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ABSTRACT

Palmoil is one of themajor staple commodés produced in the tropical rain forest region of
West Africa. The extensive development of oil palm industries in many countrigke
tropics of which Ghana is no exceptibas been motivated by its extremely high oil yield per
unit area (Basiron 2007gnd the current increase in palm odnsumption This is partly
driven by biofuel demand and the food sectarious governments in Ghana therefore made
several efforts to revitalize the industry after its collapdenong which includethe
introduction & commercial plantation and the Presidential Special Initiative (PSI) for the
development obil palm industry introduced by the president of Ghamactober 2002
(Asamoah1998).This thesiggives amanalysis ofthe mechanisms involved in having access

to palm fruits forprocessingof palm oil and how pricesf palm oil are set odetermined.
Discussion is also made regarding the institutions involved and the role they ipdagnain

goal of the study is to provide insight irtiow processinginitsgroupsin the study arehave
accesdo palm fruitsfor processing of palm oénd the mechanisms involved in setting or
determining price. In order to reach this goal a field research was conducted at the study area.
First a theoretical framework is provideddicating how the study was conducted and
analyzedwith literature review of some relevant concepts. Subsequently, the dinedyzed

data gathered from various interviews conduaad observations on fieldio identify the
channels followed in accessipglm fruits, marketing system that exisbw these processing
unitsrelate to each othexs a groum@and to certain types of buyers in settpam oil pricein

the study area. Evidence is also sort onrthe of institutions in promoting efficient market

The findings demonstrate three main sosreged in getting access to regular supply of palm
fruits for processing of palm oil: use of own or family plantation palm fruits, buying from
farmers and the use of intermediaries (fruit vendors). However thefusuit vendors was
identified to be predominantly used. Additionally, this thesis indicates the importance of
institutional arrangement like contracting in aid of access to productive resources.
Furthermore, an indication of how palm oil price is dedivsanalyzedand presented in this
thesis. Based on results presented it can be said that the price of palm oil is seasonally driven
since it is drawn from the price of palm fruits which depicts a seasonal nature of production.

Key words: Processor, Rt Vendor, Palm Oil TraderiBser, Access, Contractual
Arrangement



CHAPTER ONE: INTRODUCTION

This chapter provides the background and sets the purpose of the study. It describes the study
problem and the objectivas the researchlt also presentshe benefits expected to accrue
from it. The organizatioor outlineof the thesis report is also explained.

1.1 Background

People’s ability to generate, Il ncrease their
access to productive resourcesdatheir ability to control and use resources effectively

(Berry, 1989). The management of natural and agricultural resources to sustain the
livelihoods of households or communities concern is necessary and differs from one
geographic location to the othéfor instance, various initiatives are adopted by governments

and nongovernmental organizations as well as civil society organizations anticipated to
create livelihood opportunities for producers and their communi@abn oil which has

become one of thmajor staple commodities produced in the tropical rain forest region of

West Africa has assumed recognition in this direction.

Palm oilis the second largest oils and fats products after soybean oil, accounting 24% of the
worl d’s oil s &aR0@5 (Basiton, p007). dhe @xtensiva development of oil
palm industries in many countries in the tropics of which Ghana is no exception has been
motivated by its extremely high oil yield per unit area (Basiron 2007) and the current increase
in palm oil consumption This is partly driven by biofuel demand and the food sector by
consumer health awareness as a result of its trans fat free. Various governments in Ghana
have made several efforts to revitalize the industry after its colldpwse include the
introduction of commercial plantation (Asamoah, 1998, Addo, 2000) and the Presidential
Special Initiative (PSI) for the development of the oil palm industry introduced by the
president of Ghana in October 2002 (Asamoah, 1998). These initiatives openielé a w
opportunity forviable livelihoodcreation for local communities and rural entrepreneurs in
this subsector. The developmenttioéseinitiatives thus anticipated toeduce poverty in the
long-run.

Individual firms both within and between nations conpdor access to the highest quality
and cheapest raw materials in order to lower their own cost of produdbomnant classes
however are interested in receiving the highest possible prices for raw mategaals.
materials prices to sonextenddetermine the rate of profit and of capital accumulatidhe
guestion therefore is how resources owners can be empowered to become fulbp&sttip
the marketsThis is becaust is assunedthatthe correcton of distortions and weaknesses in
prices and masds that provide wrong signals to producers and consutoedegrade
agricultural and biodiversity resourcesll encourage them to conserve resources
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Though there has been an extensive development of the palm oil industry in Ghanafits

is scare and limited. This could partly be attributed to price setting mechamissesiated

with poorly organized market practices and market cerdasravell asthe technicaities
surrounding accesmd use opalm fruits.The objective of this research studyogietermine
andanalyze the mechanisms involved in accessing palm fruits for processing palm oil and the
criteria used in price settindVlention is therefore made of thastitutional mechanisms
involved in havingaccess to palm fruits anqmhim oil. The marketingsystem that exists the

palm oil industry is also given attentiofrocus of the study is on group processors in four
selected communities (Asamankese, Adeiso, Osenase and Ekoso) of West Akim district as
well asimmediate buyers of these palntsoi

The notion is that processing of palm oil in the study area is mostly done individually by
women who identify themselves asgroup due to their common processing geographic
location. Processorgelation with immediate buyers or traders of palm oitl ail palm
farmers or fruit vendorsvith regards to pricing of palm fruits aqhlm oil may have an
influence in theiraccess to regular supply of palm fruits and market of palm\odording to
Ayoo, 2008,creating markets through enhancing prices fadpcers have the advantage of
ensuring that biological resources are allocated efficiently and put to their bé6t és@o;

2008 19, 550564). This implies thatréancing price of palm oivill help ensure the best
use of palm fruits.

The knowledge geerated from this research study is anticipated to contributthgo
development of appropriate mechanisms for enhancing the benefits derivegdimonoil
processing.It will also better aid government as well as development agencies to
conceptualize thbappening of thealmoil industrywith regards to access to palm fruaisd
mechanisms in setting price. This will further enhance gtmmoton better policies and
institutions frameworks necessary to ensangrofitable and viable palm oil industrirhe

field study wasconductedrom October to December 2010. This period is referred to as the
lean season of palm fruigoductionof whichit is quite difficult to have access to fruas

yield is less creatg scarcity andcompetition overpalm fruits. However during the peak
season(FebruaryApril), fruits are in abundanceDuring this period e quantity process
depends on your strengthr capabilityand how regular you geharket for processedil.
Different informal contractual arrangemenaretherebre maden getting access to regular
supply of palm fruits and palm oil.

1.2 Problem Statement

Palm oil is the second largest oils and fats products after soybean oil, accounting for 24% of
the world’ s oils and fat p extediedevielopmeniohoil 2 005
palm industries in many countries in the tropics has been motivated by its extremely high oil
yield per unit area (Basiron 2007) and the current increase in palm oil consumption. Various
governments in Ghana have made seveffdrts for the development of the oil palm
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industry. These initiatives opened a wide opportunity for viable livelihood creation for local
communities and rural entrepreneurs in this subsector.

Despite initiatives by government and mgovernmental orgasations to revitalise this
sector, the benefit for improving the livelihood of communities concern are limited. This
could partly be attributed to the complexities associated with access and timely use of palm
fruits as well as the difficulties associatasth price setting and maekt. It is therefore
difficult to tell the mechanisms involved in having access to palm fruits for processing, the
kind of market that exist in that industry and how palm oil price is determined.

In order to enhance the benefilsrived from palm oil processing by communitessicern,

there is a need farnderstanding the means of having access to palm fruits and palm oil and
the mechanisms involved in price setting. A systematic exploration of issues relating to the
kind of marke that exist, the mechanisms involved in accessing palm fruits and palm oil and
the criteria followed in setting price become imperative. In this perspective, the purpose of
the study is to determinedghmechanisms involved exccesmg palm fruits and pam oil and
analyze the price setting mechanism of palm oil since prices play a very important role in
determining the benefits derived from the sale of farm produce.

1.3 Objective of the Study

The research it identify and analyzéhe mechanisms involvead accesmg palm fruits for
processingof palm oil and prices s#ing mechanismsThe main focus igo examine how
group processorm the study area access palm fruttsee channels/procedures followed in
accessing these resoura@asd mechanisms used setting palm oil priceAttention is also
paid on identiying how these processing uniate to each othexrs a grou@nd to certain
types of buyers in their chain of busine&sditionally, the role of institutions in promoting
efficient markets andyzed This is anticipated to helpring to lightthe mean through which
processors have access to palm fraitd palm oil and the mechanisms involved setting
palm oilprice

1.4 Research Questions
1.4.1 Main Research Questions;

What mechanisms afellowed in having accessing to palm fruits and palm oil?

How are prices determineghd what institutional mechanisms are involved in the palm
oil industry.

1.4.2 Specific Questions;

How do processors of palm oil access palm fruits for proceasing
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What poceduresor institutional mechanisms ardollowed by palm oil tradersin
accesmg palm oil?

What criteria are used in determining palm oil price?
How do processors relate to each other and to certain types of buyers?
How do processors come to deal wigesific customers and why?

Which institutionsexist in the palm oil industry and what role do they play?

1.5 Thesis Outline

This thesis is organized into schapters Literature review of theories and concepts that
aided the study and analysis of thisgh form the basis for liapterTwo. Specific concepts
reviewed includeresource ecess, marketgyricing mechanisms, institutional mechanisms,
market queemmothers and contractingChapterThree discusses thenethodologies of the

study which consist of search design or conceptual framework, definition of boundary,
demographic information, research units, sampling and sampling methods as well as methods
of datacollection and analysis. Chapteou¥ presents the results of the study while section
five is a@out data analysis and discussion. The fota@pterwhich is Chapter Six presents
conclusionsand recommendation.
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CHAPTER TWO: LITERATIRE REVIEW

This section give acomprehensive literature review of existing knowledge on key concepts
and theries related to the study subjelttstarts with resource access, followed by markets,
pricing mechaismes, institutional mechanismasid contracting. These concepts are applied in
the context of the study to investigate their applicability and relevance.

2.1 Resource Access

The management of agricultural production to sustain the livelihoods of households or
communities concern is necessary and differs from one geographic location to the other.
African farmers have had to cope with an increasingly saiceenvironment. Not only the
weather, but also relative prices as well as access to productive reshasedeen
fluctuating widely and unpredictably. Farmers and traders have as a result developed various
copping strategies to enhance their abilityricrease their assets agdnerate a livelihoad

This to a large extent depends on their access to productive resources and their ability to
control and use resources effectively (Berry, 1989).

Both within and between nations, individuals firm competeaftxess to the highest quality

and cheapest raw materials in order to lower their own cost of produbtismption of

access to raw materials destabilizes economies, making nations to act strategically to ensure
continuous flow of raw material@ominart classes however are interested in receiving the
highest possible prices for raw materiddaw materials prices determined the rate of profit

and of capital accumulatiotdnder colonial rulg specific mechanisms of access changed
with changing economicna political circumstances, but the general principle that access
depended on social identity as well as on purchasing power persisted till today. This implies
that control over productive resources depends on one's ability to dominate or influence
othersor be claimed by an importance cléBgrry, 1989).

There are three methods by which enterprises can access production resources, namely
government arrangements, market transastioand social networks/capitaMarket
transactions are the most importanéthod of accessing resources for enterprises in China
today, followed by social networks and then government arrangen@ait2006) However
farmers or traders of food crops in developing countries of which Ghana is not of exception
have had to rely oneseral ways of having access to productive resources. Social network
and market transaction are the dominant method of acgesml capital or social networks
which generally facilitate the exchange of resources within a social context can be viewed
largely to include features like social ties, trusting relations, and value systems. In an attempt
to analyze how social capital or social network facilitate the combination and exchange of
resources, Nahapiet and Ghosh (1996) citied in Tsai and Ghoshal (£888phized three
dimensions of social capital; structural, relational, and cognitive. The dimension of social
capital actually captured or observed provide a strong evidence of the structural and relational
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dimensions. The structural dimension of socadital refers tsocial interaction of which the
position of an actor's connections in a social network provides certain advantages. For
instance, processors within the study area use their personal contacts to obtain information, or
to have access to palfruits. Again, farmers turn to sell or go into contract with processors
they are familiar with just like the processors who only engage in contractual arrangement
with buyers of palm oil they are familiar with or know at a very close level. Relational
dimension that relates to assets that are embedded in relationships, such as trust act as a
governance mechanism for embedded relationships (Uzzi, 1996 citstirand Ghoshal
(1998) Trust therefore forms the bases on which contracts are made to aidtacpabks

fruits as well as encourage efforts to fulfilliogntractual agreements. Thougme palm oll
processors are farmers and depend on their farm outiners engaged in buying the fruits

from fruits vendors and/or farmers base on their socialar&feapitalfor processing.

To sum up it is evident that individual firms compete for access to the highest quality and
cheapest raw materials to lower cost of production. Processors access to fruits depends on
their ability to control and use resourcefectively. Dominant classes in the palm oil
processing industry like those with access to contract money have the greatest chance of
having access taoegular supply of palnfruits during the lean season when access is
competitive due to scarcity. Thisearly points to the general principle that access depended

on social identity as well as purchasing power. To return to the context of this study, resource
access analysis is focused on the explanation and investigation of how productive resources
are acess in the palm oil industry.

2.2 Markets

Markets are essential for the poor just as they are for everyone.af@ergry important in

the economy of every countand their effective functioning is relevant for the growth of
economies. People will exchge only if they observe what they receive to be more valuable
than what they give. In classical and neoclassical economic theory, maek#éte aentre of

the stage. Ators in these markets are workers and consumers, firms, owners of resource,
governmentind perhaps others. A market is an arrangement that allows buyers and sellers to
exchange items. In mainstream economics, the notiomr@rketis any structure that allows
buyers and sellers to exchange any type of goods, services and inforrviatrkets can be
categorized by their degree of competition, i.e., from a perfectly competitive market to
monopoly as well asligopoly and monopsonyPrefect competition market organization is
observed to be common within the study aréacording to Varian (199), perfect
competitive market involves a number of buyers and sellers trading in a uniform commodity
with perfect knowledge about quality and price of product. As such no single buyer or seller
has power to influence market pridgecause there are a nuentof sellers and buyers of a
common or uniform commodity (palm oil), no single seller or buyer has the power to
influence price. Entry and exist is also free as there is actually no criteria or laid down
procedure of entry and exist. Anybody with inconnel &nowledge on method of processing
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is free to start if only the person has market for the processed oil and can stop whenever the
need arises.

While markets are regarded as the sphere of the affluent and market reforms a process from
which the poor mudte protected, markets can offer the most important means through which
the poor can participate in economic activities. Improving the operations of markets can
therefore have the potentials to raise incomes and reduce poverty on a large scale. However,
when markets are functioning extensively, poorer people have less opportunity to participate
and benefit from economic growth. Marketing orientation theory belief that the means to
achieving organizational goals consists of being more effective in credgfigering and
communicating vale to target market (Kotler arnceller, 2006 cited in Kagira et.al2010).
Improving functioning of markets is however essential for reducing poverty in developing
countries (Ferranét al, 2004). This isvident thatefficient marketing system can provide
better prices to producers and improve the availability of competitively pposdlice to
consumers (Bernet at., 2005 cited in Adhikari 2006).

Furthermore,food marketing in southern Ghana is dominated by a largebaurof
independent operators mostly women. Existing market practices and market centers are
described as rudimentary and poorly organized. Produce as a result passes through a number
of intermediaries between farmer and consumer. This sraatepportunig for wholesalers

and retailers to form associations of selltrat enable them act as a cartéldimabuno

2010) They wsually appoint a market Queen like 'Yam Queen' or 'Palm oil Queen' to be in
charge of the association and represent their interestecuigral market associations are
important in controlling markets and agricultural sdztors. Thepowers of such cooperative
actions area remarkable feature of West African tra@enscious actions are taken thyese

market players to control the eptand supply of agricultural commodities. An example is
what Lyon and Porter (2007) examined in Nigeria market, where leaders have the power to
prevent people coming to sell or to force others to leave the marketplace. These restrictions
are enforced by th trader associations for each crop. The groups draw on traditional
leadership structures and are led by‘ahemma (market queen Similar organizational
structuresare alsofound elsewhere in Ghana (Clark, 1994; Gore, 1978; Lyon, 1999a;
Schwimmer, 1976)

Palm oil tades are well organized and atkerefore able to restrict entry into major market
centers This helpsreduce price fluctuatioandthe probability of traders not being able sell
the produce at a price that covers their cost. ey do bynot allowing processors have
direct opportunity to sell their palm oil at market centers. Theysitse partpeak season oil
when prices are relatively low so as itdluence price.Simple marketing channels and
market structures like that reported byapha and Poudel, (2003), of which farmers take their
produce to the local market centers were not identify esnamon practiceThey reported
that farmers take their produce to the local market centres and sell either to retailers or
directly to consumerat the local levelHowever, glected market places and infrastructure in
most developing countries are inadequate and not always easily accessibéeich
transporting produce to the market is a problBnocessors the study aretherefore prefer
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to sell their oil at processing site to itinerant traddnsis according to them is because of the
so much inconvenienaand costattach tocarlying small quantity of oil to the market center
to sell unlike palm oil tradersvho purchase from a number of pessors before transporting
to the market.

Common place where produce are saldeveloping countriegenerally include homesteads

and road side (Crawford, 1997). The marketing of agricultural produce of which palm olil is
not of exception is described asitg highly complex and complicated involving extended
marketing channels and a large number of middlemen. Various arrangements are therefore
made by the state as well as traders to ensure and enhance the supply of market products.
Though the state has pkd a role in the marketing of staple food crops since the 1960s,
marketing in Ghana is done predominantly by women traders, either working alone or with
family members (Clark, 1994; Gore, 1978; Schwimmer, 1976 cited in Lyon, 2000). Traders
of palm oil andprocessors as well as farmers the study area engage in customer
relationships to ensure that traders do not buy from other areas. This guarantee trader with
continuous supply when there is a level of scarcity, and the processeonavikbtwhen there

is an excess, allowing both to reduce uncertainty.

In Ghana life revolves around markeis buses are raided even before they come to a stop
with people trading anything. Stalls are almost everywhere you go and any place can be turn
into a market place. Mloughmarket places are usually chaotic and crowded, goods are piled
up in an orderly manner for easy identification. Unlike markets in other countries, Ghanaian
marketscentersare unique in that one would hardly find a market place that trades in one
paticular group of wares. In a typical Ghanaian market centers, one can find everything from
vegetables to clothing.

Benneticlaims that in today's competitive and ever more global marketplace, managers plan
for product distribution as they plan their puots. Decisions relating to the channels of
distribution for a product or service are therefore part of a strategic marketing plan. This plan
specifies the target market as well as target levels of market share, market coverage, customer
service and so om\pplying this theory, it is evident that there is some level of market
planning. This is because contractual arrangement are made between processors and buyers
of palm oil for the supply of o&ind alsdbetween processors and fruits vendors for the supply

of fruit at predetermined prices and quantiti®se target markets, the market coverage,
among others are tak into consideration by immediate buyers beforedit isadvance to
processors in aid of search for fruits for processing.

In summary, differentypes of market intrude on the lives of the poor. Nevertheless the
operation of markets offer the primary means through which the poor can participate in
economic activities. The potentials then exist to raise incomes and reduce poverty on a
massive scalif efficient marketing system can afford better prices to producers. The notion
that the key to organizational or business success is through the determination and
satisfaction of the needs, wants and aspirations of target markets cannot be overloigsked. T
must therefore be pursued more effectively and efficiently with the purpose of achieving
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profitability or satisfying goals (Blankson and Cheng, 2005). Building on this argument, the
study analyzed the applicability and the strength of the concept tmarkgeneral among
Ghanaian palm oil processors.

2.3 Pricing Mechanisms

Price fixing has since been known as a problem in natural market. There is the
acknowledgment that macroeconomic policies directly and indirectly influence levels and
volatility of absolute and relative agricultural prices Krueger, Schiff, and Valdes (1988):
Lapp and Smith (1992). In the absence of hedging mechanisms, increases price volatility can
have negative impact on both consumers and prosluoé agricultural commodities
Binswarger and Roseweig, (1986). An example is about the effects of structural
adjustment programs introduced in developing economies during the economic crisis of the
1980s. In the past both direct and indirect government interventions have reduced maize price
variability in Ghana (Shively, 1996). A key issue in the marketing of agricultural produce in
Ghanacanbe attributed to price variability. Both-season and yedo-year price variability

in spatially separatemarkets providan indication of how the arket system may react to
changing economic conditions. A study of the monthly market prices in Ashanti Region
illustrated significant variations in prices between markets at the same time. For instance, the
prices of plantain, cocoyam and tomatoes vadeqdsiderably in different district markets.

The price of cassava in one market was reported to be six times the price at another in the
same month which could be attributed to poor price inform#&iaat andHine, (1993.

Agricultural commodities are chasterized by pronounced seasonality as supply changes
depending on the time of the year which tremenlyoaffect price (Amikuzuno and lIhle,
2010). According to Goodwin et al, agricultural products prices may reflect seasonal
production patterns by being teir lowest at peak production and highest at lean seasons
(Goodwin et al., 2002)This is especially typical of perishable commodities which stay only

a short time such as fruits and vegetables. The impact of seasonality is more pronounced in
developig countries where crop production is largely weather dependent, and where storage
in the form of mechanical refrigeration and processing facilities are lacking. Tomatoes
production in Ghana for instance showsseasonal pattern and pridgpically vary
sulstantially even within a week. It is however acknowledged that traders of these perishable
and seasonally produced commodities adjust their prices as the volume of the produce in
supply changes (Parrott et al., 2001 cited in Amikuzuno and lhle, 2B&8gnal effects on

the production of commodities may also affect market performance such as transaction costs,
prices and trade flows between spatially connected markets (Eduardo and Mario, 2001).

Both the farm gate and wholesale prices of Ghanaian farmupeolke yam have also
steadily been increasing in recent years, This commodity also depicts a seasonal pattern of
price with wholesale prices increasing at a higher rate. Prices in the wholesale markets
fluctuate considerably over the year, reflecting $patialtemporal variation in production,
influenced by weather patterns, access to irrigation among others. Highest in June and July
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when yam is out of season and in low supply of which farmers receive a higher price relative
to other points in the yeéMatthew n.d).

In applying these concepts in this context, palm fruit are high perishable, and seasonal in
nature. While the processing of palm oil is continuougonethroughait the yeayaccess to

palm fruits in general is seasonal. Traders in thiastrythereforeturn to adjust prices as the
volume supply alters due to changes in the supply of palm fruits. Supply is high during the
peak seasorfFebruaryApril) while low in the lean season commending a fairly higher price
(Amikuzuno and lhle, 2010)This implies that price volatility and variability can be
attributed to seasonality of produdt.is therefore not surprise to find the price of palm oll
being high during the lean and low during the peak season. Observation of three market
centers duringthe research period indicates less pronounggde variability between
markets at the same time. The price of palm oil is observed to be the same at every market
center as well as the processing site irrespective of the location of the processing site or
distance to the market center. Retail price is therefore fixed or the same across board
regardless of where it is being salere@ling markets through enhancing fair prices for
producers and processors is therefore necessary since it has the advaetesyging that
natural resources are allocated efficiently and put to their beéAyse; 2008 19, 550564).

In conclusion, macroeconomic policies directly and indirectly influence levels and volatility
of absolute and relative agricultural prices.rffigant variations in prices between markets at
the same time are common feature of the Ghanaian market. To enhane#idieat
allocation and best use of resourcds important to reate markets enhancing fair prices for
producers and processorsnc@ some parties within the distribution channel carry greater
weight than others which often put them in the position to make demands of Gihvecspts

in relation to pricing mechanisms are applied to analyze how efficient pricing of palm oil is
determned and how the relationship between processorpanuoil tradersThe analysis of

this concept is base on the fact thetgs are desirable planning instruments which can be
used for allocating productive resources.

2.4 Institutional Mechanisms

Thee i s no particular and generally fixed de
school of thought. Scott (1995:33, 2001:48)
have attained a high degr e eithesformal er ;mformal arey c e 7 .
made up of culturatognitive, normative, and regulative elements couple with related
activities and resources, offer stability and sense to social Hibeillikoff-Souviron and
Harrison, 2008) Institutions are defined by Etin Ostrom as "the set of working rules that

are used to determine who is eligible to make decisions in some arena, what actions are
allowed or constrained, what aggregation rules will be used, what procedures must be
followed, what information must or musbt be provided, and what payoffs will be assigned

to individuals dependent on their actions" (Ostrom, 1990: 51). Jepperson (1991) however,
defines institutions more generally to be any social patterns which portray standard course of
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interactions. This efinition tends to reflect the social science discipline. In economics,
institutions help to minimize market transaction costs (North, 1990).

The |l imits of human activities are governe
establishment or setting af legal framework as well as management policies in line with
biological resource use and access are the major role of institutional actors. Trade involves
interaction and a level of protection which is guided by the effective functioning of both legal
and nonelegal institutional measures. None legal measures like trust or coercion are relied
upon by smalkcale rural producers and traders in developing countries. Regardless of
uncertainties, risks and the possibility for people to act opportunistitalbg,operates when

there is confidence in agents (Misztal, 1996; Gambetta, 1988; cited in Lyon, 2000). Traders
or producers do not only aim to maximize profit, but may also consider minimizing risks and
maximizing access through developing personal maltiips with other agents( Lyon, 2000).

Social networks areidhly regarded and embeddedthe studyarea Traders of palm oil and
processors are more like friends than business associates. A trader can spend a whole day at
the processingsite helping tocarry parboiled fruits onto the semmechanized mailing
machine for milling or even buy lunch from the market centre to the processing site for them.

The importance of institutions in linking producers and processors to market is highlighted by
Van Huylerbroeck and colleagues. According to them, institutions create incentive for
individuals to invest, become more acquainted with their environment and organize the
markets they are involved. Furthermore, new institutional arrangement should address
particula challenges of people concern for success (Pokharel & Thapa, 2007). This stems
from the notion that in the absence of institutionalized servittes,price received by
producelis not remunerative (ibid)raders in Ghana are usually in association anchcaas

cartels to restrict access to markets. Traders justify these associations as a way of ensuring
their market power andlso a way ofredudng their transaction costs as they are able to
stabilize price volatility as well as retain their customdrgofl, 1999b). This is clearly
related to what happens in the study area in an attempt by processors to access market.
Traders, middlemen as well as exporters benefit from poor linkages between producers and
consumer as they provide low price at farm gattlagh price for consumers.

To conclude, though there is no single and
there are varying perceptions of what institutions really represent. This ranges from formal
and informal rule that guides the belawi of actors within an economy to social patterns

that depict standard line of interaction. The limits of human activities are governed by
society’”s institutional framewor k that set
resource use and accessbdit, there are no formal institutional mechanisms in the palm oll
industry, informalcontractualarrangemeistare made base on trust creating some form of
linkages between processors and traders and also between processors and fruit vendors. This
arrangerant however favours traders as low price is paid at processing site compared to the
price receive by traders in the markdbwever processors are guaranteed ready market.

creation of specific institutional task through policy making, rule enforcingn€ing, among

others to ensure and enhance a fair price receive at every level is relevathesinggon is
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that price received by producers is not remunerative in the absence of institutionalized
services.

2.5 Contracting

Producing and selling oa contractual basis is a common arrangement in agriculture all over
the world. The theory of contracts has existed particularly for perishable agricultural
products, such as millof the dairy industry or fruits and vegetables for making preserve
(Little and Watts (1994). Contractual arrangements are devised mostly for reducing
transaction costs. They are a form of institutional arrangements that direct the way economic
actors cooperate or compete. Contracting has become more important in the agriawdtural a
food industries of the developed and developing countries at the end of the 20th century. This
is driven by changes in (international) competition, consumer demands, among others which
are arranged in a chain of networks that are strictly managed.

In developing countries, contracting is predominant in farming activities commonly referred

to as Contract Farming (CFLF has been defined as an agreement between one or more
farmers and a contractor for the production and supply of agricultural productsfomekerd

agreements, frequently at predetermined prices (Eaton and Shepherd, 2001). The contractor
can be a processing or marketing firm, a private or a public entity. The agreement usually has

to do with the provisiorof support by the contractor, suck mputs, technical assistance
among others. The initiative to create a col
way to improve the supply of quality products and to upturn the utilization offispassets.

States concerns witbromoting critical commodity chains may also drive CF, an example is

China

Another definition of CF is an agricultural production carried out according to a prior
agreement in which the farmer commits to producing a given product in a given manner and
the buyer comm# to purchasing it. Often, the buyer provides the farmer with technical
assistance, seeds, fertilizer and other inputs on credit and offers a guaranteed price for the
output (Minot, 2007). A definition also worth noting is the one put forward by Baumann
(2000) who refers to contract farming as a
unit purchases the harvests of independent farmers and the terms of the purchase are arranged
in advance through contract s” . spédfyehow neuchms o f
produce the contractor will buy and what price they will pay for it. Again, contracting
involves a preharvest agreement between producers and contractors on conditions
surrounding the sale of the product in question. It specifies quélgsoduct beside time and

location of sales. This reduces the produces uncertainty of locating a market for the product
since it helpsn access to ready market.

{3

Contracts can be categorised under formal (written) and informal (verbal) arrangements. In
many developing countries, notably in S8aharan Africa, there is no tradition of written
contract. Most contracts are informal and incomplete because variables used are not easily

verified in case of breach by court. Informal agreements and understardirtherefore
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commonly used and valued (Fafchamps, 2004 citeBijiman, 2008. The motivation to
comply or respect contract is usually based on both economic and social incentive
(Nooteboom, 2002; Woolthuis et al., 2005 citedBipman, 2008. This can belerived from
current and potential networks of contracting partners and the mutual dependency or
unigueness of partner value.

In applying the concept of Contract Farming to the contractual arrangement that exist in the
palm oil industry, it becomes evidethe role and position the palm oil trader occupies in the
industry. Buyers/traders (contractor) frequently advance credit to processors on prearranged
conditions in aid of access to fruits for processifige processed oil is therefaappled to
covercreditreceived. TIs isnormally based on informal verbal agreement which serves as a
way of allocating sk between processor and tradére former takes the risk of production

and the latter the risk of marketinghese arrangements however confitine motive behind

search actions as a quest for additional sources of capital to invest or expand prolustion

also a means of shifting part of the risk of adverse price changes to the buyer as well (Hill &
Ingersent1982cited in Singh, 2002).

Besidesproviding guaranteed and steady quality raw material supplies, contracts make
smaller demands on scarce capital resources (Bdemsen & Marcussen, 1982; Kirk,
1987cited in Singh, 2002). Due to the scarcity of raw materials (palm fruits) during the lean
seasonvarying contractual arrangements are matas is between palm oil traders and
processors andsa between processors and palm fremdors(FV) or farmers in aid access

to processed palm o#nd fruits. This in the longun benefits all stakehdérs involved.
Political economy however shears a different view on the benefits of contracting. Contracting
it argues only exist when the role of the state in agriculture is weaken or when the agricultural
markets such as farm produce or credit becomges ¢empetitive or inefficient. Capital
accumulation and exploitation or capitalist penetration is therefore enhanced through contract
production mode (Singh, 2002).

Mighell and Jones (1963) distinguish three agricultural contracts based on main ohjectives
decisionright and risks transfers. They include maskpécification contracts, production
management contracts and resotpoeviding contracts. Under the resoumm®viding
contract the contractor not only provides a market channel for the produdte/she also
provides key inputs like credit in the context of the study. The palm oil trader provides inputs
in the form of credit which is recovered upon delivery of processed oil. This resource
providing contract can reduce the costs of obtaining Greguts among others.

Varying reasons are account for engaging in contractual arrangement. This ranges from the
expectation of it leading to a higher income and/or more stable income to poverty reduction.
Masakure and Henson (2005) have explored thevatains behind the decisions of small

scale producers to grow ndraditional vegetables under contract for export. Based on a
survey among smallholders in Zimbabwe 20012002 they found four factors inspiring
contracting, namely market uncertaintydimrect benefits (e.g. knowledge acquisitions),
income benefits, and intangible benefits (e.g. status). CF also aim to reduce the role of the
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state in providing marketing, input and technical services and thus solve the problem of
farmer access to inputs €i¢ and Runsten, 1999). On the contrary, Randi (1992) observed
that unfairness is one of the critical discrepancies of contract framing.

To conclude, contracting or contract arrangements has existed particularly for perishable
agricultural products. Contting between producers on the one hand and processing or
marketing agribusinesses on the other hand is therefore a method to strengthen vertical
coordination in the agrifood chain. Different reasons are assigned to engaging in contracts.
These include thé&act that smallholders may benefit through reduced risk in production and
marketing, and improved access to inputs, technical assistance and credit. This is therefore
expected to lead to higher income and/or more stable income in theulongpplying ths

concept clearly shows the relevance of contractual arrangements as a means for additional
source of income to argument production or processing and role of palm oil trader within the
industry. This implies that when contraceavell arrange stakeholdsn this industry stand

a greater chance of benefiting. This is because the processor is guaranteed frequent supply of
fruits and ready market for processed oil and the palm oil trader is assure of supply of oil for
customers. It is also more benefici@dause contracts are more flexible in the presents of
market uncertainty.

2.6 Conclusion

To concludethe concepts reviewed under tioisapter form thdagss for the analysis of the

finding of the resarch. The question therefore is whether these comscepe wholly
applicable or notThe relative weight acknowledged to each of the concepts by the interviews
and observation carried out during the research serve as basis for discussion as presented in
the discussion chaptdBase ornliterature revieweda conceptual framgork of the study is
developed.The framework gives a conceptual picture of how the study is conducted and
analyzed. This helps to generate an understanding of the research study.

The frameworkocused ortwo partsithe relationship of grap processors to buyers or sellers

of palm oil and the mechanisms involvéd setting or determining priceand group
processorselationhip with farmers/ fruit vends in accessing palm frgit The study looks

at therelationship of group processors toyers/traders of palm ods indicated at the upper
part of the frameworkAspects analyzes include mechanisms used by processors in their
choice of buyers to retain as custometsch to a large extent depends their social ties.
However, by virtue of $rong associations and with the help of market queens, palm oll
traders are able to manipulate others (processor) to their advantage signiieantly have
control over market and pric&/ith regards to contracting, informal contracts ameertaken
between processors and buyer or traders of palm oil on the one hand and between processors
and framers/fruit vendors on the other hand in accessing palm oil and palm fruits
respectively.

The lower part of the framework is about the relationshgiween processos and

farmergfruit vendors in accessing palm fruits for processing. The channels of access and
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place of accesare aspects analyzddformal contractual arrangements ahd complexities
surroundhg access and timely supply of fruitte aspects thadre also looked at. The
assumption thatrires are desirable planning instruments useful for allocating productive
resourcess veryimportantin this research study. This is because to some exteeat f
palm fruits and palm oil are very important ietermining the benefits derive frothis
industry.Price determination anchfiormationgatheringare aspects that aeguallyfocused

on in this research study.

Contracting in
accessing palm
oil

Price determination

¢ NI RSNAEQ
associationdMarket
gueenmothers

Price information

Access to
Palm Fruits

Figure 1: Diagram indicating data collection and analysis
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CHAPTER THREE : RESEARCH METHODOLOGY

This chapter sets out the conceptual framework within which the stuéynbedded. It
discusses twa@rocessinggroups identifyin the stug area and how they relate and act
individually or as a group in the act of processing. It further describes the aspects involve in
the palm oil processing industry and aim to identify and analyzetiheseprocessingroups

access fruits and how theyelae with immediate buyersThe following sectors are also
incorporated in this sectiomefinition of boundaryor research r@a, samplemap of study

area demographic information of communitieselected forthe study, unit of analysis,
samplingtechniquesmethodsof data collection andnalysis

3.1 Research Design

Case study design ismployed in this research study. Yin (1984:23) defines case study
research method *“as an empirical i nquiry t|
within its reallife context; when the boundaries between phenomenon and context are not
clearly evident; and in which multiplesur ces of evi dence are used
and gave an insight into hoprocessing unifgroupsrelate as a group and with othdike

palmoil traders and fruit vendors. This methgoesbeyond quantitative statistical results to
understand the behavioral c o n camdt enfamced ah hr 0 u ¢
extensive description of the case

Both qualitative and quantitative data cotlen methodsareimploredin gathering data for
analysis. This relates the relationship betweegroupprocessrsto that ofpalm oil traders
in terms of access andige setting of oil on one han@gnd therelationship of these
processors to fruit vemas in terms of activigs involved or undertaken in acdegspalm
fruits.

3.2 Definition of Boundary/ Research Area

Agriculture is thepredominant economic activity iWwest Akim Municipality of Eastern
Region in Ghanalt is one of the best terrainsrfagriculture in the entire country and a
congenial climate for the cultivation of a wide variety of cash crops like oil,padcaand
citrus as well as food crops like plantain, cassava, cocoyam among attisrerves as the
main source of livelihoodor over52.1% of thelabour forceand contributes about 80% of
the internally generated fund of the district assemBhstern region is one of the largest
growers and processor of oil palrt is however not surprising that thé/est Akim
Municipality was selected for the Presidential Special Initiative(PSI) on oil palm which
aimed to make the oil palm industry one of the new key drivers of economic growth and
wealth creation.
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West Akm Municipal is in the Eastern Region of Ghana. It has an area of hfodi#t square
kilometers. The Municipal capital, Asamankese, is locatatiesouthen portion of Eastern
Region, abou?5 kilometres NorthNVeg of Accra off the main Accr&umasi trunk roadit
covers a land area @D18&m?2 with a population 0f34,161 n 2000(Housing and population
census 2000 Asamankeses the primaryarea of theesearctstudy And palm oil production
and cassava processing are the most organized household industriesmantbipality.
Researchs done in the form of fieldwork. ®pific processing groups from Ekoso and
Sukrong Awamfi were identified for the field study with traders coming fAsamamkese,
Adeisoamong othersThis areais selected becauseftrmsone of thefour major marketing
towns in the distric{the biggestwhere processing and marketing of palm oil is ddhes
also endowed with information richnesdue to its historical background on palm oil
processing whichelpedanswer the research questions.

e “ >
e "“‘l‘ if\__{
_ ! {
e — ‘, , / \c’-?p .1“3}
£ | L ST
/l (' \ \A ;-' 3 &
y > =
A Afram Plains [ e
<3
= \ ki

P T
A___Kwahu Wu\
> —

“‘“-. Kwahu South JK
Fa

>
bt 4
J
S— |
—
nteakwa \‘..
J )

N ,
/"/ \\\ / \‘\// _~ Manya H
¢ \J / /" Krobo [ =
A\ / Asuogyama
[/ /,/’ b Atiwa \\ oY ,l”
J r N\ P - 4
\\ ~;>‘-/ T~ £ k-“\ \ o o
s . | . Yito Krobo\ ) )
| Birim —\ EastAkim '\ 1 |
4 North Kwabibirem \ New-Juaben [T
I A Mupicipd \ "
A N | \
{ Vo q Suhum/Kraboa/Coa / { - N
v},-\_.\/ ﬂuap&n Nonl.h (
~<_  Birim South = ‘-
£
\\. (kuapim Somg )
——— o~ S - Sy

Figure 2: Research location imlicating selected studyarea in red
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3.2.1 Demographic information of communities included in the study

Table 1: demographic information of four communities

Communities Asamenkese Adeiso Osaase Ekoso
Total
Population 34,855 8,742 6,894 3,908

Source: populatioand housing census, 2010

3.3 Unit of Analysis

Data for the researcis gathered from multiple sources arfte treasons for using multiple
sourceswereto increase authenticity dhe data Almost all interviews were carried out at
processing or operation site. Unit of analysis atakeholders/acter involved in the
processing of oil palm with specific attention to grqupcessorsSmall and largecale oil
palm processors antfuit vendorsin AsamankesekEkoso, and Sukrong Awamés well as
immediatebuyers of palm oil in these arefmmed part of the studyOther institutional
organizations involved in the selling and buying of oil palm fruits and palm oil at the
domestic markiewere included

3.4Sampling and Sampling Methods

Purposive samplingrhich allows explicit selection of interviewees who are likely to generate
appropriate and useful data for the research study (Green and Thorogoods 2008lpyed

This enabled thédentification of women groups into processing of palmaoit oil palm
farmersin the district It also made it possible for the selection of palm oil traderaell as

key stakeholderm the industryThis is base on the observation theicessing opalm oil at
local levels was and is still done by women in rural communities (Hyman 1990, Poku 2002)

In all two processing groups were selected as part of the study based on distance to the
district capital, method of processimgd their experience andchiormation richnessOne
group, located aEkoso 15milesfrom Asamankese with a semmechanized method of
processingsg included in the study. The other group isSakrong Awamfj 17 miles from
Asamankese to Adieso anim Adieso to Sukrong Awamfi is 7has. This groupesort to

the traditional method of processinihe numberof people who formed part of the sample
are thosewho wherein active processing during the research period. IrR2&lprocessors
were identified and interviewed. 13 processorsrueved came from Sukrong Awanfi with

all of them owning smalécale farms of between-25 arcs whilethe remaindl5 came from
Ekoso. Representative &fural Enterprise Project under the District Assemble and Micro
finance institutions like ECOFF Ghananeenterview to elicit what government initiatives or
supportare for palm oil processors and the kind of financial assistance given to them by
micro-finance institute.

Snowball sampling which enhances theapuil din

2004) is used to identifykey buyer or trader®f palm oil in and outside the district. 5
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immediate buyers are identified and interviewedn#picked sampling method, which
involves the selection of a sample with a particular pgeireo i n = mi nehry,2@4)na O’ |
was used in selecting individual processors and retailers in the market. This is used because
the research is about palm oil processing, therefore all processors and retailers of palm oil
were purposefully selectetd form the sample frame begse of th& experiencein the
business. Another method usexdaccidental sampling. This method is a nprobability
sampling which involveshe sample being drawn from that paftthe population which is

close athandor readily available and conventefithis sample is unintended or unplanned for

but however included because of the relevance of their activities and knowledge in relation to
the topic under study. An example is #aing palm oilqueen motheat Adieso marketShe

was identifiedaccidenally on a visited to Adieso market on a market day and interviewed.
Questions related to how market is access andoles of the queen mother in the palm oil
industry areasked.

3.5 Methods of Data Collection

Both qualitative and quantitative primaryich secondary datare gathered from various
sources for analysis. Informal interviews that are more like natural conversations that happen
fortuitously in the field to gather data opportunisticadlysed(Green and Thorogood, 2008

Both formal and infamal interviews are conducted usirgg-structurednterview guide. t-

depth interview methods which allow the respondent enough time to develop their own
account of the issues important to thismmplored in gathering data from respondents on the
influence of price received bgrocessorsn the oil palm industryA group interviewwhich
enables the researcher to gather data from more than one participant (Green and Thorogood,
2008)is usdal to gather information from both farmers and processdroil palmas well as

buyer This gave annsight into relationship amonractors involved andhe kind of market

that exist in the palm oil industr{zocus groups discussion is initially conducted at the two
study site as part of baseline survey before finalizatitgrview guide and commencement

of research. On®-one interviews are alstonducted since ivas notpossible to gather all
processorsat one place for interview. Interaction betwesstorsinvolved in determining

price is recorded through observatioBecondary data which include formal and informal
written materials available that are either published or notgnauliand internet data sources

are reliedon for background informmmn on the topic under studyhe study area and
literature reviewof keyconcepts
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Photo 1. Respondents engaged in a€tus group discussion

Source: field survey, 2010

Data and findings during fieldwork are recorded as field notes, with tape recording of all
interviews, conversations, and group diseuss Field notes of observation at processing site
and market centers aa¢sotaken.

3.6 Methods of Data Analysis

Transcription of fielddatais done immediately after field work of every stage of the research.
Yin (1994) presented two strategies forabgmsis of case study data. One is to rely on
theoretical propositions of the study, and then to analyse the evidence based on those
propositions,the other technique is to develop a case description, which would be a
framework for organizing the case studyAnalysis of the research dais base oncase
description Yin (1984:23) defnes case study research metlagdan empirical inquiry that
investigates a contemporary phenomenon within itslifeatontext; when the boundaries
between phenomenon and text are not clearly evident; and in which multiple sources of
evi dence Thsrmethod bedp ddentify happey in their natural contexn the palm

oil industry It furtherconfer light onhow processing unit relate as a group and witters

which go beyond quantitative statistical results to understand the behavioral conditions
through the actor’s perspective

Stake (1995) recommended categorical aggregation as another means of analysis and also
suggested developing protocols to enhance thetgudlthe research. However, he favored
coding the data and identifying the issues more clearly at the analysis stage. Transcription
and coding of interviews employedo identify themes and concepts during analysis. Direct
interpretation of observatiowas employed as Eisner and Peshkin (1990) placed a high
priority on direct interpretation of events as another viable alternative to be considered.
Analysis of quantitative data is put in tabbind graphs as indicated in the data presentation
stage.
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3.7 Conclusion

In conclusion the chapter provides a general oview of the theoretical framework which
gives anoutline of how the research was carried odsamankese in West Akim district of
the Eastern Region is the primaagea of the field studyResarch was done in the form of
fieldwork involving stakeholders/ actors ipalm oil processing businessith specific
attention ongroup processa from Ekoso and Sukrong Awamfi and palm oil trader traders
Almost all interviewsare carried out at processimy operation site. Sample and sampling
methods used includeupposive samplingsnowball sampling handpickedsampling and
accidental samplingBoth qualitative and quantitative primary and secondary data
gathered from various sources for analysisd variousinterviews are conducted usirag
interview guide. Tis is done through focus group discussiame-to-one interviewsas well

as observation of happening within the processing 3ite analysis of data gathered is
through transcription, interptaion and coding.
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CHAPTER FOUR: FINDINGS OF STUDY

The essence of this section is to present the data gathered as part of the research study. It
starts with a descr i pthowthey acfindividualy ovasmgraups gr
in the act of processing which distinguish them from other groups. Channels of marketing,
buyer s’ selection, modes of access to fruits
mechanism and institutions involved are presented in this section

4.1 Gereral overview of women groups studied

41.1GrouptEkoso AAdrao group

Adra group is located 15milefom the district capital Asam&ase with 15 regular
processorsThis group is made up of individual processors who make individual decisions
regarding he quantity of palm oil to process per week, the arrangemegdtiimgaccess to

palm fruits and transportation of fruits to processing site as well as mahere are no lay
down criteria for becoming a member of this group, however you need to kmogbsdy

from this group to become a member. No prior information or knowledge is required when
leaving the group. Processors are free to leave any time they Regfardless of the
individual initiative and decision making, these processors identified gte@ssas a group

first based on their spatial arrangement.

As a group they operate at the same location, thus one spatial or geographical location of
activities They all use one semmechanized method of processing consequently producing

oil with similart ast e and col our . As a group you are
during processing and also collectively assist each other transfer or offload steamed palm
fruits from containers to milling machine.it important to note that the collectivetian of

offloading steamed palm fruits from containers to milling machine is only an obligation of all
those processing the same day. For example, if there are 5 processors processing in a day, the
first to arrive at the processing site is automaticatigt to mill and goes on ian order of

“fir st c 0 mel thé last gracessorefinishes. All & aré therefore to help the first
processor to finish milling before the next until the last person to process is done.
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Photo 2: Collective action of offloading steamed palm fruits from containers to milling
machine

Source: field survey

Though theyndividually decide among the regulbuyers whom to sell thgirocessed oil to

and the quantity to sell to each buyeder price is collectively decidedThis is done on

regular basis depending on the price of palm fruits in the market which is highly seasonal in
nature. Price can however change monthly or even twice in a month depending on the
availability of fruits in the markefThe price of 62.5 litergrry canof oil is therefore charged

the same at evergrocessing siteProcessors from this grouo not sell to nomegular

buyers who come to the processing site with money ready to bisydé&bision they admitted

to havingtaken is because some of these irregular buyers do not care whether they get people
to buy their oil during the peak season or
them during the peak season until the lean seasavhich where they might have &e
buying from during the peak seapanfmisdleyn’ t s
therefore prefer to sell to buyers that will always buy from them irrespective of the deason.
terms of getting new clients, they rely on buyers they dealtaitacommend new clients for

them. The selection of new clients is also base on knowledge or familiarity of that buyer to
processor.

4.1.2 Group 2 Sukrong Awamfi Group

This group is locatedt Sukrong Awamfi. It is 17 mileBsom Asamankese to Adieso, dii
miles from Adieso to Sukrong AwamfiYou therefore coveR4 miles in allto get to that
location from Asamankese. This groogsort to the traditional method of processing. 13
individual processors interviewed came from this community of whi@re3nen. These
processors own smadkale farms of between-25 arcs.They undertake processing activities
individually with family labour or hired labour and do not render help to each other.
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Source: field survey, 2010

They individually decide: where to buy fruits from; the quantity of palm fruits to process per
week; and way of accessing fruits for processing. They also individually decide whom to sell
their processed palm oil to and theantity to sell to each buyer. Some processors in this
group sellprocesseail to people wharenot regular customers are provided the person has
money to pay. However, these processors decided to organize themselves into a group to
enable them accessedit from financial institutions like ECOFRyhich group access is
required. They are identified as a group based on their common geographic location of
processing site and the method used in processing. This group uses the traditional method of
processig. This involves poundingooked fruits in large wooden or concrete mortars with a
wooden pestle or foot trampling the cooked fruits in specially constructed concrete troughs.
Hand squeezing to remove fibre and nuts is done afterwards using cold wateat€éheés

then filtered out and the remaining mixture boiled to allow the palm oil skim for easy
extraction.Price received for oil is the same at this processing site. With regards to use of
facilities at processmsite, you pay a token or giebdout 50@ tin of oil for use of someone

el se’s facilities for processing.

4.1.3 Similarities and Differences in Goups

Groupssimilarity is based on their common geographic location for processing and their
individuality when it comes to access to fruits andkaa They both used family and hired
labour. They also collectively charge the same price for the same quantity of oil sold at each
processing site. However there are differences in their composition and method of processing.
Group 1is made upfonlyfemal e processors and grGaupl 2 hav
permits the use of each other’' s .flhegalsbi ti es
collectively assist each other dugi processing. On the contrargroup 2 undertakes
processing activitiegdividually with only the help of family labour or hired labodmey
also make papentwi t h regards to the use of ot her p
Group 2 members are alsgell oil to noneregular buyers provided they have ready cash
unlike group 1 that only sell to recognized customers. While group 1 uses the semi
mechanized processing method group two uses the traditional method of processing.
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To sum up, processors in graupreateeconomic of scale as palm oil traders have access to
more al for different processors at the same pladest processors are able to process larger
guantities due tgroup processindgsroup processing alssnhances identity as processors are
identified by their location, processing method and quality of oil [asexkBuyers are
thereforeattraced to places that identify themselves as groups because they will never lack
access to oil at any time they visit.

4.2 Access of Raw Materials for Processing

4.2.1 Channel of Access

In the study areaeasonality antimely delivery of fruits have influence in the availability

and accessibility to palnfruits. Palm fruits are in abundance during the peak season
(FebruaryApril) of which the quantity process depends on your strength and how regular you
get customers tbuy the palm oil. While during the lean seagdualy-Decembey is quite
difficult to have access to fruies the yield is less creatirsgarcity anccompetiton. Varying

ways in having access to palm fruits for processing are therefore employed especialy

the lean season. Even though the yield for harvest of palm fruits is not stable or regular all
year round, different arrangement is made to help processor have regular access to fruits.
Three different channels or methods are employed in enswaagataegularfruits supply

for processingbuying fruits directly from farmers; buying from intermedianelso trade in

fruits (fruit vendors); and resorting to owfamily oil palm plantations fruits.Most
intermediariesusually call on phone to makerangement or inform processomhen they

have enoughiruits beforeprocessottravel from their homes in search of fruitsrom the
diagram it is evident that the most common method employed in accessing palm fruits is
through middle men/woméinuit vendos)referred to as intermediaries (57%).
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Channels of access to fruits

O Own fruits B Directly from farmers B Through intermediaries

Figure 3: channels of fruits access for processing palm oll

Source: data analysis, 2011

The large number of process@accessing fruits through intermediargn be attributed to the

fact that most processors do not come from villages with large tracks of palm treds or
palm plantation farmsAs suchthey have no direct contact with farmers. Not coming from
such communities also means that you will not know or be able to tell whiclb&domgs to

which personlt is therefore possible yotould buy from someone who might have stolen
from someone erh peoplesstedl @aimrfruits $&lloandtiflyou are not careful

you could get into trouble. According to one of the procasspEkoso, a year ago someone
brought fruits to their processing site to sell but upon interrogation she realized the man
might have stolen the fruit§ his is becauske could neither give a clear direction of where

his farm is located nor where he gbetfruits from. So she refused to buy. However another
person from the processing site bought the fruits that Tanee days later police officers
accompanied that very man to their processing site in search of the one who bought the fruits.
Shewas takenaway and asked to pay for the fruits and a fine of 500 GRadles. So to

avoid such instances you prefer to buy from intermediaries who usually come from those
areas anénow which farm belongs to which person. These intermediaries referred to as fruit
vendors (FV)have taken sourcing of fruits at farm gates and selling to oil processors, other
retailers and chop bar operators as a job. Another motivation for most processors using or
buying from intermediaries is the time invested in searching for frAicsording to a
processof r om Sukrong Awamf.i o have |little chil
long outside my village in search of fruits. | need to always get back early to take care of
them, to me is quite easier, faster with less stressndeaith FV than the farmers who prefer

to sell t h e Fruitwendoss pointermeldiariescalivays remove the fruits from
bunches and bag them before selling which makes everything easier.
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4.2.2 Mode of Access

While some processors travel perally to other towns/communities like Kade and Aboabo

in search of fruits to buy, others buy directly from farmers around their locality/community or
use own or family palm tree plantation frui@thers equallarrange with farmers to supply
fruits any tme they harvest arontract people they refer to as clients to move round and to
other villages in search of fruifer supply on regular bases. With this informal arrangement,
people contracted as fruits vendors for specific processors are paid a commisaiGhana
Cedis on each bag of fruits gotten or supplied. Below is a table indicating the number of
processors that employ a particular mode in accessing palm fruits.

Table 2: mode of access to fruits

Group 1 Group 2
Travel toother towns nearby towns 5 5
Contract people 7 2
Own farm fruits + buy from communit 3 6
farmers

Source: field work

4.2.3 Use of more than one channel for access to fruits for processing

Processors employ two or three methdaolis getting @cess to fnits for processing. The
findings indicate that majority of processors employing all methods to facilitate access to the
required quantity of fruitéor processingFrom the table below, out of 28 people interviewed

10 employ all three methods in havingcess to require quantity of palm fruits at every
processing period.

Table3: Channel of fruits access and number of processors

Mode of fruits access Number of processors
Use of own fruits 3

Buy directly from farmers 2

Buy from intermediaries(fruit vendors) 6

Own fruits + buy directly from farmers 3

Directly from framers + intermediaries 1

Own fruits + buy from intermediaries 3

Own fruits + directly from farmers 10
intermediaries

Source: field work, 2010

Processor maintainthe same source for supply of fruits. Maintaining the same source for
supply of raw material (palm fruits) built trust and enhances their opporturgsttiogfruits
even during the lean season when fruits are scarce and therefore hard to come by.
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4.3 Arrangement Facilitating Access to Fuits

4.3.1Complexity in sourcing and delivery of palmfruits

The timely deliery of palm fruits to processing side very important in the palm oil
industry. This is because lpafruits are highly perishable and bBanse is recommendeaiter
harvestin order to prevent fruits from getting rottéfhis implies that fruits irrespective of
the quantitybecomeunwholesome for consumption two weeks after harvest if not used.
Fruits vendors are therefore expectedleliver fruits on time. Aside the perishable nature of
palm fruits,the longest fruits stay before being processed the bad theatadteolourof the

oil processed. According to processors, oil from frthtst stay longer than two weeks after
harvest usualljhave bad scent and therefore usuallyot used for consumptiorHowever,
such oilscan be used for locally made soap. Though suchas#useful in thelocal soap
industry, it commend a relatively lower priceBad or partly rotten fruits is also paiesk the

half the price of fresh fruits. Fruits vendors are therefore faced with the challenged of
ensuring that fruits gathered are delivered on timdas. a way of meeting this challenged,
processor arrange with palm oil trader to release their trackeno to enable them transport
fruits from far away villagesNonethelessa fee is always charged on every sack of fruits.
According to processors, 20 pesaw@aid for each sack of fruits carried.

4.3.2 Contractual Arrangement in Getting Access to Fritis/Oil

One major activity that takes place within the palm oil processing chain is contracting.
Contractingis a common phenomenon durittte lean seasomThis is becausduring that

period fruits arehardto get and also not sold on credit, unlike geak season where fruits

are in abundance, and can be bought on credicessoreé group 1 disclose that informal
agreements are made between a processor or a number of processorgpamd cal
traderbuyer (wholesaler/retailein aid of fruits purchae for processingProcessed oil is
thensupplied to the buyer that made the agreement at the existing price. This as observed is a
routine activity in group Js a way okensuing regular access to palm fruit for processing.
Processor conversely confirm naintaining the same source for supply of fruits to enhance
access even during the lean season when fruits are hard to come by. Palm oil traders advance
money as credit to processors who in turn givetbeatcredit receivetb intermediariedike

fruit vendors (FV)who have taken sourcing of palm fruits for sale as a businesgpfay

fruits. The credit is paid back using oil. According to processors, advaooautf received

from oil buyers to fruit vendor is to get thefA{) committed to supplying athat they get

from their search to processors concern. Without such arrangeR\éittave the option to

sell to any one available with money and willing to bUlye initiative to establish contractual
arrangementisually comes from the contractan this case the buyeseeking to improve the
supply of quality productgpalm oil) and to increase capacity utilization of specific assets
Processors are therefore able to predetermine the quantity of fruits that will be supplied to
them for processing on regulébasis and oil traders assured of regular supply of
predeterminedjuantites of oil.
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4.3.3 Reason for Contractual Arrangement

One might ask why palm oil traders, processors as well as fruits vendors engage in
contractual arrangement. From the intervi@meaducted with processoithe increased need

for palm oil resulted in a rise for more palm fruits propelling such arrangements. They
recount how about three years ago, people use to bring them fruits to process before paying.
Nevertheless the high or imased demands for palm oil resulted in a competition for access
to more fruits.The seasonality nature of palm fruits also creates scarcity during the lean
season making it necessary for contracting. Credhasefore advanced to fruit vendors to
enticethem to supply all the fruits acquired to them. Since then till now if you need fruits you
pay before you are suppliedurthermore, palm oil traders reveal that because processors do
not deal with only one customer at the processing site but a numbernof such informal
arrangement are made to get the processors committed to supplying the required quantity
requested. This arrangement englrecessors to predetermine the quantity of fruits that will

be supplied for processing on regular basis and adens assured of regular supply of
predetermined quantities of oil.

4.4 Condition/ Criteria for Determining Price of Palm Qil

4.4.1 Price Determination

With regards to the study area, prices follow seasonal trends. That is peak season which is
FebruaryApril where palm fruits harvested are in abundance and very cheap to buy, and the
lean season which starts from Jilgcember. During thkean season fruits are highly soar

and therefore difficult to come byhis scenario means a fluctuation of price palm fruits

over the seasowhich directlyaffects the price of palm oil processed and sold in the market
This is because palrfruits are the main raw material used for processing palm oil. For
instance from the interview, a processor from group 1 aeldhthat beveen February and

July she paid between 8 and 10 Ghaedi€ (58 Euros) for a bag/sack (83kg) of palm fruits
andreceived between 3@5 Ghana €dis (1520 Euros) for a 62.5 litrgerrycan of oil. She
alsoacknowledged thahough pricepaid for palmfruits and palmoil fluctuates in response

to the season, i quite uniform across market cerdna the districivhich was also observed
during the time of the study. The nominal price which is the actual price you observe in the
market is theefore generallyuniform across processingtess irrespective of the location.
Nonethelesen generalprice ofpalm fruits and for that matter its odhanges on regular basis
depending on the season and yield. It depicts a higher price during the |lsan ard a
relatively lower price during the peak season indicating seasonality of price.

Thereis no laid down criteriorior determining price however, price of palm oil is derived
from the price ofpalm fruits. For instance, during the period of the @®sh in October the
price of a sack (83K of palm fruits was 25 Ghana Cedis thus a jemy(52.5 liters) of palm
oil was sold at ta processing site for 80 Ghanadis as 3 sucksof fruits process gives 1
jerrycan.
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Photo 4. Sadk of palm fruits and palm oil jerrycans

Source: field survey, 2010

This implies that an increase in the price of fruits will attracb@espondingncrease in the
price of oil processed. While processors base the price of their oil processeceonf palm
fruits, farmers inlicate that they derived thaice of palm fruits from the price of palm oil
soldatthe market square/centié.a jerry can of palm oihcreases in the market the price of
fruits will surely respond in the same directioithis was actually observed on three
occasions during the research period. For example the price of a bag/sack of pawaguits
25 Ghana Cdis in October 2010, and 80 Gha@adis for a jerrgan of oil. This however
changed to 30 Ghana cedis peg/sack of fruitand 100 Ghana @es for jerry can of palm
oil before the end of November 2010. By the end of December 2010 the price peckaf/sa
palm fruit was 45 Ghana @is with a jerry can of palm oil goinigpr between 140 and 150
Ghana Cdis.

Again, group 2 procesors belief that the method of processing influences price as buyers
taste to tell the method used. However processors in group 1 refuted this observation
admitting that taste does not tell anything about the method used neither does it influence
price. Acording to group 1 you can only tell the variety of palm fruits used by examining the
colour of the oil not the processing methdtie T e n eagrid oil'looks a little white whilst

theD u rlao coad is blackerin conclusion, palm oil price is derivéidm the price of palm

fruits and vice versa. Because of this price of palm oil fluctuates in relation to the quantity of
fruits available in the market.

4.4.2\Where Price Come Fom

Priceto some extenteflects public opinionsbaseon value or qualityof palm oil processed

which is from the variety of palm fruits used for processiidne Duravariety which is
referred to as ‘Il ocal’ receives a relatively
of its high misocrap and oil contefRrocessorsherefore pay lesprice for Dura fruits than

Tenara. For example hvereas th price of a bucket of Tenera is 5 GhanediS, the same
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guantity of Dura is between 2 Cedis 50sp&a and 3 @dis inOctober, 2010This directly
affects the price of the processat

Furthermore, palm oilne isidentified to bean external feature confronting processar
the palm oil industry. This is because palm oil tradsrwirtue of their social network and
the power of their associations are able to influence prioey are also in a better position to
determined price because credit given to processors in advaraessg palm fruits
comes from themAdditionally, palm oil traders sometimestore oil bought from process
for about three months before sellingoirder to influence prices at the retail point. However,
this does nosignificantly influence the price paid to processors at processitg since
payments might have been made earlier

Moreover forces structuring market exchange like informal insita@l regulation influence
price of palm oil In the palm oil industry, wholesaler and retailers associatiered by
market queemothers.They control the affairs in market centres. They theredoteas cartel

and are able to influence pricehisthey do by not buying from any processors who decides
to increaseprice slightly maybe due to additionadstincurredwithout their concernSo that

if a processor refusdo sell at a price agreed upon by tradbe/shestands the risk of not
getting any tader to buy the oiBase on this, it can be said that processors are price takers.
This indicates the influence of social and institutional foroéstraders associationsr
cooperationn price setting.

Price of palm oil alseomesfrom considerationsad tothe cost ofpalm oil sold at major
market centres;ost of transportation and other serviealm oil traders féer considering all
these set a pricao recover total cost and make a margin of prfiith that of price paid to
processors considéran is only given to the cost of the palm fruits used in processing to
determining price even though othaost fromfirewood and labour are equaligcurredin
production. This clearly shows the influence and power of palm oil traders in determining
price.

To concludethough price of palm oil is seasonally determined and the price of palm oll
derived from the price of palm frujtbase on interviews and observatigmiges resultdo a

large extent from forces structuring marketds like trade assocteons and social networks

This does not imply that supply and demand has no influence in price; however it is shaped
by the social and politicabfces operating in the palm oil market.

4.4.3 Market/Price Information

Processed oil is sold at processsite or at homeAs a result market traders will always
travel to these areas to bay. According to processors selling at processing site reduces the
difficulties faced in taking oil to the market and having to transport it back when is not
bought. Knovledge of existing make price is therefore useful in determining the price to
asked for at the processing site. The question one would ask is therefore how information on
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existing market price of palm oil is obtained wigncessors only sethear oil at processing
site.

Processoraicknowledge that one way by which they obfaiiite information is from major
market centers in the districts, specifically Asamenkese and Adeiso markets. Information
from group interviews indicates that processors move to rmaekgers and pretend to want

to buy oil from traders in order to obtain the market price. Others also simply ask retailers
they are familiar with selling in the market centre for information on existing market price
and base on that to price the oil saldthe processing site. For instance a processor from
group 2 made known that she has a friend who sells pal oil at Adeiso market centre. So any
time she visits the market she goes to her for information on market price. Some processors
also claim that cédague processors at different locations and palm oil traders inform them.
Majority could however not tell specifically how they get the information, but are very
certain that it does not take up to a day before they hear of price changes if it occurs.
According toa male processdrom Sukrong Awamfi, information ro prices spreads like

petrol poured on the grounid.is therefore not difficult to obtain such informatidtowever,

it is important to note that price of palm oil sold at the processing sstegitly below the

price of the same quantity sold in the market center.

45 Relationship of processor to each other and to immediate buyers

45.1 Selection of Buyers

Customer selection and retemt is important and adopted ithe palm oil industry.
Processors of palm oil reserve the sole power and free will to select or identify buyers they
wish to deal with in their chain of business. The power to select which buyer to deal with is
due to the increase demand for palm oil, creating competition amuym@gsbto have control

over processing sites.

While some processors select and retain buyers as customers others do not necessarily care
the one they sell their oil to. Buyers selected as customers come from all parts of the country
and travel to procesginsites to buy palm oil. For example some come from Accra, Kasoa
and Ashiaman to buy every Monday and Thursday. Others also come all the way from
neighboring countries like Togo to buy. Several reasons are assigned for the selection and
retention of customrs. According to McGahan and Ghemawat (19BH)g-term customers

will tolerate a higher price from a company with a proven record of service even if its
products are objectively the same as a riva
selectionand retention of a buyer as a customer is dbase the relation between the
processor and the buyer. This is based on the social networks from which they both belong to
which include coming from the same community/village or meretpugh the bond of
friendship.To processors, it is better to sell to customers who come from the same village
with you. Dealing with customers from your village or community reduces the risk of none

41



payment if oil is sold on credit. This is because their siblings live ther¢hanefore cannot
run away with your money like it happens sometimes.

According to a processor in Group 2Vé know their families, where they sit to sell in the

market and even where they stay in Accra, that case you know even if all your money is not

pa d you can trace the person for your money
guarantee processors regular mark# year round. Trust is builafter dealing with a

particular buyer for some time which helps provide market at a relatively Ipeiter for

processed oil during the peak season when processors find it difficult selling their oil. On the
contrary processors without customers assert that, they prefer not to maintain regular
customer because there is so much anxiety with having talesstpayments of oil supplied

on credit. To them is eelief from stress associated with waiting anxiously for payment of oil

which at times does not come when you need it.

4 5.2 Criteria for Selecting and Maintaining Buyers

With regards to the criterigrocessors used in identifying customers, interviews indicate that

it is based on commitment on the part of the buyer to make payment regularly when oil is
supplied It also stems from processors acquaintance with oil palm traders as well as traders
stayng and buying from them irrespective of the season and. pdicprocessors admit that

early and regular payment of oil supplied on credit is very important in maintaining customer
relationship. While 13 processors maintain regular customers based onitm@mimto
payment, 12 processors imi@in relationship withb u y ebass on the fact that they are
acquainted with them. The remaining 3 interviewed sell to no specific customer but to any
person with money ready to buy. All processors in group 1 selyhtthe three retailers

who buy from their group. But the quantity assigned to any of the buyers depends on the local
arrangement between the processor in questiontiae buyer. 10 processdrs group two
maintain buyers they know or come from the sariage with as customers while the
remaining 3 who do not actually have specific customers dealanittbody coming to the
village to buy fruits.

4.6 Marketing Channels

In the study area, two types of marketing chanastsdentified. One channel exgsbetween
processor and retailer, where processors sell the oil processed directly to retailers and they
intend sell to consumers in the market. The other involves procesatiotesale to retailer

and then to consumer.
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Figure 4: Marketing Channels of palm oll

SourceData analysis, 2011.

Marketing of palm oil is generally carried out individually by processors to recognised
customers (wholesalers/retailers) at processing site based on diffeneiition. However,

price is the same at every processing site irrespective of whom you are buying from.
Processors prefer to sell their oil at processing site because according tib ihamelief

from incuming extra cost like transportation and paymehmarket tolls in an attempt to sell

in the marketwhen in fact they might have been carrying just a little quantity of oil. This
obviously indicate how expensive it is for a processor to sell a small quantity of what is
processed in the market siredra cost will be borne by the processor, unlike the buyers who
purchase from a number of processors before transporting to the nGandgb. 1 processors

were identified to have specific customers or buyers they sell their oil to. Two of these
buyers, a& wholesalers, who buy directly from processors and sell to retailers in Asamankese
and Suhum magks respectively. fese retailers then in turn sell to consumers. The third
buyer is a retailer who buys oil directly fropnocessorsand sells in bits at Kte bu market

centre in Accra. These identified traders or buyers go into various contractual agreements
with processors for regular supply of palm oil on regular basis. In contrast to group 2, while
some processors had specific buyers or customers thewitteand flows in a channel like
indicated above, ot hers don’t and therefor
Processors within this group therefore do not engage in any contractual arrangements with
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buyers or customershey reserve thepower aml choice of when and whom to sell their
processed oil to.

4.7 Institutional mechanism in the Palm Oil Industry
4.7.1 Market Queenmothers and their role in the palm oil industry

Institutions to a large extent determine the means that people have totp®desources

and can directly influence d hee ofqodl enarlets mc c e s s
developing countries are generally controlled and dominated by independent operators who
are mostly women. The women control the market through Queen idotl® are leaders

of particular sections of the market such as the yam or tomato. Wholesalers and retailers form
associations of sellers and always appoint a market queen to be in charge of the association
and to represent their intereBach of these asciations which is coordinated and controlled

by women | eaders known as ‘Queen Mothers’
entering the markgiAdimabuno 201Q)These market queenserseeand makedecisions on
behalf of the group. Thereisalsé s upr eme” | eader regarded as t

entire market who works through the commodity leaders. The yam queen mother has over the
years, held the position of overall market queen. All other commodity queens therefore owe
allegiance to theupreme queen mother of the marlkihg and Oppong, n.d)

Institutional mechanéms are identified to existn t he pal m oi | i ndustr
access to@m fruits for processingyalm oilas well agnarket.lt is observed during the field
researclthat there exist market queens in gre#m oil business. Speaking to an actipgm

oil market queen in Adieso market cenggery market center exist a market queen for palm

oil. These small market centre queen mothers are answerable to an overatil ppleen

who is currently the Adieso queen mother. However due to old age she is inactvee st

she is asked to step in for her, even though she is not enstool as the official queen mother for
Adiesomarket. When asked why she has not been conffget she replied that enstoolment

of a new Queen mother can only be done after the death of the presentileen since

the position is held till death.
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Photo 5: Acting palm oil queen mother atAdieso marketcentre (middle)

Sourcefield survey, 2010

Traditionally, themarketqueen mothers have a great deal of control over the markets. There
are no formal qualifications for a person to be a market queen in charge of foodstuffs, such as
yams. The only condition is that therpen should be a seller with qualities such as years of
experience in the trade, ability to resolve disputes, good social relations with the members,
skills in external negotiations and should have worked for a long period at the market. The
person shouldlso have first been an assistant to a market queen to acquire the necessary
skills for the job to qualify.

Market queens are elected by the traders but the traditional authorities exercise great
influence, having the final say in who is elected. Pregeati association now has the right

to elect its own queen mother. These market queens are in charge of specific commodities
like yam, tomatoes anghlm oilin the market. They represent specific commodities sellers at
every meeting that may concern thendalso assist the metropolitan officials in collecting
daily taxes, settle disputes as well as assist new members to get spaceTioesglicen
mother for palm oil was elected by the palm oil traders associdtilbor.ganizational work is
initiated fran the marketqueenmothes. They play protective roles in the markets as they
ensure the welfare of members. In short, they are basically to see to the smooth running of the
business, serve as the mouthpiece and a liaison between the association, tireegu\eerd

the traditional house.

When a&ked what roleshe plays as an acting market queen for palnmsbé, mentioned that

she is to see to the overall benefits of the business and aid processor have access to market
any time the bring oil thee marketgell. As to how that is arranged, the acting queen mother
sai d that, any processor who brings oil to
pass through retailers in the market to sell. She arranges for the processor to sell the palm oil
to retailer in the market at a price a little lower than the prevailing market price irrespective

of the transportation cost, they then in turn sell to consumers or customers at the existing
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market price. However retailers have the right to sell out oil tieat brought to the market
before engaging in selling what is arrange for them by the market queen. Payment is made
only after the oil is sold oufhis was however not surprising sinbe tpower of cooperative
action by such associations is a remarkala¢ure of West African tradéA@dimabuno2010).

By virtue of their strong associations, traders are able to manipulate other players to their
advantageln most instances, deliberate actions are takeatlgr market players to control

the entry and supplyf@agricultural commodities to markets.

To sum up, every market centre in Ghana have a market queeis géerally elected by
associations of traders with the consent of traditional authorities. Though no formal
qualification is required for this positipexperience in the field of work is relevant. These
selected market queens have great control over the markets and represent the interest of
specific commodities sellers or traders at meeting that may concern them, engage in
organisational work and ensutiee overall welfare of members. This clearly implies that
cooperative action has the power to influence decisions in relation to price. Actions can thus
be taken by market players to exercise control the market and price.

4.8 Conclusion

Processors ofgm oil are identified as a group based on their spatial arrangement. These
groups operate or undertake their processing activities at the same location, thus one spatial
or common geographical location of processing. They individually decide where tailtsly

from, the quantity of palm fruits to process per week and who to sell their processed oil to.
They also undertake processing activities individually with family labour or hired labour.
However,they identify themselves as a group based on some conaetwvities.Varying

ways are adopted in aid of access to palm fruits for processingreddsome processors use

palm fruits from their farmsothers either buy from farmers or intermediaries (fruit vendors)
However access to required quantities forcpssing is done by using two or three methods.

But the quantity source depends on the season of which varying informal contractual
arrangements are made in aid of access to fruits. Processors tprefell their oil at
processing site because they wiltum additional cost in carrying justsanall quantity of
processed oil to the market. Selection of buyers depends on commitment on the part of the
buyer to malkhg payment on time when oil is supplied on credit. Also the social network in
which a buyer find him/herself can influence selection and retentidowever, processors

have the freedom and power to select or identify buyers they wish to sell to.

There are no lay down criteria foow price is determined. Nonetheless, phiee of palm oil

is highly derived from the price of the fruits bought for processing and vice versa.
Information on pricing isobtained by visiting major market centers and aslpatm oll
traders Informal institutional arrangements like palm oil market queenscanéerred to
represent the interest of palm oil tradefey are in charge of the palm oil business in
market centres anoversee the maeting activities of palm oilThisis characteristic of every
market centre.
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CHAPTER FIVE : ANALYSIS AND DISCUSSION

5.1 Discussion bMethods

Methods adopted for data collection are fundamental to the reliability and validation of any
research findingThis thesis research adopted methods such as field observations, focus
group discussion and individual interviews. There were howeeenge limitations with the

use of some of the methods enumerated above. Notable among them were resources (time).
Due to respondents’ nature of activities at
engage a processor in an interaction. Theyahvays very busy and not at a stable position at

the processing sitd@his poses difficulty in gathering informati@s ittook two or more days

to gather information that need not take a day to gather. This in a way diéflapedgress as

| turn to spendmore days at a processing site than initially planned. For instance, in
conducting the individual interviews with processors, it was impossible to useta gkther

all relevant information on a particular processor. It took two days or marentpletean
interview with one person. This was quite frustrating agneant a difficulty to havehe
expected information ready befdeaving.

Again with only three months in the field, it was impossible to meet with all processors in
selected study sites asnse were out of business at that time. As indicated earlier, processing
of palm oil is done all year round, however it is more prominent during the peak season
(February April) when palm fruits are in abundance and cheaper to buy than in the lean
season July-December when access is quite competitive with a relatively higher price of
palm fruits for processing. This scenario causes some processors to go out of lousingss

the lean season. The three months field research therefore only gave theheestharc
opportunity to observe and document happenings in the lean season. Information on activities
during the peak season was however based on narratives, interviews and discussions. This to
some extentlecreased the reliability and validity of findingimce there was no opportunity

of cross checking that information.

Furthermore,tte use of observation was very usedslit gaveinsight into happening in the
industry. It also offers thepportunity to establish a cordial relationship for an understgndi

of participants. However, the use of this method posed achallenge r espondent s’
were not restricted to one specific location. Processors sometimes had to leave the site to
collect palm fruits from farmers and fruits vendors who usuallywd@en they gather enough

fruits for collection. These places are usually not easily accessible by car and the means of
transport processors use are usually with only two seats for the driver and one passenger.
Researcher coultherefore not document whaappens over there but only depend on what
they say transpired ther&his is because access such places with processors was not
possible.

The effect of secret investigative journalism in the country equally pose a serious challenged

in getting peoplergsond t o questions from people they ¢
of the field research coincided with a secret investigation publication on illegal activities and
corrupt acts by some government organizations and official. This revelation thesediozed
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people away from having to accept for people to study their activities for whatever reason it
may be for. And because the general public did not know or could not tell how these
investigations are carried out and which organization is the next téngy prefer not to risk
speaking with aliens. We were therefore feared to either be part of that secret investigating
team or a new one.

Despite the identifiable constraints, triangulation of data methods and sources was adopted by
the researcher to fskt the limitations on the reliability and validity of the data. For the
purpose of the reliability and validity of data for this work, different methods such as
interviews using guided questionnaire, observation and focus group discussion were used
concurently. Aside the empirical data source obtained, secondary data was also relied upon
from the West Akim District. Alscefforts were made right from the beginnintp get
respondents understamehat the information they provided would hesed forwhile atthe

same time guaranteeing them confidentialithis was very necessary as some respondents
initially thought we were carrying out some underground investigatioms. made most of

them feel comfortable during the whole exercise and availed the infomratjuired.

5.2 Processors Access to Fruits and Market

As indicated in section 4.2, it is evident that access to palm fruits for processing is highly
seasonal and competitiv€he general principle that access depended on social identity and
purchasingpower to a large extent is paramount in the palm oil industry. Though processing
of palm oil is all year round, the access to palm fruits for processing is highly seasonal.
Varying channels and arrangements therefore employed in gettiragcess tgalm fruits.
Processors maintain the same source for supply of fidiééntaining the same sourgets
supplier of fruits committed to regularly supplyiad] they haveto processors concezd.

This alsoenhance accesgo regular supply of palm fruitsven duing the lean seasonhen

fruits are hard to come byecauseactors involvedbecome comfortable dealing with each
other due to the long term trust built over the yedtds phenomenon was explained by
Nahapiet and Ghosh (1996) citied in Tsai and Ghogl#98) as a structural dimension of
social capital which allows social interaction of which the position of an actor's connections
in a social network provides certain advantagéBis mechanism is also applied by
processors in having access to market goycessed palm oil. Grouprocessing creas
economics of scalby giving traders the opportunity to have access to more palm oil at the
same geographic location.

Results presented also revealed a dominant use of intermediaries (fruits vendors) as mode or
channel of access to fruits for processing (57%). One reasons assigned for high use of
intermediary like fruits vendors in acceggpalm fruits is thatmost processors do not come

from villages that have large tracks of palm trees or plantation andchshave no direct
contact with the farmers. Also it is quite easier, faster with less stress dealing with these
intermediaries who will always remoMeet fruits from bunches arzhgsthem beforegyou are
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asked to come for.ifThis reduces the time you wduhave invested in search and removal of
fruits from bunches before processing.

Marketsare importantor the poor in the same way thageimportantfor everyone and their
effective functioning are good for all. The marketing of agricultural producef@nthat
matter palm oil could be described as highly complex and difficult. Though Thapa and
Poudel, (2003)¢laim farmers take their produce to the local market centres and sell either to
retailers or directly to consumers, it can be said based onsrgsekentederethat the
marketing of palm oiby processorss not necssarily done at market centr&ecause the
processor incurs extra cost in an attempt toasinall quantity of what is processed in the
marketwhen that is not considered when igjlto traders. However, traders of palm oil
purchase from a number of processors before transporting to the maskee. this,
institutional structures put in places by palm oil traders and palm oil queen mothers restrict
processors from directly sellirgt market centresAlso congestion at market centres limits
processors access to space in market centres tsieialm oil traders are given thight to
space at market centreBhis is alwaysnsured and secured by representative of the various
tradea s s o c i natket queens. Palm oil traders equally reserveigfin to finish selling

thar oil before selling oil that is brought to the market centre by proce$atisnal as they

are, they refrain from taking oil to market centres to sell dileet®e hindrances

Bennett (1988 claims that in today's competitive and increasingly global maplaate,
manager s’ pl an for product dDegsionsielatingtothen as
channels of distribution for a product or service paet of the strategic marketing plan of
which the target market will have been specified along with market coverage, customer
service and so on. It is therefore not surprising to find traders or buyers of palm oil and
processorgo into informal contractl arrangement as a way of getting required quantities of

oil for customers at predetermined price. Processors in an attempt to meet the needs and
demands of their customers also go into contracts with fruit vendors and farmers for
guaranteed supply of pal fruits on regular bases for processifthis relates to the
motivations assignedby Masakure and Henson (200&)r contracting as inspiring from
market uncertainty, indirect benefitscome benefits, and intangible benefits

The results indicate thdiaving a regular customer helps to establish and build trust over a
period of time. This in no doubt encourages bsyar palm oil traderso contine to deal
with the same processor irrespective of the sea§bis isimperativebecause it enhances
accessto market during the peak season when olil is in abund&®eeral reasons are
assigned for building this social capital whicdven mad some processors establish
relationship with buyers for over 10 years. These includke reduction. @aling with
customers you are acquainted with or who come from the same village witacgouding to
processorgeduces risk of noapayment if oil issold on credit. Because it @acticaly
impossible fora buyer who refuses to pay for oil supplied on creddisappear with all the
siblings from the villageThis howeverdoes not imply that all processors hasgecific
customers. Some processors expeesdief from stress associated with waiting anxiously for
paynent of oil supplied on credit which some times takelbng.Conversantly, dealing with
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people you know at a very close level n@mpileyou to accept conditiomgou might not
have accepted under a different circumstance.

5.3 Mechanisms Facilitating Access to Fruits and Palm Oil

Contracting which hasbecome very important and pronounced in the palm oil industry of
Ghana can beregarded as a form of institutional arrangement that direct the way economic
actors cooperate or compete. This fact is driven by scarcity, competition and consumer
demandfor palm fruits andpalm oil. It is evident that buyers or traders in palm oil provide
assistance in the form of credit to processors agpg@yment for oil to be supplied-his
assistance is furthexdvanceto fruits vendorsby processorso source and suppliyuits on
regularbasis.This gesture also trickles down to the farmimnis arrangemenndicaesthe
intermediary modebdf Eaton and Shepherd (200Which shows that there are aas three

parties to contract arrangemgapalm oil trader informallycontracting gprocessowho then
contracts with druit vendor andhumber of farmergor the supply of fruitsThey however
emphasied the success ofheseinformal initiatives as dependant on the availability of
supporting servicedn the palm oil indusy social ties and the bond of friendship used as
basis for selection and retention of buyers as customers can be seen as supporting
mechanisms for enhancing complian@&is form of informal arrangemeratiso relates to

Minot (2007) definition of contradarming that indicates production carried out according to

a prior agreement. The arrangement is meant to enable processors buy fruits for processing
and also get them committed to supplying required quantities of oil deméaydeddes
concern. It also s fruits vendors committed to fulfilling required demands. Without such
arrangementsepportunistic behaviours may setka r mer s’ 0 peguwarntarkenfort y t o
fruits harvesteds assured with eelativelybetterprice.

Uzzi (1996 cited in Tsai ad Ghoshal (1998) also asserted tlaatsets that are embedded in
relationships, such as trusact as a governance mechanisBngaging in contractual
arrangement with specific people is however not out of the blue but based on commitment
and trust built oer years of working together. It also stems from the fact that these
arrangements are made between or among people that are familiar with each other or know
each other at a very close level. Though contractual arrangement aids processors access to
regular supply of fruits for processing on regular basis, it also assures traders of regular
supply of predetermined palm oil quantities.

These arrangements however have adverse effects on the pres#ssenil has to be
suppled tocovercreditreceived Quartities to be supplied are predetermined from the sacks
of fruits that can be bought from the money advance by palm oil traders. It is known and
expected that three sacks of fruits ggssed equal one jecanof palm oil The quantity of

oil to be supplieds thereforecalculated based oexisting market pricgpalm fruits. For
instancea 500 Ghana €discredit advance iexpectedo buy20 sack of palm fruitsat a cost

of 25 Ghana €diseach generating jerycans and some galloo$ palm oil when procesde

Also, if a processor is supplied with fruits that do not have much oil conteninitke Dura
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variety than Tenera, or fruits from young plants that is known to have a relatively less oll
content, the processor bears the lost in such circumstances.eAmwtance is when the
price of fruits increases after money is collectéd.indicated in the resultsripes of fruits

and oils are highly unstable during the lean seaShtianges in the price of palm frugsuld

result into debt for the processor trwell negotiatedvith the trader who gave the money
out.

5.4 Pricing and Price Determination in the Palm oil industry

Many economics maintained that prices are desirable planning instruments because the
stimulus to obtain a profit maximization outpstbuilt right in if producers are rewarded in
proportion to profits. In many instances, agricultural commodities in developing countries are
characterised by pronounced seasonality which has an effect on price. Actor@Giogdwin

et al, agricultural prducts prices reflect seasonal production patterns by being at their lowest
at peak production and highest at lean seasons (Goodwin et al., 2002). They further asserted
that it isespecially typical of perishable commodities which stay only a short tinie.of

interest to know that palm fruits are highly perishable and reflects seasonal pattern of
production.Traders in this industry therefore turn to adjust prices as the volume supply alters.
Because of this,res of palm fruits and for that matterlpaoil fluctuate in relation to the
guantity of fruits available in the market which is directly influenced by the season.

Results presented indicate tipaiice of palm oil is high during the lean season where access

to palm fruits are scares and low dgrithe peak season because of fruits abunddime.

can be attributed to the fact that harvested dalmts camot be stored for over two weeks
without getting rotten due the lack of mechanical storage facilities. It is therefore important to
acknowledgethat though the palm oil industry shows limited price variability in spatially
separated markets, price fluctuates as supply of fruits increases or decreases with respect to
season of the year.

According to Martin {974 a qualitative benchmark for pmg is set by examining similar
purchases made by customers within a target market. Pricing based upon similar product
types raises many difficultiedHowever t is appropriate that in a situation with many
independent produceof identical commodity likéhat of palm oil, a single uniform price is
named or existdt is imperative therefore for traders or buyers of palm opdyg the same
price for a specific quantity of oil no matter what is involved or where it is coming from.
Results presented indieathat palm oil price is uniform at different market centidss
system has the advantage of beiefatively easy to accomplish and provide guidelines to
price settingHoweverthe single uniform price that is name for palm oil is largely controlled
arnd manipulated by palm oil tradeM/holesalers and retailebs/ the power of cooperation
throughassociationa are able ta@wontrol and influene price of palm oil.This indicates the
influence of social and institutional forces of traders associationsige petting which
follows the assertion made Byrkheimthatprices can be understood with reference to social
institutions and network@eckert 2001, 2002 cited in Beckert, 201Rpcessors whtravel
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to relatively distance places search of palm fits or to transport palm fruits are at a
disadvantagsince other cost are not factor in when setting price. dibt®urage processors
from travelling farin search of palm fruitsvhen what is within their reach is exhausted
when fruits are scarce. @sequently, itresuls in unemployment of most processors at
certain periods of time

Smith (2003) affirmedhe identification and application aftrategic pricing that involves
determining the appropriate price level or price mechanigms has to do wit the steps

used to set prices to the appropriate letAgwever priceof palm oil is influence by forces
structuring market exchange likeade associations led by marketegamothers. Palm oil
traders by virtue of their associations act as cartel lamibfore are able to influence price.
Price is therefore an external feature confronting processor as they have limited bargaining
power when it comes to price of palm d#alm oil processor are therefore more like price
takers as results indicate themited influence as pricis base on what palm oil traders deem
just.

Furthermore, lie availability and dissemination gfice information varies by country, as

does the access to time series data. Price informatigensrally disseminated through
various means like the radio broadcasts, phone calls and SMS. Results presented indicate that
information on price is commonly obtained from the market centre and from tdzsakn

oil by simply asking.Mobile phones are also used to disseminate price intamar his
indicates to availability and easy accessibilitypotte informationby both palm oil traders

and processors which also confirms a processors assertiénithatf or mat i on about
|l i ke petrol or ker messabaged an thes thegotiate gritegaidf | o u r

at processing siteven though the final decision come from palmtalders.However,it is
relevant to note thadrice of palm oilat processing sitis usually &ss tharprice of oilsole at
market centres as tradeset price to recover their total cost and make profit.

In the net shell, though market economies eoghomic pricgheorypremise thaprices are
the result of supply and demand the palm oil industry, price is shapbg the social and
institutional forces or setting operating in the market fieldPrice resultsfrom trade
association and tirepower of cooperatiorhis does not deny that suppd demand play a
role in price changedjoweversupply and demand ashaped by the social and political
forces operating in market fields

5.4 Institutional Arrangement and Benefits
Institutions are diverse, operate on multiptale leved and undergo constant changes Leach
et al. (1999). Influence of institutions is twiold. First, to a large extent thedetermine

means that people have. Second, they direct]

Results presented indicate evidence of institutional mechanismisaving access to
productive resourceslnstitutional arrangementgreatly influenceprocessors access to
regular supply of palm fruitand access taeady marketfor processed aillt also assures
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palm oil tradersaccess to predetermined quantities d&f Accordingly Van Huylenbroeck
and Vehaegel(2001) showed this by emphasizing the iamfance of institution in linking
producers to market.

However it is interesting to know that taking palm oil to market square by processors to sell
directly to consumers is very difficult. This is because the institutiorechanisms put in
place atmarket centre do not allow anybody to walk into the market to sdltade
associations k& by Market quees control operations imarketcentres. Access to market
centres byprocess® are therefore limitedlhis compiles processors tgell to retailerseven

in market centresit a price less that the prevailing market prithis situation posses a
challenged to processors having alternative mean to selling their processed oil aside through
palm oil traders Processors therefore have no incentive taking oilmiarket centres.
Apparently the assertion by Pokharatid Thapa (2007) that price receive by producers is
noneremunerative in the absence of institutionalized services is notydplicable in this
situation Results indicate a deviation from this seaingor perception of what institution are

to provideby depictingdominance of trade associations in palm oil industry. This creates a
disincentivefor processato want totake oil to market centressen with better pricing since
someinstitutional mehanism do not provide remunerative benefationalprocessorshus
reframe from transporting palm oil to market centres to sell but sell everything at processing
site as engaging in search arrangements only give higher benefits to palradeits This

trend confirms the theory of economic rationaliss processor will choose to engage in
institutional arrangemerthatis efficient inminimising costs and maxirsing net benefits.

5.6 Conclusion

To conclude access to quantities of palm fruits is @@l determined. As a respilm oll
processors relyn contracting in accessing palm fruits. In order to gyeiplier of fruits
committed to regularly supplyingalm fruits, processors generathaintain the same source

for supply of fruits Fruits venars are mostly used getting access to regular supply of palm
fruits. This channel is to processar®re convenienwith less stressAdditionally, due to
scarcity creating competition in accessing palm fruits during certain seasons of the year,
informal contractual arrangements are made in accessing palmaindiggalm oil regularly.

With that of marketing channel for palm oil, regular oil traders are maintained to reduce the
risk associated with having access to market during the peak season wheail palin
abundanceSocial networkand social tieplay important rolsin the selection and retention

of customersAgain, institutional structures put in place by palm oil traders at market centers
does not allow processors to sell directly to consamBrocessors are therefore not
motivated to send oil to market centers but sell all at processing site even though prices at
market centers are comparatively higher.

Seasonality of palm fruits influencesige of palm oil and vice versdraders turn to @&ust
prices as volumes supply alter due to changes in the supply of palm fruits. Tirameghare

the result ofdemandand supply according tceconomic price theory, thpower of trade
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associatioa and cooperatioto some extern influencesd determingrice in the palm oll
industry. This indicates that demand augplydo not wholly influence price but askhaped
by social and political forces
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CHAPTER SIX CONCLUSION AND RECOMMENDATIONS

This section outlines the conclusion aretammendation ofthe researchBased onthe
research findings, conclusions are drawmntheresearch questions. The discussions coupled
with the drawn conclusions are the basis for the recommendatiade. This includes
recommendations for future reseasctdsuggestions for policies and projects.

6.1 Conclusion

This thesis research work adoptadcase study approach. Base on concepts reviewed a
conceptual framework was developed for analysis and discussion. The study revealed that
palm oil processing isne of the major economaxivities for womenin the Eastern Region
andcontributes significantly to thelivelihood.

With regards to the first research questiavhat procedures are followed or how do
processors have access to raw materials (palm dyuibr processing”®Even though the
abundance of palm fruits is seasonally determined, a wide range of channels are followed or
employed ingetting access tgalm fruits for theprocessing of palm oilThese could be
grouped intouse ofown oil palm plantaon fruits; buying directly from farmersand buying

from intermediaries (fruit vendorshost processors combineat least twoor moreof these
channelsn having access to qudities required for palm oil processing. Howewtie use of

fruit vendors wa identifed to be more predominanRegular access to palm fruits for
processing would have been impossible in the absent of fruit vendors.

For the second questiowhat procedures or institutional mechanisms are followed by palm
oil traders in accessingalm oil? The results of the study indicate that palm oil traders and
processors engaged in contractual arrangement as a means of having access toTpasm oil.
fact is driven by scarcity andompetitionover palm fruits and palm oil. Tradepsovide
assstance in the form of credit to processors asgagment for oil to be supplie@€Engaging

in contractual arrangemergt meant to enable processors buy fruits for processing and also
get them committed to supplying required quantities of oil demabgiedades concern.
Though contractual arrangement aids processors accessgutar supply offruits for
processing, it also assures traders of regular supply of predetermined palm oil quantities.
However it is important to note that, this arrangement putgssors at a disadvantage when

it comes to price negotiation because their source of capital is from palm oil traders.

Following the next questioiWhat criteria are used in determinifsgttingpalm oil price?, it

is evident that palm fruits that are usked the processing of palm oil reflect a seasonal
pattern of production or supply. In general, the price of palm oil is derived from the price
paid for palm fruits and vice versas a result the price of palm oil is adjusted according to
the volumes of @lm fruits in the markett shows a higtprice during the lean season where
access to palm fruits are scarce and competine low during the peak seasdue to the

abundance of palrfruits. Additionally, palm oil gice to some extenis an external feare
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confronting palm oil processorsThis is because palm oil tradeby virtue of their social
network andradeassociation arable to influence price to their advantage to a large extent
determineThis is because tharice paid to processois only basethe cost of the palm fruits
used in processingven though other resources like firewood and labour are equally
employed in production.

With regards to the questiohpw do processors relate to each otleerd to certain types of
buyers?Processors geerallyidentify themselves as a group due to their common geographic
location for processing and the method used in processing. Whiles @ibgist each other
duringprocessingsome processing grouparry out processing activities individually though
identify themselves as a groujp.can also beconcluded that processors generally base on
social ties angocial network for theselect buyersThis is to reduce the risk associated with

none payment of palm oil supplied on crellits also important toate that group processing
creates economics of scale by traders having access to large quantities of oil at the same
place.

How do processors come to deal with specific customers and igyPesults of the study
indicate the importance of social ties austomer selection and retention. It could be
concluled based on research findingisat palm oil processorsleal with customers they
know at a very close level. This is usudllyilt over a period of timéase orcommitment to
repayment on timand trust.This is because processors prefer to deal with buyers they are
familiar with or comefrom the same villagaith as a way of reducing the risks associated
with the industry.

Which institutions exist in the palm oil industry and what role do they ptag?vident that
informal institutional arrangements like contracting and market goedhersexist and play

a key role in the palm oil industry. Despite the fact that palm oil traders through market
gueens do not allow processors to easily access marhietrs, the use of contractirgable
processorsaccesspalm fruits andguarantee themeady market of processed oil. It can
therefore be concluded that informal contractual arrangements aids processors access to
regular supply of palm fruits and also givprocessors assurance to ready market. This in a
way motivates processors to stay in business and in therdongray inform farmers to
sustain productionThis also assures palm oil traders access to regular supply -of pre
determined quantities of palml.oi

To sum upprocessa employ various means in have access to palm fruits for the processing
of palm oil. They also engage in business with people they are familiar with or have close
contact with. The general notion is that price of palm oil is derfv@u the price of palm

fruits, however the price of palm fruits shows a seasonal pattern depicting a higher price
during the lean season and a lower price during the peak season. It is equally important to
note that palm oil traders by virtue of their peocative network are able ttetermine and
influence price to their benefitnstitutional arrangement like informal contracting equally
play an important role in influencing processors access to regular supply of palm fruits and
also guarantee palm oibkilers access to regular supply of palm oil.
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6.2 Recommendations

Though tedious, stakeholders in the palm oil business are generally satisfied. This is because

it is a source of livelihood for many people (especially women) in the West Akim District and

a maj or women’'s economic activity that suppo

Base orthe initiatives undertaken by NGOs, civil societies and government to boost the oil
palm industry to enhance the benefit of the palm ioilGhana, the government of Ghana
couldcdlaborate with donor partners to develop or construct storage facilities for palm fruits.
Storage facilities could help improve processors access to palm fruits all yearToisnaill

keep the fruits from rotting since it does not stay long than 2 wadeksharvesting. Having a
storage facility for both palm fruits and palm oduld alsohelp regularize/stalize prices if

well managed.

Improving marketand institutioml structuresin market centergould allow easy access to
market centers by procgsswhich intend could improve the benefit derived from the palm
oil industry by processord/ost resource are soldat the local market and since better price
is paid at market centersffats should be made bgtakeholdersn expanding market
availableto enable processors have alternative means of selling processed oil

Also government should be involved in setting the price of palm fruits andacdordingto
processorsif the governmengetsinvolved in regulating the price of palm dile power of

palm oil traders will be reduce as a premium price could be set and regulated by the
government This is becausprocessors think they are being exploited by palm oil traders.
They thereforeecommenda premium price to be set every year for palm oil iskdone for

cocoa The usefulness of this premium price goes beyond improving profits for processors
but may inform farmers to take initiatives to consesilgalm varieties. This in the lorgun

could enhance biological diversity conservation sincearebeshows palm treess being

good for biodiversity conservation.

Furtherresearchnvestigationon price setting mechanisnag palm oil and palm fruitshould
be conductedThis in a waycouldhelp the government and stakeholderthis industrytake
initiatives in safeguandg and enhancing the price setting.
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Appendices

Appendix A: Interview Guide/check list Retailers/ Sdlers

Demographic information
1. Name.............. Address........
2. Age..................  Gender...........
3. Marital status...
4. What is your level of education?
5. Are you a farmer, processor or trader of palm oil?
Description of processing group/organisation
6. What is your income actity/organisation
o0 A, Buyer b, Seller c, farmer
7. Where is the location of your business?
0 A, Kade b, Kwae
8. How long have you been in oil palm processing?
o A, 1-3years, b,-above
9. Why did you select this profession?
10. Are you in an association?
11.Why did you form/joint this association?
Access to palm fruits
12.How do you obtain palm fruits for processing?

A, buy from farmer B, buy from the market C, farm the input yourself
13.Which palm fruits do you mostly use for processing? Why?
14. Are there any arrangements in aiding access to fruits?

o0 A, financial support b, contract

15.1s there adequate supply of fruits all year round for processing?
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Seller/farmer on price fixing
16.Which buyers do you deal with?
17.How do you select particular buyerdrhy?
a, Regularity b, trust, c, price mode d, other
18.How do you decide at what price to ask for/ what influences price?
19.What criteria are used in determining prices?
20. Are any grading and quality standards applied in determining pisystgm?
a, colour b, variety c, othespecify
21.What criteria do consumers/buyers use in their choice of oil palm products?
a, price b, taste c,variety d, othspecify
22.Do you face challenges in reaching a fair @?ic
23.Who are the most important buyers?
24. Are there buyers that offer more prices compared to others?
25.How do you gather information about market/price?
26. Are there advantages or limitations of the existing market structure? Why?
27.How can it be improved if therealimitations?
Marketing of palm oil; how farmers/processors market their products
28.How is marketing organised/ how are products sold by farmers/processors?
o Visit by trader to farm
o Selling in local market
o distance market
0 Road side dwellers
o Others (if any)
29.How do you as a farmer/processor interact with the immediate buyers?
30.Who comments more authority in this chain of production?
31.How will you describe the kind of market organisation that exists within this chain?

32.How does it influence output and price sejfin
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33.What volumes are carried on each trip to the market?
34.1s there opportunity for selling more products?
35. Are any grading and quality standards applied for determining price?
36.What can be dorn® improvement on existing strategies?
Institutions in palm oil pr ocessing
37.Which institutions/organizations are involved in oil palm production chain?

38.What role do they play in promoting oil palm processing and marketing in terms of
access to raw materials, pricing and market?

39. Are there any institutional procedures gtassing raw materials?
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Appendix B: Production information/data

Cost of production

Number | Cost | Transp | Milli | Firewo | Haire | Salt | Water | Output
of of ort ng od d in jerry
process | sacks| cost labou can
ors of r
fruit
S
25=1
1 1,075/ 26.00 |8.60 |6.00 15.00 | 3.00 | - 14.3
=1144
2 300 |8.00 2.40 |4.00 3.00 [1.00]- 4=320
3 300 |8.40 2.40 |4.50 - 2.00 | - 4=320
4 125 |4.00 1.00 [1.00 - 50p |- 1.2gallon
s=100
5 150 |4.00 1.20 [3.00 - 50p |- 160
6 500 |8.40p |4.00 |9.00 - 3.00 |- 560
7 325 |5.00 2.60 |4.00 - 2.00 | - 4.2g9allon
s=340
8 350 |[5.50p |2.80 |4.00 - 2.00 | - 400
9 350 |4.00 2.80 |4.00 - 1.50] - 400
10 1000 | 8.40 8.00 |9.00 - 3.00 - 1070
11 85 - 0.60 |1.00 - 0.50 | - 90
12 350 |6.00 2.80 |6.00 - 3.00 |- 400
13 200 |8.00 1.60 |3.00 3.00 [1.00]- 180
14 75 - 3.50 |2.00 2 1.00] - 90
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15 100 |- 3.00 |2.00 - 50p |- 120
16 75 - 3.00 |2.00 - 50p |- 90
17 100 |3.00 .80 3.00 3.00 [2.00]- 100
18 100 |- 2.00 |3.00 - 40p | - 110
19 75 - 3.00 |2.00 - 50p [ 2.00 |90
20 16 - 1.00 |1.00 - 20p |- 20
21 650 |[18.00 |6.00 |4.00 6.00 |[2.00(3.00 |720
22 225 |7.00 1.80 |3.00 3.00 |1.00|2.00 |212
23 75 - 3.00 |2.00 - 50p |- 90
24 150 |- 4.00 |3.00 - 1.00|2.00 |180
25 100 |2.00 3.00 |3.00 - 50p |- 140
26 500 [10.00 |8.00 |15.00 |5.00 |2.00|5.00 |610
27 50 - 2.00 |1.00 - 20p |- 60
28 125 |3.00 3.00 |3.00 2.00 |50p |- 150

Average kilograms for a sack= 781/10= 78kg

Bags

Kilograms

1

90

2

87

3

67

63

84

82

65

78
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9 76
10 89
total 781

66



