
                                                          www.udsspace.uds.edu.gh 

 

 

 

 
 

 

 

 
 

 

 

 
 

 

UNIVERSITY FOR DEVELOPMENT STUDIES  

THE CONTRIBUTION OF INVENTORY CREDIT TO LIVELIHOOD OF ONION  

FARMERS IN THE UPPER EAST REGION OF GHANA  

TIA NABILA EMMANUEL 

2011 



                                                          www.udsspace.uds.edu.gh 

 

 

 
UNIVERSITY FOR DEVELOPMENT STUDIES  

THE CONTRIBUTION OF INVENTORY CREDIT TO LIVELIHOOD OF ONION 

FARMERS IN THE UPPER EAST REGION OF GHANA 

BY 

TIA NABILA EMMANUEL 

(UDS/MAE/0024/09) 

Dissertation submitted to the Department of Community Development, Faculty of Planning 

and Land Management, University for Development Studies in partial fulfillment of the award 

of Master of Arts in Environmental Security and Livelihood Change 

 

 

NOVEMBER, 2011 

 



                                                          www.udsspace.uds.edu.gh 

 

 

 2. 

 



                                                          www.udsspace.uds.edu.gh 

 

 

 

ABSTRACT  

The challenge facing onion farmers in Ghana is how to meet their immediate cash 

needs after harvesting while they store their produce against increased prices during the lean 

season. To address this challenge, Technoserve and Ministry of Food and Agriculture 

introduced farmers to inventory credit. Despite the popularity of the concept, its contribution 

to livelihood is not well known. This study was conducted to assess the contribution of 

inventory credit to livelihoods of onion farmers in the Upper East Region of Ghana.  

The study compared improvements in livelihood of beneficiary farmers before and 

after the inventory credit intervention, and improvements in livelihood of farmers ‘with’ and 

‘without’ the inventory credit support. Data was collected from 160 randomly selected onion 

farmers in three of the highest onion producing districts of the Upper East region and the 

facilitation NGO and financial institutions.  

The study revealed that farmer group formation, provision of improved storage 

facilities, training, credit and market sources were services provided as part of the inventory 

credit. Group membership, availability of onions as collateral, gender, savings, and high 

interest rate were factors that influenced onion farmers’ access to inventory credit. A Benefit 

Cost ratio analysis showed that inventory credit is profitable to the beneficiary farmers. The 

inventory credit contributed positively to livelihood of onion farmers through improved 

education, housing, health, income, savings and performance of social responsibilities. It 

was concluded that inventory credit contributed significantly to livelihoods of beneficiary 

onion farmers. It was recommended that NGOs should focus on farmer’s capacity building 

in areas of credit management and post harvest handling of produce and MFIs should design 

credit facilities with low interest and less bureaucracy to increase farmer’s access to credit.  
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CHAPTER ONE 

INTRODUCTION 

 

1.0 Background to the Study  

It is generally observed that low income and resource poor farmers have inadequate access 

to credit from the formal financial sector (Gulli & Berger, 1999; ILO, 2008; Fasoranti, 2010; 

Aigbokhan & Asemota, 2011). The poor are often considered as risky borrowers because they do 

not have adequate collateral (ILO, 2008; Fasoranti, 2010; Aigbokhan & Asemota 2011). 

However, the small scale and resource poor, especially women, also dominate the economies of 

most developing countries (Cheston & Lisa 2002; Athreya, 2002; ILO, 2008). Therefore, poverty 

alleviation approaches for these countries would need interventions that would empower the poor 

to increase their incomes through creation of employment opportunities (Gulli & Berger, 1999; 

Fasoranti, 2010). Kristin, 2009 has noted that, the poor people in less developed countries must 

have access to an array of flexible, cost-effective financial products and services targeted to their 

needs, including savings, credit and insurance, before such countries can achieve sustainable and 

long-term development.  

The provision of micro credit as a tool for poverty alleviation have for a long time been 

advocated by international donor agencies and governments through the creation of special 

agricultural development banks and directing commercial banks to loan to low income clients 

(Coleman, 2009). For instance, the world summit for social development held in Copenhagen in 

March 1995 particularly emphasized the importance of improving access to credit for small scale 

low income producers, especially women groups, through the revision of national regulatory 

institutional frameworks that restrict low income earners access to credit.  
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Microfinance and microcredit is expected to alleviate poverty through increased household 

incomes, women empowerment and building of social capital, facilitating household livelihood 

activities is and investment in productive assets as well as protecting against income shocks and 

reduced vulnerability (Gulli & Berger, 1999). To achieve these would require equitable and 

easy access to affordable credit by low income producers. Hence, the Microfinance World 

Summit also emphasized the need to expand financial networks, build existing networks, and 

promote attractive opportunities for savings to ensuring equitable access to credit at local level. 

Additionally, it stressed the need to promote realistic targets for access to affordable credit, 

incentives for improving access to and strengthening the capacity of organized credit systems 

to deliver credit and related services to people living in poverty and vulnerable groups. 

 

The provision of microcredit as a tool for poverty alleviation in Africa dates back to the 1970s 

(Kristin, 2009). Both government and non-governmental organisations have increased the 

outreach and access to credit to the productive poor (Cheston & Lisa, 2002). Most of these 

institutions have revised the approaches and systems to include limited or no collateral to low 

income clients. 

 

One of such interventions that have been used in Ghana to assist farmers’ access to credit to the 

inventory credit this is a concept through which farmers use their farm produce as collateral to 

access credit from financial institutions. The concept was introduced to cereal farmers by 

Technserve, a non-governmental organisation, and the Ministry of Food and Agriculture 

(MoFA) in the early 1970s. It was subsequently used for onion farmers in the Upper East 

region by the same collaborating institutions. The inventory credit concept has the  
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potential of increasing farmers’ income as well as food security. This is because the 

farmers have the opportunity of redeeming their produce for consumption during the lean 

season.  

The concept was introduced to onion farmers in the Upper East Region because 

onion production is a major livelihood activity for farmers in the region. The Upper East 

Region has the production potential and favourable environmental conditions for the 

production of onions. The cool dry weather conditions during the harmattan season and 

the presence of irrigation facilities and natural water sources such as the White Volta 

makes irrigation farming particularly onion production a profitable venture in the region.  

The commercial production of onions is gaining considerable importance in the region as 

more farmers across all the administrative districts and municipalities are becoming 

familiar with the crop. Onion cultivation has become a popular alternative to the 

commonly cultivated tomato. This is often regarded as a security crop, thus increasing 

household resilience to poverty and food insecurity. Until recently, onions were 

produced largely in the Bawku traditional area of the Upper East Region of Ghana. 

Farmers in the other districts cultivated mostly tomato on large scale and other 

vegetables on very small scale. However, the numerous challenges associated with the 

cultivation of tomatoes in Ghana such as perishability, diseases and pest and inadequate 

marketing opportunities (Clottey, Karbo, & Gyasi, 2009), have made some of the 

farmers to include onion farming as an alternative and to reduce their long run income 

risks. Whereas tomato farmers cannot store their produce during the peak season even 

when the prices are not good for them, onions when given the recommended 

temperature, humidity and other environmental factors can be stored for more than five 

months (Greer & Kuepper, 1999). This gives onion farmers an advantage over other 

vegetables as they have control over the sale of their produce. 
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Despite the abundant resources for the production of onions and the support provided by 

Government and Non-Governmental Organisations (NGOs) in the country, Ghana still depend 

on imports from other countries to meet its annual demand (Asante, 2004; Muhammad, 2008). 

The onion industry in Ghana faces several challenges along the value chain that makes it 

difficult for the country to meet its domestic demand for onion. Some of the challenges include 

lack of credible source of certified seeds, pests and diseases, high input costs, inadequate 

storage facilities and technology and highly volatile and unreliable market prices.  

As part of the efforts to reduce the marketing challenge in the onion value chain, an improved 

storage technology was introduced to onion farmers in the early 2000s by the Ministry of Food 

and Agriculture (MoFA). This improved storage technology provided adequate solar 

ventilation that reduced the post harvest losses in storage. Onion farmers could then store their 

onions for a period of three to five months by which time prices would have increased. Many 

farmers could still not store their onions because they needed money, immediately after 

harvesting, to settle their production cost, pay their children school fees and provide feeding 

and health care for their families. The concept of inventory credit was therefore, introduced to 

enable farmers to access credit that can be used to solve their financial needs while they store 

their onions.  

Under the inventory credit concept, farmers are put into groups to assemble their produce at a 

common place under an improved storage and management system. The stored produce of the 

farmers are then used as collateral for them to take loans from financial institutions to settle 

their immediate cash needs. With the inventory credit, the farmer still owns his/her produce and 

can sell it at any time with the supervision of the group leaders to  
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settle their loans (Langyintuo, 2005). When the produce is sold, the total amount of the 

money owed the financial institution (i.e. the principal, interest and other bank charges) and 

the storage cost are deducted and the balance of the money is given to the beneficiary 

farmer as his/her profit.  

Bagnikon & Wallace (2000) report that the improved storage effectively minimized 

losses from 50% to less than 20%. This they further explained resulted in farmers being able 

to make an average net profit of GH¢120.00 after paying the inventory credit loan with an 

interest of 40% as well as all other expenses.  

 

1.1 The Research Problem  

Vegetable production is an economic activity for many farmers in the Upper East 

Region of Ghana. Onion is a typical example of vegetables that have contributed to the 

livelihoods of farmers in the Upper East Region which is the major producer of the crop in 

Ghana. Onion is thus a major cash crop in the region and serves as a livelihood activity for 

most of the people.  

The greatest challenge that affects the onion industry is marketing, specifically with 

seasonal price variations. It has been observed that during the peak season, onion prices 

come down so low that farmers who sell at that time hardly break even. Meanwhile, those 

who are able to store their produce for a period of three months sometimes sell their produce 

three times higher than the price of the harvesting time (ADF, 2005). However, onion 

farmers sell their produce immediately after harvesting to meet their immediate cash needs 

such as payment of children’s school fees, health care and other social services (ADF, 

2005). The situation is even severe due to the high level of poverty and inadequate food 

supply of the  
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Upper East Region (Abane, 2008; GSS, 2005). Onion farmers in the Upper East region are 

compelled to sell their produce at very low prices immediately after harvesting to settle their 

immediate cash needs and payoff the loans they took to produce the onion. This situation 

leaves the producers with nothing in just about a month after harvesting.  

In an attempt to address this challenge, development practitioners introduced the 

Inventory Credit (lC) concept to onion farmers in Upper East Region of Ghana (Bagnikon & 

Wallace, 2000). Following the success of the concept in addressing the marketing problems 

in the onion value chain, Technoserve replicated it in some selected communities in the 

onion growing areas of the Upper East Region of Ghana. The programme was funded by the 

United States Agency for International Development (USAID) with the aim to increase 

household resilience to food insecurity and build the capacity of community based 

organisations to improve on their ability to fight food insecurity. As part of efforts to deepen 

the impact of the inventory credit concept, more improved storage facilities were constructed 

for onion farmers throughout the region to help them. The term inventory credit has become 

a household name in the area with other organisations and farmer groups referring to it as a 

solution to the marketing problems in onion production.  

Despite the popularity of the concept among farmers and organisations, there has 

been little scientific research into the profitability and the overall impact of the concept on 

the livelihood of the farmers. The improvements in the livelihoods of the beneficiaries are 

usually found in the monitoring reports of the implementers of these interventions (both 

Governmental and Non-Governmental). These forms of assessment of the performance of 

development interventions may not be reliable as they tend to be influenced by the personal 

interest of the implementers. For instance Haque & Yamau, (2009) state that some  
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organisations during programme evaluations usually intentionally sample only successful 

members of the beneficiary groups and refrain from assessing the unsuccessful and poor 

beneficiaries. Also, some beneficiaries for fear of not getting more support give inflated 

figures that are used to report about the intervention (Haque & Yamau, 2009). Therefore, the 

monitoring report about the success of the inventory credit may be viewed to be weak and 

patchy as there is little systematic analysis and documentation on the contribution of inventory 

credit to the livelihood of onion farmers in the region. Therefore, an independent investigation 

into the services offered as inventory credit and the factors influencing farmers’ access to 

inventory credit as well as how it influences the livelihood of supported farmers is required.  

 

1.2 Research Questions  

The study therefore seeks to find answers to the following research questions:  

1. What services are offered as inventory credit to the onion farmers in the Upper East 

Region?  

3. What factors influence access to inventory credit by the onion farmers?  

4. How profitable is the inventory credit to the onion farmers?  

5. How does the inventory credit influence the livelihoods of beneficiary onion farmers? 

  

 1.3 Objectives of the Study  

The main objective of the study is to assess the contribution of inventory credit to the 

livelihood of onion farmers in the Upper East Region of Ghana. Specifically, the study is 

aimed at 
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1. Describing the services that are offered as inventory credit to onion farmers in the 

Upper East Region.  

  

     2. Examining the factors that influence access to inventory credit by onion farmers.  

 

     3. Estimating the profitability of inventory credit to onion farmers.  

 

     4. Assessing the influence of inventory credit on the livelihoods of beneficiary farmers.  

 

1.4 Scope and Limitations of the Study  

            This section of the study gives an explanation of the scope and limitations of the 

study. The study aimed to assess the contribution of inventory credit to the livelihoods of 

onion farmers in Upper East Region of Ghana. To do this, the study specifically identified and 

described the services offered as inventory credit, the factors influencing onion farmers’ 

access to inventory credit, estimates the profitability of inventory credit and assessed the 

influence of inventory credit on the livelihoods of beneficiary farmers. The study was 

conducted in eight (8) communities and three out of the nine districts of the region. The study 

was limited to the three districts due to inadequate funds and time constraint to undertake the 

study on a larger scale.  

 

One of the limitations of the study was the fact that farmers relied on recall. This had 

implications on the quality of the data. To overcome this limitation, the researcher had to 

cross check most data with the facilitating NGOs and the financial institution.  

 

Secondly, most farmers did not want to disclose the real output and income. Hence 

they got from the inventory credit. Some farmers even tried to avoid being interviewed, 

especially those who thought the survey was to find out their income levels and charge them  
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to pay for the services the NGO and its collaborators rendered to their groups. Another set 

of farmers who failed to pay their loans and pushed the debt on the group to pay thought it 

was planned by the group leaders to get them pay the loan. With this, the researcher and 

the enumerators had to take some time to educate respondents of the import of the study 

before proceeding with the interviews.  

 
 
1.5 Relevance of the Study  

The three northern regions are the poorest and most food insecure regions of Ghana 

(Abane, 2008, GSS 2005). Efforts have been made over the years by governmental and non-

governmental organisations (both international and local) to address poverty and food 

security challenges of these regions. As part of the food security and poverty reduction 

strategies and efforts made, a number of irrigation facilities have been provided in these 

areas to increase food production. Most farmers on these irrigation facilities are now 

advocating for credit to acquire production inputs and to store their produce. The study 

result would therefore serve as a reliable source of information on the use of inventory 

credit as a solution to the marketing problems, not only in onions but other agricultural 

commodities.  

Since Ghana still depends on other countries to meet its national demand for onion 

(ADF, 2005), it is a good sign that the country can use the industry to improve on the 

development of the northern regions. The study will therefore help reveal the potential of 

the onion industry as a means of reducing poverty in the country.  

The study result will also contribute to knowledge on the subject of using inventory credit 

as an alternative to solving the marketing challenges in the onion value chain in Ghana, 

especially in the Upper East Region. It will contribute to increased knowledge on the 

benefits 
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as well as the profitability of the concept in addressing marketing challenges of other 

agricultural produce as well. 

 

1.6 Organisation of the Study 

The study is organised into five main chapters. Chapter one covers the background, the 

problem statement, the objectives of the study, relevance of the study and the 

organisation of the study. Chapter two which is literature review, focuses on existing 

knowledge which is related to the study. It covers areas such as the background of 

onion production, the concept of inventory credit, the concept of sustainable 

livelihood, factors affecting access to credit, the effects of credit on livelihood of rural 

people and the impact of inventory credit on rural livelihoods. Chapter three of the 

study gives a detailed description of the methodology used in addressing the set 

objectives. Chapter four presents the results and discussions whilst chapter five is 

devoted to the summary, conclusions and recommendations.  

  

 

  

  

  

  

  

 

 

 

10 



                                                          www.udsspace.uds.edu.gh 

 

 

 

CHAPTER TWO 
 

REVIEW OF RELATED LITERATURE  
 
2.1 Introduction 
 

 This chapter covers the review of literature that is related and relevant to the study. 

It consists of an overview of onion production, the concept of inventory credit, the concept 

of sustainable livelihood. It also contains factors affecting access to credit and the effects of 

credit on livelihoods of rural people.  

  

2.2 Theoretical and conceptual Issues of Credit  

Definition of Credit: There may be several definitions of credit by different people and 

institutions. The Encarta dictionary (2009) defines credit as the amount of money that a 

financial institution is prepared to lend somebody. Kemmerer (2009) also defines credit (in 

commerce and finance) as a term used to denote transactions involving the transfer of 

money or other property on promise of repayment, usually at a fixed future date. Credit 

may be defined as contractual agreement in which resources (money, services, and 

agricultural inputs) transferred from one entity to another with the promise of repayment at 

a later date. 

Types of Credit: Credit may have different types of categories, as there are different bodies 

and institutions that give and receive credit. Kemmerer (2009) identifies the principal 

classes of credit as follows:  

 

1) mercantile or commercial credit, which merchants extend to one another to finance 

production and distribution of goods;  

2) investment credit, used by business firms to finance the acquisition of plant and 

equipment and represented by corporate bonds, long-term notes, and other proofs of 

indebtedness;  
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3) bank credit, consisting of the deposits, loans, and discounts of depository institutions;  

4) consumer or personal credit, which comprises advances made to individuals to enable 

them to meet expenses or to purchase, on a deferred-payment basis, goods or service for 

personal consumption;  

5) real-estate credit, composed of loans secured by land and buildings; 

6) public or government credit, represented by the bond issues of national, state, and 

municipal governments; and 

7) international credit, which is extended to particular governments by other governments, 

by the nationals of foreign countries, or by international banking institutions, such as the 

International Bank for Reconstruction and Development.  

 Definition of Microcredit: According to Fasoranti (2010), the Central Bank of Nigeria, 

defines microcredit as the provision of credit services to those who are not traditionally 

served by the conventional financial institutions. The Microcredit summit defined 

microcredit as programs that provide credit (small loans) for self-employment and other 

financial and business services (including savings and technical assistance) to very poor 

persons, allowing them to care for themselves and their families (Reed, 2011). It however 

noted that definitions differ from country to country with the following defining criteria   

 Size - loans are micro, or very small in size 

 Target users - micro entrepreneurs and low-income households 

 Utilization - the use of funds - for income generation, and enterprise development,      

but also for community use (health/education) etc.  

 Terms and conditions - most terms and conditions for microcredit loans are flexible 

and easy to understand, and suited to the local conditions of the community.  
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According to Yunus (2011), the word microcredit has been used to mean agricultural 

credit, or rural credit, or cooperative credit, or consumer credit, credit from the savings and 

loan associations, or from credit unions, or from money lenders. Yunus (2011), with 

reference to Grameencredit, has also outlined some special and distinctive features of 

microcredit which include the following. 

 
a) The scheme promotes credit to its target as a human right.  

b) Its mission is to help the poor families to help themselves to overcome poverty. It is 

targeted to the poor, particularly poor women.  

c) It is not based on any collateral or legally enforceable contracts. It is based on “trust”, 

not on legal procedures and system.  

d) It is offered for creating self-employment for income-generating activities and housing 

for the poor, as opposed to consumption.  

e) It was initiated as a challenge to the conventional banking which rejected the poor by 

classifying them to be “not creditworthy”. As a result it rejected the basic methodology 

of the conventional banking and created its own methodology. .  

f) It provides service at the door-step of the poor based on the principle that the people 

should not go to the bank, bank should go to the people.  

g) In order to obtain loans a borrower must join a group of borrowers.  

h) Loans can be received in a continuous sequence. New loan becomes available to a 

borrower if her previous loan is repaid.  

i) All loans are to be paid back in installments (weekly, or bi-weekly).  

j) Simultaneously more than one loan can be received by a borrower.  

k) It comes with both obligatory and voluntary savings programmes for the borrowers.  
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l) Generally these loans are given through non-profit organisations or through institutions 

owned primarily by the borrowers. If it is done through for-profit institutions not owned 

by the borrowers, efforts are made to keep the interest rate at a level which is close to a 

level commensurate with sustainability of the programme rather than bringing attractive 

return for the investors.  

m) It gives high priority on building social capital. It is promoted through formation of 

groups and centers, developing leadership quality through annual election of group and 

centre leaders, electing board members when the institution is owned by the borrowers.  

 

2.3 Factors Affecting Access to Credit  

It has been observed that access to credit is far easier for some groups than for others 

(Kailas, 1990). Poor farmer access to production credit is influenced by certain factors that 

may be from financial institutions/lenders (Hollinger et. al., 2009). It is reported that rural 

farmers use warehouse receipts as collateral to receive credit (Coulter & Onumah, 2002) 

that enables them to store their produce for sometime before selling to improve their 

livelihood. This stresses the need for collateral for credit and the social capital of belonging 

to farmer based groups. In India, women were made to operate a communal account which 

enabled them to access credit from commercial banks to improve on their businesses 

(Coulter & Onumah, 2002). The minimum requirement here is the membership of a group 

and the contribution to a communal account.  

A study conducted by Akram, Hussain, Sial, & Hussain, (2008) on the agricultural 

credit constraints and borrowing behaviour of farmers in rural Punjab of Pakistan reveal that 

inadequate collateral is the most constraining factor in obtaining credit from formal sources.  
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Formation of Self Help Groups (SHGs) is also a basic requirement for accessing credit from 

micro finance institutions (Chakrabarti, 2011). As such most microfinance institutions 

disburse credit to poor women through the groups. It is believed that when loans are 

disbursed through groups, the beneficiaries do self-monitoring and put peer pressure on 

group members to facilitate the repayment of loans (Asiama, & Osei, 2007; Chakrabarti, 

2011; Javed et. al., (2006). Membership in social groups has therefore, become a necessary 

condition for accessing credit. 

 

Sebopetjit & Belete (2009) suggest that farmers’ experience, gender and marital 

status may positively affect their decisions to look for credit. They also suggest that the 

farmers’ age, educational level and membership to farmers association negatively affect 

access to credit. This is because the chances of a small-scale farmer taking credit decreases 

with age, number of years of formal education and access to arable land. This is because the 

highly educated small-scale farmer would have enough money to finance his or her 

production activities. Chesto & Lisa (2002) states that most microcredit interventions are 

usually targeted at women because they are the poorest of the poor who spend more of their 

income on their families and are very efficient in sustaining the gains of the intervention. 

 

A research conducted by Akudugu, Egyir, & Mensah-Bonsu, (2009) reveal that 

women farmers’ access to production credit in Ghana is affected by factors such as level of 

education, application procedures, access to land, income levels, farm sizes, members hip to 

economic associations, savings, type of crops grown (cash crops), interest rates and distance 

to leading institution. 
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2.4 The Inventory Credit Concept  

There are varied explanations of the meaning of the concept of inventory credit 

by different people. The meaning of the concept may depend on the type of enterprise 

in which one is engaged. For example, whereas an agricultural entrepreneur will 

define the concept in relation to farm produce, a general merchant may define it in 

relation to general goods. Brinlee (2009) define inventory credit as a business practice 

of using a company’s stock or inventory as collateral for a loan. This definition is in 

relation to a company that deals in general production and/or retail of goods. 

Businesses that should benefit from an inventory credit loan are mostly those which 

have high turnover rate for their inventory Brinlee (2009).  

From the agricultural point of view, inventory credit is defined as the use of 

securely stored, seasonal agricultural produce during harvest time as collateral for 

commercial loans (Mor & Fernandes, 2009). This form of inventory credit is also 

referred to as the warehouse receipt concept and it involves the practice of depositing 

a finished good or agricultural product in a warehouse and receiving a receipt 

certifying deposit of the good. The receipt is then used as collateral for a loan 

(Agriculture and Rural Development, 2006). The warehouse receipt system, according 

to Hollinger, Rutten, & Kiriakov, (2009), involves converting a stable storable 

agriculture commodity into a tradable item. The tradable item can be sold when the 

market price signals the best selling opportunity for the owner and the highest demand 

requirement in the marketplace. The rationale behind this concept is to create an 

opportunity for small-scale farmers to take advantage of seasonal price swings 

otherwise captured by local traders; reduce risk for banks which are skeptical of 

lending in rural areas; and enhance food security for farmers who can buy back (or 

“redeem”) their produce rather than sell it (Coulter & Shepherd, 1995; Mor & 

Fernandes, 2009). The inventory credit  
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concept is said to be profitable only when the increase in the value of the stored goods 

exceeds the costs of storage and of the borrowed funds i.e. loan principal plus interest 

payments and bank fees (Mor & Fernandes, 2009).  

Inventory credit is said to be an old concept that predates the 20th century (Coulter & 

Shepherd, 1995; Coulter & Onumah, 2002). It is observed that warehouse receipts were 

used as early as the 1830s in Chicago in the trading of grains (Coulter & Onumah, 2002). At 

that time entrepreneurs built steam-powered ‘elevators’, and multi-storey buildings to 

receive the grain from farmers and other suppliers and store it in bulk, prior to sale and 

onward shipment, and issued tradable warehouse receipts against the stock (UN, 2009). 

According to Hollinger et al., (2009), the underlying principles of lending against stored 

commodities date back to ancient times and in the United States, systems for bank lending 

against warehouse receipts have been in existence since the mid-nineteenth century. The 

inventory credit concept is therefore said to be a traditional approach used to develop 

agricultural markets in most developed and developing countries (Coulter & Shepherd, 

1995; Mor & Fernandes, 2009).  

Brinlee (2009) explain that the inventory credit concept has become important 

because most banks, especially in today’s economy, are reluctant to issue unsecured loans 

even to established companies with track records. But since inventory represents the 

company’s physical assets and has cash value if liquidated, it can be used as collateral for 

commercial loans.  

The inventory credit concept is very essential in offering a marketing solution to 

agricultural commodities, especially in the less developed economies. It is a common 

phenomenon in developing countries that prices of agricultural produce are very low at the 

peak season and can increase up to 75 to 250 percent during the lean season (Mor & 

 

17 



                                                          www.udsspace.uds.edu.gh 

 

 

 

Fernandes, 2009; Langyintua, 2005). Farmers are often compelled to sell their produce just 

after harvest, when local markets are saturated with new produce and prices are extremely 

low. Farmers sell their crops to retire accumulated debts and purchase grain, medicine, and 

after harvest, when local markets are saturated with new produce and prices are extremely 

low. Farmers sell their crops to retire accumulated debts and purchase grain, medicine, and 

other basic necessities, leaving them with little cash to invest in tools, irrigation technology, 

hand-made storage shelters, and other inputs that would help them to expand their 

production and profitability over time (Africa Development Foundation, 2005). This 

condition reduces their profits and increases their poverty. As such, farmers become food 

insecure and tend to buy food from traders at higher prices (Mor & Fernandes, 2009). 

Therefore, the warehouse receipt system improves farm income and reduces variation in 

domestic farm gate prices resulting from the farmer being able to spread sales over the crop 

year. In effect, it increases access to credit through the creation of secure collateral for banks 

to lend to farmers.  

 

2.5 The concept of Sustainable Livelihood  

Poverty and hunger have become a great concern for Governments and International 

organisations for some time now. As such, several development interventions and 

declarations have been made against these dehumanizing living conditions. One of such 

popular and current declarations is the Millennium Development Goals (MDGs) by the 

United Nations. The first MDG is to eradicate extreme poverty and hunger in the world by 

2015. It can be observed that despite the huge sums of funds and resources spent on 

implementing relief and development projects, especially in developing countries, the 

perceived improvement in the living conditions do not seem to be visible in the beneficiaries 

beyond the lifespan of those programmes. 
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This could be attributed to the fact that the interventions implemented are focused 

more on the needs of current generations without the concern for the needs of future 

generations, hence making them unsustainable. This triggered the concern of international 

donor and funding agencies such as the Department for International Development (DFID) 

of the United Kingdom and the United States Agency for International Development 

(USAID) on the need for sustainability of development interventions among the rural poor. 

Thus the on the need for sustainability of development interventions among the rural poor. 

Thus the concept of ‘a sustainable rural livelihood’ has increasingly become central to the 

debate about rural development, poverty reduction and environmental management (Haidar, 

2009; Hussein, 2002). 

 

According to Haidar (2009), the origin of the sustainable livelihoods thinking can be 

traced to the work of Robert Chambers in the mid-1980s which was further developed in the 

early 1990s. Since that time, a number of development agencies have adopted livelihoods 

concepts and made efforts to begin implementation. This made the term ‘sustainable 

livelihood’ to gain prominence as a development concept in the early 1990s, drawing on 

advances in understanding of famine and food insecurity during the 1980s.  

 

There are therefore so many definitions of sustainable livelihood as there are many 

institutions adapting and using the concept. “Livelihood comprises the capabilities, assets 

(including both material and social resources) and activities required for a means of living. 

Livelihood is sustainable when it can cope with and recover from stresses and shocks and 

maintain or enhance its capabilities and assets both now and in the future, while not 

undermining the natural resource base” (Haidar, 2009; Hussein, 2002). In the late 1990s the 

sustainable livelihoods approach gained momentum in the UK’s Department for 
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Development (DFID) with investments in research, workshops and publications (Haidar, 

2009; Hussein, 2002).  

 
2.6 Credit and Livelihood Development  

 

Credit is generally perceived to have a positive impact on the livelihood of 

beneficiaries. However, this could be untrue due to the approach commonly used by micro- 

finance institutions to assess the success of their facilities. The success of credit is often 

measured in relation to volumes of credit delivery and repayment rates. However, high 

finance institutions to assess the success of their facilities. The success of credit is often 

measured in relation to volumes of credit delivery and repayment rates. However, high 

repayment rates are often achieved through great struggle by beneficiaries to repay. Most 

beneficiaries are able to repay by borrowing from friends and relatives, selling livestock and 

foodstuff at cheaper prices, going hungry and even holding back a portion of the loan to use 

for repayment (Kantor & Andersen, 2007; Aigbokhan & Asemota 2011). Despite these 

reservations, there is empirical evidence that credit impact positively on the livelihood of 

beneficiaries. 

 
According to the Maendeleo Agricultural Technology Fund (2009), a credit facility 

extended to onion farmers in Kenya helped them to increase their yields per acre by 

hundred folds. It reported that a farmer who used to harvest about 800kg of onion from his 

or her one acre per season which could fetch him or her KSh 8,000 (approximately US$ 

102), had his or income by onion farmers was attributed to improved marketing, since the 

farmers were now able to bargain as a group and sell their produce in bulk. Credit almost 

eliminates “brokers” who buy cheaply from farmers and sell at higher prices to traders (MA 

TF, 2009). As a result of the improved earnings from onion farming, the fortunes and 

livelihoods of farmers had  
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changed. This was demonstrated in their ability to construct better houses, purchase land 

and pay school fees for their children among others.  

A research conducted to assess the impact of micro credit facility on beneficiaries of 

the Social Investment Fund (SIF) in the Central region of Ghana by Ntifo-Siaw & 

Bosompen (2008) show a positive result. It came out that group members use credit to 

increase their working capital, expand their businesses and increased their incomes. As a 

result of the increased incomes, beneficiaries were able to acquire needed household items 

such as radio and television sets, rehabilitate their houses, pay children school fees and meet 

other critical financial obligations. Additionally, family heads were reported to have 

experienced improved ability to meet the basic needs for their families, and this creates 

conditions for stable homes and family lives. The research also revealed social benefits and 

increased social capital formation. These include increased group solidarity and increased 

leadership as well as business related skills due to the training that was part of the credit 

facility.  

A work on the findings on UNDP’s projects on women and micro credit in India 

revealed that Self Help Groups (SHG) initiatives have led to increase in the ownership of 

productive assets, particularly movable productive assets such as livestock and equipment, 

diversification of sources of livelihood (men and women), access of women members to 

employment, diversification of skills and enterprises, relations of employment and returns to 

labour power and produce (Burra, 2002). The United Nations’ (2008) report on credit and 

poverty reduction showed that micro finance helps many of the world’s poor to increase 

their incomes through self-employment and empowerment. With access to small loans and 

other financial services such as savings and micro-insurance, microfinance clients, mostly 

women, have formed micro-enterprises that generate income. Through micro finance, the 

poor are able  
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to establish support networks for improving health and education in their communities. 

Microfinance also helps them meet unexpected needs arising from medical emergencies or a 

death in the family.  

The African Development Foundation (2005) report on a project implemented to test 

how much Nigerien Onion Cooperative farmers and onion resellers members could earn by 

delaying the sale of their produce. Five onion producers were each given a loan of 50,000 

CFA (the equivalent of about US$95.00) to assist them in buying onions and storing them 

for four months. When the participants sold their stocks at the height of the dry season, they 

earned an average of 260,000 CF A (i.e. US$494.00) representing a 420 percent return on 

investment.  

In effect, farmers gain from inventory credit by increasing profitability, price 

transparency and food stability while financial institutions gain by decreasing their risk 

through reduced seasonal price variability and collateral that can easily be liquidated (ARD, 

2006).  

2.7 Conceptual Framework of inventory credit and livelihood  

The aim of this research was to assess the contribution of inventory credit to the 

livelihoods of onion farmers in the Upper East Region of Ghana. Based on related previous 

research by Ntifo-Siaw & Bosompem (2008), and Olubukola & Birol (2006), the 

Sustainable Livelihood Framework was used to conceptualize the analyses.  

The key components of the framework for analysing the livelihoods of individuals 

and the communities are the capital assets, the vulnerability context and the transforming 

structures (layers of organisations both in the private and government sectors) and processes  
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national/international economic changes and changes in the governance structure as well as 

changes in the technologies used by the people. The shocks that also influence the 

availability of assets may include outbreak of diseases, flood and droughts, seasonal prices 

of produce and outbreak of crop and livestock diseases. Seasonality is about the seasonality 

of prices, production, health and employment  

The importance of the vulnerability context lies in the fact that it has a direct impact 

upon people’s asset status and the options that are open to them in pursuit of beneficial 

livelihood outcomes Ntifo-Siaw & Bosompem (2008). For instance, shocks can destroy 

assets directly (in the case of floods, storms, civil conflict, etc.). They can also force people 

to abandon their home areas and dispose of assets (such as land) prematurely as part of 

coping strategies. Trends may (or may not) be more benign, though they are more 

predictable. They have a particularly important influence on rates of return (economic or 

otherwise) to chosen livelihood strategies. Seasonal shifts in prices, employment 

opportunities and food availability are one of the greatest and most enduring sources of 

hardship for poor people in developing countries (Women’s Refugee Commission, 2009).  

The concept of sustainable livelihood among onion farmers using the livelihood 

framework is as follows: There are a number of trends in the Upper East Region that hinder 

profitability of onion farming. In the first place, onions are harvested at the time that there is 

severe hunger and need for money. This decreases the farmers’ ability to resist any price 

offered by the buyer. Secondly, there is continuous loss of soil fertility as a result of 

continuous cropping and erosion Ntifo-Siaw & Bosompem (2008). In order to increase 

yield farmers are left with the option of increasing the quantity and usage of high cost 

external inputs such as chemical fertilizers. This automatically increases their cost of 

production and  
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reduces their profit margins. Closely related to this, is the fact that there is a continuous 

increase in input prices e.g. seed, fertilizer, and pesticides. Consequently, farmers after 

harvesting will need money to pay back loans that they contract to farm. Coupled with the 

need to settle the production cost is the immediate cash needs to settle other family 

problems such as health, feeding and education. Additionally, middle men take advantage of 

farmers by offering very low and ridiculous prices for the onion since the farmer has no 

option than to sell Mor &Femandes, (2009). Population increases exert pressure on limited 

irrigation sites. This increase in demand for land results in increasing farms beyond the 

irrigable areas and consequently leading to water shortage and farmers harvesting onion 

prematurely. In such instances where the onion is of low quality due to disease, immaturity 

or mechanical injuries, they become perishable, increasing the risk of storage. In such cases 

the farmer is compelled to sell immediately after harvesting.  

A number of shocks affect onion farmers in the Upper East Region. Firstly, the 

outbreak of onion diseases affects yield of farmers that increases their vulnerability to 

poverty and food insecurity. Secondly, natural disasters in the form of perennial floods and 

rain storms during the rainy season result in loss of property such as houses, farms and 

livestock which increase the demand for improved housing (Dowla, 2009; Rippey, 2009). 

Additionally, climate change manifested in drought and flooding lead to breakages in dam 

walls and sometime very little water in dams which reduces farmers’ capacity to produce 

enough onions. Also, the increase in the prevalence of certain diseases such as Malaria, 

Cerebrospinal Meningitis (CSM) and Cholera are influenced by the weather and 

environment. These also increase the vulnerability of farmers by reducing their working 

time, increased expenditure on health care and sometimes deaths and funeral expenses.  
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Onion prices are seasonal and could increase the vulnerability of farmers. During the peak 

season, the prices are very low and cannot even help the farmers to break even. However, 

after three months, prices increase and can even reach double the price at harvest time (Mor 

& Fernandes, 2009). Farmers however, are compelled to sell their onions at the low prices 

to settle their production loans and to meet the immediate cash needs of their families such 

as health, education and socio-cultural needs such as funerals, naming ceremonies and 

marriages. 

  

Onion production is also seasonal and farmers cannot produce throughout the year to 

maximize profits. During the rainy season, the weather and atmospheric conditions are not 

favourable for onion production. This limits the farmers to only one season of production 

and when a farmer misses that period, he/she has no such opportunity until the next season 

(Dowla, 2009). This situation also makes onion farmers more vulnerable to poverty and 

hunger. 

 

There are also some seasonal cultural activities that make farmers more vulnerable. These 

include funerals and festivals that are performed during the dry season. They come with 

high expenditure such as new clothing, entertainment and sacrifices with food and livestock. 

So much financial pressure is exerted on farmers during this season that they are compelled 

to sell all their farm produce and other personal belongings. This eventually makes them 

and their households more vulnerable to poverty and hunger.  

 

The asset pentagon lies at the core of the livelihoods framework, ‘within’ the vulnerability 

context. The pentagon provides information about people’s assets to be presented visually, 

thereby bringing to life important inter-relationships among the various assets. These assets 

or capitals are the human capital (H), the Natural capital (N), the Social  
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capital (S), the financial capital (F) and the Physical capital (P). Human capital within a 

household represents the skills, knowledge, ability to labour and good health that together 

enable people to pursue different livelihood strategies and achieve their livelihood 

objectives. The natural capitals are the natural resource stocks from which resource flows 

and services (e.g. nutrient cycling, erosion protection) useful for livelihoods are derived. 

The social capitals are the social resources upon which people draw in pursuit of their 

livelihood objectives. These are developed through networks and connectedness, 

membership of more formalised groups and relationships of trust, reciprocity and exchanges 

that facilitate co-operation, reduce transaction costs and may provide the basis for informal 

safety nets amongst the poor. The financial capital denotes the financial resources that 

people use to achieve their livelihood objectives. Physical capital on the other hand 

comprises the basic infrastructure and producer goods needed to support livelihoods.  

The SLF also identifies some vital structures and processes that facilitate the 

transformation of the livelihood capital and/or assets into sustainable livelihood outcomes. 

These livelihood transforming structures and processes within the livelihoods framework are 

the institutions, organisations, policies and legislation that shape livelihood (DFID, 1999). 

These livelihood structures and processes operate at all levels, from the household to the 

international arena, and in all spheres, from the most private to the most public. They 

effectively determine: access (to various types of capital, to livelihood strategies and to 

decision-making bodies and sources of influence); the terms of exchange between different 

types of capital; and returns (economic and otherwise) to any given livelihood strategy.  

In the context of onion farmers the five livelihood capitals that are required to 

address their vulnerability include financial capital, physical capital, social capital, human 

capital and  
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natural capital. Onion fanners require financial capital to solve their immediate household 

problems. These include paying back production loans, buying food for their families and 

providing health care. They also require financial capital to rebuild their houses that were 

destroyed during the rainy season and to perform some socio- cultural obligations such as 

funerals.  

 

Social capital among onion farmers in the Upper East Region of Ghana includes the social 

groups that keep farmers together to have a collective say and power. These social capitals 

are needed to enable farmers to control the sale of their produce, for instance in fixing and 

agreeing on prices of their onions. This also enables them to advocate for their rights and 

use as collateral for loans. Onion farmers need a collective bargaining power that will 

protect them from the influence and pressure of middlemen. This social capital is expected 

to be facilitated and provided by the formation of fanner groups and organisations as part of 

the services provided under the inventory credit.  

 

Human capital has to do with the number and quality of human resource that is available for 

onion production. Some of the Human Resources include the improvement in the 

production skills and ability and quality health. This is expected to be facilitated by training 

and capacity building. As part of the inventory credit, capacity building training was 

expected to be provided in post harvest management, improved agronomic practices, record 

keeping and business management as well as group formation and dynamics. This was 

expected to increase the managerial abilities of farmers to enable them to see onion farming 

as a business and not a way of life. In addition to these, adult literacy classes were expected 

to be organized and funded to help reduce the illiteracy among onion farmers.  
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The physical capital for onion farmers include improved storage facilities that are 

lacking and hindering their ability to keep onions against the lean season. These physical 

capitals also include good roads and improved houses and infrastructure such as schools and 

hospitals. As part of the inventory credit, improved onion storage facilities were expected to 

be provided for the beneficiary communities. These were expected to be built with local 

materials to facilitate the adoption of the technology by farmers.  

The natural capitals include the natural production assets such as land, water and 

forest resources. The sustainable uses of these resources are very vital to onion farmers. In 

order to increase onion farmers’ access to land and water for farming, irrigation pumping 

machines were expected to be provided to onion farmers' groups with other inputs to enable 

them increase their production. Some experienced farmers were also expected to be selected 

and trained to increase their ability to produce onion seed. This was to increase the 

availability of seed for farmers.  

In the context of onion farming communities, there are leadership structures that 

influence the activities of farmers. These are laid down rules and regulations such as 

chieftaincy institutions, youth leadership and market associations and leadership. There are 

also government policies and structures such as the Ministry of Food and Agriculture that 

will increase the access to production knowledge and the health sector with the national 

health insurance policy to facilitate the attainment of the livelihood outcomes. The financial 

service providers such as the rural banks are also in place to facilitate the realization of the 

outcome. Influence and access to these structures were facilitated through the capacity 

building and the development of the human capital assets. Livelihood outcomes to the onion 

farmers include improved health care, education for family, increased income and saving 

and improved  
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housing facilities. Increase in social status and ability to meet the social responsibilities of the 

family such as marriage, naming ceremonies and performance of funerals are highly 

appreciated by the onion farmers.  

  

2.8 Overview of Onion Production  

Onion is scientifically known as Allium Cepa L. and belongs to the Alliaceae family 

(Messiaen, 1992). Onions are believed to be one of the oldest and important vegetables in 

continuous cultivation throughout the world (Greer & Kuepper, 1999; Boyhan & Torrance, 

2001; Muhammad, 2008). The origin of onions is not very clear, as wild forms of the crop 

have not yet been identified at any specific place (Boyhan & Torrance, 2001). Adam (2006) 

states that onions are now thought to have originated from Southwest Asia, but a wild 

progenitor is yet to be found. Grubben & Denton (2004) associates alliums to the most closely 

related species, Allium vavilovii and Allium asarense found in Iran. Boyhan & Torrance 

(2001) also believe that the centre of origin of the crop can be traced to Afghanistan and its 

surrounding regions.  

 

Onions are said to be produced commercially in at least 175 countries throughout the world 

(NOA, 2008). The crop occupies the fourth place in world production of vegetables, with a 

volume of 57.9 million tons (FAO, 2005). The Food and Agriculture Organisation (FAO) of 

the United Nations (2005) also estimates that 6.7 million acres of onions are cultivated in the 

world, producing 105 billion pounds of onions each year with approximately eight percent of 

this global onion production traded internationally.  

 

According to National Onion Association (2008), the identified top world producers of onion 

are India, China, Australia, United States of America (USA), Turkey, Pakistan, Russia,  
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South Korea, Japan and Spain. Sources from the FAOSTAT (2009) indicate that the total 

production of these countries as at 2005 was estimated at 64.101 million tons.  

The highest onion producing countries in Sub-Saharan Africa (SSA) are said to be 

Nigeria, South Africa, Niger, Senegal and Mali (African Development Foundation, 2005). 

The annual production of onion in West Africa in 2004, according to Muhammad, (2008) was 

about 1.06 million metric tons. Niger is noted to be the third leading onion producer in Sub- 

Saharan Africa, delivering about 270,000 metric tons per year, and is the primary supplier of 

onions to consumer markets in the sub region (ADF, 2005). Niger exports about155, 000 

tons/annum to countries such as La Cote d'Ivoire, Ghana, Benin, Burkina Faso and Togo 

(Asante, 2004; Muhammad, 2008).  

 
Ghana produces only about 38,000metric tones of onion annually and consumes about 

96,000 metric tons leaving a consumption gap of about 62,000 metric tons (Abbey, Danquah, 

Kanton, & Nana, 2000; Asante, 2004). The surplus demand for onion in Ghana is met by 

Kanton, & Nana, 2000; Asante, 2004). The surplus demand for onion in Ghana is met by 

importation from other nearby countries (Abbey et al., 2000; Asante, 2004). Ghana’s Ministry 

of Food and Agriculture also indicate that, onions are predominantly cultivated in the 

Northern and Upper East Regions. The Bawku Municipality, Garu-Tempane District and 

Bawku West District are the main production areas in the Upper East Region (Ministry of 

Food and Agriculture, 2006). The predominant variety in Ghana, Bawku Red, is said to have 

been introduced into the country around 1930 and was first grown at Bugri a suburb in the 

Garu-Tempane District (Sinnadurai & Abu, 1977; MoFA, 2006). Available information from 

Upper East Regional Directorate of MoFA (2010), indicates that the Upper East Region 

cultivated 1,796.66 hectares of land and produced a total of 16,013.43 metric tons of onion 

between 2002 and 2009 (see appendix I)  
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2.9 Onion Storage Technologies in Africa  

It is believed that onions can be stored for a period of six months given the required pre 

conditioning (curing) and environmental conditions (Awuku, Brese, Ofosu, & Baiden, 

1991; Greer & Kuepper, 1999; Abbey et al., 2000; Muhammad, 2008). Onion requires 

proper storage to maintain high quality and prolong its shelf life for this number of months. 

The ideal onion storage conditions are cool, dry, and well ventilated building with a 

temperature of 4.4°C to 7.2oC and a relative humidity of about 64 percent (Greer & 

Kuepper, 1999; Messiaen, 1992). When these conditions are not adequately met, a greater 

proportion of onions can spoil in storage. 

 

Most farmers, especially in less developed countries such as Ghana are unable to 

meet onion storage requirements making it very difficult and impossible for them to store. It 

has been observed that onion farmers loose substantial amounts of onions (up to 50%) and 

revenue due to storage challenges (MISTOWA, 2005; NOA, 2008). This is usually because 

farmers do not have the requisite knowledge and facilities for storage. Muhammad (2008) 

report that onion farmers in Nigeria store onions by spreading them in a room. The onion 

stores are usually made of stacks of onions covered with thatched roofs.  

 

In Niger, onions are stored in hats made of thatch to keep them at the suitable  

temperature (see appendix II). There are some strives to improve upon the storage facilities 

used in Niger. For example, an improved storage facility built with mud and straw was 

introduced to farmers in Niger in 2007 (see appendix II). In Ghana, some farmers store 

onions in their rooms under their beds. Some also remove their beds to be able to get space 

for storage. This situation makes it very difficult for them to store substantial quantities of 

onions.  

 

  

 

  

 

  

 

32 



                                                          www.udsspace.uds.edu.gh 

 

 

 

Also, due to the lack of good ventilation, the onions rot faster (Abbey et al., 2000) than they 

should.  

The improved onion storage facilities were introduced to onion farmers in Ghana in 

the 1990s by the Ministry of Food and Agriculture and Technoserve. From 2006 to 2010, 

Technoserve also implemented a Multi-Year Assistance Programme (MYAP) in the Upper 

East Region through which more improved storage facilities built with bricks and mud were 

constructed for some farmer groups. Each of the facilities constructed has the capacity to 

store about 120Mt of onion (appendix II).  

 
2.10 Challenges Facing the Onion Industry  

Several challenges affect onion production worldwide. These challenges seem to be 

the same or similar across the globe and can be classified under two headings as production 

related challenges and market related challenges.  

Among the production related challenges are difficulty in getting access to 

production inputs, disease and pest management, inadequate technical ability, irrigation and 

inadequate institutional capacity. Farmers’ access to inputs can be viewed in two 

dimensions. These are in terms of the availability of the inputs on the market and whether 

the farmers can afford to buy them. In some instances, the inputs are not available for 

farmers to buy and in other cases they may be available but very expensive for a subsistent 

farmer. For instance, Muhammad (2008) reports that onion farmers in the Sokoto State of 

Nigeria face challenges such as high cost of inputs and scarcity of the inputs such as 

pesticides. Clottey et al., (2009) identifies the constraints of vegetable farmers in the 

irrigation facilities in the Upper East Region of Ghana as exorbitant land rents, water 

charges and costs of tractor services, pesticide, seed, and  
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fertilizer and poor seed quality. Related to this is the high cost of irrigation. Since onion is 

cultivated in the dry season, it takes a lot of time and energy to water the crop throughout the 

production cycle. Where well developed irrigation facilities are available, farmers are unable 

to meet the high water usage charges. In some instances, farmers use petrol powered pumping 

machines which also results in high cost of fuel and maintenance cost of the machines. All 

these affect the productivity of onion farmers.  

Vegetable farmers also face the great challenge of high incidence of pest and disease.  

Langston (2001), states that, onion diseases can cause severe losses by, reducing yield and 

quality of marketable onions. Onion disease can occur in seedbeds, production fields and in 

storage (Langston, 2001). Adam (2006) also notes that onions are greatly affected by weeds, 

insects, and diseases. With the increase in the campaign on sustainability and environmental 

consciousness, a greater challenge in onion production today is how to produce onion crops in 

ways that are sustainable and environmentally responsible while not losing the yields 

achieved by use of crop-protection chemicals as a substitute for costly hand labour.  

Some onion farmers do not also have the adequate knowledge in handling some 

technical production techniques. These include the lack of adequate knowledge in pest and 

disease management, use of fertilizers, irrigation and water management and selection as well 

as use of improved onion varieties. Farmers, especially in developing countries are not 

properly organised to be able to take advantage of group solidarity. Whereas developed 

countries such as the USA have National Onion Associations (NOA), African countries do not 

have well organised associations. The non-existence of vibrant national producer associations 

makes it difficult for farmers to participate in taking decisions concerning the production, 

marketing and formulation of policies that affect them. For instance, tomato farmers in the  
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Upper East Region of Ghana could not access credit from the Social Investment Fund (SIF) 

or other financial institutions because they were not organised as groups or cooperatives that 

would provide collective collateral (Clottey et al, 2009) for group lending.  

Market access is one of the greatest challenges facing small scale farmers, especially 

in developing countries (Langyintuo, 2005). The situation is even serious when it concerns 

perishable products such as vegetables. Some of the specific marketing challenges in the 

onion industry are high post harvest losses due to lack of improved storage facilities, poor 

transportation network, inadequate market information on prices at the destination markets, 

lack of strong market associations due to the lack of transparency within the players and 

poor grading and packaging. MISTOWA (2005) reports that farmers in Niger incur post 

harvest losses of up to 50 percent during storage.  

Onion farmers in Nigeria, according to Muhammad (2008) also lack improved or 

scientific storage facilities to help them hold the onion for sometime so that they can also 

get good market prices. This is as a result of poor storage conditions. Like most agricultural 

products, the price of onion is often very low at the time of harvest. As a result, farmers 

make very little or no profits when they sell their onions just after harvesting. The ideal 

situation will be to store them for at least three months when prices would have increased. 

However, farmers do not have the adequate know-how to store their produce. Other factors 

that affect the storability of onions are temperature, humidity, maturity of the bulbs, the use 

of high nitrogenous fertilizers, injuries during harvesting, the amount of water and the 

presence of pest and diseases (Abbey et al., 2000).  

Transportation of onions from the production centres to the market centres is also a 

great challenge to farmers. Onions are produced in remote areas that are not easily 

accessible  
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due to the poor nature of the roads. The onions therefore stay very long in transport, especially when 

vehicles breakdown. When this happens, the onions are exposed to adverse weather the spoilage of 

the crop before it gets to the market.  

 

 
2.11 Conclusion  

These empirical studies reviewed above are the findings of similar studies conducted at 

different places using varied methodologies. Though some of them seem to support the general view 

and belief that credit can improve on the livelihoods of beneficiaries, there is the need for a further 

analysis and study into the situation of farmers in the Upper East Region of Ghana. The main gap 

identified in the literature that this study seeks to bridge is the fact that there is limited literature on 

the roles of inventory credit in improving onion production and livelihoods of onion farmers, 

particularly in the Upper East Region. 
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CHAPTER THREE 

 METHODOLOGY  

 
 
3.0 Introduction  

This chapter covers the data requirement, data sources, data collection, sample size 

and sampling procedures, analytical frame work and the study area. While this first section 

introduces the chapter, the second section gives the conceptual framework of the study. The 

third section also describes the framework that was used to analyse the data. These include 

identification and description of the services offered as inventory credit, identification and 

description of the factors influencing onion farmers’ access to inventory credit, estimation of 

profitability and assessing the influence of inventory credit on the livelihood of beneficiaries 

of the inventory credit. The fourth section of the chapter describes the sources of data and 

method of data collection. The fifth and sixth sections of the chapter provided detail 

description of the study area and the scope and limitations of the study respectively.  

 

3.1 The Study Area  

The study was conducted in the Bawku West district, Bawku Municipality and the 

Garu-Tempane district of the Upper East Region of Ghana (Figure 6.0). The Upper East 

Region shares boarders to the North with Burkina Faso, the East and West Mamprusi 

districts of the Northern Region to the South, the Republic of Togo to the East and the Upper 

West Region to the West.  

The Upper East Region has an upland soil which is mainly developed from granite 

rocks. The soils vary from sandy loan to clayey loan and are shallow and very poor in 

fertility. It is sandy, coarse in texture with low organic matter. These properties make the soil 

very  
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prone to erosion. Natural water bodies such as the White Volta provide the opportunity for 

irrigation fanning.  

The predominant natural vegetation cover of the region is the savannah woodland 

with short scattered trees and grasses that are resistant to the perennial drought conditions of 

the area. The sheanut (Vitellaria paradoxa), dawadawa (Parkia biglobosa), baobab 

(Adansonia digitata) and acacia (Acacia hockii) are the common trees of economic 

importance in the area.  

The climate is generally dry with two seasons. These are the dry season and the 

rainy season. The dry season is the period without rains that usually start from November 

and end around the middle of April each year. The dry season is characterized by cold, dry 

and dusty harmattan winds. The rainy season also last from May/June to September/October 

with an average annual rainfall between 800 mm and 1,100 mm, that is erratic and spatially 

distributed. The average temperature ranges between 14 degrees centigrade (at night) and 

more than 35 degrees centigrade (during the daytime). There is a very low humidity which 

results in the high daytime temperatures making it less comfortable for human life.  

Majority (about 80%) of the economically active population engages in agriculture 

(GSS, 2000). The common crops that are cultivated during the rainy season are millet, 

guineacom, maize, groundnut, beans, and sorghum. Due to the presence of water sources 

such as the White Volta and other small scale water-retaining structures (dams and 

dugouts), the people also engage in commercial dry season cultivation of vegetables such as 

tomatoes, onions, pepper and water melon. Other important livelihood activities include 

livestock and poultry production. The three districts (Bawku West, Bawku Municipal and 

Garu-Ternpane) are the leading producers of onion in Ghana and have been used as the case 

for the study.  
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3.2 Study Design 

 The method used in the study was a cross sectional descriptive study. Qualitat ive 

tools such as structured questionnaires and face to face interviews were also used. Eight (8) 

communities were sampled from the Bawku West district, Bawku Municipality and Garu- 

Tempane district of the Upper East region for the study. Structured questionnaires were 

developed by the researcher for the data collection. This was followed by the administration 

of the questionnaires using the individual one-on-one method. In all, one hundred and sixty 

(160) questionnaires were administered. A desk top study was also done by the researcher to 

review relevant literature on the study. The relevant data collected for the study was 

analysed with the aid of qualitative methods which include the use of tables, frequency 

distribution and percentage distribution.  

 

3.3 Population and Sampling  

The survey population was made up of adults, male and female ranging from the age of 

fifteen upwards who are onion farmers resident in the sampled communities. The multistage 

sampling method was adopted for the study. Firstly purposive sampling was used to identify 

the Bawku Municipality, Bawku West and Garu-Tempane districts for the study because of 

the large number of farmers in the three districts who are engaged in onion farming. The 

inventory credit was implemented through farmer groups in four communities in the Bawku 

West and Bawku Municipality.  These were two communities each in the Bawku West and 

Bawku Municipality that have benefited from the inventory credit system for at least one 

year. These communities were then purposefully sampled as beneficiary communities.  
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Out of these, Binaba and Soogo were purposively selected from the Bawku West district to 

participate in the study. Azumsapeliga and Binduri were also purposively selected from the 

Bawku Municipality because of their involvement in the inventory credit program. One 

additional community was randomly selected from each of the two beneficiary districts in 

addition to two non-beneficiary communities in the Garu-Tempane district.  

The third stage involved the use of simple random sampling to identify 20 

beneficiary famers from their groups for interview. Simple random sampling was also used 

to select 20 respondents in each non-beneficiary community for interview. One hundred and 

sixty onion farmers, including eighty beneficiaries and eighty non beneficiaries of the 

inventory credit concept were sampled for the study. 

  

3.4 Data Collection  

The data required for the study included the quantity of onions stored, the price at 

the time of storage, the amount of credit obtained, the length of period of storage before 

sale, the quantity of onions sold and the price after storage. It also included qualitative data 

such as the kind of services that were provided as part of the inventory credit concept and 

their perception about the benefits of the intervention in improving their livelihoods.  

The study used various types of data such as primary, secondary, quantitative and 

qualitative data. The primary data was obtained from beneficiaries and non-beneficiary 

farmers of the inventory credit in the Bawku West district, Bawku Municipality and Garu-

Tempane district in the Upper East Region of Ghana. The primary data was collected with 

the aid of a structured questionnaire designed by the researcher. All the 160 respondents 

were  
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Table 3.1: Summary of Primary Data Sources 
 

 

  

 

assisted to complete the structured questionnaire that contained both close ended and open 

ended question. 

The secondary data was also obtained from the implementing partners of inventory credit 

namely Technoserve, Ministry of Food and Agriculture (MoFA), Besfa Rural Bank, Binaba 

Women Farmers Association (BWFA) and Zuuri Organic Vegetable Farmers credit namely 

Technoserve, Ministry of Food and Agriculture (MoFA), Besfa Rural Bank, Binaba Women 

Farmers Association (BWFA) and Zuuri Organic Vegetable Farmers Association (ZOVFA). 

Relevant literature from other secondary sources such as books, Journals and publications were 

sourced and utilized.  

3.5 Analytical Framework  

This section of the study gives the methods of analysis adopted for the study.  

 

3.5.1 Identification and description of services offered as inventory credit 

One of the objectives of the study was to identify the services that are offered as part of 

the inventory credit. This analysis was a descriptive analysis that used basically qualitative 

data gathered from the farmers, the facilitation NGOs and the financial institutions. These 

include the information on what each of these partners did as part of the IC such as training 

and capacity building, linkages to other sector such as market sources, provision of inputs and 

financial resources and storage facilities. Each of the beneficiary farmers was given the 

opportunity to list the services that were provided to them by the various stakeholders. The  
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               District                         Number of communities               Number of 

respondents 

Bawku Municipal                                       3                                                      60 

Bawku Municipal                                       3                                                      60 
Garu-Tempane                                            2                                                      40 

Total                                                           8                                                     160 
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individual responses of the farmers were pooled together and summarised using statistical tables 

and presented in frequency tables.  

 

3.5.2 Identification and description of factors influencing access to inventory credit  

Another specific objective of the study was to identify and describe the factors that 

influence onion farmers’ access to inventory credit. To do this, each farmer was made to identify 

among a list of the factors those that influence his or her access to inventory credit. The 

responses of all the sampled farmers were summarized using frequency tables to identify the 

percentage of farmers associated with the various factors. The factors were further divided into 

two categories as internal and external factors. The internal factors were those that are associated 

with the farmers and their groups and those that they have direct control over them. The external 

factors were those associated with the financial institutions that provide the credit and other 

external issues.  

 

3.5.3 Estimating the profitability of inventory credit  

The study also aimed at estimating the profitability of the IC to onion farmers. This was 

done using the quantitative data collected from the farmers. These include data on quantity of 

onion stored under the IC, amount of loan taken, the interest on the loan, the quantity of onion 

sold after storage and the total revenue generated from the sale of the onions after storage. The 

profits made by each farmer was calculated by subtracting the total cost of storing the onion 

from the total revenue generated after storing for some number of months.  

The total cost (TC) of the inventory credit was estimated as the sum of total fixed cost 

(TFC) and total variable cost (TVC) as follows:  
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TC = TFC + TVC          (3.1) 

For the scope of this study, total fixed cost did not include the cost incurred in producing the 

onion. It was limited to the cost incurred in storing the onion under the IC. This was the cost of 

maintaining the storage facility and Group dues or charges. Hence;  

TFC = MC + GC         (3.2) 

Where:  

Mc = Maintenance Cost  

Gc = Group Dues  

The Total Variable Cost was estimated using the amount of credit collected, the interest and 

other cost of the credit, the storage charge on the quantity stored and cost of marketing. It was 

computed as follows:  

TVC = La + L i + SC, + Cm                       (3.3)  

Where 

TVC = Total Variable Cost  

La = Loan amount (Principal)  

LI = Interest on Loan  

Sc = Storage Cost  

Cm = Cost of Marketing  

Total revenue was estimated as the product of the quantity of produce sold and the unit 

price of produce sold. As some farmers may consume some of the onion in storage, the total 

quantity of the produce consumed was valued as the product of the quantity consumed and the 

price of the produce at the time of consumption. This was added to the revenue generated  
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from the quantity sold to give the total revenue generated through the IC. Hence the total 

revenue was estimated as:  

TR = TRs + TRc                                                                                        

(3.4) 

Where:  

TR = Total Revenue  

TRs = Total Revenue of Onions sold for cash  

TRc = Total Revenue of onion consumed and given as gifts  

In each of the two cases, total revenue (TR) was calculated as follows;  

TR = Ps * Qs + Pc * Qc                       (3.5) 

Where:  

TR = Total revenue (income)  

Ps = Price of Output Sold for cash  

Qs = Quantity of output sold for cash  

Pc = Price of Output consumed and given as gifts  

Qc = Quantity of output consumed and given as gifts  

Profit or net revenue was estimated as the difference of total revenue and total cost as 

follows:  

π = TR - TC             (3.6) 

Where: 

π = Net revenue  

TR = Total revenue from processing at a time 

TC = Total Cost of storage  

To determine the profitability of the inventory credit to onion farmers, the Benefit-Cost 

Ratio (BCR) was then computed as:  
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Where:  

n = the number of years over which benefits and costs are analysed 

Bi = the benefits of the project in year i, i = 0 to n  

Ci = the costs of the project in year i, i = 0 to n  

d = the discount rate  

The decision criterion for the benefit-cost ratio is that, the venture is profitable when the ratio is 

greater than one while a ratio less than one is not profitable. The benefit cost ratio of one will 

indicate the break-even point of production (Gittinger, 1982). 

 

 3.5.4 Assessing influence of inventory credit on livelihood of beneficiaries  

The influence of the IC on the livelihoods of onion farmers was analysed using both the 

qualitative and quantitative data collected from the beneficiary farmers and the other 

institutions. The information gathered from the one hundred and sixty (160) individual farmers 

was presented using the frequency tables and pie charts. The influence of the IC on the 

livelihoods of onion farmers was done in two forms; thus how farmers agree to the 

improvement in their livelihoods and the usefulness of the IC concept in providing the 

livelihood capital assets.  

  The analysis of the level of agreement with the ability to perform their household duties 

as a result of improvement in their livelihood was done by assessing the improvements in the 

lives of onion farmers before and after the IC intervention. The respondents were made to 

assess the level of improvement in their livelihood outcomes after accessing inventory credit. 

The response categories were from 1 to 5, where 1 = strongly disagree, 2 = disagree, 3  
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= agree, 4 = strongly agree and 5 = not sure. This was done by comparing the situation 

“before” and “after” the intervention. 

 

3.5.5 Comparison of the mean incomes of beneficiary and non-beneficiary onion farmers  

 The aim of this section was to determine the significant difference between the outputs 

(mean incomes) of beneficiaries of the inventory credit and the non beneficiaries. A student t- 

test was run on the incomes of both beneficiaries and non beneficiaries in the Bawku West 

District and the Bawku Municipality. The independent sample t-test was used to compare the 

mean incomes of farmers with the inventory credit support and those without the inventory 

credit support. 

  

The analysis was based on the hypothesis that mean income of the beneficiary farmers is 

equal to the mean income of the non-beneficiary farmers. The following null hypothesis (Ho) 

was tested against the alternative hypothesis (H1);  

 

H1: μ1 ≠ μ2 i.e. Inventory credit has a positive effect on the mean income of 

beneficiary onion farmers 

  

           H1: μ1 ≠ μ2 i.e. Inventory credit has a positive effect on the mean income of 

beneficiary onion farmers. 

 

The mean income was calculated as the net revenue generated from the sale of onion. While 

the net revenue of the beneficiary farmers was calculated as total revenue after storage of the 

onion for some time minus the cost of storage, loan amount and interest and all other 

expenses, the net revenue of the non-beneficiaries was the total revenue minus the cost 

incurred from the harvesting to the market. The difference in the two was the loan amount, 

interest on loan, storage expenses and loss of produce in storage. The analysis was done using  
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the Statistical Package for Social Sciences (SPSS). The descriptive statistics and student t-

test analysis was done using the SPSS.  
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CHAPTER FOUR 

RESULT AND DISCUSSION  

 
 
4.0 Introduction  

This chapter presents the results and discussion of the study. It covers the analysis of 

the socio-demographic characteristics of the respondents, the services offered as inventory 

credit, and the factors that affect farmers’ access to inventory credit. It also gives an 

estimation of the profitability of inventory credit as a solution to the marketing problems in 

the onion value chain in the Upper East Region of Ghana as well as the influence of 

inventory credit on the livelihood of onion farmers.  

 

4.1 Socio-Demographic Characteristics of Respondents  

This section covers social and demographic information about the respondents. 

These include the age distribution, gender and marital status, level of education and sources 

of livelihood of respondents.  

 

4.1.1 Age of the respondents  

The study results revealed that most of the respondents are between the ages of 20 to 

60 years. This is attributed to the fact that onion production is labour demanding and those 

below the age of 20 or above 60 years are not economically active (Table 4.1). As such, 

they are unable to meet the labour demands in onion production. Whereas about 90% of the 

respondents who benefited from the inventory credit are within the age of 20 to 60, about 

95% of the respondents who have not benefited from the inventory credit are within the age 

of 20 to 60 years. This means that there is no clear difference between the beneficiary and 

non beneficiary onion farmers in terms of their ages.  

 

48 



                                                          www.udsspace.uds.edu.gh 

 

 

Table 4.1 Age distribution of respondents 

 

4.1.2 Gender of the respondents 

 Majority (51%) of the beneficiary farmers were females with the others (49%) being 

males (Figure 4.1). This means that the inventory credit concept is gender sensitive. The fact 

that more women are benefiting from the inventory credit than men is in line with the literature 

that women are credit worthy than men and are the target of most credit interventions, Cheston 

& Lisa, (2002). It is also an indication that onion production is a livelihood activity for both 

male and female farmers in the Upper East Region. Therefore, an increase in the access to 

inventory credit for onion farmers will not only contribute to increase in household income and 

food security, but also address the gender based discrimination in access to production 

resources.  

 

Whereas about 51 % of the beneficiary respondents were found to be women, only 46% 

of their counterparts who did not benefit from the inventory credit were women. This means that 

given the necessary support, more women will be encouraged to go into onion production and 

related income generating activities.  
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Age Group  

Beneficiaries  Non Beneficiaries  Total  

Frequency  
Percentage  

(%)  
Frequency  

Percentage  

(%)  
Frequency  

Percentage  

(%)  

< 20 years  1  1.3  4  5.0 5  3.1  

20 - 30 years  5  6.3  49  61.3 54  33.8  

31 - 40 years  20  25.0  25  31.2 45  28.1  

41 - 50 years  22  27.5  2  2.5 24  15.0  

51- 60 years  25  31.2  0  0.0 25  15.6  

>60 years  7  8.7  0  0.0 7  4.4  

 Total  80  100.0  80  100.0 160  100.0  

Source: Field Survey Data, 2010  
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Table 4.2: Marital Status of Respondents

The result reveals that onion production is a source of livelihood for all the classes of the 

population. Hence increasing the access to credit and marketing opportunities in the onion value chain 

could reach out to different categories of people from the married to the widowed. This means that the 

inventory credit interventions targeted the vulnerable populations who are the widows in communities. 

  

4.1.4 Educational background of respondents  
 

In all, the highest level of education for 57% of the respondents was non-formal education 

through the Non-Formal Education Division of the Ghana Education service (GES). About 21 % of 

them also stopped schooling at the Primary level and nine percent stopped schooling at the Junior 

High School level. Also about 11 % of them had completed Senior High School with only one 

percent of the respondents having attained tertiary education (Table 4.3). 

The result is consistent with the results of the 2000 National Population and Housing Census 

which showed that 49.9% of the adult population of 15 years or more in Ghana are totally illiterate 

(GSS, 2000). The educational level of farmers is very vital to the success of  
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Marital 

Status 
Beneficiaries  

                            

                     Non Beneficiaries                     Total 

                                                                                   

 

 

Married  

Single  

Widowed  

Separated  

Total  

Frequency  
Percentage  

(%)  
Frequency  

Percentage  

(%)  
Frequency 

Percentage  

(%)  

68  85.0  79  98.7  147  91.9  

3  3.7  0  0.0  3  1.9  

1  1.3  1  1.3  2  1.2  

8  10.0  0  0.0  8  5.0  

80  100.0  60  100.0  160  100.0  

Source: Field Survey Data, 2010      
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Table 4.3: Educational background of respondents  

 

 

 

 

4.1.5 Livelihood activities of respondents  

About 89% of onion farmers are into crop farming as their main source of livelihood (Table 

4.4). About 91% of the beneficiary respondents are into crop farming as their main source 

of livelihood, and about 86% of the non beneficiary onion farmers are into crop production 

as their main source of livelihood. Onion farming is done mostly in the dry season while 

other crops such as cereals and legumes are cultivated during the main season. These other 

crops are usually the main staples such as maize, millet and sorghum which are used for 

feeding their families. About two percent of the beneficiary onion farmers are engaged in 

petty trading, a good number (11%) of the non beneficiary onion farmers are also engaged 

in petty trading. About 4% of the beneficiary respondents were also regular salary workers 

while none of the non beneficiary respondents was a salary worker. This means that onion 

farming  
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the inventory credit. This is because it influences the quality of agricultural labour 

(Sebopetjit & Belete, 2009; Akurugu et. al., 2009), especially the level of adoption of new 

and improved technologies and farming practices. For instance onion farmer’s ability to 

keep accurate records and monitor the market trend of their commodities can affect the level 

of profits. 

 Frequency  
Percentage  

(%)  
Frequency  

Percentage  

(%)  
Frequency  

Percentage  

(%)  

Non-formal  

education  
55  68.8  36  45.0  91  56.9  

     
Primary  

JHS/MS/Vocation

al  

SHS  

Tertiary  

10  12.5  24  30.0  34  21.2  

8  10.0  7  8.8  15  9.4  
5  6.2  13  16.2  18  11.2  

2  2.5  0  0.0  2  1.3  

Total  80  100.0  80  100.0  160  100.0  

Source: Field Survey Data, 2010  

Level of Education                   Beneficiaries                     Non Beneficiaries                      Total 
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Table 4.4 Distribution of respondents by occupation 

 
 

is not a livelihood activity for only the unemployed but all classes of people in the growing area.  

Onion farmers also engage in other livelihood activities to supplement their family income. 

About 88% of the beneficiary respondents are into livestock rearing as secondary livelihood, 

with only 19% of the non beneficiary respondents are into livestock rearing as a secondary 

livelihood. About 55% of the beneficiary respondents are also into petty trading with only nine 

percent them of the non beneficiary respondents are into petty trade. About 20% of the 

beneficiaries are also into agro-processing as their secondary livelihood with only one percent 

of non beneficiary respondents are into agro-processing. This means that the beneficiary 

farmers who are mostly women are able to raise some capital for the other income generating 

activities. 11 % of the beneficiary respondents are still engaged in crop farming as their 

secondary livelihood, 61% of the non beneficiaries are still relying on the crop farming as their 

minor livelihood. The beneficiary farmers are able to engage in other livelihood activities due 

to the increase in income and business development skills acquired. The non beneficiary 

farmers may not be able to enter into other livelihood activities due to the lack of capital and  
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 Frequency  
Percentage  

(%)  
Frequency  

Percentage  

(%)  
Frequency  

Percentage  

(%)  

Crop Farming 

 
73  91.2 69 86.3 142  88.8  

Livestock rearing  

Petty Trader  

Agro-processor 

 

2  2.5 0 0.00 2 1.2 

2  2.5 9 11.2 11 6.9 
0  0.0 2 2.5 2 1.2 

Regular Salary 
worker 

3 3.8 0 0.0 3 1.9 

Total  80  100.0  80  100.0  160  100.0  

             Source: Field Survey Data, 2010  
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low income levels, given that proceeds from the sale of their onions are mostly used to defray 

the cost of inputs and other family needs. However, the beneficiary farmers are able to use the 

credit to pay off their production cost and solve their immediate cash needs while the onion is 

stored against the lean season. During the lean season the onions are sold at higher prices to 

pay for the loan and the balance used as capital to start other activities such as livestock rearing 

and petty trading.  

 

4.2 Services Offered as Inventory Credit to Respondents  

The specific objective of this section is to identify the services that are offered as 

inventory credit to onion farmers in the Upper East Region of Ghana. Three key stakeholders 

were identified who provided the services required as part of the inventory credit to onion 

farmers in the study area. These are the facilitating NGO (i.e. Technoserve and the local  
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 6. 

partners such as BWF A and ZOVF A), the Besfa Rural Bank which provided the credit and 

the farmers who need the assistance to store the onion. This section therefore contains the 

result on the services that are offered as inventory credit to onion farmers by these key 

stakeholders. Among them are, group formation, provision of improved storage facilities, 

group capacity building through training, market facilitations or linkages and credit 

facilitation or guarantee.  

4.2.1 Farmer group/formation  

Formation of active farmer based organisations or groups are one of the services 

provided as inventory credit. Farmer based organisations are formed by the interested 

farmers identifying themselves with a common interest and goal. This is through regular 

meetings through which the facilitation institution takes members through group dynamics 

and formation exercises. Very serious members after going through all the stages of group 

formation (i.e. forming, storming, norming and performing) emerge as committed groups 

members who participate in the inventory credit.  

Majority (51%) of the beneficiary respondents of the inventory credit acknowledged 

that Technoserve (the facilitating NGO) and its collaborating partners (MoFA, ZOVFA and 

BWFA) facilitated the formation of farmer groups in their communities. There was no much 

difference in responses across the districts as 65% and 63% of respondents from the Bawku 

West and Bawku Municipality respectively identified group formation as one of the key 

services provided by the facilitation organisations and the communities. This result is 

consistent with the idea that many poor people do not have the type of asset that can be used 

as collateral (Burra, 2001) and they may find it difficult to find somebody willing to act as 

their personal guarantor for loans from financial institutions. Therefore, many microfinance  
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organisations have replaced individual loans with group loans where the group accepts 

responsibility for repaying the loans taken out by its members (Asiama & Osei, 2007).  

4.2.2 Provision of Improved Onion Storage Facilities  

As part of the services provided under the IC, fanners confirmed that they were 

provided with improved storage facilities to enable them store their onions. The farmers 

interviewed confirmed that improved storage facilities, with solar ventilations that improve 

the aeration in the structure, were constructed for them. Information gathered from 

Technoserve office in Bolga indicates that a total of 16 storage facilities were constructed 

between 2006 and 2009 in the study area. The improved storage facilities were constructed 

with bricks and roofed with Aluminium roofing sheets. Unlike the normal rooms of the 

farmers which do not have adequate ventilation, the improved storage facilities were 

constructed with many windows and ventilations holes that increase the free movement of 

air in the facility.  

There are also storage shelves that provide enough space for the storage of onion and 

facilitate easy movement within that store for inspection, stock taking and removal of 

produce (see pictures in appendix V) This increased the durability of the building. The 

provision of the storage facilities was to increase the capacity of onion farmers to store more 

onions to take advantage of price increases. Members of the warehouse management 

committees were selected by the farmer groups and trained by Technoserve in store 

management and inventory control.  

Majority (67%) of the beneficiary farmers confirmed the provision of improved 

storage facilities in their responses that they stored their onions in the group or community  
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The provision of the community storage facilities has positively affected the 

decision of farmers to store their onions. Over 72% of the respondents indicated that they 

store their onions for some time before selling them (Table 4.4). The period for storage is 

usually between four to six months (April to September). The remaining 28% of the 

respondents do not store their onions but sell immediately after harvesting to middlemen.  

It therefore, means that farmers are willing to store their onions to attract higher 

prices but are unable to do so due to problems such as lack of good storage facilities and 

the need for money to meet their immediate cash needs. Some of those who usually sell 

their onion immediately after harvesting are those who crop very early in the year 

(MISTOWA, 2005; NOA, 2008). At the time of their harvest, prices are often good such 

that they can make some profits. One other factor that pushes such farmers to sell 

immediately is the fact that such onions usually contain a lot of water and cannot store for 

long.  

Comparing the situation of beneficiaries to the non beneficiaries, 25% of the 

beneficiary farmers said they sell their onions without storage because they need money 

immediately as against 86% of the non beneficiaries for the same reason. About 75% of 

the beneficiaries cited the perishability as a reason while 11% of the non beneficiaries 

cited the same reason for not storing. Whereas none of the beneficiaries cited lack of 

storage space as a reason for not storing, 2.5% of the non beneficiaries cited the same 

reason for not storing their onions. This therefore means that farmers supported under the 

inventory credit are able to store their own more than those who are not supported.  
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for the reason why some beneficiaries of the inventory credit program could not answer that 

training was provided as part of the services.  

The issues that beneficiaries of the inventory credit were trained in include the best 

practices of onion production, post harvest handling and storage, group dynamics and basic 

business management, marketing and bookkeeping. They were also educated on the need to 

gather their produce to sell in bulk which gives them more bargaining power than when 

they sell as individuals. Through this, some of them emerged as onion traders who take 

group produce to the major markets in Bolgatanga, Tamale, Techiman, Kumasi and Accra 

to sell. This result is consistent with a report by ADF (2005) that a programme aimed at 

assisting onion farmers in Niger to store and sell their onion during the lean season also 

provided training and capacity building services such as business management, 

bookkeeping and marketing. Bayes (2011) states that NGO credit programmes in rural 

Bangladesh do not only bring about rapid economic improvement in the situation of women 

but also hasten their empowerment. He added that the NGO credit members are reported to 

be more confident, assertive, intelligent, self-reliant and conscious of their rights.  

 
4.2.4 Credit and loan facilitation  

The study revealed that farmers were more able to access credit from financial 

institutions through the facilitation of the NGOs. As indicated in Table 4.5, a total of 65 

farmers or about 81 % of supported farmers reported that they had credit through the 

facilitation of the NGO. In terms of districts, 85% of farmers reported loan facilitation and 

guarantee as a service that was provided by the facilitating institutions in the Bawku West 

district. In the Bawku Municipality, 78% of the supported farmers also agreed that their 

loans  
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were facilitated and guaranteed by the facilitating institution and its collaborators. The total 

amount of credit received by the farmers under the inventory credit as loans was 

GH¢16,960.00 made up of GH¢11,485 and GH¢5,475.00 for the Bawku West district and 

the Bawku Municipal respectively.  
Table 4.5: Amounts Applied and Amount received as inventory credit.  

Group Name  

No. of Bags  

stored  

(Bag) 

Amount  

Applied for  

 (GH¢) 

Amount Received  

 (GH¢)  

Rate of  

Rationing  

BWFA  104  2,080.00  2,080.00  
75% per 

bag  

Soogo  627  12,540.00  9,405.00  
75% per 

bag  

Azumsapeliga  135  2,700.00  2,025.00  
75% per 

bag  

ZOVFA  230  4,600.00  3,450.00  
75% per 

bag  

Total  1,096.00  21,920.00  16,960.00  
75% per 

bag  

            Source: Technoserve,2007  

Some of the sources of the loans were the BESSFA Rural Bank in Bawku and Garu as 

well as the Smallholder Credit and Input Management Project (SCIMP) loans through the 

Agricultural Development Bank (ADB) in Bawku. The groups were introduced to the banks and 

that facilitated the opening of accounts with the banks and subsequent release of credit to the 

groups. The disbursement of the credit to groups was facilitated by the NGOs through the 

capacity building training and group formation which was an essential requirement by the 

financial institutions. With the trust that the NGOs will continue to monitor the performance of 

the groups and their activities, the financial institutions were not afraid of giving out credit to the 

farmers.  
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Service                                Description of service                                         Impact of Service 

Provided 

Improved                 These are mud house constructed with adequate        Farmers are able to store 

Storage                    ventilations that improves on the aeration in the        onions due to provision of 

Facilities                  store to prolong the shelf life of onions                     improved facilities. 

Training                   This is capacity building aimed at increasing            Farmers becomes more 
                                 farmers knowledge in managing their farming          knowledgeable and 

skillful in 

                                 businesses, postharvest handling, and group             doing business. 

                                 formation and management. 

Savings                     Group savings accounts are opened and                    Savings enable farmers to 

get 

                                  operated by member                                                  credit from the MFIs for 

their                               
                                                                                                                     farming activities 

Credit                        Loans disbursed to farmers to spend during the        Farmers need money to 

solve  

                                  Peak season while onions are in storage.                   their farming activities  

Market Access          Linking farmers to market sources through                Market information on 

the  

                                  Monitoring of market prices                                       prices at various market   

                                                                                                                      centers. 
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4.2.5 Market sourcing and linkages  

Due to the complex nature of the onion value chain, both farmers and the facilitating 

organisation have to do proper monitoring of the market to decide the best time to sell the 

produce that will maximize profit. About 46 (58%) of supported farmers acknowledged that 

the facilitating organisation helped in monitoring the market prices and sourcing for buyers. 

About 83% and 33% of farmers in the Bawku West district and the Bawku Municipal 

respectively attested to this. Also, about 76% of the farmers interviewed indicated that they 

regularly monitored the prices of onion and sourced for buyers of the onion that helped 

them to sell in bulk.  

 

Table 4.6 Services Provided as Part of Inventory Credit 
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4.3    Factors Influencing Onion Farmers Access to Inventory Credit  

This section of the study was devoted to identifying the factors that influence access 

to inventory credit by onion farmers. For the purpose of this work, the factors were 

categorized into two. These are internal factors and external factors. The internal factors are 

those within the control of onion farmers. The external factors are those outside the domain 

or control of the farmer such as the interest rates on loans and application procedure.  

 
 
4.3.1     Internal factors that influence access to inventory credit by onion farmers  

The internal factors that influence access to inventory credit by onion farmers include being 

an active member of a recognized farmer group, availability of improved storage facilities, 

availability of onions or warehouse receipt, gender of the farmer and having a group savings 

account with the financial institution.  

Membership to a farmer group increases farmers’ access to inventory credit. This is 

supported by the farmers interviewed who agreed that being an active member of a 

recognized farmer group was a necessary condition for accessing inventory credit. All of the 

farmers who benefited from the inventory credit confirmed that their access to the inventory 

credit was facilitated by their membership to farmer groups. Majority of the non beneficiary 

farmers also attributed their inability to access the inventory credit to the fact that they do 

not belong to such social groups. Membership a recognized farmer group therefore 

positively influences a farmer’s access to inventory credit.  

The group based lending is consistent with empirical findings that micro finance 

institutions prefer working with groups to individual poor farmers. For instance, Javed et al., 

(2006) acknowledge that borrowers of micro-credit schemes in Pakistan were put into 

groups  
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to reduce the risk of default and also serve as effective mechanisms through which issues such 

as improved health, legal rights, sanitation and other relevant concerns of the poor are 

addressed. Akudugu et al., (2009) also confirmed that farmers’ access to production credit in 

Ghana was limited by several reasons including non-membership in economic associations.  

Onion farmers’ access to inventory credit was also found to be influenced by the 

availability of secured storage facilities. The respondents confirmed that availability of an 

improved storage facility was a factor in their access to inventory credit. Both beneficiary 

farmers and non-beneficiary farmers agreed that lack of improved onion storage facilities 

negatively affected their access to inventory credit. Also, the security of the produce is 

necessary for a financial institution to accept the produce as collateral for a loan. Contrary to 

Coulter and Shepherd (1995) that the warehouses need to be insured against, theft and fire to 

qualify it for a loan facility no formal insurance is required in the Upper East Region. Even 

though the issue of insurance was not so much a requirement, security of the facility and 

produce was a necessary requirement in the successful implementation of the inventory credit 

in the study area.  

Another factor that influences onion farmers’ access to inventory credit is the 

availability of produce (onion) which serves as collateral for the credit. The underlying factor 

about the inventory credit concept is produce or goods in storage that would be used as 

collateral for the loan. Collateral becomes a vital factor in borrower selection when it becomes 

difficult for the lender to determine the repayment capacity of the borrower (Aigbokhan & 

Asemota, 2011; Hollinger et al., 2009) which is a common phenomenon in agricultural 

lending. The onion farmers' interviewed indicated that unavailability of onions as collateral for 

the inventory credit negatively affected their access to credit. Some group members  
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benefited from other components of the concept such as the training and inputs but could not 

access the loans due to their inability to provide onions as collateral for the loans. This result 

is consistent with Akram et al., (2008) finding that inadequate collateral is a constraint to 

agricultural credit and affected the borrowing behaviour of farmers in rural Punjab.  

The gender of the recipient is also noted to influence the access to inventory credit by 

onion farmers. The respondents in this study revealed that gender of a farmer affects his or her 

access to inventory credit. They indicated that gender negatively affected access to inventory 

credit. Information gathered from the facilitating organisation indicated that the programme 

under which the inventory concept was implemented required 60% involvement of female in 

all group formations. This, according to Technoserve program officers, was aimed at bridging 

the gender inequality gap, and also considered that women are more honest and tend to pay 

back loans better than men. Most empowerment programmes thus tend to favour women more 

than men.  

In some instances, however, gender negatively affected women's access to credit. The 

study revealed that women had the least amounts of loans as they stored less produce. This is 

probably due to their limited access and control over production resources such as land 

(Akudugu et al., 2009) to produce more and use as collateral for loans. In these instances, men 

have more access to credit than women.  

Access to inventory credit is also influenced by the ability to operate a savings account 

with financial institutions. Most microfinance institutions are interested in developing the 

habit of saving in their clients. Thus operating a savings account with a financial institution 

has become a necessary condition for accessing credit from them. The accounts are required 

to facilitate the financial institutions transactions with the borrower. For instance, it is through 

 

 

65 



                                                          www.udsspace.uds.edu.gh 

 

 

 

this account that the loan is repaid to the bank. The respondents stated that ability of groups 

to open savings accounts is a necessary condition for accessing inventory credit. This result 

conforms to those of a similar survey that was conducted on farmers’ access to credit in 

Ghana by Akudugu et al., (2009) which revealed that farmers who applied to rural banks for 

credit were not successful due to their lack of savings with the banks. Groups that could not 

open accounts with the bank could not get the credit even though they had met all other 

conditions.  

 
 
4.3.2 External Factors that influence onion farmers access to inventory credit  

Some of the factors that affect the ability of farmers to access loans are from the 

nature and operations of the micro finance institutions. Some of these factors identified in 

this study are the high interest rate and cumbersome application procedures and the size of 

credit given. The farmers interviewed agreed that the high interest rates charged by financial 

institutions affected their access to inventory credit. The high interest increases the cost of 

the loan and hence reduces the profit margins of borrowers. Sources from the financial 

institutions indicate that the interest rate charged on the credit given to farmers was 25%. 

Some farmers who are risk averse, therefore, do refuse to take credit from financial 

institutions due to the high interest rates.  

The loan application procedure for some of the financial institutions is very 

cumbersome.  

The farmers interviewed agreed that the long application procedures affect their decision to 

borrow from financial institutions. Farmers asserted that when the loan takes a long time to 

be processed, it comes when they would have sold much of the onions. This factor is thus 

negatively affecting onion farmers’ decision to borrow money from the banks. This finding 

is consistent with Akram et al., (2008) view that the cumbersome credit procedures from 

banks  
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is a constraint to accessing agricultural credit and affects the borrowing behaviour of 

farmers in rural areas.  

Some farmers also asserted that the amount of loan given to them is inadequate to meet 

their financial needs. As they are given a percentage of the price of onion at the time of 

intake as the loans, they sometimes require more money than what is allowed for them. 

They stated that the small size of credit advanced to them does not facilitate the smooth 

operations of the inventory credit.  

 

4.4 Profitability of Inventory Credit  

The objective of this section was to estimate the profitability of inventory credit to 

onion farmers in the Upper East Region. The analysis was done by using quantitative data 

from the field survey as well as secondary data from the implementing non-governmental 

organisation. An analysis of the profitability of the inventory credit concept using the 

benefit cost ratio gave an overall benefit cost ratio of 2.83 (Table 4.7). This means that for 

every GH¢1.0 incurred in the inventory credit, there would be a financial benefit of 

GH¢2.83. By district, farmers in the Bawku Municipality had the highest benefit ratio of 3.1 

while those of the Bawku West district had a ratio of 2.2. The decision criterion using the 

benefit cost ratio is that, an investment with a benefit cost ratio greater than 1.0 is profitable. 

It is therefore, reasonable for one to conclude that the inventory credit is profitable and can 

be a better way of helping the farmers out of their plight. It thus support the assertion that 

micro-credit at the right time can lead to efficiency; improve production and increased 

income (RAFI, 2005; Klert, 2008).  
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District                                          ΣB                                 ΣC                       B/CR 

Bawku West                             23,454.30                      10,785.10                    2.17 

Bawku Municipal                    13,978.10                        4,559.40                     3.07 

Total                                         37,432.40                      15,344.50                    2.83 

 

The benefit was calculated as the net profits realised from the sale of onions stored 

for a minimum of three months under the inventory credit. The cost was the sum of the cost 

of storing the produce as well as the loan and its interest and all other expenses that the 

farmer may incur for storing the onion.  

Table 4.7: Benefit Cost Ratio Analysis  

4.5 Influence of the Inventory Credit on the livelihoods of Onion Farmers  

The objective of this section was to assess how inventory credit influences the 

livelihood of onion farmers in the study area. This was done looking at the impact of 

inventory credit on the livelihood outcomes. First the perceptions of onion farmers 

regarding improvement in the livelihood outcomes are presented and secondly the incomes 

of beneficiaries and non-beneficiaries are compared. 
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Source: Field data 2010  

The cost an onion farmer incurs for using inventory credit include the cost of storage, the 

loan or credit taken by the farmer, the interest accrued on the loan for the period of storage, 

membership dues and the value of the produce that is lost due to storage (Commonwealth of 

Australia, 2006). All these put together gave the total cost incurred by a farmer for engaging 

in inventory credit. The farmer makes a profit after deducting all the cost estimated above 

from the revenue generated from the sale of the onions stored.  
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4.5.1 Perceptions of improvement in Livelihoods 

Using the Sustainable Livelihood Analysis framework, the respondents were made to 

rate the inventory credit in terms of how it helped improved the livelihood outcomes or 

otherwise. These include food security, education, income, health care, housing, ability to 

meet socio-cultural obligations and savings. The respondents were made to indicate the 

extent to which they agree with their ability to finance the livelihood outcomes using 

response categories of 1 to 5, where 1 = strongly disagree, 2 = disagree, 3 = agree, 4 = 

strongly agree and 5 = not sure. This was done by comparing the situation “before” and 

“after” the intervention.  

About 14% of the beneficiary onion farmers agreed that they could meet the food 

needs of their households before the inventory credit intervention and about five percent of 

the non-beneficiary farmers agreed that they could feed their households all year round 

(Figure 4.5). However, after the intervention, 96% of the beneficiary farmers agreed that 

they could now feed their households all year round while only eight percent of the non-

beneficiary farmers agreed that their food security situation has improved. This explains that 

without the inventory credit intervention, onion farming was not contributing much to the 

household food security of farmers. A greater proportion (87%) of the beneficiary farmers 

disagreed that they could meet the food security needs of their households before the 

intervention. However, after the intervention, only three percent of them still agreed they 

could not meet the food needs of their families. Similarly, about 95% of the non-

beneficiaries disagreed that they could meet the food needs of their families and that number 

reduced to 93% after the intervention. This means that the inventory credit contributed in 

improving the household food security of  
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An improved housing facility is considered an important indicator for improvement in 

the livelihood of the onion farmers. Improved housing comprises a house roofed with zinc or 

aluminum roofing sheet and plastered and floored with cement that can last for so many years. 

When farmers cannot afford this, they use thatch as roof and mud and cow dung to plaster and 

floor their rooms which hardly last for two years.  

Even though there was no much difference in the housing situation of beneficiaries and 

non-beneficiaries of the inventory credit intervention, there was a clear difference in the 

housing situation between the two categories of farmers after the intervention. Majority (95%) 

of the beneficiary farmers agreed that they could provide improved housing for their 

households, but only 10% of the non-beneficiary farmers agreed that they could provide 

improved housing for their households (Figure 4.9). While only five percent of the beneficiary 

farmers disagreed that their housing situation has improved, 91% of the non-beneficiary farmers 

disagreed that they could provide improved housing for their households.  

This indicates that inventory credit has contributed positively to the improvement in the 

housing conditions of the rural onion farmers.  
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Variable Beneficiaries Non 

Beneficiaries 

t-value Sig(2-tailed) 

Mean Income 

(BW) 

Mean Income 

(BM) 
Overall 

795.23 

376.16 

585.70 

121.50 

174.55 

148.11 

3.773 

3.252 

6.222 

0.000 

0.002 

0.000 
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that mean income of the beneficiary fanners is equal to the mean income of the non 

beneficiary farmers. This is against the alternative hypothesis that the mean income of 

beneficiary fanners is greater than the mean income of non beneficiaries.  

Whereas the mean farm income of beneficiary onion farmers in the Bawku West 

district was found to be GH¢795.23, that of the non-beneficiaries was found to be 

GH¢12l.50. A statistical test was conducted to determine whether or not the means of the 

two income streams were significantly different from each other. The result showed that the 

difference in the mean incomes of beneficiaries and non-beneficiaries is statistically 

significant at the 1% level of significance. This implies that the income earnings of the 

beneficiaries are statistically higher than that of the non-beneficiaries.  

In the Bawku Municipality the mean farm income of beneficiary onion fanners was 

found to be 376.16 while that of the non-beneficiary farmers was found to be 174.55. The 

result of the statistical test conducted to determine the difference in the two income streams 

showed that difference in the mean income of the beneficiaries and non beneficiaries is 

statistically significant at the 1% level of significance (Table 4.8). This also implies that 

incomes of beneficiaries are significantly higher than that of the non-beneficiaries.  

Table 4.8 Comparison of Mean Income  
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CHAPTER FIVE  

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

5.0    Introduction  

This chapter of the study presents a summary of the research findings. It also details the 

conclusions drawn and the policy recommendations that will help improve the lots of onion 

farmers in the Upper East Region of Ghana.  

 

5.1     Summary of results   

The study examined the contribution of inventory credit to the livelihood of onion 

farmers in the Upper East Region of Ghana. With the aid of well structured questionnaire, data 

was collected from 160 farmers randomly selected from six communities. Data collected 

included the socio-demographic information about the respondents, the quantity of onion 

stored, the amount of credits accessed, the period of storage, the price of onion at the time of 

storage and sale and the total revenue and profits made. Other relevant data collected include 

the source of the credit and the interest on the loans. Information on respondent’s perception of 

the inventory credit intervention as a solution to their marketing challenges was also collected. 

The data collected were analysed with the aid of descriptive statistics.  

The first objective of the study focused on the services offered as inventory to onion  

farmers and the following were the key findings;  

 formation of farmer based organisations/groups,  

 provision of improved onion storage facilities and  

 Training and capacity building of the farmer based organisations.  

Credit or loan facilitation, 
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 Savings and market sourcing or linking the farmers to market sources.  

Factors that influence onion farmers’ access to inventory credit were examined 

as the second objective and the main issues that emerged were;  

 membership of a social group,  

 access to an improved storage facility,  

 availability of onion or warehouse receipt as collateral,  

 the gender of the farmer,  

 group savings account with a financial institution,  

 interest rates,  

 delay and bureaucracy in processing the credit and  

 the amount of credit being so small that it does not easily meet the needs of the 

farmer.  

The third objective of the study focused on estimating the profitability of 

inventory credit to onion farmers and it was revealed that  

 the benefit cost ratio of farmers in the Bawku West District was 2.17  

 the benefit cost ratio of farmers in the Bawku Municipality was 3.1  

 the benefit cost ratio of all the farmers was 2.8.  

Perceived improvement in the livelihood of onion farmers were assessed as the 

fourth objective and the main issues that emerged were  

 beneficiary onion farmers are able to make higher income  

 beneficiary onion farmers are able to feed their families,  

 beneficiary onion farmers are able to provide their households with better 

education,  

 beneficiary onion farmers are able to provide improved health care  
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income earned, they are able to feed their families, provide them with better education, 

improved health care and perform other socio-cultural responsibilities such as funerals, naming 

ceremonies and marriages.  

 

5.3 Policy Recommendation  

Based on the key findings and conclusions, it is recommended that;  

 Officials of the inventory credit should increase the number of storage facilities in the 

area to assist more farmers store their produce.  

 Farmers should put themselves into economic groups that will make it easier for them 

to access inventory credit.  

 Technoserve and other NGOs interested in the inventory credit should focus on 

capacity building in areas of credit management and post harvest handling of produce. 

 MFIs and stakeholders in that sector should consider designing a credit facility with 

low interest and less bureaucracy in its processing that promote small scale farmers 

access to credit.  

 

5.4 Areas for Further Research  

The study recommends further studies on the costs and benefits of inventory credit to 

confirm or otherwise, whether the net-income obtained by farmers could cover the extra cost 

incurred by the facilitating organisation and its collaborating partners on behalf of the farmers.  

Below are some suggested research topics.  

 The effects of producer price on the sustainability of the onion industry in Ghana. 

 Onion Production in Ghana: The benefits and challenges of farmers. 
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 beneficiary onion farmers are able to provide improved housing facilities for their 

families  

 beneficiary onion farmers are able to perform socio-cultural responsibilities such as 

funerals, naming ceremonies and marriages.  

 

5.2 Conclusion  

The services that were offered to farmers as part of the inventory credit include formation of 

farmer based organisations, provision of improved onion storage facilities and training as 

well as capacity building of the farmer based organisations. Other services include credit or 

loan facilitation, savings and market sourcing or linking the farmers to market sources.  

Some factors that influence onion farmers’ access to inventory credit are 

membership of a social group, access to an improved storage facility, and availability of 

onion or warehouse receipt as collateral. Other factors include the gender of the farmer, 

group savings account with a financial institution, interest rates, delay and bureaucracy in 

processing the credit and the amount of credit being so small that it does not easily meet the 

needs of the farmer.  

Inventory credit is profitable to the beneficiary farmers and can improve on their 

livelihood. An investment of one Ghana cedi (GH¢1.00) in inventory credit yields two 

Ghana cedis and eighty pesewas (GH¢2.8).  

Beneficiary onion farmers perceived that their livelihood have improved as a result 

of the inventory credit. This is supported by the fact the beneficiaries are able to make 

higher income than their counterparts who did not benefit from the inventory credit. With 

the more  
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