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Executive summary

The relevance of focusing on value chain analysis is that it can make information and knowledge
available and usable to support policy dialogue, decision-making, the role of the private sector,
interventions’ scale up and accountability, etc. Value Chains Analysis is a powerful tool for
assessing a value chain potential in terms of growth, inclusiveness and sustainability. As
requested, the analysis is guided by four questions: (1) what is the contribution of the VC to
economic growth? (2) Is this economic growth inclusive? (3) Is the VC socially sustainable? (4) Is the
VC environmentally sustainable? To answer these four questions, the analysis of the value chain
is structured and subdivided into four sub-analyses: a functional analysis (Chapter Il), an economic
analysis (Chapter lll), a social analysis (Chapter IV) and an environmental analysis (Chapter V).

In Ghana, groundnuts (Arachis hypogaea L) form an important part of the diet and are almost
exclusively produced for domestic consumption in the form of products such as groundnut (GN)
paste, snacks/roasted GN, oil, flour, and kulikuli (fried GN cake). In 2017, the annual groundnut
production (with shell) was of the order 420,000 tonnes, produced on 338,000 hectares. Non-
aggregator linked smallholder farmers (NASH) account for an estimated 88% of production, have
an average groundnut (GN) farm size of 0.76 ha, and a yield of 1.3 t/ha of unshelled groundnuts.
Aggregator linked smallholders (ASH) account for 10% of production, have average GN farms of
0.96 ha, and a yield of 1.6 t/ha. Commercial farmers (CF) account for 2% of GN production, have
average farm sizes of 3.12 ha, and a yield of 2.2 t/ha. In addition, a sensitivity analysis has been
undertaken for NASH farmers with a yield of 800kg/ha.

The bulk of groundnut production in Ghana takes place in northern parts of the country. There
are about 201,000 tonnes of shelled groundnuts available in Ghana (shelling ratios of 0.47 at non-
aggregator linked smallholder farmers level, and 0.55 at aggregator-linked and commercial
farmers levels). The areas under groundnut production have gone down by 9 percent, over last 10
years, the country is increasingly relying on groundnut imports to meet its domestic demand.
Approximately 34,000 tonnes of groundnuts are imported from neighbouring ECOWAS countries
such as Nigeria, Burkina Faso, and Niger.

It is estimated that 20%, 10% and 5% of groundnuts are kept by NASH, ASH, CF farmers
respectively, for on-farm consumption including seeds. The remaining groundnuts are sold by
farmers in either shelled or unshelled form to aggregator and wholesale traders. According to
trader interviews about 40% of sold groundnuts are consumed within the North of the country
and about 60% in the South. It is assumed the proportions are the same for imported groundnuts.
If groundnuts have not been shelled by farmers then traders will hire shelling services, which are
mostly mechanised.

Processors of groundnuts prepare a range of products, including paste, snacks/roasted
groundnuts, kulikuli (with oil as by-product), and groundnut flour (also with groundnut oil as by-
product). Other, less important, groundnut products include nkatie cake. The bulk of the
production takes place in the informal sector, mostly consisting of micro or small-scale
enterprises. The resulting products, which form an important part of the Ghanaian diet, are sold
through retailers, street vendors, restaurants, or institutions.

Physical post-harvest losses (grain losses) are 1.5% at production stage in the value chain
according to a survey carried out by the team in Northern Ghana in August/September 2019. Given
their relatively small size, they have been included in the shelling ratios which are raised to 47%
for NASH farmers and 55% for ASH and CF farmers. Loss figures further downstream in the value



chain have been taken into account through the conversion ratios for processors and vary from
9% - 16% depending on the groundnut product and whether production is artisanal or semi-
industrial. Aflatoxins are important, in particular for some processed products such as groundnut
paste and kulikuli.

In addition to the informal sector, there is a formal sector preparing mostly groundnut paste or
snacks, which are either sold in supermarkets or marts, or exported (e.g. to Nigeria or North
America). The quantities produced by the formal sector are estimated at about 5,800 tonnes of
paste and 5,700 tonnes of snacks. The majority of enterprises in the formal sector are SME
factories, although a larger factory prepares snacks for the domestic market and exports.

Economic analysis

The economic analysis consists of a financial analysis, analysis of the effects within the national
economy, an assessment of the viability within the global economy and an analysis of growth
inclusiveness. A summary of the results of the economic analysis is presented below.

Overall, the groundnuts value chain is important for the Ghanaian economy in that the value of
production in the chain is significant (i.e. about GHS 2.73 billion/€ 455 million), and in terms of
employment generated (e.g. it is estimated that in total about 293,000 to 439,000 entrepreneurs
plus 358,000 workers are employed in the groundnuts value chain). The majority of the
entrepreneurs consist of smallholder farmers; however processors and retailers also have
important numbers of enterprises as shown in the main text of the report. The groundnuts
production sector is important as an employer in that farmers, in addition to their own labour,
often hire workers on a daily basis for certain cropping tasks.

As for the sub-chains in the groundnuts value chain it is to note that the formal sub-chain uses
7.5% of the volume of groundnuts but generates 11% of the direct VA. This shows how the formal
sub-chain leads to increased VA, for example through better quality of groundnuts used and
products produced (e.g. through improved processing technology, better packaging) for
consumers who are able to buy them at a better price.

At the same time, one needs to consider the importance of the informal sector in the groundnuts
value chain. For example, the informal sector accounts for 88% of total groundnuts at the
processing stage. In particular, paste is important in that it contributes an estimated 58% to the
total production of processed products. 10% of paste is estimated to be produced by the formal
sector. Snacks including roasted groundnuts contribute about 33% to processed products, and
17% of total snack output is produced by the formal sector. As for kulikuli, GN flour, and oil, these
contribute 3%, 4%, and 2% to the production of processed products, and are entirely processed
by the informal sector.

Net operating profits represent the main type of income from the groundnuts value chain.
However, one must bear in mind that these also include the labour of entrepreneurs spent in their
enterprises (e.g. owners of farms, or processing and trading enterprises). The total amount of net
operating profits in the value chain is estimated at GHS 1.6 billion (€ 267 million). This amount of
operating profits includes a significant amount of family labour on smallholder farms. As for the
direct and indirect effects of the groundnuts value chain in Ghana, the driving effect ratio (indirect
VA/direct VA) in the groundnut value chain is 0.26 meaning that there is also involvement of local
businesses (e.g. transport providers, input dealers), contributing to growth in the value chain. The
total (direct+indirect) wage labour are GHS 466 million (€ 78 million) and total value added is



around of GHS 2.38 billion (€ 397 million). The total value added would be of the same order of
magnitude in the case with a yield of 800 kg/ha for NASH farmer.

As for the distribution of value added (VA) by agent in the groundnut value chain, NASH farmers
who are the majority of groundnut producers create the highest VA in the value chain (i.e. 39%),
whilst ASH and CF producers have comparatively small value added (4% and 1%, respectively).
Aggregator traders and wholesale traders contribute a relatively small VA (i.e. 1% and 4%,
respectively). Informal processors of paste and snacks/roasted groundnuts have a more important
VA, namely 14% and 9% respectively, whilst the VA of kulikuli and flour production (plus oil in both
cases) is relatively modest (i.e. 1% each).

Informal retailers (i.e. 20%) contribute an important component of VA to the groundnut value
chain, in particular through net operating profits which form their income. Formal sector
aggregators (2%) and formal SME type processors of paste and snacks contribute 3% and 2%
respectively.

In addition to the main agents in the value chain, providers of intermediate goods and services
account for substantial amounts of value addition through the breakdown of these goods and
services into the components of the VA (wages, taxes, financial charges, property income, net
operating profits). The bulk of imports (i.e. GHS 190 million/€ 32 million, out of GHS 283 million/€
47 million) are for the importation of shelled groundnuts from neighboring countries. Providers of
intermediate goods and services include transporters, owners of tractor hire companies,
agricultural input dealers, fuel suppliers, owners of buildings who lease them to traders or
processors, etc. The fact that more taxes are generated through indirect effects is due to service
providers being more part of the formal economy (e.g. fuel suppliers).

Social analysis

The following graph provide a picture of the main social consequences of the VC activities in 6
strategic domains.
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The main findings from the social analysis of the groundnut value chain are presented below.

Working conditions:
The workers in the groundnut value chain are found at production, processing and trading levels.
Overall, we estimate 