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Some of the terms used in Rice Marketing 

A. General 

Paddy R ~ c e  in the husk after threshing, unmilled rlce It is sometlmes called "rough rlce", 
"paddy rice" or "husked rlce" 

Rrce. Kernels obta~ned after milling or husking of paddy It IS often referred to as "milled rlce" 
.Sample. A small quantlty taken from varlous portlons of a large quantity so that it represents the 

lot 

B. Intrinsic Characteristics 

Extra long rrce R ~ c e  w ~ t h  80 per cent or more of ~ t s  whole milled kernels havlng an average 
length of 7 0 mm and above, e g ,  "Alup~", a local varlety In the Northern Reg~on. 

Glurmou~ Rrce A variety whose grains are white and chalky In appearance. It tends to coagulate 
into a st~cky mass when cooked Thls variety is normally parboiled before m~lllng, e.g. 
Bazolugu 

Long rice A varlety with 80 per cent or more of its whole mllled kernels having an average length 
of between 6 0 and 6.99 mm. For example, Gona, a variety grown In the Northern Reglon. 

Medium rice A varlety with 80 per cent or more of ~ t s  whole milled kernels having an average 
length of between 5 0 and 5 99 mm, as for example, C4.63 and IR.5, Imported varieties from 
lnternat~onal R ~ c e  Research Inst~tute, Los Banos, The Ph~l~ppines. 

Short rrce. A variety whose kernel IS generally round. The length of ~ t s  whole mllled kernel IS less 
than 5 0 mm or less than twrce ~ t s  breadth For example Palawan, a local varlety. 

Shape. Refers to the relationship of length to breadth of a whole dehusked rlce kernel. 
Slze Refers to the length of at least 80 per cent of whole milled kernels. 

C. Processing 

Bran The pulverized meal (of outer layers, part of the germ and starchy endosperm) resulting 
from m~lling, pearl~ng and polishing the kernels. 

Degree of mrllmg. Refers to the proportion of the germ, the outer and Inner branlayers that has 
been removed It is also related to the appearance of the kernels: If ~t IS not glazed, the whiter 
the kernels appear the higher IS the degree of milling. 

Extra weNmilled rrce. Is rice which IS malnly the starchy endosperm because the husks, the germ, 
and the bran layers have been completely removed. 

Germ. Small white portlon at one end of the rlce kernel from where the seed germinates. 
Glazed rrce. Milled rlce which have been coated w ~ t h  speclal powder e.g., talcum, and glucose or 

treated with vitamins and minerals so as to improve its nutritive value. Glazed rice may also be 
referred to as "coated" or "enriched" rlce. 

Husk Outer th~ck ,  dark brown cover of paddy, the removal of wh~ch turns it into nce. It is also 
known as "glumes" or "hull". 

Husked rrce also known as "brown", "hulled" or "cargo" rlce have kernels from which only the 
husk has been removed. 

Nongelatrnrzed rrce. Whole or broken kernels of parboded rice with distinct white or chalky 
portlons due to incomplete g e l a t ~ n ~ z a t ~ o n  of the starch. 

Parborled rrce. Rlce, e.g., glutinous, wh~ch has been soaked In hot water or steamed under 
pressure, and d r ~ e d  before mllllng. 

Undermrlled rrce has the husk, part of the germ and all or part of only the outer bran layers 
removed. e.g., trad~tionally milled rice. 

Well-m~lled rice has the husk, the germ, the outer bran layers and the greater part of the Inner 
bran layers removed, but parts of the lengthwise streaks of the bran layers may stlll be present 
on nct more than 10 per cent of the kernels. 

Whole rice IS a kernel or a plece of the kernel hav~ng a length which IS or more than 80 per cent or 
greater than three quarters of the average length of the unbroken kernel (sometimes called 
"head" rice). 



D. Acquired Characteristics 

Brokens. Pleces of kernels equal to or smaller than three quarters of the average length of the 
unbroken kernel In relatlon to the "head" rlce brokens can be "big or three-quarter", 
"medium or half-" or "small or one-quarter" brokens 

Chalk), kernel Kernel, whole or broken, one half or more of which IS whlte like the colour of 
chalk 

Chrps. Pieces of kernel that pass through a sleve which has round perforat~ons not greater than 
1 4 mm In d~ameter 

Cornmercrull~~ objertronable odours. Odours entlrely unnatural to rice and which render ~t unfit 
for its normal commerc~al usage or purposes Odours may result from improper drylng of r ~ c e  
w ~ t h  hlgh molsture content or from parbo~led nce 

Conrrastlng classes sometimes known as "m~xed" rlce have kernels, whole or broken, of var~eties 
of rlce other than the variety des~gnated, wherein size and shape of kernels differ distinctly 
from character~stlcs of kernels of the variety or class des~gnated For example IR.5 may be 
m~xed w ~ t h  IR 8 IR.20 and/or  C4.63 T h ~ s  IS also called "adulterat~on", which may be done 
intentionally to attaln a glven grade. 

Datnaged kernels. Kernels, whole or broken, which are dlstlnctly damaged by insects, water, 
fung~,  rats, rodents, b~rds,  improper mllllng, processing and storage practices. T h ~ s  Includes 
"d~scoloured" kernels, e g ,  kernels that have changed thelr normal colour as a result of 
processing, bad handllng procedures 

Grade. A des~gnatlon indlcatlng the qual~ty of rlce determined on the bases of certaln ~ntrinslc 
and acquired character~stlcs For example, grades I, 11, 111, IV have dlfferlng proportions of 
brokens, head rice, etc 

Inedrble murrer. All matter or objects other than rice kernels, broken or whole and chlps. This 
lncludes damaged kernels, d~scoloured, and paddy, stones, pleces of sticks and metall. 

Insect-jree rrce. R ~ c e  whlch does not contaln live or dead weevlls or other Insects, Insect webbing 
or t h e ~ r  refuse 

Slrghrly rnfesred rrce Contaln not more than 5 llve or dead weevils and not more than 15 llvlng or 
dead of other Insects per 100 Ibs or 60 kg. of rice. 

Medtum brokens P~eces of kernels which are equal to or smaller than one half but blgger than 
one quarter of the average length of the unbroken kernel. 

M ~ x e d  rlce A lot of rlce in which a minlmum of 80 per cent of whole mllled kernels cannot be 
placed exclusively In any single vanety, slze, shape or welght class~fication. 

Red kernel5 Kernels, whole or broken, whlch have 25 per cent or more of thelr surface coated 
w ~ t h  red bran. 

Red streaked kernels Kernels, whole or broken. havlng red streaks the total length of whlch 
amounts to one half or more of the length of the kernel, but whlch are free from red patches 
amounting to 25 per cent of the surface area of the gram. 

Small brokens. Pleces of a kernel whlch do not exceed one quarter of the average length of the 
unbroken kernel, the mlnlmum llmlt varylng wlth different grades of rlce, but do not pass 
through a sleve w ~ t h  round perforatlons of 1.4 mm In d~ameter. 

Stained or spotted kernels. Kernels, whole or broken, which show on then surface evident 
alterat~on of colour, ~ncluding black streaks or dark haloes. 

Yellow kernels, Kernels, whole or broken, whlch have yellow d~scolourat~on brought about by 
deterioration 

Variety refers to classes or specles of paddy, but specles are known to have been bred or  
cultivated from two orlgins: Oryza satlva and Oryza Glaberrima. Specles found In Ghana 
belong to Oryza Glaberrlma class~ficat~on. 

... 
Xlll  





I .  Introduction 

1-1. Background 

Product~on and marketing of rlce has been a peasant occupation for a very long time. 
Towards the m~ddle of the 1920s, it was discovered that a large proportion of the 
annual requirements for the country had been imported. The then colonial 
Government decided to encourage local production. The process by which the 
Government became involved in the rice business is what we shall call intervention 
(see Sect~on 2-2 for a formal definition). 

Government Intervention In the rice business begun with Esiama Rice Mill in 1926. 
The M111 operated under various governmental supervisory agents for twenty six 
years. It was closed down in 1952 because it had become too expensive to operate.' 

A more recent intervention was initiated after 1963 under an Import Substitution 
Policy.2 The Government established and financed co-operative farms and 
encouraged both small- and large-scale private farms to grow paddy. Four of the state 
farms also cultivated paddy. Fifteen rice mills were imported from West Germany in 
1964.3 Some of the mills were located near paddy growing farms so that they could 
buy paddy at guaranteed price to be decided by the Government. One of the first eight 
~nstalled mllls is the Tamale Rice Mill. This Mill was to buy and process paddy from 
private farms.4 

Before these mllls went into operation there seemed to be occasional food 
shortages, (espec~ally in towns) which the then Government considered as 
"temporary".5 Some studies6 on the marketing of local foodstuffs indicated that 
cereals, especially rice, have been relatively the most expensive products on the 
markets during that period.' 

In order to alleviate the problem of food shortages large quantities of rice have had 
to be imported (see Appendix A. 1). Import requires foreign exchange of which the 
available reserves had virtually been used up.8 In December 1961, the size of the trade 
deficit forced the Government to impose a duty on rice imports.9 Series of 
administrative and fiscal policies were taken to ensure state monopoly over the 
tmportatlon of rice and its distribution through Ghana National Trading Corpora- 
tlon. 

In 1966, the Nkrumah Government which initiated these intervention measures, 
was replaced by the National Liberation Council in a Police-military coup. The 
National L~beration Council adopted stabilization measures of which some affected 
the construction and/or  the operation of some of the state-owned milling firms.10 
Apart from the state farms, Tamale Rice Mill appeared to have been the only one of 
the installed mills which had begun to process private farmers'paddy in 1966167. The 
Ghana Cocoa Marketing Board took over the management of the Mill from the 
defunct Un~ted Ghana Farmers' Co-operative Council. Since then The Mill has been 
managed by the Northern Region Rice Marketing Committee. In 1970 the Ministry of 
Agriculture decided to operate Tamale Rice Mill and six other mills in the Northern 
and Upper Regions as "Rice Mills Unit" on "commercial lines".ll 



After the coup of 1966. the duty on Imported rlce was waived. Apart from 
commerc~al Import of rice, Imports Increased under the impact of food aid 
agreements.12 After the 1966167 m~lllng season, there were frequent complaints from 
rlce-growing areas about slowly movlng stocks.13 This seemed to have created some 
problems for the Extension Serv~ces Dlvision "in gettlng rid of farmers' rice".I4 

Problems whlch were experienced In the sale of farmers' paddy seemed to have been 
carr~ed through the latter half of the 1960s. During the milling season of 1969170 
the then Upper Region Chief Execut~ve, Imoro Salifu, complained that "farmers in 
h ~ s  reglon produced enough paddy and other food crops . . . but there (were) no 
markets for themM.15 It seems that there had been a certain amount of unsold paddy 
for every year durlng 1966167-1969/70.'6 

The ev~dence seem to suggest that the state-operated milling firms had been 
encounterrng some difficulties in marketing their r1ce.17 During his visit to Tamale 
R ~ c e  M111 In 1969170 milling season, J. A. Br~mah,  the then Northern Region Chief 
Execut~ve, "was told that over 1,000 bags of milled grade one rice were (then) stocked 
at the mill and that there was no market for themm.18 

These developments seem to have kindled the interest of the general public and its 
concern over the m~lllng and the marketing performances of some of the intervention 
measures. A conference was held In 1968 to dlscuss some of the no market problems 
and to recommend steps that should be taken to achieve self-sufficiency in rice.l9 As 
the years wore on, the concern over the growing rice imports and the continuing 
d~fficult~es be~ng experienced by the milling firms in the sale of their rice had begun to 
attaln broader pollt~cal significance.20 Grains Development Board was established in 
1969 to promote the product~on of grains and legumes. In 1970 another conference on 
the production of rice was held to dlscuss the ways and means of improving the 
performance of the Rice Mills Unit and other intervention measures. 

1-2. Definition of the Problems for this Research 
It  may be recalled that the concern about the performances of farmers and the milling 
firms revolved around what had been known as the "no market" problem. The term 
"no market" seems to have been used to describe either (a) the inability of the business 
firms to market paddy and/or  rice, (b) the lack of adequate demand for paddy and 
rice (c) or the incidence of both (a) and (b). The repurcussions of such market 
situations are likely to cause some economic and political problems to the 
Government as entrepreneur, the business firms which produce paddy or market local 
and imported rice and to the consumers who finally buy the rice. The nature of these 
problems will be discussed in Chapters 2, 3, 4 and 6. 

The basic problems that prompted this research may be defined as follows: Why are 
there "no markets" for paddy and/ or rice from the Rice Mills Unit? In what ways have 
the no market phenomenon been or continue to  be a problem? What could be the 
possible consequences of the no market problem? These questions can be related to 
certain demands from the Government, the business firms and the consumers. 

1. Considering the consumers we may ask the following: To  what extent is rice 
important or needed in dietary requirements? How have the consumers met their 
dietary needs? How can consumers be related to the "no market" problems? 

2. Concerning the business firms, namely, farms, Rice Mills Unit, etc. we may ask 



the following: What kind of objectives do they purs,ue in the market? What have been 
their performances before and during intervention? Have they been able to provide 
the type of rlce and marketing services as demanded by the consumers and/or  the 
Government? To what extent have they been affected by the recent intervention 
and or the "no market" problem? 

3. From the Government's point of view, we may ask the following: What 
prompted the Government to intervene? What were the objectives of the recent 
Intervention? How were the interventlon measures implemented? What have been the 
effects of lnterventlon on performance and on the6'no market" problem? In what way 
has the Government been affected by the "no market" problem? 

1-3. Research Objectives 
It may not be possible to seek answers to all the questions which we have asked in the 
previous sectlon. But some of them can be paraphrased into three major objectives for 
thls research. 

The first objective is to  find out the reasons, discuss the nature of the chosen 
interventlon measures and analyze how they were implemented. We can include the 
analysis of the effects of intervention in relation to the three interest groups, namely, 
the Government, the business firms (especially farms and the Rice Mills Unit) and the 
consumers. 

The second objective is to investigate the causes of the no market and to explain 
why it has been considered a problem. 

The thlrd objective is to suggest a marketing system that differs from the present 
one. I t  will be referred to as Vertical Integrated Marketing System. 

Other objectlves of equal importance are that ~t is hoped that 
(a) t h ~ s  research will add something more to  the existing scanty knowledge on rice 

marketing in Ghana. 
(b) it should stimulate further researches into the marketing of rice and other 

agricultural products in both the state- and private-operated marketing systems. 

1-4. The Main Characteristics of my 
Approach to this Research 
My approach can be seen in terms of the (i) collection and reliability of research 
mater~als, (ii) research methods I have used, (iii) relation of my study to other studies 
and (iv) a br~ef review of the contents. 

1-4.1. On the collection and reliability of research materials 

The research materials consist of statistical data and descriptive information. I 
obtained them from two sources. The first source comprises publications of studies 
and proceedings of conferences on rice production. Such materials have been cited in 
the notes and in the bibliography. But this source proved insufficient and 



warranted my travelling to Ghana in November 1973 in order to collect additions 
material. 

The second source of information consists of 
(a) official statistics and other information, e.g. from the Rice M~l l s  Unit, Tamalc 

and from some divisions of the Ministry of Agriculture in Tamale and Accra. 
(b) published and mimeographed studies from the libraries of the University o 

Ghana, Faculty of Economics; USAID Mission to Ghana, Accra; and Food Researcl. 
Institute, Accra. Most of these materials provided general descriptions of rict 
marketing organizations. Materials from the Rice Mills Unit were sufficientl) 
adequate and reliable. But they did not provide any record of the mills' activities 
during 1966167-1969170. As such these materials from the Rice Mills Unil 
contributed little to the understanding of the history of the mills. 

( C )  the results of a series of interviews and discussions I had w ~ t h  farmers, markei 
traders, traditional paddy processors, foreign businessmen and Government officials 
who are connected with the production, milling, importation and marketing of rice 
In Ghana. These discussions took place (between 12 November 1973 and 25 Januarq 
1974) in Accra, Agona Swedru, Atebubu, Bawku, Bolgatanga, Cape Coast. 
Koforidua, Kumasi, Navrongo, Sekondi, Tamale and Yendi. The routes along which 
these lntervlews and discussions were conducted are shown in Fig. 1. The total 
number of people involved in such interviews and discussions is 186. Of this number 
70 Interviewees gave information on their act~vities during the period 1958-1962 that 
preceeded Government intervention in 1963164. Among the 70 Interviewees there 
were 6 farmers who were members of semi-cooperative groups, and 9 peasant farmers; 
35 traders of the following categories: itinerant traders-5 millers and hullers-10. 
wholesale traders-6 and retail traders-14. The remaining 20 persons were private 
consumers. The other 116 respondents were private and institutional customers of the 
Rice Mills Unit during 1970/71-1972173. 

Some difficulties were encountered in the collection of materials and information 
from the interviewees. While some officials were unnecessarily suspic~ous on requests 
for materials. other interviewees regarded my search as inquiries on tax evasion, 
hoarding and smuggling, profiteering and other trade malpractices. As such I could 
not use the questlonaires which I had prepared earlier. And casual discussion proved 
more useful. 

Other data had to be derived from highly aggregated official statistics which 
showed variations in their availability and reliability. As I had the chance to discuss 
my research project and some of the information at three places 1 can assume that the 
data and ~nforrnation used In this study are sufficiently reliable. 

1-4.2. Research method employed 

The nature of the problems and the definition of the research objectives seems to point 
to an interdisciplinary approach to this study. Such an approach can pose some 
difficulties in defining the size and scope of the research and, even, in the choice of a 
research method. One way of overcoming some of these difficulties is to consider the 
concept of intervention (Chapter 2, Section 2-2). It indicates that intervention is 
possible only if there is a marketing system in operation, and that an approach such as 
the Concept of Systems seems more appropriate. I have thereforechosen the Concept 
of Systems as the main research technique. 
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While the Concept of Systems allows an interdisciplinary approach to a problem 
thls klnd, ~ t s  application may be l~mited by the enormity of definitions found in tl 
literature. T h ~ s  shows that the concept is a flexible one. Inspite of this there is 2 

underlying principle which is apparent, more or less, in most of the definitions. T1 
concept 1s considered as a set of parts co-ordinated to accomplish a set of goals. 

For our purpose it is necessary to lay out a series of considerations about tl 
concept. Five of such consideratlons have been d~scussed below. 

1. A Set of Objectives. These objectives can be the criteria by which tl 
performance of the total system or any of its parts can be evaluated. (See Chapter 
Sect~on 2-3 and Chapter 5, Section 5-4). 

2. Specification of the necessary resources which may be available or needed 1 
ach~eve the purpose within the stated performance criteria. Examples of suc 
resources can be paddy, milling facilities, skilled and experienced personnel ar 
favourable political milieu. 

3. Idenrflcation of theparts of the~~ystem. Parts of the system can be those intere 
groups such as the Government, the business firms and the consumers (see Chapter 
Section 2-3 for further discussions). 

4. Identifzcation of the system's environment. This may include those internal an 
external factors which might influence performance. Others consider these factors 2 

c o n s t r a ~ n t s . ~ ~  
5. The Management Effect. In relation to the no market problem we need t 

cons~der how the objectives are or can be supported by the activities performed b 
each of the interest groups in the system. This consideration suggests that 
management component will be needed to put forward plans that will co-ordinate th 
Interest groups in terms of changes which might take place In points 1, 2 and 3 at  
convenient time. The plan may consist of explicit steps that can be taken when th 
unexpected occurs. 

Given the flexib~llty of the Concept of Systems we can assume that thes 
cons~deratlons can be structured in many ways to obtain the desired substance of th 
system. 

In t h ~ s  research the basic system in which intervention is or was contemplated is th 
Distribution Channel. The marketing system indicates the structure of the variou 
distribut~on channels which can be used for marketing both paddy and rice. Thes 
consideratlons have been employed in the discussion of the basic concepts an( 
definitions in Chapter 2. Its interpretations can be felt in the remaining chapters o 
this research. 

It seems realistic to assume that any Government policy on the rice business coulc 
have far-reaching consequences. These may be determined by the types of objective, 
to be achieved within a given perlod, the kinds of actions to be taken and how thc 
chosen set of actions is to be implemented. In theory these underl~ned elements ma! 
interact wlthin certain spatial and temporal constraints to generate varying pattern! 
of organizational structures and human behaviour in the system. As intervention wa! 
directed towards the marketing system for paddy and imported rice, it seems quite 
appropriate, at least in t h ~ s  research, to  interpret the concept of marketingin terms o 
the objectives. the chosen set of actions and how it is implemented. One of thc 
important advantages of this kind of interpretation is that rice markets are regardec 
as extensions of paddy markets. In this way we can utilize the co-ordinating anc 
control property of the Concept of Systems to develop our model of Vertica 
Integrated Marketing System. 



In construct~ng the model of Vertical Integrated Marketing System, we have also 
utlllzed Mattsson's concept of Institutional Integration as an explanatory assump- 
tlon. Mattsson's concept is defined in terms of certain attributes of institutional 
relations such as "ownersh~p" and the existence of a "written contract for long-term 
co-operation" between components A and B.23 

We can therefore regard Government intervention measures as an integrated 
system of planned actions rather than as fragmented, "separate organizations or 
d ~ v ~ s ~ o n s " * ~  of statutory agents and activities. As we have explained in Chapter 7 our 
suggestion can indicate possible solutions to many aspects of the "no market" 
problem at convenient costs to the Government, the business firms and to the 
consumers. 

The discussion followed in this section shows that we have employed some 
deductive reasoning and analysis of our information on the basis of the concept of a 
system. Other aspects of the research method that we have employed are as follows: 

( I )  The singular or plural form of the first person pronoun has been used in the 
report. 

(2) The results of my interviews were divided into information supplied by 70 
~nterviewees in relation to then pre-intervention activities. Information provided by 
the remaining 1 16 has been used in Chapter 5, because it relates to  marketingactivities 
of the Rlce Mills Unit. 

(3) Description of the literature, which should have preceded, for instance Chapter 
2, has been treated as an appendix. In this research we have considered the appendices 
as the part which should contain all the details of certain issues like statistical data and 
descript~ve lnformat~ons to which the reader may refer. 

(4) References in the text have been cited in the notes, which appear at  the end of 
the book. Other references have been indicated in the list under bibliography. The 
bibliography is divided into books, articles and pamphlets and other documents and 
newspapers. 

1-4.3. Relationship to other studies 

In his study of West African Trade (1954), P. T. Bauer discussed Government 
partlc~pation primarily in the export of crops. The connection if a t  all, between 
Bauer's study and my work may be sought In the subject, namely, Government 
intervention in business. I must confess that studies on this subject and, especially, in 
the production, milling and marketing of rice in Ghana are hard to  find. On the other 
hand I have discussed such related works which have been relevant to  my study in 
Appendix B.3. 

This study is also related to Churchman's work The System's Approach (1968) and 
Stasch's Systems Analysis for Marketing Planning and Control (1972). In addition to  
these works, I may cite Mattsson's study on Integration and Efficiency in Marketing 
Systems (1969). The basic ideas (from these works) which attracted my attention have 
been summarized in Section 1-4.2, Chapters 2 and 7. 

The choice of the subject for my research and the attractiveness of the ideas 
expressed In the above-mentioned studies may be explained partly, by my educational 
experiences in Moscow (USSR), Helsinki (Finland) and in Uppsala (Sweden) and, 
partly, by their relevance to the developmental needs In Ghana. 

The present work has been studied from an interdisc~pllnary point of view. But in 



some parts of the analysls the Interplay of politics and business economics seems to 
have been emphasized. 

1-4.4 Plan and brief review of the content 

1-4.4.1. Plan of the research 

Although a dlvlsion may be arbitrary, this research can be seen in a sequence of four 
stages. 

Stage I. comprlses three chapters. Chapter 1 provides general descriptions of the 
research procedures. Chapter 2 describes some of the concepts and definitions we 
have used. Chapter 3 describes the product-rice-in relation to the interests of the 
Government, business firms and consumers. 

Stage 2. conslsts of only one chapter which sets the basis for the discussion of 
Intervention. 

Stage 3. consists of two chapters which discusses and analyzes the nature of 
Intervention, its implementation (Chapter 5) and its effects (Chapter 6). 

Stage 4. contains the suggested model (Chapter 7 )  and the concluding remarks of 
the research (Chapter 8). 

Brlef previews of the chapters can be read below. 

1-4.4.2. Contents of the chapters 

In t h ~ s  sectlon we shall provlde short descriptions of the contents of the chapters. 
Chapter I. Introduction. We have discussed how the research has been conducted. 

It describes the background of this research, explains what the term "no market" 
means and the problems which prompted me to undertake this research. The 
objectives of thls research is to explore the causes of the "no market" problem, the 
effects of Intervention and to suggest a different model by which, it is hoped that, some 
aspects of the "no market" problem could be solved. Our approach to the study of this 
problem IS based on the concept of systems and on Mattsson's Concept of 
Institutional Integration. Some aspects of these concepts can be found in Section 1-4 
above, and In Chapters 2 and 7 .  

Chapter 2. Basic Definitions and Concepts. We have employed certain elements of 
the Concept of Systems to define intervention as the process of taken timely actions to 
effect more deslrable results In business and/ or the system's performance. The system 
IS the distrlbutlon channel designated for large-scale commercial rice production. It 
comprlses a set of institutional relations by which the interest groups are able to 
influence each other in such a way that a set of predetermined objectives can be 
achieved. 

In t h ~ s  system tnarket is an Important element of the institutional relations. 
Markets show that part of the institutional relations by whlch the interest groups 
perform certaln actlvltles in the system. We have used the term marketingto describe 
the market behaviour of the interest groups. In theory behaviour may bedescribedas 
the interaction of such elements as objectives, activities performed by the interest 
groups and how they perform those activities. 

Efficienq. IS the degree of goal fulfilment. This can be applied to separate interest 
groups as well as the system. If we consider how certain activities are performed, then 
the degree of goal fulfilment should be related to the method or technique employed. 



We have referred to this relationship as eflectiveness. 
One of the valuable implications of this chapter is that the "no market" problem 

concerns the relationships between the attributes of rice and the interests of the groups 
we have mentioned. 

Chapter 3. The Product-Rice. This chapter is devoted to the description of certain 
attributes of rice which affect 

1 .  consumers' dietary preferences and purchasing behaviour 
2. the cholce of business firms and the organizational structures of the distribution 

channels, etc. 
3. Government policies on the scope of intervention and their political justifica- 

tlon. 
Chapter 4. Pre-intervention Rice Marketing Organizations. Pre-intervention 

marketing of rlce seems to have been organized around local and imported rice. 
Indigenous Dlstributlon Systems market mainly local rice. At certain stages of these 
systems imported rice was also sold. Expatriate Marketing Systems imported rice for 
distribution through their own stores. Certain quantities were sold to  traders from the 
Indigenous Distribution Systems. 

We have analyzed the supply conditions, available quantities for sale in a given 
market at a given tlme of the year, prices and the techniques employed by some of the 
traders in each of the two distribution system. Some aspects of the "no market" 
problem have been discussed. 

Chapter 5. Government Intervention. We have discussed an earlier intervention 
measure-Esiama Rice Mill and mentioned the reasons for renewed interest in the 
lnterventlon. Intervention was to pursue four objectives. To  achieve them, the 
Government decided to operate a price stabilization scheme by establishing(a) farms 
to grow paddy, (b) milling firms, like Rice Mills Unit, to purchase paddy at  
guaranteed prlce and mill, and (c) Ghana National Trading Corporation to import 
rlce for distribution In the country, (Section 5-5). The marketing set-up at  the level of 
the milling firm has been described in Section 5-6. The Rice Mills Unit buys farmers' 
paddy at guaranteed price, process it into four different grades. The Unit's products 
were marketed by an Ad-hoc Agent which was often appointed by the Ministry of 
Agriculture. We have indicated certain factors which could affect the performance of 
the business firms of the intervention process. 

Chapter 6. Effects of Intervention. lntervention seems to have had varying effects 
on the product (paddy, local and imported rice), the general structure of marketing 
systems and particularly the one in which Rice Mills Unit operates. We have discussed 
farmers' output responses to the guaranteed minimum price and the quality of the 
market. The performance of the Rice Mills Unit is analyzed, first, as a market for the 
farmers and, second, as z supplier of rice. It seems that The Rice Mills Unit has been 
unable to produce and market the type of rice which is more preferred by consumers. 
At the same time the type of marketing arrangements made for both the farmers and 
the m111 seems to be inconsistent with the type of rice being produced. And that the 
effect of Intervention on the "no market" problem seems to have been considerable. 

Chapter 7. Vert~cal Integrated Marketing System. We have suggested a Vertical 
Integrated Marketing System. The theoretical bases and assumptions have been 
taken from the Concept of Systems and Mattsson's concept of Institutional 
Integration. The latter requires that some kind of "institutional relations" which may 
be based on "ownership", "management participation" or a "written contract for a 
long-term co-operation". At least the ownership relation applies to our model because 



all the business firms are state-owned. (Section 7-2). 
We have assumed that certain facilities such as the establishment of better quality 

standards (Appendix B.), quality control measures at the purchasing stations and at 
the mill, storage, etc., are available to operate inventory stocks for current sales and 
buffer stocks for future sales. (Section 7-3). 

The baslc structure of the model consists of the farms, Rice Mills Unit, Ghana 
Nat~onal Tradlng Corporation and Institutional Consumers. The model system is to 
be managed by a full-time centralized "Rice Administrative Board". The basic 
operational problem wlll be to formulate and implement strategies for marketing 
both local and imported rice over a period of time. (Section 7-4). The objective is to 
maximize the sales volume of local rice at the expense of imported rice. One of the 
many advantages is that the Ministry of Agriculture will be freed from the chores of 
daily operations of the intervention measures. The system will be able to operate "on 
commercial lines". A probable disadvantage is that improved quality may not result 
In cheap rice. 

Chapter 8. Summary and Suggestions for Further Studies. The summaries are 
mainly comments on conclusions drawn from studying the problem of "no markets". 
I have also indicated some problem areas for further studies (Section 8-2). 



2. Concepts and basic definitions 

2-1. Overview 

In this chapter we shall discuss intervention, interpret large-scale commercial rice 
production in terms of the concept of systems, and discuss the concepts of markets 
and marketing. We shall also define efficiency and conclude this chapter by discussing 
some of the implications of these definitions and concepts. 

2-2. The Concept of Intervention 

In the past the Government has played an active role In the functioningof the market 
for certaln crops, such as cocoa. Two aspects of this role may be pointed out at this 
moment. Flrst, Intervention has been effected In response to demands from one or 
more Interest groups in the society. Second, Intervention has been initiated by the 
Government for developmental reasons, for example Esiama Rice Mill. In either 
sltuatlon, one can observe that specific needs have been translated into specific 
functional activities by managing a system of statutory agencies and a set of fiscal 
policies. Some of these statutory agencles have been the Cocoa Marketing Board and 
the Grams Development Board. Some of the fiscal pol~cles were related mainly to 
guaranteeing, subsld~zing and controll~ng prices along the distribution channel, 
levylng of dut~es and taxes on certain imports. 

In thls case, lnterventlon may be defined as a process whereby a Government can 
take certaln tlmely actlons in the market to help or coerce some of the Interest groups 
in such a way, that, more desirable results in business or in terms of the system's 
performance can be achieved. 

By this definition, intervent~on requires the following: 
l .  That the Government should have valid and useful Information about the events 

whlch mlght have necess~tated intervention. This lncludes identification of the groups 
or groups that ought to be helped or coerced to do what 1s expected of them. We can 
include the ident~ficatlon of the stages in the distribution system where intervention 
actlvittes or measures would be needed. 

2. That the collected informat~on would be processed In order to define (i) what the 
substantive lssues are. (11) the varlous alternative actions that can be taken and (iii) the 
purpose each alternative action IS to  serve. 

The Importance of t h ~ s  requirement is that it will permlt the Government to choose 
a few of the alternative acttons which are related more to the central issues and the 
purpose. Also the costfactors should be specified as far as possible so that the chosen 
set of actions will have the highest probability of succeeding.25 

3. That the Government and the chosen Interest group should assume equal 
responsibil~t~es for the chosen set of actlons and their consequences. 

This requirement may be related to how intervention measures are implemented. 



And it suggests that the probability of success of the chosen set of actions will depend 
also upon the internal commitment of the interest groups in the system.26 It seems 
realistic, as such, to assume that some knowledge of the Concept of Systems can be 
useful when implementing any intervention measures.27 

2-3. Large-scale Commercial Rice Production- 
a System's Interpretation 

Sherman ~nd~ca ted  that the 1968 conference was held to interpret large-scale 
commerc~al rlce production in systems perspective.28 At this conference a 
"programme" was adopted to attain self-suffic~ency by 1972. Sherman considered the 
programme as system In wh~ch 

the ,~gronomcsl, the f e r t ~ l ~ ~ e r  d~str~butoi and the marketlng man must understand the~r 
~n~errel,~t~onsh~pa In order to proceed as a unlt towards the common objective 2' 

From the same source, Sherman's system seems to have the following as its 
components: 

(a)  Product~on Inputs: Improved seeds, fertlllzer and credit. 
( h )  Market~ng: establishment of Regional Marketing Committees, the Food 

Market~ng Corporat~on, prlce support program for rice, co-operatives and the 
lnteractlon of these marketing forces. 

( C )  R ~ c e  1mports.30 
At the 1970 Conference on rice production many of the speakers considered a 

syhtem as 
(i) concerted action. Thls may be exemplified by Afful's suggestion that ". . . small- 

scale farmers should be organized around processing mills . . .".jl 
(11) a I~st of certaln components. Ghartey s a ~ d  that ". . . rlce production does not 

only involve the complicated process of growing rice in the field but also includes 
research. marketlng, processlng, storage, prlce and Import or export policies".32 
Tagoe's "comprehensive approach" deflnes the "production requisites" as being ". . . 
land clear~ng. Inputs. processlng, marketing, research and extension se~ices".33 Afful 
deflnes rlce production as having". . . several phases ~ncludingcultivation, processing 
and storageW.'J 

( i ~ i )  an inst~tut~onal setting In Mark-Hansen's "vertical set-up for price stabiliza- 
t ~ o n " . ' ~  

I t  seems that the authors were trylng to be as practical as possible. But their 
lnterpretatlons do not specify whether the system they are describing concerns the 
entire rice industry or a segment of it. It is difficult to guess whether any meaningful 
appl~cation can be drawn from them. They seem to contradict each other. 

In t h ~ s  research the system we are conslderlng 1s the d~stribution channel designated 
for large-scale commercial rice production. Given the considerations discussed in 
Section 1-4, our system comprises a set of institutional relations which enable the 
Interest groups to operate In such a way that a set of predetermined objectives can be 
achieved. 

In t h ~ s  defintt~on 
I .  Inst~tutional relations refer to the (i) mechanism, e.g. different types of markets, 
price control or adm~nlstrat~on.  whlch may be used by the interest groups for their 



purposes; (ii) legalized relations whlch may lndlcate ownership, express co-operation 
or CO-ord~nat~on among the Interest groups, etc., and ( i~i)  other actions which may be 
taken In the future to affect the structure of the system and the behaviour of the 
interest groups (see also Chapter 7). 

2. Interest Groups represent three categories of decision making units, namely: 
(a) The Government, which stands for the state as an entrepreneur and the various 

Government departments which are connected with the rice business. 
(b) Busmess Firms, represent (i) commercial paddy farmers, (ii) Rice Mills Unit, 

(lii) Ghana Nat~onal Tradlng Corporation, (iv) Agricultural Development Bank, etc. 
In Chapter 4 the term "business firms" will have other meanlngs which are specified in 
that chapter. 

(C) Consumers. T h ~ s  term is used for both private and institutional buyers such as 
hospitals, schools, the army, prisons, catering and restaurants. 

Other decision maklng units will be specified in their appropriate connection in the 
course of this report. 

3. Objectives. The prlrnary objective for the system is to produce and market rice in 
sufficient quantities and good quality so that there will be no need for its import. 
Other objectives of intervention have been specified in Chapter 5. These may be 
translated Into goals which will be operational for the business firms. Some 
suggestions have been made in Section 2-5 below. We shall assume that consumers 
wish to buy nutritionally enriched rice with white appearance in sufficient quantity 
and at reasonable price. 

4. Some of the act~vities which have to be performed in the system have been 
discussed in Appendlx B.4. In order to avoid repetition, some of the resources which 
m ~ g h t  be needed to execute those activities and factors which might limit performance 
have been discussed In Chapter 5. 

2-4. The Concepts of Markets and Marketing 

In the system we have just described, farmers can sell their paddy to the Rice Mills 
Unit a t  a guaranteed price per bag of 180 Ibs. The act of buying and selling is a pair of 
the many business transactions which may take place within or outside the system. 
Transactions are made possible by the existing institutional relations of which the 
market is an element. 

We shall think of the market as one of the institutional relations which enable the 
interest groups to transact varieties of businesses at different times and places. 

There are two aspects of this definition that must be explained at  this point. 
The first one is that business transactions in or outside the market can be effected by 

other kinds of lnst~tutional relations. Two of the relations we have in mind now are 
admlnistrat~ve actions and political decisions. Transactions which are effected 
through adrnln~strative actions may take place within the business firms or the 
departments and mlnistr~es of the Government. The values of such transactions may 
not necessarily reflect market prices prevailing at  the time. On the other hand market 
prlces may be used for accounting purposes. Transactions effected through political 
decisions may tend to substitute or supplement business transactions in the markets. 
Examples of these klnds of business transactions can be price subsidization, food aid 
programmes and the administration of taxes and import duties, i.e. intervention. 



Transact~ons through the markets, admin~stratlve actions and political decis~ons 
can be observed in the present rice marketing systems In Ghana. The situation may be 
explained by the growth of both prlvate and government roles In the rice marketing 
systems. 

The second aspect of the definition is that markets have to be created, developed 
and ma~ntalned over tlme. This requires complicated and deliberate actions from the 
Interest groups within and outside the system. Many of these actions, like 
Intervention, tend often to generate certaln patterns of behaviour. We shall designate 
the term "mat ketlng" to this pattern of behaviour. 

In this context, marketing is the behaviour of the interest groups as regulators, 
buyers and sellers in the market, where they strive to  achieve their objectives by 
performing certain business activities in many different ways (techniques). 

In t h ~ s  definition of marketing, objectives, business activities and techniques 
constitute the primary instruments which are required by the executive or the 
manager of a busmess firm for making and implementing decisions (i.e. for taking 
actions). The following discuss~on provides an illustration of the concepts of markets 
and marketing. 

Fig. 2 shows the operation of the concepts of markets and marketing. In this figure 
it is assumed that each of the three categories of interest groups, namely, the 
Government, the business firms and the consumers, uses the market in the pursuit of 
its objectives. The relation of each of the interest groups to the market may be 
summarized as follows: 

On the sell~ng side of the market a business firm's sales volume may depend on the 
product offer and the preva~ling market cond~t~ons .  The product offer is the result of 
using available stock of knowledge and the firm's production facilities to  process and 
to develop a product, e.g. rice, and chooslng some techniques for distributingits rice. 

Let us subst~tute "customer" for "consumer". We will notice that, on the purchasing 
s ~ d e  of the market, apart from the prevailing market conditions, a customer's 
purchases can be determined by his predisposition to  buy. This in turn, may depend 
on his taste and needs (preferences)36, selection of supply sources and financial 
resources. 

In the market the Government trles to admin~ster certain regulations such as 
observation of standards, subsidization and control of prices. 

The effects of these regulations and the interactions among sellers and buyers 
generate lnformat~on on actual market situation. Each of the interest groups collect 
information about sales and purchase, prices and quantities of the available products, 
etc. This is communicated to the decision makers' stock of knowledge for assessing the 
degree to which objectives have been achieved. If the degree of goal fulfilment38 is high 

I .  the manager of the busmess firm may take some actions to reinforce and to 
sustain performance 

2. the customer will repeat his purchases 
3. the Government is l~kely to behave as in point 1 above. 
If the degree of goal fulfilment 1s low 
(a) a different set of actions will be taken by the manager of the business firm to 

resuscitate performance 
(b) the customer will most likely seek another source of supply, i.e. another firm 

whlch can supply his needs 
(C) the Government may alter its regulations, coerce the business firm to improve 





its busmess transactions or Intervene In some way that may be politically 
advantageous. 

It IS obv~ous that thls klnd of process, so to speak, seems to be necessary and may be 
appl~ed by any of the decislon making units to regulate market conditions, safeguard 
his interest and to effect those changes in marketing that might be needed. Preston 
referred to t h ~ s  inbuilt feedback process as "market reaction". It means 

the sequential response of other marketlng d ic~s~on-mak~ng units to actions taken 
unilaterally by any of them and to d~sturbances arlstng from other sources.39 

We have thought of markets as an institutional relation which enables the interest 
groups to transact busmess as buyers and sellers. Marketing is the behaviour of the 
dec~sron maklng unlts in the markets where they employ different techniques to 
perform certain activities which will enable them to achieve their objectives. Preston 
cons~ders markets as "exchange relationships among buyers and sellers".40 

In the Seven Year Development Plan a "market" was to be created by "setting up 
buy~ng centres In product~on areas" to enable paddy farmers 

to be11 w~thin reasonable d~stance from (the~r)  farms all (they) could produce-and at  f a ~ r  
prlcca 

The ev~dence also Indicated that a "marketlng organization" will be needed to do 

\oniething more to obtaln the conf~dence of the producer and to convlnce hlm . that 
\ L I C ~  a 111d1 ket really ex~sted Jz 

The Plan indicated that 

,I aepdrate organlration or d ~ v ~ s ~ o n  may be warranted to deal w ~ t h  ( w e )  marketing43 

which meant, probably, activities connected with 

buying. handl~ng, transportatton . . (and the provlslon of) adequate market intelligence to 
ensure smooth channell~ng of supplles to consumers.44 

Mark-Hansen's concept of "rice marketlng" states that ~t 

btarts from the moment the farmer puts the seed Into the ground to the tlme when the w~fe's 
dellwte f~ngers have turned the clean rlce Into an appetlslng dellc~ous dish ready to serve on the 
d ~ n ~ n g  table * 
Two other concepts of marketlng whlch have some relevance to this research can be 
rnent~oned at thls polnt. 

In his dlscuss~on of some marketing problems in Ghanaian agriculture, La- 
Anyane cons~dered marketing as belng 

tho\e dcti\ it~es In\ ol\ed in the flow of goods and servlces from the polnt of ln~tial agr~cultural 
p~oduction unt~ l  they are in the hands of the ultimate consumer 46 

"Those actlvlt~es" referred to  In t h ~ s  deflnltion have been clted in Appendix B.4. 
From the l~terature on marketing we may clte McInnes's definition of marketing 

whlch states that lt 1s 

force required to bndge a scpardtton -In space, t ~ m e  perception. valuation and 
ownersh~p-between makers and users of economic goods . . and to realize opportunity 
Iatentl~ exlatlng In the market potent~al .~ '  

Preston's concept of markets IS closely related to the one we have adopted for this 
research. The Plan's concept of markets may be related to the principle that markets 



ought to be created and developed. But its appl~cation was limited to the paddy farms 
and the Rice Mllls U n ~ t  segment of the distribut~on channel we have been considering. 
It regarded rlce markets as separate entitles from paddy markets. In our concept, all 
the markets that can be found in the distrlbut~on system (and, practically, in the entire 
marketlng system for food) are related to each other via what Preston has succinctly 
described as the "market react~on" process withln the concept of marketing. 

The marketing concepts postulated in the Plan and by Mark-Hansen, La-Anyane 
and Mclnnes d~ffer  from each other In terms of the degree of the specificity or 
general~ty of the problems the authors were studylng at  that time. This factor may 
explain why marketlng is a "force" (Mclnnes), a set of "activities" (La-Anyane, Plan) 
and a "behav~our" (in our concept). Mark-Hansen's definition may be related to the 
temporal and spatial extensions of the market. 

Insplte of these differences in approach to marketlng as a concept, they are related 
In some ways. Each of them states some kind of 

I .  objectlves such as 
( I)  assurlng the existence of markets for paddy farmers as well as smooth 

channellng of rlce to consumers (Seven Year Development Plan). 
(11) brldglng separations and realizing opportunities In the market (McInnes). 
(lli) generation of flows, which IS expllc~tly stated In La-Anyane's, but may be 

lmpl~ed in Mark-Hansen's. 
2. transactions as activities In the Plan's, La-Anyane's, Mark-Hansen's and 

implied. perhaps, by the term "force" in Mclnnes' definitions. 
3. orientation, namely, segmentation of the channel into aggregate markets (as in 

the Plan), segmentatlon of markets (Mclnnes) and channel orientation (La-Anyane 
and Mark-Hansen). 

In thls way, we can say that the other concepts are related to one or two of the 
elements, namely, objectives, business activities and techniques, in our concept. 

2-5. Evaluation of Performances 
of the System and/ or its Components 
In the concepts of markets and marketlng we discussed, tangentially, how each of the 
Interest groups evaluates its performances. In order to determine the efficiency of the 
system or any of its components we need to follow certain prescribed procedures. In 
this sectlon we shall consider three of such procedures, namely, performance 
standards, measurement and forecasts and actual evaluation. 

a )  Performance standards. In principle these are the objectives which are expected 
to be achleved over a glven perlod of time. Let us assume that 

(I) the Government wlshes the system to attaln self-sufficiency in the quantity and 
quality of rice to be sold at  controlled prices. Other objectives can be read in 
Chapter 5. 

(11) the busmess firms wants to max~mize their profits. Normally, there are other 
object~\es, llke dlstr~bution costs, market share and stock-out rates which afirm may 
want to mlnlmlze or maximize. 

(111) the consumer wants to buy rlce whlch has an appealing (white) appearance, 
less broken kernels and inedible objects, and, which may be bought at  a reasonable 
prlce (or at controlled price). 



b) Measurement and forecasts. We will assume that the above-mentioned 
objectlves can be measured in monetary (and other quantitative) or qualitative terms 
of whlch some have been suggested In Appendix B.2. Forecasts are considered in this 
context as the values of objectlves that may be achleved In any future point in time. 

c) Actual evaluation. This procedure requires that we compare the values 
obtalned from forecasts wlth actual values of current performance to determine 

(i) ~f the objectives are currently being met o r  if they are expected to be met at  some 
future tlme. Here we want to know the degree of goal fulfilment, that is, efficiency of 
the busmess flrm or the system. If the term "degree" IS measured in percentile units or 
on a scale of zero-unlty (0-l), efficiency will be h ~ g h  as the value of the "degree" 
approaches 100 or unity. 

On the measurement of marketing efficiency, La-Anyane suggested that a "relative 
scale rather than an absolute scale" should be used.48 

(11) the extent to whlch a chosen method or technique for executing a task fosters 
the achievement of the goals. By this criteria we shall determine how effective the 
chosen techn~que has been or could be. 

It follows that the system or any of ~ t s  components 1s efficient if it fulfils certain 
clalms made upon ~t by one or more interest groups in the society. On the other hand, 
a technique 1s effective if, and only ~ f ,  there is no other better way of executinga given 
task. Thus ~f the evaluation of forecasts and current values of performance indicate 
any s~gn~flcant devlat~on from the performance standards, it would suggest the 
existence of a problem whlch should be Identified for further actlons to be taken. 

2-6. Implications of the Concepts and Definitions 

The concept of markets has been graphically explained in Fig. 2. Its meaning is then 
extended over vertical markets which forms a distribution channel. We have 
described this channel as the system for large-scale commercial rice production. In 
this system there are certaln institutional relations which enable the Government, the 
business firms and consumers to act and influence (or transact business with) each 
other in different ways so that certain objectives may be achieved. We designated the 
term "marketlng" to thls pattern of behaviour. 

An essential aspect of marketing is that each of the interest groups strives to obtain 
an adequate knowledge of the conditions of sales and purchases and for the earliest 
Intimation of any change.49 The acquired knowledge may be used by the 

1. Government to intervene whenever this is desirable and by the 
2. business firms and the consumers to increase their chances of making profitable 

sales and purchases. 
It  follows that market-making activities (see Appendix B.4), that is, the creation, 

maintenance and the development of markets, will depend substantially on using the 
knowledge acquired on the preferences of consumers, competitive actions, product 
attributes, etc. over time. This may reduce or rule out the probability that a "no 
market" situation will occur in any foreseeable future time. 

But, when resources are scarce acquisition of knowledge over time can be rather 
expenswe. Hence certain ~nterventionary measures, such as the provision of research 
servlces and ~ntelligence on the supply and demand conditions, may be needed to 
reduce distrlbutlon costs. 



Sellers and buyers may publicize the availability or the scarcity of paddy, rice, 
production ~nputs, premises for storing, wholesaling, retailing, etc. There may be "no 
market" for sellers or buyers, if for some other reasons, some business firms in a given 
geograph~c area have no information about paddy or rice supplies which may be 
ava~lable somewhere, e.g. In the Northern and Upper Regions of Ghana. 

An important Inference that can bedrawn from the concepts, especially, of markets 
and lnarket~ng is that the interest groups in the system learn from their market 
experience, including the experience of not being able to sell or buy at guaranteed or 
controlled prlces, and may try to adapt their behaviour accordingly. 



3. Rice and its importance 

3- 1 .  Overview 
In this research a product may mean paddy, local and imported rice. In the document? 
on rice production, the term "rice" has been used to mean both paddy and rice. Paddj 
1s a farm product which has to be milled to obtain rice. We shall use this distinction 
that is, paddy is a farm product and rice is a product of the milling firm. 

In this chapter we shall discuss the characteristics of rice and its importance to the 
consumers, the traders and the Government. We have assumed that, by discussing 
these questions we may get some preliminary insights into the "no market" problem 

3-2. Characteristics of Rice found 
in Ghanaian Markets 

In Ghanaian markets one can find both local and imported rice. 

3-2.1. Characteristics of imported rice 

Imported rice 1s raw-m~lled. It has a white appearance which has sometimes been 
emphasized by passlng the kernels through nutritionally enriched solutions. This 
technique imparts extra whiteness to the kernels. The whitish appearance has been 
the standard measure of quality and nutritional value among consumers. 

Imported rlce has long- and medium-grained, slender, sometimes translucent, 
kernels. They separate freely when boiled or cooked. It is highly valued in Southern 
Ghana where. as a result of a long period of trade with some of the European 
countnes. consumers have acquired a special taste for it. 

3-2.2. Characteristics of local rice 

Before intervention, local rice normally contalned kernels of varying size and colour. 
Local rice can be raw-milled or parboiled-milled. Parboiled rice is preferred more by 
consumers in Brong-Ahafo, Northern and Upper Regions of Ghana. In Southern 
Ghana raw-milled rice is more preferred. 

This may indicate that consumpt~on of a given type of local rice was restricted, 
somehow, to the geographic region where it has been processed. Inspite of this 
restriction some quantities of both types of rice were often found in many urban and 
feeder markets. 



3-3. Importance of Rice 
The Importance of rice may be described in terms of the relationships which may exist 
between some of the attributes of the products and certain demands of the interest 
groups In the system. 

3-3.1. To the consumers 

Rlce has become important to the consumers because it 1s easy to keep at  home for a 
long per~od of tlme and can be cooked at any time. It has a natural taste and can fill the 
stomach wlthout making one feel particularly heavy.50 This factor seems to have 
much slgnlficance In the consumers' prote~n-calor~e needs. 

Grist has shown that, on average, a given variety of rice may contain about 80 per 
cent of carbohydrates and about 9 per cent of proteins. Minerals and vitamins 
constitute the remaining 11 per cent.51 Florence Sai's study on the nutritive values of 
some tropical fruits and vegetables indicated that one pound (about 450 gr.) of cooked 
rlce can yleld about 1690 cal0ries.5~ This is roughly 95 per cent of the daily calories 
(about 1880) actually consumed by the average Ghanaian.53 This shows that the 
nutritive Importance of rice is due mainly to its high content of carbohydrates. 

Rice has become important also as a result of high rates of urbanization (about 12.8 
per cent per annum) and population (about 3 per cent per annum) growth. The per 
caplta consumptlon of rice in 1973 was about 22 Ibs. (see Appendix A.2). Rice 
consumptlon has been about 20-25 per cent of urban household food purchases.54 In 
urban areas consumers have become more and more dependent on purchased foods. 
Thls has been made posslble by the opportunities they have to increase their money 
Income in the booming industrial urban areas. 

3-3.2. To the traders 

Rlce has been Important to  traders, millers and farmers, in the sense of offering job 
opportunities, for using human and material resources which would otherwise have 
remained unemployed. That is why it is widely grown, milled and distributed in 
Ghana. 

It has been a profitable enterprise for those who have produced and traded in local 
as well as imported rice in Ghanaian markets. The size of imports may indicate its 
Importance to the traders as well as to the Government. 

3-3.3. To the Government 

Rlce has been essential also from the polnt of view of the Government, which has to 
ensure that the markets provide an adequate and regular supply of rice and other 
foodstuffs for the growing population.55 It is believed that the quantity of local rice 
sold every year was not sufficient to cope with the rapidly increasing demand and 
rlslng prices of foodstuffs, including rice. Large imports of rice had to be effected to 
alleviate food shortages which were becoming apparent in some urban areas during 
the 1960s. 

As indicated in Appendix A. 1, import statistics reveal that the value of annual rice 
imports have increased steadily. It was little over 4 million cedis during 1957-1962, 
and reached about 5 million cedis during 1963-1968, and over 7 million cedis during 



1969-1973. In general, rice imports appear to have claimed an average of about 1 1 per 
cent of the total annual food imports. 

Imported rice has become an important political factor in sustaininggovernmental 
~nfluence on many economic activities and on other business transactions in the 
country. It seems that this factor had tended to determine the integrity and, in part. 
the survival of any post-independent Governments. In 1972, the Deputy Chief of 
Information Officer remarked that 

some Ghana~ans had developed such tastes for foreign goods that the popularity or otherwise of 
past Governments had invariably been determined by thelr availab1l1ty.5h 

It seems that each of the four Governments5' the country has had since independence 
has, in one way or another, provided funds for the importation of foods which were 
labelled as "essential commodities".58 For instance, in 1973, the National Redemption 
Council voted a subsidy of 23 million cedis 

to ensure the flow of certain fore~gn commodltles which Ghanaians have become accustomed to 
and whlch they use as yard-st~ck for measuring the success of any Government 59 

3-4. Some Aspects of the "No Market" Situation- 
A Hypothetical Explanation 

The relatively short discussion we have followed in this chapter has shown that rice 
has been essential in the behaviour of the consumers, the business firms and the 
Government in different ways. 

The hypothesis is that the nature of the different ways which have made rice 
important to  each of the interest groups could be in conflict and that this conflict may 
explain certain aspects of the "no market' situation. Conflict is necessarily a problem 
that requires some kind of solution. The choice of the solution may depend on the 
nature of the problem. 

There is an indication that rice is widely produced and marketed in Ghana. Given 
the size of the imports, we may suggest that the supply of local rice has often lagged 
behind the total demand for consumption. Reusse has considered this as having been 
a "great ~ h a l l e n g e " ~ ~ ,  perhaps, to  the marketing system as well as to the 
Government.6' 

We can assume, therefore, that, the primary problem of the "no market" situation 
seems to be the inability of the extant marketing systems to equilibrate the supply of 
and the demand for local rice. And that, this seems to have been a generic problem 
with a long history.62 

The interest groups can be related to this problem in several ways of which the 
following are discussed below: 

l .  On the demand side, the evidence presented in this chapter seems to suggest the 
following: (i) As rice is consumed with little or no modification, the size of the kernels, 
its general appearance, cooking qualities and taste63 could be the most influential 
factors on consumer preferences. (ii) Consumer preferences are strongly entrenched. 
It is also most likely that these factors will affect the supply of both localand imported 
rice. 

2. On the supply side we may want to know how the business firms had organized 



the marketing of both local and imported rice priorto Government intervention. (We 
shall d~scuss thls In Chapter 4). 

3. The Government can also be related to  this problem through its decision on, for 
example, whether the country should depend on food imports or whether it should be 
self-sufficient In certain foodstuffs, including rice. At this point the evidence suggests 
that rice Imports were once considered a temporary stabilization measure.64 However, 
~t seems that, in the course of time, this function has developed into a political force 
which has tended to undermine the integrity and the survival of any post- 
independence Government in the country. In this respect, Government intervention 
may be regarded as a logical outcome of the "no market" problem. (We shall discuss 
thls in Chapter 5 ) .  



4. Pre-intervention 
marketing organizations 

4- 1. Overview 
The market~ng of rice prior to Government intervention covers a period offive years, 
from 1958 to 1962. Twenty f ~ v e  of those whom I interv~ewed felt freer to dispense with 
lnformatlon that would probably have no immediate negative effects on their current 
activities. This chapter IS devoted to describing the types of distribution channels 
which the busmess firms employed in the marketing of both local and imported rice. 
We shall also discuss some of the marketing activities they performed and relate these 
act iv~t~es to the "no market" problem. In the concluding section we shall discuss some 
aspects of the traders' demands for improved marketing facilities. 

4-2. Organizations of the Marketing Systems 

The marketing system may be divlded into two distinct channels, namely, Indigenous 
D ~ s t r ~ b u t ~ o n  and Expatriate Marketing Systems. These distribution channels are 
shown in Fig. 3 which was drawn on the basis of information I obtained from my 
Interviews. 

If we compare Flg. 3 with Fig. 2 we may notice that the feeder and urban markets 
(Fig. 3) are but two types of the market envisaged in Fig. 2. The business firmin Fig. 2 
can be any one of the firms, stores (of the Expatriate Marketing System), paddy farms 
or m~lls (of the Ind~genous Distribution System). Given the stage in the channel any of 
the busmess firm and the consumers in Fig. 3 may be customers (as indicated in Fig. 2) 
to one or more firms of the Indigenous Distribution System and/or  firms and stores 
from the Expatriate Marketing System. Since the role of the Government was limited 
to the Issuing of import I~cences, it iseliminated In Fig. 3. In the followingsub-sections 
we shall discuss the structures of the distribution channels, costs, margins and prices. 
We shall also descr~be some of the techniques which have been used in rice marketing 
and their relatlon to the "no market" problem. 

4-2.1. Indigenous distribution system 

This channel consists of several distribution channels whlch often involved semi-co- 
operative groups and a host of unit peasant farmers and traders. As indicated in Fig. 
3, however. the Indigenous D~str~bution Systems can be dlvided into six stages, with a 
change In ownership of the product ( r~ce  or paddy) taking place often, between the 
stages. These stages also form the bases for a chain of markets through which paddy 
or rice was sold and bought. 

The f~rs t  stage conslsts of the farms wh~ch grow and harvest paddy. The next stage 



F'lg. 3. P r e - l n t e r v e n t ~ o n  Marketing S y s t e m s  f o r  P a d d y ,  
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involves the movement of paddy from the farms to processing centres, storage and 
millers and hullers. The third stage includes the movement of ricefrom the processing 
centres to the Feeder markets.65 The fourth stage consists of transporting rice from 
feeder markets to urban markets, where regular wholesaling and retailing activities 
are transacted. The fifth stage encompasses the purchases and movement of rice 
between the retailers and the consumers. 

The movement of paddy and/or  rice through the Indigenous Distribution Systems 
can be described as follows: 

The general practice was to begin selling paddy soon after harvesting. Except a 
retention of about 5 per cent by 10 of the I5 farmers Interviewed nearly all the surplus 
paddy were sold out within six months after harvest. 

In 1962 unit farmers supplied about 85 per cent of paddy. Groups of farmers which 
functioned as semi-co-operative organizations sold 15 per cent of the paddy output 
for that year. Between the farms and the nearest Feeder Markets of any importance 
paddy and rice were sold, processed, hulled or milled and transported through three 
distribution channels. The first one can be described as 

FARMS + ITINERANTTRADERS -. HULLERS + FEEDER 
MARKETS + URBAN PUBLIC MARKETS -. PRIVATE CONSUMERS 

Two of the 9 farmers had normally used this channel. Two of the other 6 farmers 
maintained that the Importance of this channel to  their semi-co-operative 
organization depended on the members'immediate need for money. Even then, only a 
certain proportion of the groups output was sold through this channel. Itinerant 
traders were often the residents of the same or nearby villages and towns. There were 
other Itinerant traders who came from distant places to buy paddy from farms, milling 
centres and In Feeder markets for resale elsewhere. Local itinerant traders purchased 
paddy which they stored for an average of three weeks before selling. Four of the 
 tiner rant traders bought paddy and other farm produce which were offered to them by 
the farmers. Three itinerant traders and 6 unit farmers parboiled their paddy before 
m~lllng. There were instances when some farmers by-passed the itinerant traders. But 
thls action was taken only when they could d o  so, i.e. they had toconsiderthe load to 
be carrled, the distance to be travelled, other tasks that has to  be performed on the 
farms, etc. Three of the farmers claimed to have sold substantial amounts of their 
paddy outside their semi-co-operative groups, because they felt that they were being 
cheated. 

The second distr~bution channel can be described as 

FARMERS -. MILLERS + FEEDER MARKETS 

In this channel unit farmers andior  farmer-groups performed the processing of 
paddy. They bore the cost of processing and milling. Two farmer groups and 4 unit 
farmers had their own hullers. After milling they sold the rice in Feeder Markets or in 
urban wholesale markets. 

The thlrd distribution channel can be represented as 

FARMERS -. FEEDER MARKETS 

It seems that this channel was used for selling paddy from the farmers to  traders in the 
Feeder Markets. Those who used this channel believed that this meant better chances 
of maklng better transactions. 



From the Feeder Markets paddy was moved Into processing centres to be milled. 
R ~ c e  was then d~s t r~buted  through an average of three Urban Wholesale Markets to 
urban retail traders. 

In Urban Wholsale Markets, 2 of the respondent wholesalers distributed both local 
and imported rice, one other specialized in the d~stribution of local rice and a third 
sold only imported rlce. Wholesalers, who sold imported rlce, obtained their supplies 
from the local branch stores of expatriate chain-store organizations, like, the United 
Africa Group of Companies In Accra, Agona Swedru and in Kumasi. 

Two of the 6 wholesalers are w0men.6~ One female and 3 male wholesalers used to 
vls~t  different wholesale and periodic markets for t h e ~ r  supplies of local rice in 
h s h a n t ~ ,  Western and Eastern Regions. Two others operated a chain of resident 
agents In Feeder Markets. Most of the wholesalers kept and maintained permanent 
stalls In the markets of the towns, like Tamale, Accra and Kumasi, where they 
normally I~ved. R ~ c e  was stored under tapaul~ne-covered sheds, In open places near 
the stalls or somewhere in the market place and In then homes, if unused spaces were 
ava~lable. 

R e t a ~ l ~ n g  has been an exclusive occupation for the resident female traders in Urban 
Publ~c Markets. In these markets traders are grouped according to the types of 
products marketed. Retailing of rice has always been separated from the stalls or 
places where wholesalers transacted their business. Of the 14 respondent retailers, 7 
sold only local rlce, 3 more sold both local and imported rice and 4 others sold only 
Imported rlce. They obtained their supplies from wholesalers w~thin the Urban Public 
Markets and from the wholesale stores of the Expatriate Market~ng Systems. 

4-2.2. Expatriate marketing systems 

Fore~gn firms which were operating In the Expatriate Marketing System used to 
Import rlce from such countries as Br~tain, Italy and Luxembourg. Imported rice was 
then marketed, as shown In Fig. 3, through three distribution channels: 

1. t h e ~ r  own 
2. d ~ s t r ~ b u t ~ o n  channels owned by other fore~gners or Ghanaians 
3. buyers for institutional consumption. 
For an illustration let us recount the ~nformat~on  on imported rice marketing as w;s 

practised by the United Africa Group of Compan~es In 1959.67 
An offic~al of the company believed that about 20 per cent of their rice import was 

sold to institutional consumers and about 15 per cent of the rema~ning quantity was 
sold to other marketing stores. Of the remalnlng 65 per cent, about 30 per cent was 
sold through their own wholesale stores to passbook68 holders from the Indigenous 
Distr~but~on Systems. The other 35 per cent was retailed uncond~t~onally In the 
grocery sectlons of their department stores. 

4-3. Prices, Distribution Costs and Margins 

In the Indigenous Distribut~on Systems, a unit trader often calculated his price by 
s~mply adding a certain margln to total average costs per unlt of sale. This may be 
expressed as follows: Price = Total average costs + margin. 



We can ~llustrate this technique of priclng from Tables 1 and 2. A processor's selling 
price of 6 cedis 55 pesewas per bag of 100 Ibs. was made up of (a) paddy pr~ce-4.50, 
(b) processing and d~stribution costs-1.50 and a margln of 55 pesewas. 

Table I .  Selling Prlces of Traders and Business firms for 100 Ibs. of local or 
irrzported rice distributed through the marketing systems in 1960. 

Expatriate 
Marketlng 
Systems 

Selling prlce of the C e d ~ s  Percent C e d ~ s  Percent 

I Farrner 
2 Processor 
3 151 rrader 
4 2nd Trader 
5 3rd Trader 
h Importer 
7 Wholesaler 
X Ret'liler 

Sourt r.5: Appendices A.3 and A.4 

It was believed that this calculated price was often lower or higher than the price 
prevailing In each market at the tlme of transactions. Such var~ations in prices often 
led those. who were willing to transact business, Into series of bargaining over actual 
sales prices. Price bargaining occurred In varying scales in all markets along the 
distribut~on channels. In general one can assume that the bargaining price in a given 
market 1s high at the beginning of the day's marketing activities, but may fall 
gradually during the day. 

In such markets prlces were affected by several factors. It was generally believed 
that the actual prlce at which a bag of paddy or rice was sold depended upon the level 
of the calculated price, the tlme during the day, the traders'bargaining competence, 
the stocks available for sale and the traders' willingness to bargain and transact a 
busmess. 

In Expatriate Marketlng Systems, prices were set, for the first time by the importing 
firms. And the princ~ple by whlch the price per unit of sale was determined appeared 
to have been the same as indicated earher. namely, average costs plus a margin. 

Table 2 shows the distr~bution of costs and marglns among traders from the 
Ind~genous Distribution and Expatriate Marketing Systems. In the Indigenous 
D~strtbution Systems the processor's total distribution costs of 1 cedi 50 pesewas was 
about 50 per cent of the total channel cost of distribution and about 11 percent of the 
retall pnce. Except for the first trader's distribution costs of 55 pesewas, the other 
traders' individual distribution costs were below 40 pesewas. In this particular year, 
1960, the processor's margln of 55 pesewas was about 9 per cent of the total channel 
margln, which was 5 cedis 90 pesewas. 

In the Expatriate Marketing Systems, the importer's total distribution costs of 4 
ced~s 65 pesewas was about 85 per cent of the total channel distribution costs and 



Fable 2. Costs and Margins o f  Traders and Bus~ness Fzrms for 100 lbs of local and 
imported rice dzstr~buted through the marketing systems in 1960.' 

Costs and marglns 
of the 

lndlgenous Expatr~ate  
D ~ s t r ~ b u t ~ o n  Systems Marketing Systems 
Costs M a r g ~ n  Costs M a r g ~ n  

I Processor 
2 1st Trader 
3 2nd Trader 
4 3rd Trader 
5 Impclrter 
6 Wholesaler 
7 Retaller 

Total 

Sources Append~ces A.3 and A 4 

I In  t h ~ s  table cost data d o  not ~nclude the price of paddy o r  the fob prlce of Imported rlce. 

about 33 per cent of the retall price. The costs of distribution at  both the wholesale 
and /or  retail stages of the channel were respectively less than 60 pesewas. The 
~mporter's margln of 1 cedi 20 pesewas was about 33 per cent of the total channel 
margln of 3 cedis 60 pesewas. 

If we compare the two distribution channels the following characteristics may be 
observed: 

1 .  The number of stages and therefore, markets, within the Indigenous 
D~s t r lbu t~on  Systems are more than in the Expatriate Marketlng Systems. This may 
suggest lower specialization and concentration of activities in the former than in the 
latter. Thls may affect the length of the respective channels and, perhaps, the degree of 
consumer coverage In a given geographic area, prlces, costs and margins. 

2. The structure of prices, costs and margins seems to reflect the structure of a given 
distribution channel. 

3. Marglns at each stage of the channelseem higher in the Ind~genous Distribution 
System than they were in the Expatriate Marketing System. 

In the next section we shall discuss the types of techniques used by the traders to 
achleve thelr objectives. 

4-4. Marketing Techniques Used 

Traders from both channels were known to have pursued a large number of 
objectives, of which profit came first. Profit is thought to be the income which a trader 
recelves over the costs of dlstr~butinga given type of rice or performing a given type of 
actlvlty. 

Traders from the Indigenous Distr~bution System measure rice with "bowls" of 
different sues and weight, "kerosene" tins, "cocoa" bags and "cigarette" tins. 

Bulk purchases were measured with three different "bowls". Let us describe themas 



"Bowl-30", "Bowl-35" and "Bowl-40", where the figures 30,35 and 40are the number 
of bowls that can fill a "cocoa" bag. The Normal weight of such a bag of rice is about 
240 Ibs ( l  10 kg). Therefore Bowl-30, Bowl-35 and Bowl-40 will weigh about 8,7and 6 
Ibs respectively. The same bag can be filled with 7 "kerosene" tins of rice. Each 
"kerosene" tin weighs about 33 lbs or 15 kg, when filled with rice. 

The standard unit of sale at  the retail stage of the channel has been a "cigarette" tin. 
wh~ch we~ghs about 11 ozs o r  300 gr. Each of these units of sale had its own price. 

In order to translate, for example, the profit objective into prices and to effect a 
transaction at the same time, it was a common practice (and still is) for the traders to 
pad the bottoms of the "kerosene" or "cigarette" tins. This practice often reduced the 
quantrty of rice that went for a given price. 

To effect transactions a trader might keep the price slightly higher than the 
prevall~ng average market price and then add small quantities of rice to  the standard 
quantlty of sale. Sometrmes these "addltionals" were specified prior to the conclusion 
of a transaction at the going price. Otherwise a buyer might insist on more of the 
"add~tronals" the quantity of which the seller reduced each time. By this technique a 
buyer might "garn" about 2 kg of rice more on the standard quantity of l 5  kg at the 
wholesale and about 70 gr more on the standard retail quantity. 

In the Expatriate Marketing Systems the operation of passbook systems enabled 
some of the firms to marntain a sizable clientele of loyal customers. It is belived that 
thls technique allowed the foreign firms to sell other merchandise which otherwise 
was difficult to get rid of. 

4-5. Some Aspects of the "No Market" Problem 

We can Infer from the above discussion that some aspects of the "no market" problem 
could have been caused by certain characteristics of the extant marketing systems. 

I. It may be said that the design of the organizational structures and institutional 
relat~ons prevailrng in the Expatriate Marketing Systems seem to have promoted the 
use of passbook and Import licences to the advantage of the foreign firms. It was 
generally believed that the foreign firms possessed unrivalled expertise in servicing 
consumer preferences. In this respect two of the disadvantages of the passbook system 
can be pointed out here: (a) It tended to draw a large proportion of both traders and 
consumers away from patronizing local rice. (b) and it enabled the foreign firms to 
control the flow of imported rice into the marketing system in general, and, 
particularly, Into the Indigenous Distribution Systems. There seems to have been an 
awareness of the political consequences in creating shortages of any kind.69 Two 
Commissions of Inqulry70 have reported the misuse of import licences: (i) import 
licences were sometimes used for purchasing anything but those "essential 
commodrties" for which the licences were issued71 and (ii) that suchabuse of imported 
licences mrght have contributed to the "temporary shortages of certain essential 
commodities in the c0untry".~2 

2. The organizational structures and the existing institutional relations of the 
Indigenous Distribution Systems may be said to have added, substantially, to the "no 
market" problem. It seems that the number of traders and the organization of their 
marketing act~vities replicated the pattern of production and consumption. 

(I) On the supply side, production of rice has been carried out on small scales by a 



large number of unit farmers in almost every region In Ghana. Among the most 
~nfluentlal factors of their production were ecological limitat~ons (rainfall, low yield 
seeds, vanable fertility of solls), the Government's emphasis on export crops, such as 
cocoa. and the Inadequate marketing services they have been receiving.'3 

(11) Consumers were also scattered. They bought small quantities of rice at  a time 
and more frequently In a given market. 

(111) In order to serve both the farmers and the consumers, the traders have had to 
travel long d~stances to collect rice into economic sizes and distribute them in small 
unlts of sale. In performing bulking and bulk breaking activities traders were often 
hampered by many factors of which lack of information on supplies of local rice, 
competition from imported rice, inadequate storage and transport facilities were the 
most Important. On the other hand many of the traders seemed to operate on the 
assumption that. by using certain marketing techniques, sales revenue could be 
Increased in the long run, w ~ t h  little or no change in the quantity of rice actually 
distributed. the structure of costs, etc. Manipulations of marketing techniques 
contributed, probably, to fluctuations in the prlce and the quantity of rice actually 
marketed. For one thing, the importance of "add~tionals" to transactionscould make 
the recording of the price and the quantity of rlce in a glven market a difficult task. For 
another thlng the recordings of this nature might be of l~ttle use for developmental 
purposes. 

(IV) The Indigenous Distribution Systems had been labour-intensive because 
people found it easy to trade, wished to be on their own or that employment 
opportunit~es were generally scarce. There has been evidence of mistrust among 
traders in allowlng any long-term groupings or co-operative activities to occur. In 
these circumstances, ~t is difficult to imaglne that any one or any group of traders 
could influence such factors as the structure of the channel, its institutional relations, 
prlces or quantity of rice, for a very long time. While the interaction of the above- 
mentioned s~tuations seemed to have aroused some discontent among the farmers, 
traders and consumers regarding business prospects and rlslng prices at  the beginning 
of the 1960s, the rice busmess was attracting some politlc~ans and especially, the 
G ~ v e r n m e n t . ' ~  

To capitulate on this section we may say that the important aspect is that the flow of 
local rice and other facilitating services seems to have been slackened by certain 
structural and institut~onal factors. So that, while the Expatriate Marketing Systems 
distributed imported rice, the Indigenous Distribution Systems marketed, mostly, 
local rice, whlch, lncldentally. was not marketed by the foreign firms. 

4-6. Demands for Intervention 

In vlew of the general discontent whlch was prevailing durlng this period, some of the 
farmers, traders and consumers were asked In my lntervlew about what they did to 
Improve their situations. Answers to this question are as follows: 

1. Twelve of the 20 respondent consumers replied that there were demands for an 
adequate and regular supply of good quality rice and other foodstuffs a t  low prices. 

2. Eight of the unit farmers and 4 of the farmers who had been members of semi-co- 
operative groups and 18 of the traders interv~ewed replied that they turned to the 
Central Government for some assistance. They regarded the patronage of the 



Government as ~nd~spensable to the growth of the rtce business and to the "realization 
of their asplratlons for a better standard of li~ing".~5 

They were further asked about the nature of the assistance they sought from the 
Government. 

The farmers replied that there were demands for cultivational assistance in 
technical matters such as improved seeds, fertilizers and other farm inputs at  
subsidized prices, provision of extension servlces, etc.; raising the price of paddy by 
about 30 per cent and the provision of guaranteed markets for their paddy. 

The traders replied that there were demands for more efficient milling and 
Improved market~ng facilities. Some of the marketing facilities requested from the 
Government were: an increase in the number of rented stalls in Public Markets, on 
~mproved standard of hygiene in the markets, a reduct~on of stall rents and market 
fees. There were demands that foreign ftrms be prohibited from operating in retail 
markets and from the importation of certain "essential commodities", including rice. 

3. Other k ~ n d s  of assistance which were asked for by both farmers and traders are 
as follows: 

a) Transport fac~l~t ies  were asked for by 20 of the traders and 10 farmers. These 
included demands for improved motorized roads and for the construction of feeder 
roads to connect farms to milling centres and Feeder Markets. 

b) Eight of the farmers and 15 of the traders interviewed replied that storage 
fac~l~ties In the Public Markets were also asked for. 

C)  Almost all the farmers and the traders expected the Government to provide 
bank~ng servlces and low Interest loans. 

As a f ~ n a l  questlon in the interview, they were asked how they managed to have 
them demands presented the Government. The semi-co-operative groups of farmers 
d~rected their demands either to the District or the Regional Commissioners. Ten 
traders and 8 unit farmers cla~med that they had access to some Influential persons, 
most of whom were politicians. On this point, Esseks indicated that Ghanaian 
businessmen had suff~cient access to decis~on makers in the Government.76 It was, 
therefore. not difficult for some traders to obtain a hearing before a policy maker.77 
Ten of the Interviewees, both farmers and traders, claimed to have used devious 
methods. wh~ch they decl~ned to specify. 

It  1s not far-fetched to assume that the nature of these and how they were presented 
called for certaln actlons to be taken by the Government. On the other hand, it is also 
poss~ble to assume that. if intervention had been contemplated by the Government, 
then these demands would have had secondary importance for pol~cy mak~ng and its 
~mplementat~on. 



5. Government intervention 

5- 1. Overview 

In this chapter we shall discuss the Esiama Rice Mill as an historical example of such 
intervention and explain the causes of the renewed interest in the 1960s. The main 
purposes of t h ~ s  chapter are as follows: To describe the nature of intervention 
measures and how they were implemented at the system level and at  the milling firm 
level. We shall conclude our discussion by pointing out some of the factors which 
m ~ g h t  place some limitations on the performance of these intervention measures. 

In Chapter 2 we defined intervention as a process whereby a Government can take 
certain timely actlons in the market to help or coerce some of the interest groups in 
such a way that more desirable results in business or the system's performancecan be 
achieved. In the past such interventions were implemented by managing a system of 
statutory agents. An historical example is the Esiama Rice Mill. 

5-2. The Esiama Rice Mill- 
A Historical Example 

The Es~ama Rice Mill was built in 1924 in the Western Region.78 But it went into 
operation in 1926. The main objective for this intervention was that the Government 
wanted to 

st~mulate  swamp-rice Industry of the coastal areas of the Western Prov~nce . 

because, ~t was known that 

the colony imported some 10,000 tons of mllled rlce annually 

Managetnent of the McII. From 1925 to 1939, the Mill was managed by the 
Department of Agriculture. In 1929 the Government thought of selling it to the 
Government of Sierra Leone, because the Mill could not achieve its objectives. This 
d e c ~ s ~ o n  could not be realized. In 1936 the United Africa Trading Company 
considered, but was not able to  take over the Mill. During 1939-1948, the Western 
Province Comm~ssioner took over the management of the Mill. But its daily 
operations were supervised by the Office of Political Administration.81 After 1948 the 
Department of Agriculture again assumed responsibility for Esiama Rice Mill. An 
attempt was made to revive farmers' interest in co-operation by setting paddy priceat 
56 per cent of recovery rate, which was rather low. 

Marketcng Arrangement. The only information available on the Mill's marketing 
activities is that 

R ~ c e  was d~sposed to f ~ r m s  which in many casesadvanced money w ~ t h  which farmers were pa1d.82 



There is no indication of the firms which advanced money for the purchase of 
paddy and for the "disposal" of rice. But, by virtue of their interest in the Mill, we may 
assume that the United Africa Company could have been one of them. 

Forward selllng was a fairly common marketing technique in those days. By this 
technique some farmers and retail firms were tied to the Mill. In spite of this 
arrangement the Mill had cons~derable difficulties in staying in business. In his report 
on the Mill's activities durlng 1937-1939, the Director of Agriculture made the 
follow~ng remarks: 

Considerable difficulty was experienced in marketing the product, and,  the output of the mill 
a a s  much In excess of the demand. owlng to the increasing preference for imported pollshed 
rlce 

The M111 was consequentiy closed down in 1952. 
After thls experience we may ask why should the Government beasked to intervene 

In the product~on and marketing of rice? We may also want to know the causes and the 
effects of lnterventlon on a large scale. The aims of intervention and how they were 
implemented are discussed below, but the effects will be discussed in Chapter 6. 

5-3. Reasons for Renewed Intervention 

Intervention might have been affected by the demands of the consumers, the traders 
and the farmers (Sectlon 4-6, Chapter 4). However, there is evidence to suggest that 
Intervention had been considered for some time." Some of the factors which 
motivated lntervent~on are discussed below. 

( I )  There was a general belief that Indigenous Distribution Systems were not 
adequately organized to meet the demands of rapidly growing urban consumer 
demand.85 Such bei~efs appear to have been supported partly, by the frequent 
shortages of rice and other foodstuffs in urban areas. It was understood that the 
strong urban demand, especially in the South, for imported rice was going to sustain 
lnflatlonary pressures on prices for a long tune. And this has meant that relatively 
h ~ g h  Imports of rice would have to be maintained as well. 

(2) The Government became more concerned about high levels of rice imports. 
During 1957-1962, the value of rice imports averaged about 10.5 per cent of the 
annual average value of the balance of payment deficits.86 

(3) The continued existence of expatriate business firms in the marketing system 
was thought to limit the opportunities for developing Ghanaian and Governmental 
entrepreneurship. For one thing. proliferation of consumer preferences for good 
quality rice involved innovations in product management and distribution techniques 
which only few foreign firms could provide.87 For another thing, foreign firms were 
believed to have dev~sed various means which permitted them to create shortages and 
increased the scarcity values of rice.88 

(4) Rice was considered to be one of the import items for which self-sufficiency 
could be attained in a short period of time.a9 It was beiieved that rice could provide the 
basic nutritional requirements such as calories. Furthermore, rice is easily stored and 
transported. "It grows best in those areas of Ghana where it is most important to raise 
incomes and standards of living".90 The Government was convinced that the demand 
for rice "will increase faster, as,incomes rise in the country", than many other 



foodstuffs from the forest zone.91 It was also thought that it could contribute to 
ameliorate the balance of payment deficits.92 

5-4. Intervention Objectives 

lntervent~on objectives for the rice project can be paraphrased as follows. They 
sought to 

( I )  achieve and maintain self-sufficiency in the production and marketing of rice. 
That is to say, total demand for rice ought to be met from domestic production in the 
shortest possible time. The Seven Year Development Plan envisaged increases in 
output by large scale farmers from 7,500 tons in 1964 to about 63,000 tons by 1970.93 
In 1968 a programme was proposed to attain self-sufficiency by 1972.94 

(2) maintain a maximum number of farmers in commercial rice production and to 
guarantee them relatively stable incomes within each crop year and between crop 
years. 

(3) improve efficiency in rice marketing and to maintain a minimum number of 
small scale private businessmen in the rice marketing system. 

(4) raise and diversify nutritional levels of the average consumer. Objective (1) is 
related to the "immediate objective of providing enough food to feed the people" and 
to reduce the country's dependence on imported foods.95 This objective has been one 
of the priorities in Government agricultural policies since 1957. The other objectives 
viz, ( 2 ) ,  (3) and (4) have been emphasized in many expedient policies. For instance, the 
current agricultural policy aims at  strengthening "facilities for food marketing in the 
countryn.96 

5-5. Implementation Measures 
In order to carry out these objectives, it was considered necessary to  stabilize prices 
along the channels for rice distribution. The price mechanism seemed the easiest to 
manipulate to bring large payoffs fairly quickly. In principle, prices can be stabilized 
in many ways of which the following may be c o n ~ i d e r e d . ~ ~  

(1) Organizat~on and administration of marketing services without fixing prices. 
This method involves operating a chain of statutory agents to hold buffer stocks, 
regulate imports and to divert excess supplies to other uses. It also seeks to encourage 
the formation of co-operative marketing organizations. Stabilization funds are 
needed for purchasing, researching and promoting new markets, establishing and 
enforcing quality standards, etc. Two of the probable advantages of this method are 
that (a) prices can be prevented from rising above or falling below, e.g. 20 per cent of a 
chosen guaranteed level and (b) that the bargaming power of both farmers and 
consumers can be strengthened in relation to the distributors. 

(2) Fiscal methods, such as subventions or deficiency payments, may beapplied so 
that no special actions would be taken directly against prices from rising above or 
falling below, e.g. 20 per cent of a chosen guaranteed level. Like the first method 
stab~lization funds will be required to support payments of any shortfalls from the 
guaranteed level. An optional measure is that a ceiling may be stablished to check or 



control prlces from escalating, for example 10 per cent more than the 20 per cent limit 
below or above the guaranteed level. 

(3) Consumption of local rice may be stimulated in many w a y ~ . ~ 8  This methoc 
requlres sufficient ~nformation about consumer tastes and buying habits, reorganiza 
tlon of channel structures, activities and improvement of retail techniques such as net 
packages, adoption of different, but convenient, package sizes to suit buying patterns 
etc. In thls way it may not be necessary to reduce or stabilize prices. 

It may be noticed that the choice of any of these three methods would require ax 
organizational framework and operational polic~es as we have stated in the concept o 
lntervent~on and In the above-mentioned methods. 

in the following sub-sections we shall discuss implementation in terms of thc 
organizational structures and institutional relations (i.e. market makingfunctions) a 
the level of the system and the mill~ng firm (Rice Mills Unit). 

5-5.1. At the system's level 

lmplementat~on at the system's level means that the chosen measures were injected at 
the various stages of the distribution channel. We shall relate our discussion to the 
farm~ng. milling, importation and consumption stages of the system. We will 
conclude this sectlon by analyzing the market-maklng functions within the system. 

Farms. The ev~dence indicate that four of the state farms99 were heavily subsidized. 
They were relatively well equ~pped to cultivate paddy, process it and market the 
m~lled products.100 The government also in~tiated and financed co-operative 
mechanized farms, especially, in Northern and Upper Regions.lol 

Mllling Firms. Fifteen mills were imported from West Germany at the beginning of 
1964 by the erstwhile Ghana Farmers' Co-operative Council. Eight of them were 
Installed at or near paddy farms. These millingfirms were sufficiently financed to buy 
and process paddy from both the ~ndividual and co-operative farms.IO2 

The Importing Fzrm. Towards the end of 1961, a series of administrative, monetary 
and f~scal measures were also introduced into the supply and marketing of imported 
rlce.lu3 The Ghana National Trad~ng  Corporation was set up to enable the 
Government "to counteract the country's extreme dependence on foreign firms"l04 
and to partlclpate seriously in trade.Io5 Monopoly rights were granted to the Ghana 
National Tradlng Corporation to import and market a wide range of staple 
commod~t~es'Oh, Including rlce. 

Consumption. Information on consumption, especially the nutritional values of 
products. had been hard to obtain. However, some evidence suggests that the quality 
of consumer diets was to be Improved through the National Nutrition Board. For 
Instance, the protein consumption of 42 gm per day was to  be raised to about 70 gm, 
while the dally calor~e intake of 1800 was to be increased by 900caloriesaday.l07The 
Government assumed that increase in domestic supply of rice and fish would permit 
substitut~on, as far as possible, of the contribution now made by imported rice and 
other foodstuffs. 108 

Market-mak~ng Functions withm the sjlstem. In the concept of markets we stated 
that the markets are an important element of the institutional relations within the 
system. The interest groups In the system normclly express their behaviour through 
markets. In operating the intervention measures, the milling firms appear to offer 
Immediate and guaranteed markets for farmers' paddy. 

Rlce from the m~lling firms was distributed by a Division of the erstwhile Ghana 



Agricultural Produce Marketing Board. It seems that the Board's marketingactivities 
were concentrated on a segment (the Public Markets) of the Indigenous Distribution 
Systems. Later the Government considered establishing a separate organization to 
deal with rice and other ~ereals.10~ In 1965 the Food Marketing Corporation was 
established to provlde "ready markets" and to manage guaranteed minimum price 
scheme for paddy and other cereals.l1° Under the guaranteed minimum price scheme, 
paddy farmers were paid a fixed prlce, per each crop season, for a bag of 180 lbs 
(about 82 kg) of paddy. After 1966, the Food Marketing Corporation began to 
concentrate its activities on maize. 

The Mlnistry of Agriculture assumed the responsibilities for purchasing paddy. In 
1968 the Ministry considered establishing a system of 16 paddy buying stations 
around the country. As the Tamale Rice Mill was then the only one of the milling 
flrms in operation, the Ministry decided to locate those buying stations in Tamale 
area."' In the same year a Rice Marketing committee was established to manage 
paddy purchases, resuscitate fledgling milling firms, including the Tamale Rice Mill 
and to organize the sale of rice from these milling firms. A large proportion, about 70 
per cent, of milled productsappeared to have been sold directly from the firms to local 
rlce traders. 

The available information suggests that the activities of the Rice Marketing 
Cornmlttees have been financed from both governmental and private sources. For 
Instance, in 1968, the Northern Regional Marketing Committee drew an overdraft of 
20.000 ced~s from Standard Bank of West Africa to purchase an alleged estimated 
stock of 15,500 tons of paddy in both the Northern and Upper Regions.ll2In 1969170 
crop season, the Ministry of Agriculture allocated 300,000 and 150,000 cedis to 
Northern and Upper Regional Marketing Committees for the marketing of rice.113 
Although the Agricultural Development Bank has been extending loans to the 
farmers over the past five years, it began to finance the marketing of rice only after 
1972.114 

In order to protect the market from excessive competition, quantitative restrictions 
and a duty of about 78 cedis per ton (3.5 pesewas per lb) was imposed in December 
1961 on imported rice.''* And to stimulate consumption of local rice the operation of 
guaranteed minimum prlce scheme was supplemented with a system of price control 
at both the wholesale and retail stages of thedistribution channel.ll6But in July 1967, 
when the currency (cedi) was devalued by about 30 per cent, the tariff on imported rice 
and 5 per cent of the sales tax were eliminated. Internal control price was also reduced 
by about 10 per cent. Two years later, 1969, a duty of 2 cedis 50 pesewas per 100lbs 
(about 45.5 kg) was imposed on imported rice."' 

The above description seems to indicate the availability of institutional relations 
and organizational structure which mlght be needed for the successful implementa- 
tlon of lnterventlon objectives. But in the course of time, it became known that certain 
paddy farmers and/or  milling firms, especially the Tamale Rice Mill, had 
exper~enced some difficulties in selling their paddy or rice. Since the milling firms 
have been the markets for paddy farmers, it 1s necessary and important to discuss 
implementation of the Government intervention at  the level of the milling firms. 

5-5.2. At the level of the milling firms 

As was mentioned in Section 5-5.1, on arrival from West Germany, 8 of the 15 
Hensatta mills, well equipped with parboiling facilities were installed at  Adidome, 



Fakpoe, Atebubu, Tamale, Yendi, Bolgatanga, Bawku and Wa.118 The Tamale Ric 
Mill was one of the milling firms that managed to survive. 

Management of the Rice Mills Unit. As an example, the Tamale Rice Mill has bee 
managed by Civil Servants who had been appointed, from time to time, by th 
Ministry of Agriculture. It has been managed by the defunct United Ghana Farmer 
Co-operative Council (1964-1966), the Ghana Cocoa Marketing Board (1966-1965 
and the Northern Region Rice Marketing Committee (1968-1970).119 At present, th 
Mill is one of the 7 state-owned milling firms operating under The Rice Mills Uni, 
which seems to have relatively well-trained managerial and executive personnel.1 

At the inauguration of the Rice Mills Unit in 1970, the management was asked t 
operate "on purely commercial lines".l2I The management had also the task c 
reactivating all the idle mills and to improve the quality of rice produced by them. Th 
third management task was that it should 

. purchase and store large quantltles of paddy produced by farmers, m111 and distr~bute th 
fin~shed products through varlous market channels to consumers I Z 2  

Paddy Purchases. The Rice Mills Unit has been buying and paying guaranteed pricl 
for the paddy supplied mostly by private commercial farmers. From the Unit' 
records, it seems that a n  average of about 15 per cent of its paddy needs was bought or 
the Unit's premises. The remaining 85 per cent of the purchases was made througl 
buying stations. Some of the Technical Officers of the Ministry of Agriculture havc 
been employed temporarily as purchasing agents at  a nominal commission of onc 
pesewa per bag of paddy.123 By this arrangement the Unit seems to provide anc 
continues to provide a steady market for the farmers. 

Milled Products. The Unit replaced parboiled rice, which had been produced by thc 
Tamale Rice Mill, with raw-milled rice. The Unit's rice is sorted into four grades. Thc 
standard unit of sale had been 240 lbs (about 110 kg) per bag until 1970, when the 10( 
lb (45,5 kg) unit of sale was introduced. Bran and husks have been the by-products oi 
the milhngactivities. Bran is bagged into standard weight of 1201bs, while paddy husk 
for example, a t  the Tamale Rice Mill is left in small heaps at  one side of the premises ol 
Tamale Rice Mill. 124 

Sales Arrangement. Each of the milling firms used to sell its rice to local markel 
traders and other wholesale-middlemen. Towards the end of 1967, Eberhard Reusse 
a FAO Agricultural Economist, suggested to  the management of Ghana Nationa 
Trading Corporation about "the possibilities of establishing purchasing activitie; 
through its sales depot at TamaleV.l25The suggestion was accepted in principle but no 
in practice. 

The Unit's Customers. In order to determine the structure of the Unit's customers 2 

sample of 200 buyers were asked by me whether they had bought rice from the Tamalc 
Rice Mill during 1970/71-1972173. The results of the 116 buyers who replied arc 
shown in Table 3 below. It indicates a preponderance of institutional buyers. Thi! 
category of customers was about 66 per cent of those who answered. Forty four pei 
cent of this figure, a rather large proportion, was a category comprising Governmenl 
departments and officials. Private consumers and traders from the Indigenou! 
Distribution Systems constituted about 21 and 13 per cent, respectively, of the tota 
respondents. 
The Structure of the Distribution Channel. The distribution channel in which the 
Rice Mills Unit has been operating is schematized in Fig. 4. It consists of farmers, 



Fable 3. The Structure of Tamale Rice Mill's Customers from a Sample of l16 for 
the period of 1970/71-1972/73. 

No Type of Customer No ~n Sample Percentage 

1 .  Government departments 
2 Prlvate consumers 
3. Government offic~als' 
4 Private traders 
5 Schools 
6. Hosp~tals 
7 Canteens 

Total respondent 
Sample total 

Source Personal Interv~ew data 
' These are Clvll Servants worklng In the Northern Reg~on. 

purchasing agents, milling firms, an ad-hoc marketing agent and the customers.~26 
The flow of both paddy and rice may be summarized as follows: 

1. On the supply of paddy, the Unit buys farmers paddy a t  guaranteed price 
through a system of 14 buying stations which are staffed by personnel from the 
Minlstry of Agriculture. About 80 percent of the Unit's paddy purchases came by this 
channel in the crop year 1971 172. The remaining 15 per cent of its paddy needs were 
supplied by farmers to the premises of the milling firms. 

2. On the sale of milled products, the milling firms, e.g. Tamale Rice Mill, 
distributed ~ t s  rice through 

(a) its sales office from which private traders and consumers could buy up to 5 bags 
of rice. 

(b) an ad-hoc marketing committee (which was appointed by the Ministry of 
Agriculture) to service the institutional buyers. For 1973174 crop year, the Logistic 
Commission has been appointed to distribute all the rice produced by the Rice Mills 
Unit.12' 

5-6. Constraints on Intervention 

Constraints can be seen as limitations on the freedom of actions. In this respect the 
actions of the Government, the business firms and theconsumers may be constrained 
by such factors as (i) the political consequences of Government policies, (ii) 
competition, nature of demand, available foreign exchange and (iii) the effects of 
ecological factors and technological innovations. 

Political Factors. In general, Government policies tend to provide laws and 
regulations (organizational structures and institutional relations in the concept of the 
system, (see Chapter 2) by which market transactions can be actualized. For example, 
the operation of guaranteed prices at  the farm-Rice Mills Unit segment of the 
system, the operation of control prices at both the wholesale and retail segment for 
both local and imported rice are policies designed to influence market transactions. 



The polit~cal consequences of such a situation may depend on the extent and naturc 
of representation enjoyed by the businessmen in Government decision makinl 
structures. In the short run, it may affect the quality of the choices the Governmen 
could make. In the long run the fragmented structure and the size of interventioncar 
be a test of the Government' political fortitude and administrative capacity. 

Economzc Factors. Among the factors discussed here are competition, demand anc 
the availability of foreign exchange. 

Competition. This factor can be an aspect of the pol~tical consequences of creating 
uncertalntles in market behaviour. In this sense, the statutory agents, private firms. 
etc. will competet2Vor 

a )  scarce foreign exchange to finance imports of (i) rice for direct distribution or (ii) 
inputs to operate the Intervention measures. 

(b) Import licences, e.g. among the Ghana National Trading Corporation and 
other bustness firms. 

(C) the sale of both tmported and local rtce, e.g. among Ghana National Trading 
Corporation and the R ~ c e  Mills Unit and private business firms. 

(d) the control of the distrlbut~on channel 
(e) adequate share of the distribution facil~ties to  support their business 

transactions. 
Competttion may tend to limit (i) the availability of markets for some business 

firms and ( i ~ )  the chotce of available products consumers could make. Given the 
nature of import and exchange controls, the consequences of such competition may 
brlng to question the eff~ciency of the Government's entrepreneurship. 

Demand. Glven the nature of competition, the demand fgr farmers' paddy may be 
ltmited by the operation of the guaranteed prtce, purchases of Rice Mills Unit and 
conditions for loans from Agricultural Development Bank. A farmer who would like 
to capttal~ze on the better opportunities being offered on the open market may find 
himself unable to do so. The consequences of thls sttuation can be predicted: The 
farmers may refuse to sell to the Rice Mills Untt a t  the guaranteed minimum price and 
complain of "no markets" or they may tndulge in black-marketing and smuggling 
whlch has been stimulated by the nearfamine situation in the Sahelian countries of 
West Africa. 

The Rice Mills Un~t's paddy purchases may depend, among many factorsl29, on the 
skze of its share of the rice markets and the performance of its rice in the markets. As 
consumer demand show strong preference for imported rice, which is readily 
avatlable, the market share of the Rice Mills Unlt cannot be large enough to make it 
profitable. A constderable amount of efforts may have to be expended to stimulate 
demand for rlce from the Rlce Mills Unlt. 

Foreign Exchange and Trade Deficits. Imports of rice for sale or inputs to operate 
lnterventlon measures requlre foreign exchange which had virtually been exhausted 
by the beginning of 1966. Defic~ts in current visible external trade had been rising and 
the earnlng capacity of the export sector of the economy has also been affected by 
falling world prices. In view of this dwindling foreign exchange, that part of 
Intervention which depended on imports will be difficult to realize. 

Ecological Factors and Technological Innovations. Ecological factors as water, 
vtab~lity of seeds, sot1 fertility, incidence of plant diseases and insect infestation can 
reduce the output of paddy or decrease the quantity of stored rice. For instance, insect 
Infestation and dtscoloration of kernels through biochemical processes can affect 
quantity, quallty and, therefore, the market value of stored paddy or rice. Thunder 



storms, which break out In the Northern and Upper Regions at  the time of harvesting, 
can destroy crops. Torrential rams of the forest areas of Ashanti and some parts of the 
South can render roads impassable. Such natural factors can in many cases generate 
some risks for all the interest groups considered in the distribution channel. If such 
risks occurred, they could alter market conditions and the behaviour of the interest 
groups. 

Technolog~cal innovations such as those discussed under implementation, were 
Introduced to mitigate, in some way, the effects of these ecological factors. Hybrid 
seeds, 11ke C4.63, which can resist many plant diseases, and respond favourably to 
fertilizers under natural supply of rains, have been introduced in the North. In order 
to realize the potentialities of these innovations, there will be the need for both 
lntenslve and extensive management practices which have not been easy or cheap to 
come by. At present a large proportion of the needed innovation inputs have had to be 
imported. It may be noticed that, even if there were no restrictions and controls, 
import may be constrained by lack of foreign exchange and chronic trade deficits. 

5-7. Conclusion 

An earlier intervention measure, the Esiama Rice Mill, was limited to the milling stage 
of the distribution channel. The Esiama Rice Mill served as a market to encourage 
farmers to grow swamp rice. The Mill had to dispose of its product to firms which 
often advanced money for the purchases of paddy from the farmers. 

In the late 1960s, the Government initiated several projects a t  such stages of the 
distribution channel as the farm, milling and importation of rice for sale in Ghana. 
Tamale R ~ c e  Mill, one of the 7 milling firms of the Rice Mills Unit, was to buy farmers' 
paddy at  guaranteed price. Rice was to be sold through various market channels to the 
consumers. 

Given the structure of the system of intervention measures and the nature of 
policies designed to facilitate their operations, certain political, economic and 
ecological factors may affect their performance. In the long run time is an important 
constraint to consider. It causes fatigue and decay. By its very nature the system of 
intervention measures can be organizationally entropic. It may be suggested that the 
conferences which were held in 1968 and in 1970 were connected with this factor. 

We shall analyze the effects of intervention in the following chapter. 



6. Effects of intervention 

6- 1. Overview 

In the previous chapter we discussed some of the many measures of intervention in the 
production and marketing of rice. We shall analyze the effects of intervention on the 
organ~zational structures of the distribution channels in the marketing system, the 
performances of paddy farmers, the Rice Mills Unit, etc. and the extent to  which other 
intervention objectives had been achieved. 

The importance of this chapter is that: ( l )  It will enable us to examine the extent to  
whlch intervention had either contributed to or been successful in solvingsome of the 
"no market" problems. (2) It may also indicate some of the current important 
problems which would require further actions to be taken. 

For the sake of convenience, this chapter will be discussed as follows: In Section 6-2 
we shall analyze the effects of intervention on the general structure of the marketing 
system and the flows of paddy or rice among business firms which had been operating 
In state-owned distribution channels. The performance of farmers, the Rice Mills 
Unit as a market for paddy farmers and as a supplier of rice in the wholesale market 
will be analyzed in Section 6-3. This will be followed by the analysis of the effects of 
Intervention on the "no market" problems, Section 6-4. We shall conclude this 
chapter by discussing the extent to which other intervention objectives have been 
achieved. Some of the suggestions which were discussed at  the 1970 Agricultural 
conference on Rice Production will be indicated for further considerations. 

6-2. Changes in the Structures of the 
Marketing System 

In this section we shall analyze some of the changes which had taken place in the 
general structures of the marketing system and the effects of intervention on the 
movements of paddy or rice among different markets In the system. 

Import licensing and tight exchange control during 1960-1965 seemed to have 
undermined the role of both private Ghanaian and foreign businessmen in the 
marketing system.l30 The operation of the state-owned Ghana National Trading 
Corporation in the importing, wholesaling and retailing of rice (and other consumer 
goods) seemed to have foreshadowed "a discouraging future for the private enterprise 
of any sizeW.l3' 

The Ghanaian Business (Promotion) Act of 3 July 1970 empowered the 
Government to forbid ". . . foreign ownership of wholesale or retail trading firms with 
a turnover of less than 500,000 cedi~".l3~ And Sections 14and 15 of this Act forbade 
aliens133 to take part in any market or petty trading.134 



These and other policies which we have d~scussed in Chapter 5 seemed to have 
reshaped the institutional relations and the structure of the trading system.135 Some of 
the most probable effects on general structure of the marketing system which needs 
mentioning are as follows. 

(a) Some of the pr~vate business firms were compelled to close down and/or  
w~thdraw from either wholesaling, retailing or both. The National Liberation 
Council's decree of 3 1 December 1968 is believed to have caused the termination of 
202 business firms in April 1969.'16 Such foreign private firms as the United Africa 
Company, the Socikti. Commerciale de I'Ouest Africain, the Compagnie Franpise de 
1'Afrique Occidentale and G. B. Ollivant, Ltd., withdrew from retailing.1" 

(b) A sizable number of the remaining private business firms, both Ghanaian and 
foreign, considered it necessary to adopt new business techniques. For instance, the 
firms we have mentioned above begun to operate commission stores, on which they 
had no effective control.l38 

(c) Ghana National Trad~ng  Corporation begun to expand its operations. And by 
1969, it had a chain of about 350 retail stores throughout Ghana.139 

(d) Changes In the structure of the marketing system can be pointed out by 
comparing Fig. 4 with Fig. 3. First of all each of the figures show two 
separate distribution channels: Indigenous Distribution and a Modern140 Marketing 
Systems. 

Comparison shows that the relatively simple structure of the pre-intervention 
Indigenous Distribut~on Systems, has, in addition to the traditional distribution 
channel, four more distribution channels. Using the milling stage of the channel the 
new channels in Fig. 4 are 

(I) the state or Government operated marketing systems. These consist of ( I )  the 
channel in which the Rice Mills U n ~ t  has been operating and (2) State Farms 
C0rporations.1~~ 

(ii) Formally organized co-operative soc~eties and 
( i~i)  a private, Ghanaian-owned distribution channel in which Mencilo Rice Mill, 

a private milling firm in Tamale, operates. 
State Farms and Co-operative Organizations mill t h e ~ r  own paddy. Mencilo Rice 

Mill processes paddy from both the private farmsand from its own farms at Yapei, 25 
miles south-west of Tamale. These milling firms distribute their products through 
Sales Agents (Fig. 4), which sell directly to the final buyers or through private stores 
from the modern marketing system. 

An important characteristic of the Indigenous Distribution Systems is the growth 
of illegal export of both paddy and rice by some of the itinerant traders. 

As indicated in Fig. 4 the channels for distributing imported rice have also 
undergone significant changes. The most noteworthy ones are 

(a) the state-owned Ghana National Trading Corporat~on which imports and 
distributes about 75 per cent of the totalvolume of imported rice in the country. From 
its wholesale stores Imported rice is sold to traders from the Public Markets, to private 
stores and to inst~tutional consumers. Its retail stores serve some of the traders from 
the Urban Public Markets and private consumers. 

(b) and the private distribution channels, which consist of both foreign- and 
Ghanaian-owned firms. Some of these firms import rice for distribution through 
private stores to the consumers and some of the traders from the Urban Public 
Markets. Sales are also made directly to the institutional consumers. 

These changes seem to have had tremendous impact on the movement of rice 



Fig .  4 .  A S i m p l l f l e d  Diagram o f  t h e  Marketing System f o r  
Paddy, Local  and Imported Rlce  f o r  t h e  P e r l o d  
February 1963 - February 1974 
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between the produc~ng areas of the Northern and Upper Regions and the consuming 
areas of other regions in the country. The effects of intervention on the movement of 
rice have been schematized In Fig. 5 below. 

6-3. Effects on the Performance 
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6-3.1. Farm output 

Column 9 of Appendix A.5 shows that the totalnet paddy output in the Northernand 
Upper Regions increased from about 23,000 bags in 1962163 to about 192,000 bags in 
1972173. In other words, paddy production rose by about eight fold during that 
decade. Increases in paddy output have been attributed to the adoption of 
recommended hybrid varieties of which C4.63, IR.5 and IR.20 (foreign varieties), 
Gona, Alupi and Palawan (local varieties) are examples. Other contributory factors 



have been Increased acreage under paddy, application of large quantities of fertilizers 
and new, improved, farm management techniques. 

The output of the three categories of farmers, namely co-operative, small- and 
large-scale, is shown In Table 4 below. It Indicates that the annual output of each 
category of farmers has been increasing in absolute terms. The situation is different 
when relatrve shares are considered. For instance, between 1962163 and 1969170, the 
percentage share of small-scale farmers in the total output showed an upward trend, 
but the share of both large-scale and co-operative farmers showed a decreasing trend. 
Whlle the share of small-scale farmers dropped from about 67 per cent in 1969170 to 
about 46 per cent In the follow~ng crop year and then begun to rise, the share of large- 
scale farmers Increased from about 22 per cent to about 44per cent and then begun to 
drop. 

6-3.2. Purchases of paddy by the Rice Mills Unit 

In terms of intervention, only private (small- and large-scale) farmers were to sell their 
paddy to the R ~ c e  Mllls Unit. The rest of this analysis will be devoted to the effects of 
the Rlce Mllls Unlt on the market for paddy and on the quantity of marketable local 
rlce. Data on the Rlce Mills Unlt's paddy purchases and milled products for three crop 
years are glven In Table 5. 

It can be observed that the Unit's paddy purchases increased from about 6,400 bags 
in 1967168 to a little over 54,000 bags in 1970171, and then fell toabout 36,000 bags in 
1972173. These purchases were respectively about 14, 42 and 19 per cent of the total 
average net output of the private paddy farmers. It seems apparent that the Rice Mills 
Unlt has not managed to provide an adequate market for all that the private farmers 
could sell. Superfic~ally, this seems to confirm the complaint of "no market" for 
farmers. On second thoughts, the "no market" at  this phase of the distribution 
channel reflected conflicting interests of the farmers and the Rice Mills Unit. 

My investigations revealed that some of the farmers are willing to sell to the Rice 
Mills Unit provided the relative margin between the guaranteed minimum price and 
the prevailing market price was not more than one cedi. Other aspects of the 
complaint were related to the inconveniences caused by the purchasing procedures 

Table 4. Paddy Output by Type of Farmers for 1962/63-1972/73 

Crop Small-scale Large-scale CO-operat~ve 

% of % of % of 
Years 1000 bags total 1000 bags total l000 bags total 

Source: Mln~stry of Agriculture, Economics and Statlstlcs Dlvlslon, Accra, February 1974 
(worklng paper). Data include paddy for "own consumpt~on". Total output for each 1s glven In 
Appendlx A.5, Column 9. 



Table 5. Quantity, Prlce and Sales Value of Milied Products from the Rice Mills 
Unit for 1967/68, 1970/71 and 1972/73. 

Products Welght Quant~tg Pr~ce Sale, Quant~ty Pr~ce Sales Quanrlty Pr~ce Sales 
per bag (bags) per balue (bags) per \alue (bags) per value 
(Ibs) bag3 (C) bag (Q) bag (C)  

(Q P)  (c P) (Q P) 

Paddy 180 6,400 6 20 396.800 54,375 8 00 435,000 35,000 10 00 350,000 
R~ce 
Grade 1 100 1.975 7 50 23,250 22,997 1 1  00 252,967 14,839 1600J 237.424 
Grade 11 100 1,254 6 00 13.020 14.993 8 00 119.944 20.455 12 50 255,688 
Grade 111 100 667 5 50 6.200 12,122 6 00 72.732 3 l 1 5 0  36 
Grade 1V 240 555 4 00 2.220 899 5 00 4.495 609 10 00 6.090 

Bran 120 775 2 50 1,938 4,244 2 50 10,610 4,074 3 00 12,222 

Source See notes I and 2 below 
I Reusse, E , Ghana's Food Industrzes. An Economlc Anul.vsrs, 1968, page 64. Data refer to  
Tamale R ~ c e  M111. the only one in operation at that time 

Ampah, J .  B , A p p l ~ c a t ~ o n  for a Loan to  F~nance  the 1973,'74 Paddy Purchases and M~ll lng 
Operat~ons of the Rlce M~l l s  U n ~ t .  Appendices I-1V 
3 Average price at Tamale Rice M111, Reusse, op c ~ t  , page 64, Table 26. 

Average pnce, see Append~x  A 6 of thls report. 

which the Rice Mills Unit had employed. There were indications to theeffect that such 
procedures often slowed down the movements of paddy stocks from the farms and 
caused them to visit the Unit or the city more often in order to cash their cheques or 
collect their payments. Five small-scale farmers, who sold paddy to the Unit and have 
their farms in Yapei, Salaga and Damango, were asked to give some details of their 
complaints, with references to one or two crop years. Their accounts were checked 
with some of the documented evidences and information given to me by two officials 
of the Rice Mills Unit and the Tamale office of the Ministry of Agriculture. 

It seems that 19691 70 and 1970171 crop years had been the most trouble-some since 
1967168. The "no market" problem revolved around commercial production of C4.63 
and the sale of other varieties which had been commercially accepted by both the 
farmers and Extension Officers of the Ministry of Agriculture. 

The farmers' side of the "no market" problem is that the yield of C4.63 was reduced 
considerably by the incidence of blast, a fungal viral disease which retarded plant 
growth and yield.143 Farmers who grew C4.63 incurred considerable losses, 
consequently they had insisted on obtaining 12 cedis instead of the 10 cedis to 
compensate their yield losses incurred by growing C4.63. The guaranteed price for 
other varieties was 9 cedis per bag of 180 lbs.I44 The Rice Mills Unit could not offer 
that price of 12 cedis. But private processors and wholesale-middlemen were more 
willing to buy C4.63 at  12 cedis and other varieties at  10 cedis per bag. Given this 
choice the farmers decided to hold on to their claim. In the long run there was an 
understanding among some of the farmers to sell only C4.63 at  the prevailing 
guaranteed price of 10 cedis to the Rice Mills Unit and other varieties to  private 
buyers on the open market.145 But money was not made available (by the 
Government) in good time to finance such purchases. As a result most of the farmers 
had to approach the Agricultural Development Bank for loans.146 



Another aspect of the problem was that the Unit's purchasing techniques were 
cumbersome, annoying and time wasting.I4' Those techniques often resulted in 
cons~derable reduction of the number of bags a farmer had brought for sale. 

An official of the Rlce Mills Unit attributes their inability to buy all the paddy to 
many factors of which the following are important. 

(a) The guaranteed price has often been about 20-40 per cent lower than what 
competitors had offered.I48 The official explained that the "high cash returns to 
smugglers enabled them to bid prices higher than the guaranteed or the price that 
could be obtained normally on the open market.149 

(b) For some time, the Rice Mills Unit had experienced difficulties in procuring 
adequate financ~al resources to meet its paddy purchases and other operational costs. 
Farmers wished to have cash for the sale of their paddy. To some farmers a trip to the 
bank to cash cheques presented an extra drudgery which caused them to seek other 
buyers. 

(c) Some farmers had the tendency of adulterating their paddy. As a result certain 
measures had to be taken to reduce the degree of adulteration and to ensure quality 
for milling purposes. 

(d) For some tlme, that is until 1972173 transport and storage facilities had been 
madequate to carry out its purchasing functions. This caused many farmers to sell to 
middlemen-wholesalers who had their own transport facilities and were ready to pay 
higher prices than the guaranteed minimum price. 

Table 6. Estrmated Values of Performance Criteria, given the Values of Average 
Price levels, Distribution costs and quantities sold by each firm in 1972/73. 

Quantity of rice Average Total 
(bags) wholesale sales 

F~rms Total sold at prlce Total sales value Distr~bution costs,margln 
wholesale (cedis) (ced~s)  % (ced~s) % (cedis) 

Rice M ~ l l s  Un i t '  36.515 35.000 13 802 567,977 7 7 8,786 1 6 -3 

Private F1rms4 647,315 226.460 16 60 3,759,236 51 2 792.6105 21 1 702.0265 
G N T C.6 356.835 159.575 17 00 2,712,775 36 9 710,110 26 2 502,660 
Foreign Firms7 118.945 17.850 17 00 303.450 4 2 69.4358 22 9 56,2309 
Total 1.159.610 438.885 - 7,343,438 100 0 1,580,941 71 8'0 1,260,916 

S o ~ ~ r t c . ~  and r701e.s Ampah. J B .  op cit . Append~x A 6 
' Averagc prlcc of grade I, 11. I11 and IV 
'No profit up  to 1972 73. 
.' Ministry of Agr~culture. Econom~cs and Statistics Divy~on (work~ng paper). The term "Prlvate 
F~rms" s~gnifies all other m~ll~ng and trad~ng f~rms. etc 
' Appendix A 3 
h Ghana National Trading Corporation 
- Append11 A 4 
"18 5 per cent of sales price for three fore~gn Importing firms United Africa Group of 
Cornpanlea. Cornpagn~e Franqa~se Afncain Occ~dental and Swiss African Trading Company 
(Pcrsondl comrnunicat~on). 

26 5 per cent of sales price for firms ment~oned in (8) a b o ~ e  
1'' I n  per cent of sales 



6-3.3. Sales performance of the Rice Mills Unit 

The ev~dence in Table 6 shows that the wholesale markets in 1972173 crop year were 
supplied with local rice from Rice Mills Unit and from Private firms.l50The table also 
indicates that Ghana National Trading Corporation and some foreign importing 
firms supplied imported rice. We can therefore express the volume of actual market 
sales for 1972173 as the sum of sales made by each of the firms. That is Q7,343,438 
=((C567,977 + Q3,759,236 + C2,712,775 + Q303,450). 

From this expression the market share of the Rice Mills Unit in 1972173 was about 
8 per cent of the total rice sales. In relation to  the total sale of imported rice the Unit's 
share of the market was about 16 per cent. This shows the relatively insignificant 
sales impact of the Rice Mills Unit on the wholesale markets for rice. However, in 
view of the decreasing market share of the foreign firms, we can assume that the Rice 
Mllls Unit may acquire their shares of the market for imported rice in future. 

6-3.4. Some of the reasons for the Unit's low-level of performance 

In principle, we would expect that some of the intervention measures would protect 
and / o r  guarantee, so to speak, Rice Mills Unit, a comparatively significant share of 
the wholesale markets. It appears that the markets have been sufficiently open to 
allow keen competition among the firms we have mentioned in Table 6. 

We have indicated the values for such variables asprice per bag and the number of 
bags actually sold by each category of firms in 1972173. Among other factors which 
seerned to have influenced sales are the quality of the rice and the method of 
distribution employed by each of the firms. We also have to reckon with the 
competence shown by the various management personnel in operating these variables 
to effect the deslred sales results. We may postulate that, given the number of firms, 
the volume of each firm's sales at any given period of time would be determined, 
competitively, by the quality, the quantity and price of a given type of rice and the 
method used for its distribution. 

It follows that the nature of competition would depend, considerably, on the skilful 
application of one's managerial competence. We shall analyze the performance of The 
Rice Mills Unit in relation to its competitors as mentioned in Table 6. 

6-3.5. Quality of rice 

Private firms supply two types of rice. One of them is raw-milled. It has a white, 
chalky appearance and it IS normally graded into four categories, according to the 
percentage of brokens. The other type of rice is marketed by traditional processors. It 
comprises (a) a light-brown parboiled-milled rice with red-streaks due to 
undermilling and (b) a parboiled-milled rice with a dark-reddish brown appearance. 

Two types of imported rice are marketed by Ghana National Trading Corporation 
and Foreign Firms. One type of the imported rice comes from Indo-China and from 
other African countries. It has both medium- and short-grained kernels. It has a 
white, chalky appearance. The second rice is imported from some European countries 



Table 7. Comparison of  Quality-Factors for Some Local and Imported Riceper 500 grams. 

Percentage of Kernel5 of Percentage Brokmss Nutr~rrve Values9 
contrartlng 

General white' cldsse\ dnd 3 4 1 2 l 4 Calorie Protein Vitamin 
appear- whole bellled ~ n e d ~ b l e  colours7 B "X B2 mg of 

Grade ance kernel kernel objects2 (percent) th~amine 

I R ~ c e  Mills Unit I Chalky 50-60 3-5 1-3 5 0 250  100 173510 15 0"' 2 01" 
white 

2 Rice M~lls  Unit I 1  35-40 10-15 1-3 5 0 350 250  173510 15 O t O  2 010 
3 Menc~lo R ~ c e  Mill I 75-85 3-5 - 150 - - 180010 15 010 2 01" 
4 Mencilo Rtce Mill I 1  35-40 10-15 - 250 150 1800"' 130'" 2010 
5 Traditlondl IR 5' Light 5-10 10-20 1-5 5-10 188011 40 0" 5 010 

Processors brown 70-80 1-2 2-5 
6 Traditional Pa l 4  dark 5-10 10-20 1-5 5-10 1880" 400" 5 0" 

Processors brown 70-80 1-2 2-5 
7 Imported RICC Is glossy 1-5 - 184512 30 0" 3 0'2 

wh~te  85-95 I - 

8 Imported Rice I 1" chalky - 1-2 - 186012 25 0'" 012 
wh~te  85-95 5-10 0 

Source. Own sample results, Gr~s t ,  op c ~ t  , pp. 241-245, Records from 
Menc~lo Rlce Mill and Rice Mills Unit 

I Kernels wh~ch have white spots 
2 Such as stones, weed seeds, paddy, pieces of stlcks, damaged kernels, etc 

It has been diff~cult to grade trad~tionally processed rice IR 5 has been used 
to dcs~gnate the type of parboiled rice 
4 Pa I IS a variety designat~on for the type of parboded rlce 
5 Un~ted States rice No 5 
h Rice from Indo-China and other Afr~can countries 
N B The graders for imported rice has been employed only as aconveniencc 
and to facilitate d~s t inc t~on  

that is, long-. med~um- and short-gra~ned kernels, different varletles and 
colours due to underm~lling 
8 from the results of own sample 

Sal, F A , op c ~ t  . Gr~s t ,  D H., op c ~ t  , Mencilo Rice Mills Records; 
Dimopoulos, J S and Muller, H G ,  "Effect of Process~ng Conditions on 
Protan Extraction and C o m p o s ~ t ~ o n  and on Some Other Phys~cochemical 
Charactenstics of Parboiled Rlce", Cereal Chemtsrry, January-February, 
1972. pp. 54-61 
l l j  Sal. F A , op cit., rable 6. 
1 1  Gr~s t ,  D H , op cit . D~mopoulos and Muller, op c ~ t  
' 2  Estimates from data on packages on sale. 



and from the United States. This type of rice has long and medium-grained kernels 
and a whlte glossy appearance. 

The Rice Mills Unit markets 4 grades of which the first 2 are compared to other 
types of rice in Tabie 7. In general the Unit's grade I compares favourably with 
Mencllo's grade 11. In comparison with imported rice the Unit's quality standards 
seem rather low. This is due to the presence of high percentage of broken kernels, 
extraneous objects and kernels of contrasting classes as shown in Table 7. 

Ghartey reported a pre-market test on C4.63 at the 1970 Agricultural Conference 
on Rice Production. It was found to be good flavoured and to have an appealing 
colour. However the cooked rice was found to be sticky.151 Another market survey 
made by the Ministry of Agriculture in 1969152 showed that the high percentage of 
broken kernels and the presence of extraneous objects had tended to increase 
consumers' prejudice and lowered their patronage. 

Nutritionally, the Unit's rice yields the lowest calories among those considered in 
Table 7. The protein and thiamine (anti-beriberi vitamin) contents of about 15-20 and 
1-2.5 micrograms per 500 gm of rice are about one-half of the protein and thiamine 
content in imported rice. 

6-3.6. Quantity of rice 

The quantlty of rice which was sold by the Rice Mills Unit in 1972173 was about 
37,000 bags of which 35,000 bags were sold on the wholesale markets. This is about 
one seventh of what the Private firms sold in the same year. But it is about twice the 
quantity of imported rice sold by the Foreign firms, or about one fifth lower than the 
quantity sold by Ghana National Trading Corporation in 1972173. 

The figure of 37,000 or 35,000 bags comprises all the four grades distributed by the 
Unit. However if we consider quality factors and consumers' preferences, the Unit's 
quantity of rice would be limited to only grade I. Broken kernels are considered by 
consumers as belng unfit for human consumption. Therefore the Unit's 3 other grades 
which contain high percentages of brokens would have little market value and might 
also account for the complaints of "no market". For instance in February 1970, J. A. 
Brlmah, the Northern Region Chief Executive was told that "there was no market for 
over 1000 bags of milled grade one rice" at  the Tamale Rice Mills.153 It may be noted 
from Table 7 that the Tamale Rice Mills grade I rice contains as much as 40 per cent of 
broken kernels which consumers dislike. 

6-3.7. Prices 

The selllng prices used by the Rice Mills Unit have been determined by administrative 
practices, where the price for each grade was related to recovery rates and the degree 
of control that should be exercised over imported rlce. For instance, in 1972173 crop 
year, the selling prices of grades I, 11, 111, and 1V were respectively 17.00, 12.50, 11.50 
and 10.00 cedis. The controlled wholesale price for imported rice was 15.00.154 But the 
actual price turned out to be 2 cedis higher than the control price. The average 
wholesale price of the Private firms was 16 cedis 60 pesewas. 

An official of the Unit remarked that their prices are comparatively lower and that 
In setting prices the Government has not taken into account all the costs of production 
and d i s t r ~ b u t i o n . ' ~ ~  

In relatlon to ~ t s  competitors, the Unlt's price 



(a) of grade 1 seems too high, if we take into consideration the quality factors whick 
tend to shape consumers' tastes and preferences. As indicated in Appendix A.6, Tablc 
A.6.3, we may note that the price of grade I was reduced from 17 cedis to 16 cedis 5( 
pesewas and then to 14 cedls 50 pesewas in the same year. 

(b) of 13 cedls 80 pesewas being the average price of the 4 grades, seems too low 
Such an average prlce may add some points to  the inferior quality of the rice. 

The average difference of a few pesewas among the prices of different types of rice 
found in the markets, seems too insignificant to  fetch any competitive advantage for 
the Rlce Mills Un~t .  For one thing, prices for both local and imported rice have been 
under control to attain other intervention objectives. On the other hand, while price 
control had prevented the Unit's price from aligning itself to market conditions, the 
heavy subsldles on imported rice have tended to increase the competitive advantages 
enjoyed by importers. 

6-3.8. Distribution channels and costs 

The cholce of d~stribution channels and its costs have had direct effects on thevolumc 
of sales. It tended to increase the spatial and temporal availability of rice. Thc 
distribution costs which consisted of transport charges, administrative expenses an( 
promotion costs had depended on the degree of coverage the Manager intended tc 
have. Importers transport costs are generally low. This may be explained by the fact 
that the sales area of their distribution is compact and does not involve long distances 
Another factor is that dlstribution costs are often spread over a number of othei 
merchandise whlch are often distributed at  the same tlme to their sales stores. 

Estimates of distribution costs for 1972173 are given in Table 6. Such distribution 
costs were about 2 per cent for the Rice Mills Unlt, 2 1 percent for the Private firms, 26 
per cent for Ghana National Trading Corporatlon and about 23 per cent for Foreign 
flrms In relatlon to thelr respective sales. 

Wlth the exception of the Rice Mills Unlt, each of the three business firms employ 
or operate dlstribution channels which have multiples or chains that had attained 
wlder coverage. Other channel arrangements, such as commission stores, have also 
been employed. Glven the extenswe spatial coverage of Ghana National Trading 
Corporatlon and other distr~butors in the market~ng system, we can suggest that the 
type of distribution arrangement belngemployed by the Rice Mills Unit is not suitable 
for the role i t  has to play in the deslre to attain self-sufficiency in the supply of rice. 

6-3.9. The management function 

The management factor refers to the authoritative superv~sion and implementat~on, 
over a perlod of tlme, a sales policy which could have been worked out from the 
above-mentioned variables. 

It appears that the nature of Intervention as conceived in the 1960s had undergone 
changes as a result of certain developments of the polltical. economic and ecological 
factors confronting the system. Changes have occurred in the management styles of 
Ghana Natlonal Tradlng Corporation and othe;competlng business firms. However, 
owlng to the degree of autonomy enjoyed by them. they had managed to adapt their 
actlons to the changes whlch had taken place. They had therefore maintained a 
relatively stable management over 1964-1973. 

We noted earller that the management of the Rlce Mills Unit had been supervised 



by the Mln~stry of Agr~culture, which often appo~nted a commlttee for this purpose. 
The evidence suggests that the appointment had often been effected to enable the 
Government to enforce plans which could not have been justified on economic 
reasons, also ~f the commlttee had a higher degree of autonomy. For instance the 
present manager of the Tamale Rice Mill indicated that in view of the low level of 
m ~ l l ~ n g  efficiency, ~t is uneconomic to maintain the Unit's "large labour forceW.l56 At 
the same time, the manager argued that 

it 1s no easy task politically to shed a surplus labour of 262 workers of all categories, 
especlally. when the majority of them has served the U n ~ t  for more than a year.157 

Considering the type of management organization which the Unit had been receiving 
we may notlce that each one of the four changes which had occurred in the 
Government resulted In a change of the management committee. Consequently, the 
U n ~ t  had not been able to acquire, systemat~cally, the needed managerial expertise to 
formulate effective strategies for the operation of the milllng firms and for selling their 
products. 

6-4. Effects of Intervention on the 
"No Market" Problems 

Some aspects of the problems wh~ch  might have been caused by Intervention had been 
mentioned in earller sections of this chapter. In thls section we will concentrate our 
analys~s on major problems which had revolved around the adoption of new varieties 
of rlce, such as C4.63. Our analysis has shown that some of the basic "no market" 
problems of adopting new varieties of rice are associated with the differences in the 
relat~ve Importance whlch the business firms, the Government and the consumers 
attach to a set of attributes of a given type of nce. This statement can be related to the 
primary problem of the "no market" situation (namely, the Inability of the extant 
market~ng system to equil~brate the supply of and the demand for rice) as discussed in 
Chapter 3. 

Rice consumption, especlally in urban areas, had shown an increasing trend. Many 
urban markets had been characterized by occasional scarcity of the type of rice which 
1s more preferred by different consumers. Most rural private consumers prefer local 
rlce of all kinds, while urban coastal consumers prefer imported rice. 

Drastic taxation of imports during 1962-1965 caused a decrease of about 41.100 
tons of rice between 1962 and 1965. Such intervention measure might have been partly 
the cause of scarcity and sharp rising prices in that penod. On the other hand the 
measure seems to have had two other important effects: (a) There were substantial 
~ncreases in the production of local rice to compensate for the reduction. But 
substltutlon of local for imported rice seemed to have been offset by a rapid increase in 
lnstitut~onal consumptionl58 which had occurred through out the decade. 

In January 1968, a survey of consumer opinion'59 on rice from Tamale Rice Mill 
revealed that ~ t s  parboiled rice 

(a) has higher nutritive values, but 
(b) it solicited low consumer appreciation. It has commercially an objectionable 

odour, colour and contamed a large proportion of extraneous objects, especially 
stones wh~ch could damage teeth when chewing. 



(C) and that its lower price seems to confirm consumers' dislike for it and also that 
was inferior. 

In 1970 raw-mllled rice was introduced by the Rice Mills Unit. Ghartey report1 
pre-market tests of this rice at  the 1970 Agricultural Conference on Rice Productio 
The survey showed that the size, appearance, taste. the tendency for the grains 
coagulate when cooked, the presence of weed seeds and stones had a negati, 
influence on consumer acceptance.160 

While my investigations summarily confirmed Chartey's report I observed tha 
(i) some consumers and traders complained161 about the high content of broke1 

which tend to reduce the storage life of rice.162 
(ii) some school children and formally educated adult consumers know thi 

consumption of white rice could cause beriberi. Yet more polished rice iseaten by th 
category of consumers. Although some of the above-mentioned quality factors we1 
cited as explanations, it seems to me that conservatism, aesthetic desires and t l  
prestige which one acquires through formal education are more plausible explani 
tions. 

(iii) On the other hand, some of the less formally educated consumers patroniz 
parboiled rice because of dietary needs, the grains swell better and have taste bettc 
than polished white rice. 

In other words intervention seems to have increased the degree of consumer loyalt 
to a given type of rice. 

At the farming stage the choice of a variety for cultivation had been determined b 
the susceptibility of that variety to plant diseases, lodging, maturation period an 
timely availability of seeds and other input needs. Yenli, the Regional Agriculturs 
Off~cer in the North, and who has once chairmaned the Northern Region Ric 
Marketing Committee which was to manage Tamale Rice Mill, reported instance 
where some farmers had to grow their own seeds because 

(a) they could not wait any longer for the recommended variety to arrive  fro^ 
Kpeve and Kpong 

(b) certain varieties, e.g. C4.63, were susceptibel to  ecological factors blast, whicl 
tended to reduce yields 

(c) C4.63 matures after 170 days, i.e. 40 days more than the prescribed period, sc 
that its harvesting coincided with rains which increased harvesting period by . 
weeks."' 

The experiences of marketing problems for some farmers, both small- and large 
scale, were inevitable because some of the milling firms were idle most of the time 
And even those which had been in operation under-utilized their milling capacities 
and as result they were unable to absorb all the paddy produced by the farmers. Those 
farmers who wished to sell out immediately after harvesting were the hardest hit, and 
they had to turn to the private processors and wholesale-middlemen to dispose 01 
their paddy. Tagoe, an Agricultural Development Co-ordinator had indicated that 
there has been some annual surpluses of paddy which the Min~stry of Agriculture 
could not buy.164 

At the milling stage, purchased paddy often contained as much as 27 per cent of 
moisture.165 Owing to an inadequacy of certain facilities, the Rice Mills Unit has not 
been able to control the quality of paddy to suit milling requirements. In order to 
obtain rice which has a commercially acceptable appearance, paddy has to  be milled 
twice or more. so that a large quantity of brokens, bran and splits had been produced 
in relation to the percentage of whole heads.166 In a private conversation, Ghartey 



Indicated that there had not been any problem with rice marketing.167 An official of 
the R ~ c e  Mills Unit could not confirm or  deny that the mills had experienced 
difficult~es in selling their rice. 

We can only surmise that the functions of the ad-hoc marketing committee can be 
enough support for the allegations that sometimes the milling firms had found it 
difficult to sell their rice. These periods have partly concided with (1) harvesting 
periods which are also the peak time of their milling activities, namely, between 
December and March of every crop season, (2) increased imports of rice under food 
aid programmes, especially during 1966-1969.168 Almost all the markets were 
saturated with short-grained rice which had been imported through the Ghana 
National Trading Corporation under a food aid agreement. Reusse noted that aid 
imports added 10,000 tons of rice each year to the normal commercial needs during 
19661968.169 Such huge imports tended to slow down the movements of rice from the 
milling firms to the consumption centres. In spite of these problems, it seems that the 
most challenging "no market" problem for the milling firms is their inability to 
produce clean rice which is more preferred by coastal urban consumers. 

The Government was aware that if there were no adequate marketing facilities for 
producers and the milling firms "a vicious circle" might occur. That is 

no market because there 1s meagre production and no Increased product~on because of no 
market~ng faclllt~es ''0 

In spite of this awareness implementation laid particular emphasis on rice production. 
The appointment of ad-hoc marketing committees to manage and sell rice from the 
milling firms was made in part to protect and maintain Government interest in the 
efforts, and partly as a check against smuggling. Such an administrative measure 
~ncreased the welght of civil service red-tapeism which caused delays and fostered a 
non-commercial attitude.171 Agriculture and industry were "productive", but 
"commerce and finance" which are connected "only with organizing the distribu- 
tionm,172 i.e. "the purchase and re-sale . . . of food"173 were regarded as "unproduc- 
tivew,174 The dynamics of these developments appeared to have increased the growth 
of black marketing smuggling and frequent shortages which had to be alleviated 
through large imports of rice and other foodstuffs. 

6-5 Conclusion 

In evaluating the performance of intervention we may note that, first, it sought to 
achieve self-sufficiency in the shortest possible time. After nearly 10 years of 
operation and the resultant unimpressive performance at  certain stages of the 
channel, ~t is difficult to define "the shortest possible times" needed to attain self- 
sufficiency. 

Many of the intervention measures have been subsidized "to maintain a maximum 
number of commercial paddy farmers" in the system. Some farmers appreciate the 
Government's efforts to stabilize their Incomes by operating guaranteed minimum 
price through the Rice Mills Unit. In view of the keen competition in paddy markets it 
seems that some farmers will sell their paddy to private buyers who have been offering 
higher prices than the guaranteed price. 

The evidence indicates that an effective marketing system must be developed and 



maintained. It may help the Rice Mills Unit to attract more farmers, especially thosc 
who want to sell out immediately after harvesting. For the Rice Mill Unit to  providc 
effective market for paddy farmers, its rice must be sold as well. In this case the presen 
distribution arrangement may not be suitable. 

In relation to the nutritional needs of consumers, it appears that the increasing 
availability of rice had generally enabled them to satisfy their calorie needs. Ricc 
contains low amounts of protenaceous substances. As rice from the Rice Mills Unit i! 
not fortified, consumers have replenished their protein requirements from imported 
rice and other foodstuffs. Unfortunately protein defficiency may continue to be a 
nutrit~onal problem for some time. 

Prices have generally been controlled and subsidized. It seems that rice eaters have 
been and may have to pay more for their most favoured type of rice. Thus if the 
performance of Intervention in local rice has been relatively low, scarcity of rice seems 
to have been allev~ated successfully through imports. 

In concluding t h ~ s  chapter certain aspect of the analysis can be mentioned. 
~ntervention measures have had varying effects on the output of paddy, the 
availability of both imported and local rice, the structure of the marketing system in 
general and on the channel in which Rice Mills Unit has been operating. The 
performance of the Rice Mills Unit in terms of providing effective markets for 
farmers' paddy and of providing local rice were affected too. 

The analysis has shown that there has been substantial increases in paddy output, 
but the Rice Mills Unit has depended directly on the Government for its financial 
resources which had been allocations from the government budget and a special Rice 
Levy Fund.175 Government financial practices seem to have contributed considerably 
to the Unit's inability to provide timely and effective market for the farmers. 

On the sale of rlce we noticed that the type of distribution channel which the milling 
flrms used were not consistent with the roles they have to play in the desire to achieve 
self-suffic~ency. Two of the reasons for this assert~on are as follows: In the first place, 
the extant distribution channel has been operated directly by the Governmtnt. As 
such the frequent changes of Governments have caused corresponding changes in the 
management (1.e. personnel, attitude, etc.) of the channel in which the Rice Mills Unit 
has been operating. An official of the Rice Mills Unit pointed out that this factor has 
been a limiting factor on the operations of the Unit. It might even be associated with 
the Unlt's ~nab~l i ty  to produce the type of rlce that consumers want. In the second 
place, the system of Intervention measures IS officially recognized as large-scale 
c.otntnerc.ral rlce production. Slnce the M ~ n ~ s t r y  of Agriculture or the ad-hoc 
marketing committee has no real commercial role, ~t may be questionable whether 
e~ther  of them 1s the most appropriate statutory agent to manage such commercial 
pol~cy and to prov~de the much needed creatlve marketing policy for the Rice Mills 
Unit. 

In an article on agr~culture pohcy, La-Anyane stated that "a problem exists with 
riceW.l7h Other recognized pr0blems1~~ are assoc~ated wlth adoption of new varieties of 
rlce, storage losses, processing and m ~ l l ~ n g .  prlcing, madequate market information, 
selling techniques, etc. The suggestions17g discussed at the 1968 and the 1970 rice 
conferences seemed to point to the need for an authoritative component to  manage 
the system of intervention measures on "purely commercial lines". Our contribution 
to the suggestions w~ll  be discussed in the next chapter. 



7. The Proposed Vertical 
Integrated Marketing System 

7-1. Overview 
In the concepts of markets and marketing, we stated that rice markets are essentially 
the extensions of paddy markets. Analysis of intervention effects has indicated that 
some market limiting conditions which might occur in rice markets could have 
precarious repercussions on paddy markets. To some extent the opposite could also 
be true. 

The purpose of our discussion In this chapter is to suggest a model which could 
provide a relatively long-run stable organizational structure and a more market- 
oriented Rice Admlnlstrative Board to operate the system of intervention measures. 
This chapter represents an attempt to achieve the third research objective as defined in 
Section 1-3. 

We have arranged the contents of this chapter in the following manner. The 
underlying assumptions and motives for vertical integration is discussed in Section 7- 
2. It Includes a brief discussion of three of the motives for vertical integration. In 
Section 7-3 we have sketched the structure of the model and how the Rice 
Administrative Board can be constituted so that its Executive Committee will 
comprise personnel from the firms included in the model. The management of the 
model is discussed in Section 7-4, wlth respect to the process of decision making and 
~ t s  implementation. The management process is illustrated on one of the many aspects 
of the "no market" problems in Section 7-5. This is followed with a conclusion in 
Section 7-6, where we have discussed some of the advantages and the disadvantages 
which might be experienced by the interest groups concerned. 

7-2. The Underlying Assumptions 
and Motives for Vertical Integration 
The term "vertical integration" is used in this context to  signify 

(a) a process of completing or formalizing the interdependent relations among the 
business firms, the Government and consumers in their systematic efforts to achieve 
self-suffic~ency. 

(b) actlons taken to effect changes in some features of the institutional relations 
prevailing In the system. For example, the replacement of the ad-hoc marketing 
committee with a relatively stable and more market-oriented one. 

Processes (a) and (b) involve the establishment and the delegation of authority and 
responsibility to a newly constituted Rice Administrative Board to  seek ways of 
achieving co-ordination for the optimal operation of the intervention measures. At 
this juncture we can define our model of vertical integrated marketing system as that 



type of organization'79 estabhshed under an authoritatwe Rice Administrative Board 
which w~ll  pursue unified busmess polic~es on a number of successive commercial 
operations in the production and distribution of (paddy and) rice among different 
markets. 

In t h ~ s  definition the term authoritative s~gnifies the "amount of legal power"J80 that 
may be delegated to the Rice Administrative Board. In this context, the "amount of 
legal power" will define the extent to which the Rice Administrative Board can 
"influence the behaviour o f '  the business firms included in the model system. Hence 
the more the amount of legal powers enjoyed by the Rice Administrative Board 

(I) the greater will be the degree of the system's autonomy in relation to the 
Government. 

(il) the stronger will be the legal base of the Rice Administrative Board to influence 
the behaviour of the firms included in the system on more commercial lines. 

(iii) and the greater will be the degree of vertical integration.181 
We may postulate that "the amount of authority" that may bedelegated to the Rice 

Admin~strative Board wlll depend, ceteris paribus, on the motives for integration. 
Vertical ~ntegration has been advocated on a number of reasons of which the 

following can be considered as sufficient for our purposes. 
I. The first motive is an assumption that many aspects of the "no-market 

problems" had been related to the inadequate co-ordination of goals and actions 
among the interest grcups in relation to overall intervention objectives. For instance, 
~t was indicated in the previous chapter that while the Rice Mills Unit utilized 
administrative means to dispose of its rice, it has not been difficult for a commercial 
firm like Ghana National Trading Corporation to obtain licence to import rice for 
redistribution. So that the desire to attain self-sufficiency (i.e. supply-demand 
equilibrium) in local rice and the reduction of the country's dependence on imported 
rice had been at  variance. 

2. The other motive for vertical integration is that the act~vities performed at each 
stage In the channel are related in such a way that their separation is almost 
imposs~ble. For instance, consumers obtain rice from the retail stores which may 
depend on the wholesale stores or the Rice Mills Unit for their stocks. The Rice Mills 
U n ~ t  depends on the farmers for paddy which it mills. These constitute successive 
obllgatlons which have been executed by separate, often small-scale business firms. 
By selling their paddy to the Rice Mills Unit at the guaranteed minimum price both 
the farmers and the Government are fulfilling the obligations they owe to each other. 
But the sale of rice by administrative means could not have fulfilled the commercial 
obligation the Government might have had before the Rice Mills Unit and the 
consumers. It appears that consumers' demand for certain market~ng services might 
not always be provlded through admin~strative means. 

3. The third motive for integration is related to the need to preserve the political 
Interest of the Government. The fact IS that integrat~on, in this context, may be 
posslble only if the Government expresses its willingness to proceed with the process. 
The issue at stake here is the amount of power the Government has to invest in the 
Rlce Administrative Board or the degree of autonomy the model organization should 
have. In this respect we can rely on certain provisos which, while allowing for some 
autonomy. might strengthen Government control as well. In the first place we are 
aware of the fact that the Government can exercise its powers in any manner it may 
choose. However, Mark-Hansen, the Managing Director of the erstwhile Food 
Marketing Corporation. stated that 



~t the Government (wishes to) own some mllls In the Interest of ~ t s  prlce stablllzatlon pol1cyl8? 

there can be no effective organization as ". . . a vert~cally integrated set up . . . under 
one managementm.I83 

Furthermore, the business firms included in the model are owned by the state but 
some of them operate on some kind of co-operative or contract arrangements. An 
example of this arrangement can be the type of obligation that exists between the 
farmers and the Rice Mills Unit. Other firms have some representation on one or two 
statutory bodies. For example, the Grains Development Board has representatives 
from many of the Government departments, including the Rice Mills Unit, whichare 
connected with the production of rice. Some of the firms are part of the same legal 
entity, namely, public enterprise and being operated by the Government. For 
example, Ghana National Trading Corporation is a public enterprise. 

The conditions correspond to the attributes of the institutional relations which 
form the bases for Mattsson's concept of institutional integration.184 According to 
this concept, Mattsson states that these 

attributes of the lnstitutlonal relations can be comb~ned In so many ways . ,185 

to indicate the amount of legal powers or the degree of autonomy the Government can 
bestow upon the Rice Administrative Board.186 

For our purpose we shall assume a part~al  vertlcal integration. That is the Rice 
Administrative Board is sufficiently autonomous to operate the organization "on 
purely commercial linesm.197 We may also remark that although these motives may be 
tangible enough, we are equally aware that the interest groups may also be motivated 
by the advantages and the disadvantages of vertical Integration. We shall discuss such 
determinants of vertlcal integration in Section 7-6 below. 

7-3. The Structure 
of the Proposed Integrated System 
As indicated earlier the proposed integrated system is based on the combination of the 
channel In which the Rice Mills Unit has been operating Ghana Naticinal Trading 
Corporation and a number of non-market institutions under one administrative 
board. The structure of the new system can be described wlth the help of the schema in 
Fig. 6. It may be regarded as consisting of three sub-systems, of which brief 
descriptions are given below. 

1. The Rice Administrative Board. The upper portlon of the figure shows a sub- 
system for controll~ng and co-ordinating the activltles of the integrated system. The 
Board also serves as the means for implementing Government intervention policies. It 
can be constituted as follows: 

2 persons from the farms 
2 persons from the Rice Mills Unit 
2 persons from the Ghana National Trading Corporation 
1 person each from the Grains Development Board and from the Ministry of 

Agriculture. 
2. From this group an Executive Committee can be established to operate the new 

system on a commercial basis. The Executive Committee can be constituted from one 
farmer, who will act as liaison officer and 4 others that may be shared equally between 
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R ~ c e  Mills U n ~ t  and the Ghana Nat~onal Trading Corporation. On the other hand 
such a Comm~ttee may be formed from the divis~onal managers of the business firms 
(the lower sub-system of the f~gure) where specific activlt~es are to be performed. 

By the nature of ~ t s  const~tution the Executive Committee will form a n  integral part 
of the Rice Administrative Board. As such, decision making, its implementation and 
control of business operations, could well be CO-ord~nated for an optimal running of 
the new organization. 

The lower part of the figure indicates the basic structure of the proposed 
organlzatlon in terms of the business firms wh~ch,  as d~v~sions,  will have to perform 
certain activ~ties In the following manner: 

1. Private small- and large-scale Farms. These are farms which may be contracted 
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to grow specific varieties of rice and sell them to the Rice Mills Unit a t  a guaranteed 
minimum price per bag. 

2. Buy~ng statzons. These consist of the current 25 centres being operated by the 
Rlce Mills Unit to purchase paddy from farmers in both the Northern and Upper 
Regions. Buying Agents will inspect the paddy for purity of variety, correct weight 
and pay cash for small quantities and cheques for larger quantities. Buying Agents 
should send returns on purchases to both the Rice Mills Unit and to the Information 
Units of the Grains Development Board or the Ministries of Trade and Agriculture. 

3. The Rice Mills Unit consists of the seven resuscitated milling firms at  Bawku, 
Bolgatanga, Atebubu, Kwame Danso, Tamale, Wa and Yendi. At present the Rice 
Mills Unit operates three milling firms at  Bolgatanga, Tamale and Wa.188 Each of 
these milling firms has an average paddy intake capacity of between 10 and 15 bags 
per hour, i.e. between 80 and 120 bags per milling day.189 For current milling 
activities, the Rice Mills Unit will mill all paddy received from the Buying Stations or 
from the Buffers, grade its products into standard package sizes with the appropriate 
designation of grade or trade mark, price tags, etc. In order to avoid stock-piling at  the 
milling firms, the Buffers can be asked to collect milled products (except bran) which 
may exceed the needs for current business activities in the system and between the 
system and the private business firms and institutions. 

4. Storage Facilities can be created from the existing facilities for storing paddy 
and rice. For instance, the Rice Mills Unit has storage facilities which night  be used 
only for paddy in the following towns.193 

Tamale (1 10,000) Fuu (10,000) 
Bolgatanga (25,000) Jimili (15,000) 
Bawku (25,000) Wa (25,000) 
Yendi (25,000) 

The concrete silo system which was to be operated by the erstwhile Food Marketing 
C o r p o r a t i ~ n ' ~ ~  can be used to operate the "Storage Facilities" of the new 
organization to store rice at Accra (10,000 tons), Cape Coast, Ho, Kumasi, Sunyani, 
Takoradi, Tamale and Wa (5,000 tons each)."] Bulk selling or wholesale activities to 
such buyers as institutions, private wholesale and retail stores can easily be conducted 
from these Storage Facilities. 

5. Buffers or Granaries can be created to  hold both paddy and rice at  peak 
harvesting and milling periods. These facilities can be used to hold excess paddy or 
rice which might result from bumper or very good harvests. Buffer stocks of both 
paddy and rice may then be released gradually during a crop year or between crop 
years of poor harvest to 

(a) replenish current paddy needs of the Rice Mills Unit 
(b) replenish sales needs of the Storage Facilities and retail shops 
(c) stores and to 
(c) fulfil orders from private business firms and institutions outside the model 

organization. 
Buffer stocking may be regarded as a stabilization function which may require 

expert assistance from the Grains Development Board, the Ministry of Trade and the 
Ministry of Agriculture. Purchases for stabilization functions can legitimately be 
financed from the Rice Levy Fund of the Ministry of Agriculture. Sales from Buffer 
stocks can be effected at prices which may be estimated to reflect the costs of stocking 



activities. For example, the Grains Development Board has two butyl silos with a 
total holding capacity of 2,000 tons (in Bolgatanga and Tamale) that can be used for 
Buffer stocking. 

6.  Ghana National Trading Corporation can be persuaded to distribute local rice 
in addition to the imported rice. 

7 .  Consumers consist of both private and institutional customers who buy 
normally from the Ghana National Trading Corporation. 

Apart from the above-mentioned components of the proposed organization some 
non-market institutions may be requested to provide certain services that may be 
necessary for the successful implementation of the intervention objectives. For 
example. the State Transport Corporation can provide transport services for moving 
paddy to mills or storage facilities in the system, etc. The Ministry of Agriculture can 
be asked to provide extension services, while the Grains Development Board can 
operate a buffer unit or state granary. The Agricultural Development Bank can 
continue to provide financial services for current business transactions of the new 
organization on a normal commercial basis. 

To capitulate on thls section we may say that the basic structure of the proposed 
Integrated organization is that it consists of the farms, the Rice Mills Unit, Buffer and 
Storage Facilit~es, Ghana National Trading Corporation and some private and 
institutional consumers. The system allows for the provision of certain services by 
other Government non-market institutions. It may be operated by an Executive 
Committee whose activities192 may be supervised by a Rice Administrative Board. 

7-4. The Management Process for the Proposed 
Organization 
The Rice Administrative Board will operate the proposed organization by making 
long term policies on the objectives to be pursued, the types of business transactions 
that must be performed from time to time at  the firm level and the techniques that 
should be employed to accomplish the tasks and objectives. Hence the business of 
management starts with the concept of marketing so that all other activities will 
ultimately be dependent upon it. 

When the Rice Administrative Board and the Executive Committee sit down to 
discuss business plans, they will decide on what measures are necessary to carry out 
certain tasks (see Fig. 6 and Appendix B.4) and to implement certain objectives. The 
process of policy maklng may depend on three factors. The first one is access tovalid 
and adequate information on Government and divisional objectives, market 
conditions, the organization's ability and resources, etc. Such information can be 
obtained from Government policy directives, from the records of divisional firms and 
institutions, through research and from recommendat~ons from the Executive 
Committee. 

Prior to the meeting the Executive Committee, which is responsible for the daily 
operation of the organization and its divisional firms, will have to submit 
recommendations and studies of operational problems that necessitate action. 
Examples of such problem areas can be the need for policies on the guaranteed 
minimum price per bag of paddy, feasible wholesale and retail prices in relation to  the 
control price, handling of stocks and other problems which are related to distribution 



Table 8.Alternative Strategies, indicating a set of Selected Action Parameters which 
can be used in Decision Making. 

Availability in 
Time or Sales Margin Prlce Quantlty Quality Sales Cost 
State Promot~on 

t= 1 S~ G ? .  pl.  l I .  1 A . .  1 1 
1 j 1 J 1 J i J 1 J 

C . .  
1 J 

2 2 P'. 2 2 
I .  2 A . .  2 

' l j  I J i J 11 C . .  11 

arrangements. This can be regarded as one aspect of policy making at the Executive 
level. An illustration of such a situation is summarized in Table 8 above. It indicates 
that given the values of certain action parameters there are no alternatives (i.e. 
horizontal lines) any one of which may be chosen by the Executive Committee for 
recommendation. 

Each alternative strategy reflects the state or time required and seven action 
parameters to which estimated values can be given. Other alternative strategies can be 
created by altering the estimated values of some of the action parameters for each of a 
glven alternative. 

Alternative strategies are discussed and evaluated in terms of the objectives (e.g. 
sales volume), costs and time, until everyone or the majority of the participants are 
satisfied that every realistic alternative has been explored. The selected alternatives at 
this stage w~ll  be recommended for policy needs at  the Board meetings. 

The second policy making factor is concerned with the period which the policy will 
cover. It was indicated earlier that policies will be made on long term basis, namely 5 
years or more. Such a period may be necessary for determining feasible operational 
adjustments. The third factor can be the degree of autonomy enjoyed by the Rice 
Administrative Board in relation to the Government (see Section 7-2) and to the 
Executive Committee (see Section 7-3). 

Given these factors we may assume that policy making, for instance, a t  the Board 
level, can replicate the pattern as summarized in Table 8. The decisions made on any 
of such policies at  the Board level will then serve as bases for recommending certain 
policy issues at the Government level. Hence policy making will be a continuous 
process of bargaining and interchanges between the Executive Committee and the 
Rice Adrnin~strat~ve Board on the one hand, and between the Rice Administrative 
Board and the Government on the other. The essence of such a policy making process 
1s that the Rice Administrative Board can obtain a series of feasible directives from the 
Government. In this way the Administrative Board could work out such business 
rnil~eu that would be less susceptible to the effects of political changes. At the 
executive level the Rice Administrative Board could also obtain a number of bargains 
with the Executive Committee. Such bargains may provide 

(1) adequate incentives and considerations on the participants. 
(2) multilateral commitments in such a way that while the Rice Administrative 



Board offers IncentIves and support, the Executive Committee may pledge themselves 
to better performance. 

(3) evpllclt lim~tations for policies on issues that may be negotiated 
(4) means for keeping internal structure of the new organization intact and 

dynamic. 
At this juncture we may remark that a bargained decision193 is a joint decisior, 

a rmed at through an agreement between the Rice Administrative Board and the 
Executive Committee. Since the Executive Committee is by definition a necessary 
part of the Rice Administrat~ve Board at the firm level, it follows that any adopted 
declslon will have better chances of being successfully carried out. 

7-5. No Market Problems-An Illustration of the 
Model's Management Practices 
In this sectlon we shall sketch out, for illustration purpose only, how our model can be 
appl~ed to the needs of the Rice M~lls  Unit in the 1973174 operation year.194 

From the records of the R ~ c e  Mllls Unlt there was a plan to purchase195 about 
220,000 bags of paddy at 12 cedis per bag in 19731 74 crop year. Such a purchase 
would be about 50 per cent of the expected output of the farmers in both Northern and 
Upper Reglons. Paddy was to be milled by three firms which run 4 mills. The total 
volume of their milled products were estimated at  about 11 3,000 bags of (3.1, 119,000 
bags of Gr.11 and 2,300 bags of Gr.IV. The price of the 3 grades are respectively 19.00, 
16.70 and 12.80 cedis. 

The Manager of the Rice M~lls Unit thinks that 

some serious problems about purchasing and milling are likely to ensue because of Increased 
volume of activities IYh 

lnsplte of the expected problems the Manager is ". . . determined to achieve. . .", for 
the first t ~ m e  In the h~story of the millingfirms, ". . . a minimum profit margin of 10 per 
cent" . . . on the sale of ~ t s  pr0ducts.~9~ And In order to achieve the objective, the 
records mentioned that prices for milled products have been reviewed to reflect 
rn~l l~ng costs. As a solution to the "no markets for the m~lls' rice", the records stated 
that 

All milled rlce ulll be sold In bulk to the Min~stry of Trade whlch will d~str ibute  ~t through the 
Loglstlcs Committee IVX 

The contention is that the chosen distr~bution channel may add more problems to 
those already expected in purchasing and milling. The results of our analyses 
(Chapter 6) lndlcate that distribution by adrnln~stratlve means has not been and may 
not be. commerc~ally, an effectlve technique. In the past ~t tended to affect the size and 
the variety of the markets that could have been effectively developed and maintained 
by a vert~cal integrated organlzatlon. 

In the context of the suggested organizat~on, we can observe that business 
transactlons w~l l  be planned and dlrected on the basis of the d~agram described in Fig. 
6 to servlce the market. Operations can be based on the preconception that the 
expected prof~t  margln could be achieved if the organ~zation's local rice can find an 
effectlve acceptancc in the markets. 



A probable strategy for decislon making and ~ t s  implementation will be, that 
(1) The purpose of such a plan is (a) to add the expected 10 per cent minimum 

prof~ t  margln for the Rice Mills Unit to the total profit margin that will be obtained 
from the sale of both local and imported rice during that year, (b) the sales of local rice 
will Increase In relation to the sale of imported rice in certain markets. 

(2) A number of private business firms can be persuaded to stock and market a 
certain quantity of local rice from the Rice Mills Unit. In addition to this certain 
segments of the consumer markets, for example, institutional consumers can be 
persuaded by Administrative action to buy local rice. Furthermore, since the model 
organ~zation has virtual monopoly over rice importation, it can reduce the quantity 
that has to be imported and sold durlng the same year. Of course these processes are 
based on the assumption that other activities a t  each stage of the system are performed 
to ensure and malntain a steady flow of paddy and the three grades of rice between 
November 1973 and August 1974. And that certain quality measures, like the 
suggestion made In Appendlx B-2, will be implemented in order to adapt the products 
to the taste of the consumers. 

(3) Conditional sales techniques will be employed to penetrate and/or  expand 
sales in the selected markets. For instance the sales of both local and imported rice can 
be effected on ratios of 1: 1, 1.5: 1 or 2: 1. The effectiveness of conditional sales 
techniques can be Increased by practising price discrimination between the local and 
Imported r1ce.199 

In this particular case the Executive Committee can be vested with powers to 
employ these and other techniques which they might consider effective in certain 
markets. 

7-6. Advantages and Disadvantages 
of Vertical Integration 
In Sect~on 7-2 we discussed three motives for suggesting a vertical integrated system. 
We also noted that integration might be motivated by the advantages and the 
disadvantages that may accrue to the participants. On the other hand the direction of 
the Integration process and the purpose of the action may have important effects on 
the advantages and the disadvantages. Consideration can be given to the factors we 
discussed under constraints in Section 5-6. Since the model is a suggestion, it 
follows that the advantages and the disadvantages can be stated as possibilities rather 
than hard facts. 

Among possible advantages that may accrue to the farmers in the model are prompt 
purchases of paddy by both the Rice Mills Unlt and the Buffer stock holders, better 
opportunity for Increasing paddy production and more stability in paddy markets 
and incomes. On the other hand these advantages may be offset by the fact that they 
may not have other opportunit~es for increasing their income when prices in the open 
markets are h~gher than the guaranteed price, and when output might be reduced by 
the effects of ecological factors. 

Advantages for the Rice Mills U n ~ t  may be 
(1) a certainty In the supply of paddy at regular intervals 
(2) better control of milling activities 
(3) that the rate of stock-piling at the milling firms may be reduced because of the 



Buffers and Storage Facilities 
(4) stability In the management operations and distribut~on channel 
( 5 )  a certaln portion of the preferential markets will be secured for its products. 
The more probable disadvantages are that 
(a) some marginal milling firms may be too expensive to operate but they have to 

be kept in business because of 
(b) public oplnlon and Government action 
(cl personal gratification of some employees may be slightly affected. 
It 1s almost difficult to  assign any advantages to the Ghana National Trading 

Corporat~on in this respect except that the process may 
(I) offer another source of supplies 
(11) prompt services so that administrative delays in the issues of Import licences or 

delivery delays can be reduced considerably 
( ~ i )  offer opportunities to expand or influence the milling operations of the Rice 

Mills Unit. This may give some personal gratification to the employees who have 
some expertise to sell. 

The disadvantages may be 
( I )  difficulty in adopting rice which has little market acceptance for such 

conservative buyers as institutional consumers 
(2) reduction In the size of margin that may be obtained from selling only imported 

rlce 
(3) Increased costs of management and distribution 
(4) Inflexibility in operations 
The Government may have the following advantages from the process: 
(a) freed from the daily chores of operating and managing the Rice Mills Unit and 

attending to the numerous grievances of farmers 
(b) reduction in financial commitments because the milling firms may in time be 

able to finance themselves from their profits 
(c) economy on the use of limited managerial personnel 
(d) reduction In the degree to which certain groups In the society use rice imports to 

bring political pressures upon the Governments. 
The probable disadvantages are that 
(i) direct Government control over the millingfirms and pperhaps over the farmers 

will be weakened 
(ii) reduction of political exploitation of certain intervention measures 
Consumers may secure the following advantages: 
( I )  better marketing servlces and relatively stable distribution of local rice 
(2) improvement in certain quality attributes of local rice 
(3) lower prices. 
The disadvantages may be more because 
(a) additional profits or resuscitation of less profitable milling firms might increase 

both milling and distribution costs 
(b) prices at the retail level may not decrease, but may even rlse 
(c) reduct~on in the sale of ~mported rice may compel some consumers to cultivate a 

new taste for local rice or seek other means of attaining satisfactory consumption 
(d) in as much as the local rice and other imported rice is not nutritionally fortified, 

the incidence of such defficiency diseases as beriberi, stomatitis and burning feet may 
add to the disadvantages of adopting this type of nce.200 

In conclusion we may remark that in this chapter we have discussed vertical 



~ntegration as actions taken to complete the interdependent relations among the 
interest groups. The purpose of the integration is to achieve the objectives of 
intervention. It was also considered that integration could provide more effective 
alternatives for some of the "no market" problems. 

Integration may be motivated by the presence of certain institutional relations 
(Section 7-2), the advantages and the disadvantages which each of the interest group 
may secure in the process. Given the structure as described in Fig. 6, the Vertical 
Integrated Marketing System can be directed by a Rice Administrative Board from 
which an Executive Committee may be constituted. By this arrangement decision 
making can be reached through a process of negotiation. Its implementation can be 
more thorough and prompt. 



8. Summary and suggestions 
for further studies 

8- 1. Overview 
In thls research we have t r~ed  to investigate the causes, nature and effects o 
~nterventlon In the production and marketing of rice. Our attempt was prompted 
mainly, by recent complaints that some farmers and milling firms have experience( 
dlfflculties in selling their paddy and/or  rice. Such complaints were popularl! 
phrased as "no markets" for farmers' crops. In the course of the research we notice( 
that the term "no market" has a wider connotation and a long history. We havt 
concentrated our research on some aspects of the present "no market" problems, anc 
for the solutlon of this problem a model has been suggested in Chapter 7. Asurnmar] 
of the research and proposals for further studies are provided below. 

8-2. Summary of the Research 
Our analyses of ava~lable Information indicated that in Ghana rice is relatively 
important being one of the basic sources of energy (calories) to  urban consumers. It 
has therefore been one of the major commercial crops for the businessmen who have 
organized ~ t s  production, importation and distribution. In recent years rice has been 
essential to the Government as an indirect means for influencing market behaviours 
of both consumers and the businessmen. 

In our search for the causes of "no market problems" we stumbled upon a number 
of problem areas of whlch the inability of the extant marketingsystems to equilibrate 
the supply of and the demand for rice (and other staples) has been a disturbing one to 
the Government. 

The scanty information on pre-intervention marketing organizations suggests that 
rice had been produced in relatively large quantities and in fairly good quality, but its 
distribution had remained almost an exclusive occupation of the peasant farmers and 
private unlt traders from the Indigenous Distribution Systems. A combination of 
such factors as small-scale production, which were often located in areas that could be 
reached only by foot-paths, inadequate communication, transport and storage 
facllit~es have had deleterous effects. In addition to these factors, we have noticed that 
farmers and traders appeared insensitive to their managerial inadequacies. Owing to 
such weaknesses of the Indigenous Distribution Systems certain staples, including 
rice, were relatively scarce on many urban markets. Scarcity can also be attributed to 
the growth in urbanization and the demand for food, and the absence of better means 
for estimating the level of domestic prod~iction. Rice has therefore been imported to 
mitigate shortages. Imported rice was distributed mainly by foreign firms which had 
been operating in the Expatriate Marketing Systems. 



Among numerous reasons that prompted Government intervention in the 
product~on and marketing of rlce, we noticed that the relatively high dependence of 
urban consumers (especially in the South) on imported rice has been essential in 
connection with the actions taken in 1926 and 1963. Some businessmen felt that it was 
their undeniable right to turn to the Government for assistance in a business that 
seems to have suffered from prolonged neglect. We also observed that by the turn of 
the 1960s business was attracting the attention of politicians and the Government. 
The effects of other reasons such as the dwindling foreign exchange reserve, trade 
deficits, and the availability of suppliers credit, called for more serious actions- 
~ntervent~on-by the Government. 

Conceptually, intervention could be both a set of actions taken in response to  
certain demands for better performance of business firms and other interest groups in 
an existing marketing system and on introduction of entirely new procedures that did 
not exist before. This is partly the concept of intervention we adopted in Chapter 2for 
defining also, the system's approach to large-scale commercial rice production in 
which "markets" are some of the elements for expressing certain types of 
interdependent behaviours, such as buying and selling, in the system. As behaviour 
expresses the performance of certain tasks in certain ways to achieve one's goals, it 
was more appropriate to think of marketing in the above-mentioned behavioral 
terms, namely, goals, tasks or business transactions and the techniques employed to 
carry out the tasks. 

In the context of the post-1963 intervention we noticed that a set of large-scale 
actions had been taken at  different levels such as the farming, millingand distribution 
of both local and imported rice, in order to achieve some predetermined goals 
(Chapter 5). It has somehow been difficult to substantiate the choice of large-scale 
commercial rice production in an area where a previous intervention had been a 
failure. The situation seems more puzzling when consideration is given to the fact that 
the foreign exchange reserves had been virtually exhausted when the 15 Hansetta 
mills arrived in 1964. 

Intervention had (a) encouraged some farmers to specialize in commercial 
production of paddy, (b) introduced a number of new hybrid varieties of rice into the 
industry. (c) tended to stabilize paddy prices and Incomes of those farmers and (d) a 
decreasing effect on the scarcity of other foodstuffs. In spite of these achievements the 
performance of the mllling firms has been unimpressive, especially, in relation to the 
supply of rlce. 

At thls point we can mention some of theeffects of intervention on the "no market" 
problems. 

There has been an occasional stock-piling and inability of some of the farmers and 
the mllllng firms to sell their paddy and/or  rice. The study has shown that the 
occurrence of thls particular type of "no market" problem can be attributed to certain 
intrinsic features of intervention: inadequate coordination of the participating 
lnstltutlons and business firms and their activities; the management of these 
Institutions as separate entities by administrative means which are more susceptible to 
polltlcal pressures; competition from imported rice; low quality attributes, etc. 

Under the present channel arrangement, certain aspects of the "no market" 
situation can still be regarded as problems because 

( I)  at certain times of the crop year paddy purchases and the movement of rice from 
the Rice Mills Unit will slacken 

(il) the quality of rice from the Rice Mills Unit may tend to reduce its 



compet~ttveness v~s-a-v~s Imported rice in such important markets as the institution, 
consumers 

(iii) as there 1s no unified action, it will be difficult to acquire the releva~ 
information on rice supplies, and changing trends in consumer demand for f u t u ~  
marketing purposes. 

Owing to these factors it seems difficult, now, to foretell the degree of, how an 
when a self-sufficiency in rice can be attained. On the other hand operating a vertical1 
integrated marketing system can be a better alternative. It will be more purposefu 
market-oriented and may operate at convenient costs to the Government, the businer 
firms and the consumers. 

8-3. Suggestions for Further Studies 

Based on the study we have just reported, the following problem formulations arl 
only a few examples of functional dimensions of the concept of intervention. It i 
hoped that they will stimulate the interests of research-oriented investigators who arc 
likely to pursue similar projects in the near future. 

I .  An important aspect of the current "no market" problem is that the milling firm 
cannot produce the type of rice that can easily be adopted by both distributors and th 
consumers. Areas that require further investigations can be associated withproduc 
development as follows: What are the causes of "stickiness" in certain varieties of rice 
What processes can be adopted by the milling firms to reduce or eliminate inedibl~ 
objects In them rice? 

2. The study indicated that consumers' reluctance to adopt rice from these millin] 
firms is due partly to the presence of a high percentage of brokens. The problem can bc 
stated In t h ~ s  way: Why d o  the milling firms turn out a high percentage of broken' 
when their milling capacit~es have been under-utilized? Why have they not sought 2 

way for improving upon the content of brokens in a given grade? 
3. Increased rice or cereal consumption is a typical characteristic of urbanization 

In Ghana urban growth is highest in the south where a large proportion of importec 
rlce 1s also consumed. One of the marketing problems is to find out how thesc 
consumers can be influenced to buy more local rice in order to minimize rice imports' 

4. Given the increased dependence of intervention on inputs which have beer 
obtained from overseas and the present conditions in the markets that have been the 
suppliers. in what ways can such imports be reduced? 

5. We observed that the present channel arrangement is not consistent with the 
types of roles that the milling firms were destined to play. The key question is, should 
the present channel be used at  all and what improvement can be introduced to reduce 
its suscept~bility to changes in the Government and other political situations? 

6. As a residual formulation of suggested problems further investigations can be to 
determine the needs of the rice industry in 

(a) such storage facilities which can be accessible to private businessmen as well as 
Government-contracted operators in the farming areas. 

(b) motorized roads connecting production areas with consumption areas 
(C) research facilities and personnel a t  all levels to provide a forum for generating 

and communicating information that may be relevant for problem-solving activities 
(d) reducing losses that may be caused through untimely harvesting, inadequate 



loglst~c facilities, infestation of all kinds, etc. 
(e) standard~zation of quality attributes and 
(f) more effectlve policles wh~ch might enhance the roles of both the Government 

and the private businessmen as developmental entrepreneurs in the Ghanaian 
economy. 





Appendix A. l. 

Statistics of local and imported rice, value of imported rice in relation to balance of 
payments on current account during 1957-1973. 

Rlce Requirements 
Balance 

Years Total Local Imported of Col. 6 
payments 

1000 1000 % 1000 % Value ln on current Col. 7 
L.T L.T L.T 1000 ced~s account ~n 

c. rnlll. % 

Sources FAO Product~on Yearbook 1972, Vol. 25. Table 25. 
FAO Trade Yearbook, Vol. 26, Table 37, 1972. 
UN Yearbook on Natlonal Account Starrsrzcs, 197 1. 
U N  Sratlstrtal Yearbok, 1972 Tables 40 and 146. 
1 Barclars International Revlew, April 1972, p. 16: Deficlts refer to vls~ble trade alone. 
2 Central Bureau of Statistics: Personal communication. 



Appendix A.2. 
Per Capita Consumption of rice for 1958-1973. 

Years Population Per Caplta Consumption (in Ibs) 

1000 Local Imported Total 

Sources Uhr Demographzc Yearbook 1972 (Rome) 
1 Central Bureau of Stat~st~cs-private comrnunlcatlon. 
2 Our est~mates. 



Appendix A.3. 

Local rice: Annual Average Marketing costs and Margins for Traders of Indigenous 
Dlstribut~on Systems. 

Cost Items, marglns 
and  prlce levels 

I. Paddy prlce per 150 Ibs' 
2 Transport from farms 
3 Parboll~ng costsZ 

4 Mllllng costs3 

Total processing costs 

5 Transport to prlmary market 
6 Market fees? 
7 Processor's margln 

1st Trader's Purchase price 

8 1st Trader's costs 
9. 1st Trader's margln 

2nd. Trader's purchase price 

10 2nd. Trader's costs 
I I 2nd. Trader's margln 

3rd Trader's p~trchase przce 10 24 Y 70 11.60 15 14 

12 3rd Trader's costs 0.26 0 30 0.40 0 60 
13 3rd. Trader's margln 1.30 l 40 1.20 1 30 

Retailer's purchase price 11.80 11 40 13.20 1704 

14 Retaller's costs 
15. Retaller's margln 

Retailer's selling price 13.75 13 40 15.30 19.44 

Sources. lnterv~ew data, Weekly Market Bulletrn, Economics and Marketing Department of the 
Mln~stry of Agriculture (data for 1969 and 1973 are averages for 30 and 45 weeks per each year) 
I at  a rate of 66 per cent of mllled equivalent 
2 Include cap~ta l  costs such as bags, pots. bowls and other utenslls and var~able costs such as 

f~rewood. water and h ~ r e d  labour. 
' techn~cally, such costs cover hulling only 
assumes that the processor stored rlce a t  h ~ s  res~dence 



Appendix A.4. 
Imported Rice: Annual Average Marketing Costs and Margins for Traders in 
Expatriate Marketing Systems. 

Cedis per 100-lb-bag of rlce 

Cost Items, margins 
and prlce levels 

I .  Pr1ce3 
2. Insurance 
3 Fre~ght 
4 Import duty 
5. Port handling costs 
6 Bank charges 

Tolal lmporrer's cost9 

7. Importer's margln 
8. Wholesaler's Purchase Price 
9 Wholesaler's storage costs 

10 Wholesaler's margln 
11. Rerailer's Purchase Price 
12 Retaller's operat~onal costs 
13. Sales tax 
14 Retaller's margln 

Rerailer's Selling Prrce 

S o ~ o i e s  Inrerviett. data from ( I )  United Afrlca Company and (2) Ghana Natlonal Tradlng 
Corporation. Ghana Sector Studies: Gram Market~ng, Transport and Storage. Accra. 
Minlstry of Flnance and Economic Planning, 1970, page 39. 

' FOB price of US rlce No. 5 
assumes that the importer d ~ d  not Incur any storage costs. and that storage is a wholesale 
funct~on 

N.B. other Important source of data on frelght costs IS Sherman, W.R., A Study of Production 
Cosrs for  Rice and Maize. Research Memorandum No. 13. Accra: USAID Mission to Ghana, 
1969. page 7. 



Appendix A.5. 
Acreage sown under paddy, yield, losses and marketable surplus for Northern and 
Upper Regions for 1962/153, 1966/67 and 1969/70-1973/74. 

Acreage planted Paddy yield (bags) Total Harvest Own Marketable 
Years paddy losses consumpt~on surpluses 

Upper Northern Upper Northern (bags) (bags) 25%' (bags) 5%' (bags) 

Sources. Econom~cs and S ta t~s t~cs  Dlvis~on, M~nlstry of Agrlculture, (Personal communica- 
t~on);  Documents from R ~ c e  Mtlls Unit. Tamale; FAO Productcon Yearbook, 1973. 
1 Est~mates, from the M~nistry of Agrlculture. 
2 Average y~eld per acre was about 3.5 bags. 
'one-third of these lands was sown under varlety C4.63, wh~ch y~elded an average of about 5 

bags per acre. 
4 One-half of these lands was sown under varlety C4.63. 
5 12.000 and 22,000 acres were sown under varlety C4.63. 
h Planned object~ves. 



Appendix A.6. 

Table A.6. l. Paddy Price for 1970/71-1972/73 

Years Price (ced~s) Quantity (bags) 

1970/71 8.00 
197 1 i 72. 
November 197 1-Mid-February 1972 8.00 
Mid-February-October 1972 9.00 
19721 73 10.00 

Table A.6.2. Milled Products of Rice Mills Unit 

Mllled rlce Welght 
Products ~n of Per 1970171 1971172 1972173 

paddy welght bag (Ibs) (bags) (bags) (bags) 

RICE 
Grade 1 28.5 100 23,2 13 26,209 14,839 
Grade I1 11 5 100 14,993 1 1,078 20,455 
Grade I11 18.5 100 12,122 16,277 3 
Grade 1V 1.2 240 899 72 1 609 

Bran 6 0 120 4,312 4,870 4,074 

Table A.6.3. Selling Prices for Milled Products 

Products We~ght /  bag 1970171 397 1 / 72 1972173 
lbs (cedis) (ced~s) (cedls) 

Grade I 100 11.00 13.00 17.00 
16.50 
14.50 

Grade 11 100 8.00 10.00 12.50 
Grade 111 100 5.00 8.00 1 1.50 

5.00 
Grade 1V 240 - 10 00 10.00 

Bran 

Source Ampah J B.. op.c~t. Appendlx 1V 



Appendix A.7. 
Excerpts from the Planned Operations of f i e  Rice Mills Unit for November 1973 - 
October 1974. 

I Paddy Purchase. 
Total quantlty (bags) 220,380 
Pr~ce  per bag (ced~s) 12 
Total value (ced~s) 2,644,580 

2. Flnanc~al Needs 
Loan (ced~s) 2,200,000 
Investment cap~tal  (ced~s) 160,900 

3 Storage F a c ~ l ~ t ~ e s .  
Total capacltles (bags) 235,000 

4 Mlll~ng A c t ~ v ~ t ~ e s  
Total capacltles of 
3 + 1 mllls/20 bags/hr 
for three shlfts (bags) 1,920 
Mlll~ng days 260 

5. Mllllng Output and value. 

M~lled 
Products 

Quant~ty Pr~ce /  bag Total Value Prof~t  at 
(bags) (cedis) (ced~s) 10% (ced~s) 

Grade 1 
Grade I1 
Grade 1V 
Bran 

Total 

Source. Ampah. J. B , op c ~ t .  Append~x VII. 



Appendix B. l .  

Economlc Uses of Rice and Its by-products 

B. 1. I .  Overview 

Rice is produced almost entirely for human consumption. However, the amount of rice that can 
be sold at the processing stage w~l l  depend on the mllllng out-turn of whole heads. Based on data 
from the R ~ c e  M~lls  Unlt the average milllng out-turn from a bag of 180 Ibs paddy consists of 

Whole heads 45 Ibs 25 per cent 
Brokens of all sizes 43 Ibs 24 per cent 
Chips 18 Ibs 10 per cent 
Bran 30 Ibs 16 per cent 
Husks 30 lbs 16 per cent 
Extraneous objects 14 Ibs 8 per cent 

These f~gures var~ed In relat~on to the varlety, age, moisture content and the degree of m~lling. 
Variat~ons ex~sted among the mllllng firms operating under the R ~ c e  Mills Un~t .  Depending on 
the type of quallty and grade we w ~ s h  to produce (CF. Appendix B.2.) brokens can be mixed In 
varying proportions w ~ t h  the whole heads. We can assume that only 49 per cent of the milling 
out-turn can be good for human consumptton. The remalnlng 51 percent constitute by-products 
whlch can be sold to other lndustr~es l ~ k e  poultry and animal farmlng. 

The cost of ~roduclng  and drstrlbut~ng rlce can be reduced cons~deiably, ~f some uses could be 
found for the by-products bran. c h ~ p s  and husks (and the straw). It has become a common sight 
on the dumping grounds of Tamale R ~ c e  Mllls, for example, local women winnowing the 
dumped husks which pass as "waste" for unmllled paddy In a d d ~ t ~ o n  to the uses the local women 
make of the "waste" we can draw on the stock of knowledge and exper!ences in the economlc uses 
of rlce and its by-products outside Ghana 

The alm of thls appendix 1s to prov~de some sketchy lnformat~on gleaned from the l~terature 
on rice. It is hoped that the informat~on may offer opportunltles for expanding and dlversifylng 
the markets for rice and ~ t s  by-products in Ghana. 

B-2. Sorne of the Products that can be derrved from Rice 

Rice is used as a base for manufacturlng lndustr~al starch and breakfast products. It can also be 
used for savouring. aeasonlng or for dresslng other food items. Some of these products and then 
uses are discussed below 

B-2. I .  Industrial Starch and its Uses 

Industrial starch can be manufactured from rlce of low proteln content Low-prote~n rice hasan 
unpleasant taste and a low storage I~fe. It has l~ttle nutrit~onal value. Beside low-prote~n nce, 
~ndustrial starch can be manufactured from brokens. chips and sometlmes from bran. As much 
a5 85 kg of starch can be obta~ned from every 100 kg of rice 

Starch obtained from rlce can be used 
(a) as a finishing agent in the text~le ~ndus t r~es  
(h) for starching clothings In laundr~es 
(c) a5 a base for manufactur~ng cosmetic powders 
(d) for manufacturing alcoholic beverages such as sake In Japan, arrack In Chlna and the 

Philippines. wlne in China and Japan. 
(e) a5 good substitute for malt in beer brewing In New Orleans, USA 
(f) for producing slops for feedlng cattle or p ~ g s  
(g) as an lngred~ent w ~ t h  wheat or malze flour to manufacture bread. 
The by-products from the product~on of alcohol~c beverages contain yeast and other nutr~ents 

whlch can be used In baking and In feedlng stuffs for animals Another by-product in the 
manufacture of r ~ c e  starch IS a 11qu1d whlch contalns about 14 per cent of water, 1 per cent of "raw 
proteins". I per cent of ashes and another 1 per cent of "raw f~bre".~Ol When t h ~ s  11qu1d IS 



neutralized with sulphur~c a c ~ d ,  the protelns are released in the form of wet glutinous prec~pitate 
wh~ch is d~fficult to dry From t h ~ s  precip~tate "r~ce glutin meal" or  "s1ops"can be manufactured 
for feeding cattle and pigs, wh~le the remalnlng water can be used to fertll~ze the paddy fields or  
nurseries 

B-2.2. Breakfast Products 

Bes~de industrial starch breakfast products can be manufactured from rice The most marketed 
products are 

( 1 )  Puffed rlce It IS manufactured in the following manner: Hulled r ~ c e  1s soaked ln a solut~on 
containing sugar, dyer and other nutrients. It 1s then steamed under pressure of 12-16 
atmospheres so that the kernels expand and Increase in volume. 

(2) R ~ t e  Flakes They are manufactured In the same way as flaked oats. 

B-3. Milling By-products and their Uses 

Two by-products wh~ch have commerc~al value are husks and bran. Chips are normally m~xed 
w ~ t h  rice bran In cases where chlps are separated from nce bran, as  at  the Mencilo R ~ c e  MIII, 
Tamale, they are sold as fodder for poultry and anlmal farms. 

B-3.1. Uses of Rice Bran 

Bran and c h ~ p s  together form about 13 per cent of the milling out-turn. Bran contalns 14-17 per 
cent,far of wh~ch up to 9 per cent IS wax which IS very similar to carnauba wax, and which, has 
very w ~ d e  industrial and economlc uses. Bran also contalns as much as 12 per cent proteins, 
about 50 per cent soluble carbohydrates and about 7 per cent fibre. Bran IS valuable only after it 
has been subjected to further processing. 

By hydrogenat~on rlce 011 can be extracted from bran. It is then refined to free the fatty 
substances whlch may be used for maklng soap. Refined bran-011 has good cooklng qua l~ t~es .  
However, ~t may find a h~gher value as a carrler for ~nsectic~des, antl-corrosion and rustresistent 
011s; as  bases In cosmetics and pharmaceuticals, etc. 

When bran has been refined for other substances the residue, mainly protenaceous 
carbohydrate, can be added to feed-grade molasses to make m~xed feed formulations. 

B-3.2. Uses of Husks 

Husks have no food value for human beings but they have properties wh~ch have a large range of 
economlc uses One of the properties 1s that husks have a heat value of between 5,000 and 6,000 
B t.u per pound. Husks can therefore prov~de suffic~ent energy to run the rlce mill itself. By the 
same property husks can be used to  manufacture explos~ves. 

Husks can be used 
(a)  when charred. as a subst~tute for bone black In refining sugar at the Asutuare or Komenda 

Sugar Factor~es. 
(b)  as pack~ng mater~al for delicate and fraglle chlnaware, eggs, etc. 
(c) as filling stuff for refrigerators and other dev~ces as it is a poor conductor of heat. 
(d)  for fabricat~ng concrete br~quettes (of about 40 Ib/ft3). The br~quettes are s a ~ d  to be water- 

proof. durable and capable of carrylng heavy loads. A whole block of flats has beenconstructed 
from such brlcks In Great Br~taln. Other fabricated bu~ldlng materials are insulating bricks for 
furnaces. 

(e) for manufactur~ng pressed lnsulatlng boards, paper and hard boards 
(0 as stable I~tter. as soil condaioner, as  fertilizer andlor supporting medlum for growlng 

vegetables hydropon~cally 
(g) In the glass Industry because ~t contains h ~ g h  quantit~es of silica. The same property 

Increases ~ t s  value as feedlng stuff for animals 
(h)  to produce alcohol which has as good qualit~es as wood alcohol by the method of cellulose 

sacchar~f~cation 
(I)  for manufacturlng furfural (by addlng sulphuric a c ~ d  to husk ash and distillrng the mixture 

under steam pressure). whlch can be used for a number of purposes: suchas synthet~c resinsand 



solvents absorbent detergents, weed killers, wood preservers and as a chem~cal constituent of 
nylon 

0) as abras~ves whlch are used In ~ndus t r~a l  blast cleanlng and pohsh~ngs 

B-4. Uses of Rice Straw 

R ~ c e  straw 1s a by-product of the farm. It has a number of valuable uses of whlch the follow~ng 
are worth mentlonlng The straws of paddy 

( I )  has been successfully used for manufactur~ng straw and bulldlng boards In Korea 
(2) has been used for b r a ~ d ~ n g  In Japan 
(3) has been used for mulch~ng p~neapple In Talwan 
(4) has been used for cult~vatlng mushrooms In C h ~ n a ,  Japan and the Philippines. The 

Volvarla esculents mushroom IS grown on rlce straw wh~ch has been chopped and moistened 
w ~ t h  water In whlch rlce has been boded (Mushroom cul t~va t~on  may be carr~ed out near 
parboll~ng plants or m~lls In Ghana ) 

(5) Some substances have been added to burnt straw to produce lye for wash~ng ham and/or 
used as abort~fac~ent  

(6) By mlxlng sod. straw ash and emulslf~ed asphalt soll-ash brlcks, whlch readlly absorb 
atomlc r a d ~ a t ~ o n ,  can be obta~ned. 

(7) Straw ash can be used as top dress~ng 15 days before transplant~ng seedl~ngs. Such 
appl~ca t~on  promotes faster root growth. It has been used w ~ t h  much success In Japan. 

In 1972, Abudu Suman~. a technlclan of Mencllo R ~ c e  Mllls. successfully carr~ed out a s~milar 
experiment near the m ~ l l  

(8) Straw can be ensllaged for cattle feedstuffs Fresh straw has poor nutrlent content. It 
must therefore be added to cassava. sugar molasses and other fooder concentrates to feed m~lch 
cows and bullocks 

(9) Straw of glut~nous paddy 1s t h ~ n  and pl~able It can be used for weavlng baskets and for 
mak~ng mats. hats and ropes 

Appendix B.2. 

Suggested Qualify Standards and Grades for Rice Moving in the Marketing Systems 

B. I .  Introduction 

About 5.000 varletles of paddy are known In Ghana today. Varletal differences make ~t 
~mposs~ble to cover the entlre range of commerc~ahzed var~ety found In Ghana~an markets. It has 
been d~fflcult. In some cases. to determ~ne the qual~ty of the varletles wh~ch have gained 
commercial acceptab~l~tv. 

The alm of thls append~x IS to suggest a model by wh~ch marketable rlce could be graded and 
standard~zed In relat~on to certaln qual~ty l~mltlng factors, gradlng procedures and t h e ~ r  
lmplementat~on 

B.2. Qualitv- Limitmg Factors 

The follow~ng factors are cons~dered 
(I) The percentage of contrastlng classes where, the slre, length or shape of the kernel differs 

dlstlnct~vely from the dom~nant class of the whole sample or on the bas~s  of a part not less than 
50 gm of the or~glnal sample. 

(11) Percentage of ~ n e d ~ b l e  objects These objects can be small s h ~ n y  stones whlch may pass for 
a kernel. husk remains. stlcks leaves. weed seeds, damaged kernels. etc. T h ~ s  per centage should 
be taken In relat~on to a sample of 100 gm. 

(III) Contaminated rlce through Insect ~nfestat~on-11ve or dead. Insect webblng, debr~s  or 
refuse 



- by rats, mice, termites. weevlls, etc 202 

- - h!, fungous growth on the surfaces of kernels 
(1x1) Percentage of ungelatln~zed kernels of parboiled rlce In the sample 
(v) Odours. musty. sour or  commerc~ally objectlonable odours or colours on the b a s ~ s  of the 

sample 
( \ I )  The colo~lr of kernels In the sample should be 

- w h ~ t e  
-- creamy 1 for glazed. pollshed, olled or  coated kernels of raw m~lled rlce. 
- sl~ghtly grey 
and 

11ght brown for parbolled rlce 
( ~ I I )  The degree of m ~ l l ~ n g  can be categor~zed as 

under-mllled where the husks and part of the outer bran layers have been 
removed 

- - medlum-mllled an improvement over under-mllled rlce. plus the removal of 
part of Inner bran layer 

well-milled removal of husks and bran layers from the kernel. 
(VI I I )  The age of I-lce. This 1s normally associated w ~ t h  the degree of matur~ty.  It may also refer 

to the length of trme the rlce has been In storage 
( I X)  General appearance of the grams Thls factor summarizes physlcal a t t r~butes  which may 

be acqu~red durlng mlnor mllhng or  processing, transporting or  storage, so as to  determlne 
marketablllty or  whether the grams should be reprocessed 

( X)  Percentage of proteln content In sampled grams 202 Such data can be obtalned from the 
farms or  buylng agents This factor IS needed to determlne the premllllng processes paddy should 
undergo For example, should ~t be parbolled, under- or  med~um- mllled or  should ~t be fort~fied 
w ~ t h  the needed percentage of protelns and other nutrients 

( X I)  The molsture content T h ~ s  factor IS needed to  determine both mllllng and storage quality 
of paddy and rlce 

rhe sources of these q u a h t y - l ~ m ~ t ~ n g  factors are two-fold 
(a) A factor may be rtzfrrnsrc and so may refer to var~etal characterist~cs such as slze, shape, 

we~ght  and proteln content 
(b)  A factor may also be acyurredat the farm level, durlng processlngand or  storage of paddy 

and rrce Packaging IS an Important acqulred character~st~cs. because contrasting classes of rlce 
are sorted out and packed Into un~form classes, so that each class can be dlstlngurshed from 
others 

Some of these factors can be traced to  three stages of the d ~ s t r ~ b u t ~ o n  channel, as below 

Stage m the channel Assocrated qualrtj-hrnitrng factors 

Farm 

Storage 

I Paddy of contrastlng varletles 
11 Paddy of different classes 

111 Percentage of lnedlble objects 
lv Percentage of molsture content (can be determined by 

the degree of maturlty or rlpeness at  tlme of harvest or  
thresh~ng) 

I Commerc~ally objectlonable odours 
11 Degree of rnllllng 

111 Percentage of contrastlng classes 
IV Mo~sture content of grams 
v Mllllng skills of personnels 

I Percentage of molsture content of kernels 
11 General appearance of grams 

111 Degree of contamlnatlon by 
- Insect lnfestatlon, e g. weevlls 
- fungous growth, e g. moulds 
- dlscolorat~on and odours 

iv Age of stored rlce 



B.3. General Procedures for Quality Grades 

In order to simplify thegradingsystem, the model to be suggested will be based on the differences 
between intrlnslc and acquired characteristics. The quality of rice should be determined by the 
following procedures 

I .  Classes of commercially accepted rlce should be sorted into 
I Extra long-grained 
11. Long-grained 

111 Medium-grained and 
IV. Short-grained. 

These classes may be qualified by the adjective, "parboiled", or "glut~nous", whenever it 1s 
applicable. Without e~ ther  of these two adjectives, rlce will be regarded as "non-glutinous" and 
"raw-milled". 

2 Sampling should be carried out as follows. a 100 grammes each of 4 samples should be 
taken from 4 different levels or parts of each bag. Samples should be taken with grain probes or 
with such means that may be approved by the Extension Officers or thequality control officer at 
the mills and purchas~ngstat~ons. Samples which have been purchased from commercial sources 
have to be examined for such quality-l~m~ting factors as those used for the four grades in Tables 
8.2 a. through B 2 d. 

3 Grading Certificates. Gradlng cert~ficates should be issued on rice wh~ch has satisfied the 
quality demands of each grade Gradlng cert~ficates should reflect the following: 

(a) Grudes of which four have been considered In t h ~ s  model 
(b) Grade deslgnutlons. Grade designations are inscribed In a c~rcle giving the abbrev~ation of 

the word "grade". CR. and the number of the particular grade, e.g., I (See Table B.2.a.) Grade 
deslgnat~ons should be shown on  the bags or any approved packages in which rlce 1s sold. 

( C )  Spe(lfriat~ons should indicate the following w h ~ c h  should also be written on bags and 
other approved packages. 

( I )  Variety (opt~onal) 
(11) Class. e.g. long-. medium- or short-gram 
(111) Welght. e.g 100 Ibs. 10 Ibs. 5 Ibs. I lb. 
(IV) Registered trade mark, if any, of the firms produc~ngit Sucha trade mark can be a brand 

name 
( V )  Purpose, e.g. for breakfast dishes (porridge), for dumplings (tuo, kenkey), for meals (plaln 

rice. lollof rice). 
( \ I )  Cooking suggestions can show 

I the ratio of uncooked to cooked rice, e.g 114 lb y~elds 12 or 13 portions or servings of 
cooked rice 

2. quantity of rlce and water needed for a given number of portlons or servings. 

3 cooking methods for both sticky and non-st~ckq rlce Cook:ng time may also be 
indicated. Cooking methods can be effectively explained both In words and by 
illustration 

( V I I )  Optional One or two recipes can be written on retail packages. 



Table B.2.a. Schedule for Grade I 

Qual~ty Factors Tolerant Ltm~ts In percentage 

Long Medium Short 

A Processrng 
R ~ c e  of s~ngle var~etyl 
Whole heads 
Three-quarter brokens 
Chalky kernels 
Degree of mllllng2 

B Storage 
Mo~sture content 
General appearance2 

C Gratie mark 

Notes: 1 It IS assumed that each varlety will be cultivated and harvested separately to  maintain 
~ t s  purlty. By the same token each varlety should be milled separately. 

2. The degree of rn~lllng should be determined by both the nu t r~ t~onal  values of each variety (to be 
obta~ned from Seed Breeders of the Research S ta t~ons  at Kpong and Kpeve) and technical 
possib~litles Therefore, the general appearance (or whiteness of grains) should be related to the 
degree of m~lllng and by the colour of the dom~nant  variety over "chalky" grains. Whiteness and 
chalk~ness do not mean the same t h ~ n g  In t h ~ s  respect (see point vi of Section B.2.2. 

Table B.2.b. Schedule for Grade I1 

Quality Factors Tolerant l lm~ts in percentage 

Long Medium Short 

A. Proc essmg 
R ~ c e  of s~ngle variety' 
Whole heads 
Three-quarter brokens 
Chalky grams 
Degree of mlll1ng2 

B. S~orage 
Mo~sture content 
General appearance2 

C. Grade mark 

Noles: I and 2. See notes In Table B.2.a. 



Table B.2.c. Schedule for Grade III  

Qual~ty factors Tolerant llmlts in per cent 
- 

Long Med~um Short 

A Proresszng 
Rlce of single variety' 
Whole heads 
Three-quarter brokens 
Half brokens 
Chalky gralns 
Degree of m~llrng* 

B Storage 
Moisture content 
General appearance2 

C Grade mark 

Notes. I and 2 see notes in Table B 2.a. 

Table B.2.d. Schedule for Grade IV 

Qual~ty factors Tolerant llrn~ts In per cent 

Long Medium Short 

A. Processing 
Rlce of slngle var~etyl 
Whole heads 
Three-quarter brokens 
Half brokens 
Chalky grains 
Degree of rnllllng2 

B Storage 
Molsture content of gralns 
General appearance' 
Degree of contamlnatlon. 

I Discolourat~on 
11. fungous growth3 

111. Insect 1nfestat1on3 

C. Grade mark 

Notes 1 and 2 see notes in Table B.2.a. 
3 only traces (otherwise h~gher degree of contarninat~on by these factors should render the grade 
unfit for human consumption) 



Appendix B.3. 

Analvs~s of  Evidence from Studies and Proceedings of 1970 Conference on Rice 
Production 

There are few studles wrltten on rlce marketing In Ghana Two conferences have been held In 
1968 and in 1970 to dlscuss some of the problems and to recommend steps for an effectlve 
intervention pollcy on rlce. Mater~als on 1968 Conference was not available at the time of 
wrlting In this chapter some of those studies and art~cles from the Proceedlngs of 1970 
Conference on rlce product~on"'~ will be analyzed 

Three objectives have been cons~dered The analysis is Intended to glve a better perspective of 
the course of events and the types of suggested recommendat~ons Secondly, the analysis may be 
used as supportive ev~dence to Chapter 4. Thlrdly, ~t may serve as a bass  for choosing concepts 
and suggestions for further dlscuss~ons in Chapters 5 and 6 

This analys~s w~l l  be presented as follows Ageneral descr~pt~on of selected studles and artlcles 
1s pursued In Sect~on B 3 2 Section B 3 3 1s devoted to summaries of baslc Ideas from these 
documents. In Sect~on R 3 4 some remarks on these ideas are given 

B.3.2. Description of Selected Documents 

To beg~n with, most of the relevant documents have been cited In t h e ~ r  appropriate connections 
in the report Here we shall dlscuss three of the stud~es made by expatr~ates and four artlcles from 
the Proceedlngs of 1970 Conference on rlce production 

For the sake of chronology. we can mentlon Coombes's study, whlch was wrltten In 1952, on 
the Esiama R ~ c e  M111 This study analyres englneerlng problems and some economic aspects of 
the M~ll's operations The part whlch 1s relevant to thls research has been discussed in Sect~on 3-2 
of this report 

Reusse's stud~es on Ghana's Food Industries (1968) contains thirteen pages on the economtcs 
of rlce production He describes Government lnterventlon measures at the farm and milling 
stages of the dlstrlbut~on channel HIS analysis of 1966/67 operations of Tamale Rlce Mill 
exempl~fies intervention at the milling stage of the d~stributlon channel 

In h ~ s  study Reusse attempts to draw a comparison between the Tamale Rlce M111 and the 
Tradlt~onal Processors In terms of operational costs, the use of cap~tal  facl l~t~es and the qual~ty of 
rice HIS analysis shows that the Mlll's actlvitles are seriously undermined by the poor quality of 
the processed rice, competltlon from tradrt~onal processors and firms which import and market 
Imported rice In Ghana If the Mill IS to realize its aims certain pollcy changes will be requlred In 
the near future 

For future policy considerations. Reusse suggests that the Mill should be run w ~ t h  the "best 
managerial and technical staff ava~lable" He concedes that thls will requlre (a) experienced 
purchasing and storage policy. (b) Imaglnatlve sales policy and (c) CO-ord~nation by able 
authoritative management.'04 

In 1968, Wllliam R Sherman. an Agr~cultural Economist of the US AID M ~ s s ~ o n  to Ghana, 
wrote a memorandum on Ghanaian rlce market~ng systems 'OS T h ~ s  memorandum IS a 
comprehensive analys~s of rlce marketing processes. alternat~ve d~s t r~but ion  channels, 
constraints which tended to i n h ~ b ~ t  and, or could be eliminated to increase efflc~ency of 
d ~ s t r ~ b u t ~ o n  channels 

In order of Importance. he describes three dlstrlbutlon channels as belng wholesale- 
middleman. CO-operat~ve and Government controlled market~ng systems He does not dlscuss 
the organ~zational structures of any of these channels He maintains that. although the 
marketing system depends greatly on the wholesale-middleman system, the CO-operative 
marketing societies c0uld2~" 

create Cspr~t de corps whlch 1s a precond~tion for a long-range consistent program of group 
action 

Sherman considers d~rect  Government interventton only as an alternat~ve to CO-operat~ve 
marketing socletles In h ~ s  oplnlon. Government intervention should be llm~ted to providingfew 



scrvlces such as storage and transport faclllt~es, mechanical dryers and concrete platforms fo 
drying purposes The reason, he clams, 1s that ~t is more difficult to stab~llze prlces on wholesale 
andior retall markets than to do so at the farmer-m~ller segment of the dlstribut~on channel 

Based on product~on cost data collected by the Mln~stry of Agrlculture Sherman Investigate! 
the effects of guaranteed mln~mum prlce on farmers' output.20' The study shows that unwelghtec 
average product~on cost per bag of paddy was about 19 ced~s  15 pesewas for the 50 farmer! 
~ntervlewed The average cost per bag of 180 Ibs of paddy was 3 ced~s  64 pesewas. He conclude! 
that the 1969 guaranteed mlnlmum prlce of 7 cedls 50pesewas per bag of paddy was suffic~ent tc 
step up product~on But farm output appeared to have been constrained by some of the factors 
we have discussed in Sect~on 3-7 

'I'he Proceedings of the 1970 conference on rlce productlon was complled under the 
chalrmanahip of J A Agyare He was then the Rlce Research CO-ord~nator of the Mlnistry of 
Agrlculture The Proceedings can be regarded as an attempt to assemble works of the varlous 
~ n s t ~ t u t ~ o n s  connected w ~ t h  the rlce programme The artlcles in this document can be grouped 
under two subject-matter. product~on and marketlng. We shall dlscuss some of them In the next 
>ectlon 

B.3.3. Excerpts from the 1970 Proceedings - a summary 

In thls sectlon we shall summarize the papers presented by F. N. Ghartey, S. 0 Larka~,  C. T. 
Nelson and by A. W. Mark-Hansen. 

Ghartey's paper20"dlscusses "two of the c o n d ~ t ~ o n s  that should be provided to Increase rlce 
productlon. The flrst c o n d ~ t ~ o n  lnvolves 

. . the compl~cated process of groalng rlce In the field, research, market~ng, processlng, storage, 
prlce and Import and export policy 20' 

The second c o n d ~ t ~ o n  refers to the need for a natlonal pollcy whlch will accord special status to 
the industry In relation to other crops.Z10 

A relatively large portlon of the paper 1s dedicated to the "compl~cated process of growlng 
paddy In the fields" There IS a d~scuss~on of two pre-market tests of consumers' acceptance of 
variety C4.63 These tests show that consumer preference could be an Important factor In rice 
product~on and rice pollcy He concludes that as rlce 1s eaten almost 

w~thout  any mod~flcat~on,  the slze, look and taste of the grain should be good and free 
from weed seeds and stones2" 

Ghartey suggests a product~on programme whlch alms at  encouraging farmers to plant and 
tert1l17e Increased acreage sown under varlety C4.63. openlng new lands for Improved varlety 
and the development of new seeds. He suggestsalso, that, the prlvate sector can beencouraged to 
part~clpate in rlce productlon. because the growlng demands of the Industry may exceed 
Government a b ~ l ~ t y  and resources. 

Nelson's paper seems to rely on the follow~ng three statements 2 1 2  Flrst, rlce output can be 
Increased In two ways. namely, by Increased product~on and by reduclng losses resulting from 
~mproper handl~ng and storage.'I3 

Secondly. the deslred Increase In rlce supplles will depend on balanced expansion of such 
dnc~llary operations as processlng. mllllng and storage.n4 

On these two statements. he argues that lt 1s not suff~c~ent  to emphasize productlon alone. As 
such steps should be taken to reduce the quantlty of broken kernels durlng m ~ l l ~ n g  to  reduce the 
percentage of storage losses. 

Thirdly. the amount of the crop available for consumption and its qual~ty largely depends on 
the eff~c~ency of the pre-processing mtlllng and storage.X5 

On t h ~ s  polnt. Nelson analyzes the relat~onshlp between mllllng and nutrltlve values of nce. In 
prlnc~ple. paddy IS mllled to obtain an attractive appearance that may be commensurate with 
cook~ng qualttles and storage l~fe  In order to retaln much of the natural nutrients, paddy can be 
m~lled In such a way that h ~ g h  recovery rates of whcle kernels can be obtained. 

Mark-Hansen argues that In open markets paddy prlces will depend on the "normalcrlter~a of 
supply and demand" Local rlce marketlng. he says. has been practtcally monopol~zed by private 
entrepreneurs. And that through a system of loans. farmers were sometimes obliged to sell their 
paddy on unfavourable terms w ~ t h  enhanced proflts to the m ~ d d l e m e n . ~ ~  

Among lnterventlon 0bjectl~eS. Mark-Hansen malntalns that Guaranteed Mlnimum Price 



Scheme was Introduced by the Government to "promote lnd~rectly a more efficient general 
marketlng He then discusses a few aspects of the experiences of Food Marketlng 
Corporat~on of whlch he was then the Managlng Director. In h ~ s  oplnlon, what Ghana needs is 
not so much the presence of m~lls  In the country as the organization to be trusted with their 
operation Three of h ~ s  suggestions are that 

(a) the Government-operated mllllng firms should be resuscitated so that their abil~ty to raw- 
m111 paddy w~thout  sacrlf~clng the quallty of the end product, reorgan~zatlon costs, operating 
capaclty and thelr role In the lntervent~on may be clearly determrned. 

(b) In order to implement prlce stabll~zat~on pollcy, a central~zed lnstltutlon v111 be needed. It 
should be accorded suffic~ent autonomy to follow realistic price polic~es 

(c) In all these processes prlvate firms or ~ n d ~ v ~ d u a l  entrepreneurs can be encouraged to 
acqulre mills for processing paddy. 

He does not seem to favour active Government partlclpatlon In such projects. HIS maln reason 
IS that there has been a tendency, In the past, for the Government 
. . to Infiltrate Into pol~cy maklng machinery so much CIVII Servlce redtape as to create 
confus~on and cause delays In taklng and lmplementlng dec~slons of Importance to the 
Industry 219  

On the questlon of delays, S K Ankomah, a Reg~onal Agricultural Officer of the Mlnlstry of 
Agr~culture, suggests that 

an approach (should) be made to the commerclal flrms whlch import rlce to contribute to afund 
wh~ch will be used by the Rlce Marketlng Comm~ttees In buylng paddy from farmers.*I9 

On the marketlng of rlce, Ankomah suggests that ~t should be sold back to the commercial 
He belleves that thls type of arrangement would ensure regular purchases of paddy. He 

also feels that ~t would enable those firms to recover thelr Invested cap~tal  and that rice lmports 
would be mln~mized as ~ e l l . 2 ~ ~  

S. 0 Larka~, a Representatwe of the Mlnlstry of Trade to the Conference, says that ~t has not 
been possible to reduce rlce Imports He malntalns that reduction of rlce imports would, In 
future, be related to the "measure of Increase In local product~on" 222 As a temporary measure an 
Import duty of about 56 ced~s  per ton has been inst~tuted. 

B-3.4. Remarks on Selected Documents 

The following remarks may be made on the documents revlewed In t h ~ s  append~x.  
I They emphas~ze the product~on aspect of intervent~on. Illustrat~ons can be drawn from 

Ghartey's cond~tlons for rlce product~on and Nelson's arguments for Increased output. 
2. Each of the authors deal w ~ t h  one or few aspects of the market for paddy farmers In 

part~cular. Thls can be exemplified by the stud~es and art~cles of Coombes, Sherman, Mark- 
Hansen and by Ankomah's suggestion. 

3. Some of the authors emphasize the Importance of consumer preference or taste and other 
nutrltlonal requirements as 

(a) an effect~ve parameter In the cho~ce of paddy varlety for cultivation In Ghartey's, Nelson's 
and Reusse's works 

(b) a determ~nant of the degree of m~lllng and storage life In Nelson's article, and as 
(C) a determlnant of sales, competltlon and prlce poltc~es In Reusse's, Sherman's, Mark- 

Hansen's and in Ghartey's works. 
4. Recommendatlons for CO-ord~nat~on are made by Reusse, Ghartey, Mark-Hansen and 

Sherman The need for CO-ord~nated actlon was also dlscussed at the 1968 conference. Co- 
ord~nated actlon IS d~scussed In terms of ~nst~tut lons d~rectly connected w ~ t h  paddy production 
and ~ t s  purchases by the m ~ l l ~ n g  firms operated by the Government. The results of 1970 
conference ~ n d ~ c a t e  that any set of CO-ord~nated actlons whlch ought to be taken In future w~l l  
have to be extended over other markets found In the d~s t r~but ion  channel. The fact 1s that paddy 
has to be milled before lt can be sold for whatever purpose ~t m~ght  bedes~gnated. Therefore the 
markets for paddy and rlce requlre CO-ord~nat~on Thus Mark-Hansen's demand for a centrally 
managed lnstltutlon to Implement price stabtllzatlon 1s a relevant factor to be considered in any 
CO-ordtnated action. 

In t h ~ s  append~x only a few of the diverse Ideas of the authors have been dlscussed. Some of 
them had cons~derable Influence on dec~slon makrng and ~ t s  ~rnplementat~on. It is therefore 



posvble that their Ideas and recommendat~ons could have contr~buted to a 'slackness' In the 
markets. and the lnabll~ty of the R ~ c e  Mills Unlt to sell its rlce. In relation to  other stud~es and 
l~terature on agr~cultural marketlng we notice that there 1s no unanim~ty among the authors 
regarding the number of actlvltles and their classifications For instance, In the concept of 
agricultural market~ng, La-Anyane has In mind such actlvltles as 

transportatlon, assembling of raw materials. processing. where necessary, storage, gradlng, 
standard~zation, packaglng, financing and adequate market ~ntell~gence 223 

T h ~ s  set of actlvltles compares favourable w ~ t h  the set we have just d~scussed However, La- 
Anyane remarks that 

many of these 
In Ghana '24 

activltles are not performed present-day marketlng ofagr~cultural products 

Appendix B.4. 

Business Activrties 

B-4.1. Overview. 

In the concept of marketlng ~t was stated that the Interest groups perform certaln business 
transactlons In the system These transactlons consist of actlvltles some of whlch may be 
performed exclus~vely by a glven lnstltution at a s p e c ~ f ~ c  stage of the d l s t r~but~on  channel. For 
example such activities as varlety select~on and breeding, t r~a ls  of selected varletles of paddy, 
thelr commerc~al cu l t~va t~on  and harvestlng are carr~ed out respect~vely at thecrop research and 
farming stages of the channel At the processing stage of the channel actlvltles hke cleanlng 
paddy of extraneous objects, parbolling, milling and bagglng may be performed. 

Bestde these spec~f~c  actlvlties there are others whlch may be carrled out by all the Interest 
groups In the system We shall lnd~cate the types of act~vit~es performed and relate them to some 
of the funct~ons they serve Each actlvity conslsts of several closely related tasks. We have 
grouped them under three funct~ons, namely, the funct~on of phys~cal supply, facll~tating 
functions and funct~ons connected w ~ t h  the transfer of ownersh~p 

B-4.2. Functions of Physrcal Supply 

Under thls funct~on we have chosen four d~fferent activities whlch are related to physlcal supply 
a )  Bulltrng ~ m p l ~ e s  collect~on of several quantltles of paddy Into economlc slzes at  the buylng 

statlons The purchasing off~cer buys them at theguaranteed minlmum prlce, pays cash forsmall 
puchases and issues cheques for large quantltles, they subm~t  weekly returns of purchases to the 
milhng frrms and to the lnformatlon centre w~thln the system Bulking may be performed by the 
lnstltutlons des~gnated for holding buffer stocks or lnventorles of both paddy and rice. 

b) Product Development includes parbolling, mllllng, fort~ficat~on of raw-mllled rlce to 
Improve ~ t s  nutrltlve values. appearance, and packaglng graded products Into standard unlts 
(100 lb. 50 lb. 10 lb. 5 Ib and 1 Ib) of sale. 

c) Trunsporturron accompl~shes changes in the spat~al  distribution of ownership of 
productive resources. paddy. rice and some ~nformat~on The cost of transporting products 
among the stages of the channel IS lncluded in the cost of d~stributlon As the dlstance between 
the m~lllng firms and consumers Increases, transportatlon will expand so that ~ t s  costs may 
account for a s~gnificant proportion of the total d~s t r ibu t~on  costs. 

d )  Srorage ~ncludes buffer st6ck and Inventory holdlngs of paddy and, 'or  rlce over varylng 
per~ods of tlme. Inventory holdlng is requ~red to mltlgate the effects of seasonal Influences on 
product~on. as protection agalnst unavo~dable delays In dellver~es of rlce to wholesale and retall 
shops. to meet regular demand and to permlt transportatlon In economical units Buffer stocks 
holding can be employed to ~mplement Government pollcy on stabllizat~on. 



I)  Srandurdrzutron and Gradrng Standard~zat~on lnd~cates the settlng up of baslc hm~ts ,  e.g of 
package slzes, the degree of milling and fortlficat~on, appearance, slzes of kernels and welghts, to 
which the products of farming and processing must conform. Grading ~nvolves sortlng paddy 
and/or  rlce according to the establ~shed standards as suggested In Append~x B 2 

11) Frnanc~ng entalls the provlslon and management of money and credlt faclllt~es by the 
Agricultural Development Banks to offset temporal delays and gaps between expences and 
rece~pta from purchased and/or  sold products Another aspect of financing can be related to 
rrsks ~nvolved In performing certaln actlvltles 

I Storage r~sks involve physlcal deterloratlon, discolorat~on and losses In stored paddy or 
rlce 

2 Other types of rlsks can be extenslon of credlts, changes In the supply and demand with a 
resulting lmpact on prices, hedglng, futures and forward purchases 

Flnanclal facll~tes and r~sks  can be effectively managed on the bas~s  of increased quahty and 
quantlty of marketing lnformatlon Other r~sks  may be shlfted to financial lnstltutlons such as 
Insurance companies Guarantees may be provided for a speclfic perlod when large purchases of 
rlce are lnvolved Pr~ce  stablhzation and the operation of guaranteed mlnlmum prlce are 
examples of r ~ s k  management techniques employed by the Government. 

111) Marker-makmg actlvltles Include four tasks 
a )  Negorratron of legally blnding sales contracts for a certaln perlod tlme 
b) Market research for facts and data and thelr careful lnterpretatlon In relation to the 

sltuatlon confronting the declsion maker or the firm Facts and data can be collected from trade 
papers, dally press, Government publlcat~ons, personal observat~ons, market srudzes, a firm's 
own records, busmess conventions, etc A cruc~al functlon of collect~ng facts is the skilful 
lnterpretatlon of the information available to the research department or the decislon maker. 

c) Crearron of demand through promotion actlvltles, by lnformlng potent~al buyers of the 
range of products. openlng new markets to be based on other uses of the mllled products (see 
Appendix B 1 ), flndlng buyers by employing salesmen to call, sollclt busmess, and to Induce 
well-established trading firms l ~ k e  the Ghana Nat~onal Tradlng Corporation to sell rlceirom the 
Rlce Mills Un~t  

d)  Consumer educatron on the nutrltlve values as well as by appeals to thelr patrlotlc 
sentiments 

B-4.4. Transfer of Ownership 

Thls funct~on cornprlses actual buvrng and sellrng whlch are made posslble by the foregoing 
actlvltles and functions Buylng and selling are complementary actlvitles However ~t is normal 
for sellers (and buyers) to establish carefully thought-out pollcles whlch tend to slmplify the 
maklng and execution of decis~ons about thew actlons Consequently p o l ~ c ~ e s  should be made to 
g u ~ d e  the system's manager and executives to secure uniform actions under substantially slmllar 
and recurrent circumstances or to Increase the probab~l~ty  of successful ~mplementatlon. 

We have discussed bulking, product development, transportation, storage, standardlzatlon, 
grad~ng,  financing and r ~ s k  management, market-maklng (market research, creatlon ofdemand 
and consumer educatlon), buylng and selling as the maln funct~onal transactions whlch the 
busmess flrms perform In the system 



APPENDIX B. 5. 
Government-controlled Marketing Systems f o r  
Paddy, Local and Imported Rice I n  1969 
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