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The shea value chain in Ghana is dominated by women, from
picking shea nuts to processing them into commodities for a growing
global market. Shea presents a powerful opportunity to address
poverty and food insecurity, but a lack of credit as well as informal
repayment contracts may keep producers from improvements in
households welfare. This Feed the Future ALL-IN project tests
credit and formal repayment contracts in Northern Ghana, which
may increase the sector’s profitability and overall shea supply while
empowering women to receive the full benefits of their work.

The Challenge

Northern Ghana is generally
poorer than the southern part of the
country in multiple dimensions, but
particularly with respect to income,
assets and infrastructure. Solutions to
these challenges should be mindful of
opportunities to also bridge gender gaps
with a focus on women’s economic and
social outcomes.

The shea tree is an important cash crop
in the northern regions of Ghana where
povetty is highest and increasing,' Shea
butter is an important local commodity.
Families can use shea butter as cooking
oil and can process it into local cosmetic
products such as pomades and soaps. The
shea value chain provides many families a
supplementary houschold income between
the harvests of staple crops.

The production of shea nuts and butter
are among the most accessible income-
generating activities for rural women
in Northern Ghana and contribute
immensely to household food security.?
More than 80 percent of activities in the
region’s shea value chain are carried out
by women,? including shea nut picking,
processing and marketing.

The upsurge of globalization in the
shea sector presents new opportunities
to integrate shea into national and
international value chains. However,
constraints across the sector, including

RESEARCH INNOVATION

In shea markets across producing
countries, power asymmetry and
exploitation are prominent features of
the commaodity chain.' Women'’s gains
from participating in shea markets are
also limited by a lack of investment capital
or market power.2 Credit and general
cash constraints compel many women
to sell their shea kernels and products
immediately after processing, even when
market prices are very low.

Making credit available with formal
agreements to be repaid in-kind may
improve the profitability of women’s
participation in the shea value chain.
Written or formal contracts may be more
effective because the parties involved may
see such contracts as more binding.

There is little field-tested evidence on
how the formality of credit contracts
affect a borrower’s welfare. In part, this
is because it’s difficult to isolate any of
the effects of having formal contracts
from the backgrounds of the households
who receive them.This study adds critical
experimental evidence on the impacts of
formal credit agreements.

"Wardell,A. et al. 2013.“Globalisations in a nutshell:
Historical perspectives on the changing governance
of the shea commodity chain in northern Ghana”
International Journal of the Commons.

2 Adams et al. 2016.“The Shea Industry and Rural
Livelihoods among VWWomen in the Wa Municipality,
Ghana.” Journal of Social Science Studies.
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So every rural family can take control of their future

shea producers’ lack of negotiating power,
severely limit how much the value chain
can reduce women’s poverty and food
insecurity.

Credit to be repaid with shea nuts at a
pre-negotiated rate may overcome some
of these challenges, particularly if credit
contracts are formal or written rather than
only verbal. Written or formal contracts
may be more effective because the parties
involved may see such contracts as more
binding. There is also no experimental
evidence on how the formality of credit
contracts affects a borrower’s welfare.

Research Design

This Feed the Future ALL-IN study led
from the Institute of Statistical, Social
and Economic Research (ISSER) at the
University of Ghana is testing whether
credit and formal credit contracts affect
the total supply of shea nuts in the sector
and the household welfare of women
shea producers in Northern Ghana.
This randomized controlled trial (RCT)
includes 2,715 rural households selected
in collaboration with Presbyterian
Agricultural Services (PAS), META
Foundation and the USAID Ghana office.

This RCT makes it possible to rigorously
test the impacts of credit contract
formality on household welfare by
randomly assigning similar houscholds to
receive either a verbal credit contract or a
written one. The study includes a total of
2,715 women shea producers from 135
communities who ate randomly assigned
to one of three groups:

* Credit with verbal contract: 800
participants receive credit with only
a verbal contract to repay with shea
kernels.

e Credit with written contract: 800
participants receive credit with written
contracts to repay with shea kernels.

e Control: 1,115 women will receive no
programming and their outcomes will
provide a comparison to estimate the
average impacts for participants in the

two experimental groups.

Providing both credit and formal
contracts may increase the shea kernel
supply and profits in part because together
they guarantee a minimum stable price.
The formal written contract may also
improve supply by reducing side selling
of price changes that undermine contact
arrangements.

Development Impact

Over the past decade, the shea value
chain has consistently featured in
initiatives from the Government of
Ghana, USAID and other development
partners seeking to bridge the north-south
divide in poverty and food security. This
project could increase the profitability
of shea processing by improving the
coordination of supply and demand,
which in turn could increase investments
in the sector.

Women in particular will benefit
from strengthening the shea sector.
Strengthening a sector that can increase
women’s access to cash income and overall
social and economic empowerment could
also bridge gender gaps in social and
economic outcomes.

This project seeks to address key
challenges that keep women and their
communities from higher profits and
incomes as well as an increased overall
supply within the shea value chain. Better
prices for productivity, a greater total
quantity of marketable shea products
and better market coordination should
all increase shea value chain profits,
while also increasing women’s social and
economic empowerment.

! Ghana Statistical Service, 2018

2 Hatskevich et al. 2014. “Shea butter processing
as an engine of poverty reduction in Northern
Ghana: Case study of four communities in

the Bolgatanga Municipality.” African Journal of
Agricultural Research.

3 Yayah, A. 2020. “Investigating the sustainability
of the shea industry among rural women in
Northern Ghana.” Stellenbosch University.

FEED THE FUTURE ADVANCING
LOCAL LEADERSHIP &
INNOVATION NETWORKS
(ALL-IN)

This research is funded by the Feed
the Future Advancing Local Leadership &
Innovation Networks (ALL-IN) initiative,
an innovative collaboration between the
Kenya-based think tank International
Centre for Evaluation and Development
(ICED) and the U.S.-based Feed the
Future Innovation Lab for Markets, Risk &
Resilience at the University of California
at Davis.

Launched in 2020, ALL-IN advances
host-country leadership in defining and
implementing research projects and to
deepen host-country networks.The
initiative funds research to develop and
test financial and market innovations that
take the most promising agricultural tools
for rural families in developing economies
from the lab to the field.

Historically, Feed the Future Innovation
Labs have built their research programs
on partnerships between researchers
at U.S. universities and researchers at
host-country universities and institutions.
Historically, these partnerships have been
led, in both program administration and
the ideas that drive the research, from
the U.S.ALL-IN shifts this leadership role
to researchers and institutions in Africa.

ALL-IN builds on research capacity
in African countries by inverting
the traditional model of research
collaborations led from U.S. universities.
With funding through ALL-IN,
researchers at African institutions lead
these collaborations, defining research
priorities and leveraging their local
knowledge, skills and ideas to build
actionable evidence for effective policy
with U.S. university research partners
to supplement their own skills, talents
and ideas.ALL IN also addresses capacity
gaps among many research institutions in
managing large and complex awards.

This report is made possible by the generous support of

the American people through the United States Agency
for International Development (USALD) cogperative
agreement 7200 AA1ILE00004. The contents are the
responsibility of the Feed the Future Innovation Lab for
Markets, Risk and Resilience and do not necessarily reflect
the views of USAID or the United States Government.

ABOUT FEED THE FUTURE

As the U.S. Government’s global hunger and
food security initiative, Feed the Future works
to give families and communities in some of
the world’s poorest countries the freedom
and opportunity to lift themselves out of food

www.feedthefuture.gov

insecurity and malnutrition. By equipping people
with the knowledge and tools they need to feed
themselves, Feed the Future addresses the root
causes of poverty and hunger, helping people
end their reliance on aid and creating important
opportunities for a new generation of young
people—all while building a more stable world.



