for shea is somewhat more diverse than for cashewitirgddsidicult, with
the data at hand, to capture thll diversity of that activity.Data forthe artisanal production
of shea butter for export was not availaldata for the industrial extraction of shea vias
and thatis reported hereAs with cashew, commercialkr@cessors were asked &stimate
processing costs per $1,000 of purchases e# stuts from farmerslable 2.9 depictsthe
results of this allocation.

Bissau, Mali, Niger, Nigeria, Senegal, Sierra Leone, Sudan, Togo and Uganda. Subspecies nilotica occupies the eastern range
and is found in four countries: Democratic Republic of Congo, Ethiopia, Sudan, and Uganda (FAO, 2004, pp. 52-53).
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Table 2.9: Processor expenditures per $1,000 of shea purchases

For $1,000 Amount Income to:
Commissions $ 8 Buyers

Haulage $71 Transport firms
Wages $ 66 Hourly workers
Management & Supervision $ 16 Managers & supervisors
Supplies $ 6 Suppliers

Forwarding $ 14 Agents

Testing $ 5 Laboratories
Miscellaneous $189

Telecoms $ 7 Telecoms firms
Postage $ 5 Firms and government
Meetings $ 10 Organizers and hosts
Processing Leases $ 12 Building owners
Warehousing $ 24 Warehouses

Office Expenses $ 4 Supply firms
Depreciation $ 49

Total $486

The categories are -ggouped in Table2.10 to highlight those costs that are direct
contributors to household income.

Table 2.10: Industrial shea processors' expenditures to households

Direct Income Generating

Commissions $8 Buyers

Wages $66 Workers

Mgt & Supervision $16 Managers & Supervisors
Sub Total $90

Here we see that only $90 of labor costs is entailed in the processing of $1,000 of shea
purchases from farm womemhis household income, in conjunction with a regional income
multiplier of 1.58, means that total household income of $142 arises from the processing of
$1,000 of shea purchased from farm woé&®0 of direct household income, pl#S2 of
indirect income.
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E. General Summary

Table 2.11 summarizebe various multiplier values.

Table 2.11: Summary of the multiplier values

FOR $1,000 OF NEW NEW JOBS ADDITIONAL HOUSEHOLD
SECTOR SALES CREATED INCOMES IN LOCAL
ECONOMY
BASKETS $1,000 of household income| 160 new jobs in $580 new income in the Upper Eq
for basket producers Ghana Region
CASHEW $1,000 of household income| 120 new jobs in $1,430 new income in central
for cashew farmers Ghana Ghana
SHEA $1,000 of household income $580 newincome in shea producin
for shea producers region

When considering cashew and shea it is often helpful to think in terms eiutavpurchased
from farmersTables 2.12 and 2.1@pictthese relationships for cashew and shea.

Table 2.12: Multiplier values per MT of raw cashew nuts

For 1 MT of raw cashew _ $443 of additional
Cashew nuts purchased from $310 of farm S fiaE £ household income is
farming farmers INCOME 15 SIEIBHEG] created in the
. createdC GhanaC ional
(at $310/MT) & regional economy
o LT 6 . $254 is paid to $363 of additional
Cashew or of raw casnew workers to process household income is
processing glfjts prgcessed i Hiest 0.3 jobs existin | this created in the
fica processingC 1MTE regional economy

Table 2.13: Multiplier values per MT of raw shea

For 1 MT of shea nuts $128 of additional household
Shea farming purchased from farmers $220 of farm income | income is created in the regional
(at $220/MT) C is createdC economy
$20 is paid to
Shea fat workers to process $29 of additional household income
extraction For 1 MT of shea processed | this is created in the regional economy
in West Africa C IMTE
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3. Challenges and Opportunities for Increased Exports from
West Africa

A. Handcrafts: Baskets and Wood Products

Several world events haywought hard timestothe hamad af t s sect or . Vi et
AfBolgaodo style basket making has taken away a
Buyers from large, retaithain® Cost Plus World Market, Pier 1, Tar§eare constantly

seeking products that are responsive to trends in consumer preferences at the lowest possible
prices. One year buyers will order hundreds of thousands of a particular cluster of products,

but then orders will fall off the following year due to market saturation or opportunities for
lower-cost production elsewhere.

This presents West African producers with two options: (1) stay apace with changing
consumer preferences through continual introductibmew and innovative products; (2)
reduce costs in order to stave off competition from elsewhere. This second option seems
unlikely to succeed since West Africa continues to be a-tagh source for items moved by

ship to Europe and the U.S. Part oistbost disadvantage is attributable to the absence of
scale economies. Africa is some distance from the major shipping lanes of world commerce.
But a major part of this cost disadvantage is due to political and economic problems in the
economies of WedAfrica. This theme is explored below.

The recent history oiandcraftexports is depicted in Figui@l. As we sedhere, the year
2001 was the peak bhndcraftexpors.

Figure 3.1: Time trend of the handcraft sector in Ghana
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Exports (% )

Source: Antwi-Asare and Rahaman, 2010.

As discussed previouslyhe promise of higher prices appears to be insufficient inducement
for producers to expand production. Other barriers include the high éoandfthe general
unavailability o credit. Basket makers face a shortage of straw, and problems in moving
their finished product to market.
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Wood producers are stifled by poor organization in the sector, by the absence of working
capital, ly technological obsolescencedaby the lack of creativity and imagination among

the artisans. Some experts suggest that the sector also lacks appropriate facilities and an
outlook that fosters development and grogahtwi-Asare and Rahaman, 2010

Transportation services loom as amportant barrier to increased exports.

B. Tree Crops: Cashew and Shea

Cashew farmerseport being seriously constrained by low (and fluctuating) prices, the
frequency of bush fired)igh cost of inputsfiexploitatiord by cashewtradergexportersthe
absewe of processing facilities (for both cashew nuts and apples), and relatively bad roads
from farms to alweather road¢Kwadzo and Kuwornu, 2030 The market for cashews is
indeed a rather contentious affair. Often, when traders enter into fonmatthcts with
cashew farmerdarmers will renege to sell to others at a slightly higher price. This practice
is evidence of agricultural markets that remain unsophisticated. And it points to a pressing
need throughout West Africa.

For sheaTables3.1 and 3.2 show various production and export statistics for countries in
West Africa. The study focused dBurkina Faso, Ghana, and Mali.

Table 3.1: Shea Production, Consumption, and Exports from West Africa, 2004 (MT)

Est. Total Potential Est. Actual Estimated Export as Shea Export as Shea

Production® Collection Consumption LHMalEXpOies kernels Butter
Benin 80,000 50,0008 14,900 35,100 35,000 100
Burkina Faso 150,000 75,000 35,000 40,000 37,000 3,000
Cote d'lvoire 150,000 40,000 15,000 25,000 15,000 10,000
Ghana 200,000 130,000 70,000 60,000 45,000 15,000
Mali 230,000 150,000 97.000 53,000 50,000 3.000
Nigeria 250,000 100,000 80,0008 20,000 20,000 Q
Togo 30,000 40,000 10,000 30,000 15,000 15,000
\WATH Major Exporters Sub-total 1,130,000 585.000 321,900 263,100 217,000 46,100
Gambia 100 0 0 4] 0 0
Guinea Conakry 25,000 5,000 4.500 500 450 50
Guinea-Bissau 1,000 100 100 0 0 Q
Niger 5,000 5,000 4,000 1,000 0 10007
Senegal 10,000 300 490 10 0 10
Sierra Leone 100 0 0 0 0 0
Cameroon 30,000 5,000 2,500 2,500 2,500 0
Chad 10.000 2,000 2,000 ] 0 0
WATH Minor Exporters Sub-total 81,200 17,600 13,590 4,010 2,950 1,060
Ethiopia 1,000 100 100 0 | Q
Sudan 100,000 10,000 0,800 200 ) 200
Uganda 70,000 6,000 5,900 100 0 100
Central African Republic (CAR) 15,000 2500 2,500 i} | 0
Dem. Republic of Congo (DRC) 5,000 750 750 [ ) Q
Not WATH Sub-total 191.000 19.330 19,050 300 ) 300

Source: Lovett, 2004.
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Table 3.2: Shea Production, Consumption, and Exports from West Africa, 2008 (MT)

Country (major Est. shea butter
stearin producers Potential maximum Estimated total Estimated local / Estimated total converted pre- .
i ) - R K . Estimated total
only: Vitellaria production for maximum harvest intra-regional exports as export (kernel shea export (1)
paradoxa subsp. 2008 (t) 2008 (t) consumption (t) sheanuts (t) equivalent of
paradoxa) country crop™ t)
Bénin™ 80,000 50,000 30,000 15,000 5,000 20,000
Burkina Faso™ 150,000 100,000 30,000 45,000 25,000 70,000
Cote d'lvoire 120,000 60,000 30,000 25,000 5,000 30,000
Ghana 150,000 100,000 50,000 25000 25,000 50,000
Guinée-Conakry 30,000 10,000 3,000 6,000 1,000 7,000
Mali 200,000 120,000 50,000 60,000 10,000 70,000
Nigeria 180,000 90,000 50,000 30,000 10,000 40,000
Togo 50,000 30,000 16,000 10,000 5,000 15,000
960,000 560,000 258,000 216,000 86,000 302,000
*All figures given as dry kernel equivalent, i.e. 1 ton butter exported requires 3 tons of sheanuts and so butter export is given as kernel (sheanut) equivalent
**Figures for Benin are given as an estimate exclusive of imports from Nigeria
***Calculation of figures for conversion into butter where factory country is different from origin is confounded by customs data

Source: Lovett, 2009.

Careful examination of these tables reveadsigrising statistic: onlg fraction of total West
African shea nut production is actually collected and movedaxket.The research showed

a significantshortage ofdbor to collect the shea nufss it happens, the shea fruit ripens and
falls to the ground during the rainy seadahe very time of year during which womeane
working 810 hours a day to weed theieltls and to plant their crops. The shea trees are
widely scattered. The standard practice is for women to gather up the fallen fruits and leave
them piled beneath the shea trees on the way to theiusgaiiglds.In the evening, on their

way home womenwill collect the nuts and carry them back to their compauhls nuts are
stored there until the planting schedule allows proper drying and preparation. Meanwhile,
many of the nuts form mildew and are ruined. It is also said that bats carry off a largernu

of fruits before they can be carried to the compoura=ar of sna& bites also deters
collection. Finally, labor shortages have forced many women to abandon their more distant
fields and to cultivate those closer to their home compound. If truemgass that women

are not getting out into the shea savanna as much as they did in former times.

The research conducted does not explainldivsrate of collection of shea production. But if
a greater share of the annual fruit/nut production could bectetl and properly dried,
household incomes could be significantlyreased.

One final comment concerns the transport sector in West Africa. It is well known that
transport costs in West Africa are approximately double those found in Western Europe.
When bribes and the cost of enforced delays are added in, the cost burden dor nuts
commodities that have a high weigbtvalue rati@ represents a serious impediment to
enhanced exports. This fact tends to suppress the offer price to farmers afatehere
discourage productiorOr, as with shea nuts, low prices discourage collection. Estimates
suggest that a 10% reduction in transport costs along the main corridors of West Africa could
produce savings that would allow &% increase in farrgate price®f cashew, and a8%
increase in faragate prices of shg@romley and Foltz, 2030
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