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1 Executive Summary

For the last four years, tfigow Jones Sustainability Inddsas name&Germanybased business software
giantSAP as the leader in the software sector for upholding ethical, environmental, social, and

governance values in products and servitesé# 2008, SAPOs Extehceu tci ovnep aBnoyadr sd
social sustainability prioritas connecting global value chains to the base of the economic pyramid. The
board decision represented a ldegn strategic commitment to alleviate poverty by accelerating

economic developmem previously excluded markets. To support this priority, SAP is investing

technology, expertise, and cash to connect underserved markets to the global value chain.

This cag studyexploresa collaboration in Ghana between SAP and Plaaised microfinance
development organization PlaNet Finangenouncedn June2009 the Shea Value Chain
Reinforcement Initiativeisesmicrofinance, educatigmnd technology timprove the incomes and living
conditions of women who pickhea nuts and women whpoocess nuts into shea buttéfomen are
enrolled in the initiative through two local microfinance organizations, Mdafadu (MTA) ard
Grameen Ghaa (GG).

The shea nusithe seed of thieopical Africanshea treeywhich grows wild and hagatty nuts that yield

shea butterSome call this the povergoping tree, since anyone can go to the bush and harvest fruits.
Shea butter is mdstused in food and cosmetigslthough producingsheanuts andoutteris one of the

most accessible incorgenerating activities for rural women in Ghana, their incomes are unstable due to
a lack of market information, inadequate business know)edgklow negotiating power.

The goal of this case study dusingthelasnl8 mdanthsisdusst he i ni
key challenges, and consider how to positionititetive for future succesfResearch for the study

involved reviewing industry reports, condugfiphone interviews with key program partners, and field

interviews in Ghana with stakeholders such as program partners, shea women and buyers.

Key achievements:

e Women havéveen organized intan association called the Star Shea Network (SSN), which
giveswomen morenegotiating powerandgivesbuyersaccess to larger quantitiesgducts.

e Women havéeen trained on how to process better quality nuts and butter. As ainesult,
November 2010SSN women soldver 93 metric tons afuts to a major buyeflam
International Womenbenefitted by earningremium price. They haveearned .40 Ghana cedi
per kilogram for premium nuts, and .35 cedi per kilogram for standard nuts. This represents a
significant increase over the price they would have obtainedheaalits been sold in the
summer Women typically sell nuts in the summer due to lack of cash fdlambenefits
because it securdésgh quality nut§which command a higher price from their ultimate buyers) at
economic quantitiesSeeAppendix Aor moreinformation.

e SAP has contributed its core expertise to support the shea prdguaah Market Connection
(RMC), an order management and fulfillment software packargeides the buyer with
transparencyn historical product quality dasandproduct traceaility. Women get access to
information througtpriceupdates via SMS text messagesmabile phonesThe Star Shea
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Network websitevww.starshea.comarkets SSN products to the global markatally,
MicroloanManagement (MLM) is tool for microfinance organization credit officatsMTA
and GGto track their loan portfoliomore efficiently

Key Challenges:There areseverakisks that can affect the success @ thitiative

1. Stakeholders report that th@arket demand for butter @urrentlyweak.
2. There is a risk that the shea prices could become regulated in the future, potentially limiting
womenés opportunity to achieve higher prices f
3. The initiative targets the mbeemote women for the very reason that they have a lack of access
to market opportunities. In doing this, however, buyers incur a higher cost to pick up products.
4. The MTA and G have had difficulty raisingdditional credit portfolio funding.
5. Women oftersell nuts early in the season when prices are low, due to lack of casimifiioav
lack of prefinancing opportunitiesAs a result, they miss the opportunity to sell at a higher price
later in the season when the nuts have fully dried and the qualigtés.b

Positioning thelnitiative for Greater Success:

Using a véue chain development framework, we find that the shea program addresses many weaknesses
in the structure and dynamics of the shea value chain. Preliminary outcomes indicate that women are
poised to earn more income from the sale of quality nuts through this initiative. The market values high
guality nuts because they deliver higher yields when processing butter. If some of the key challenges
described above can be managed, the initiativdw i mpr ove t he potential to
describe options to manage these challenges later in this report.

It will take time tounderstandhe impact of thisriitiative on sheavomen However, thdact that women

have sold nuts at a premium price dinat certairkey program risksan be managdabde well for

program succes#. the initiativecan growin scale, it should becormmore attractive to large buyeiSAP

is working withtheGrameen Create Lab to determine whether the initiative can be converted into a

social businesthat can earn its own revenues through transaction charges.déthize realized, the
programbés i mpact will extend far bevywmantdThé he peri o
i ni t iudimatewswsi@disability, whether through a social businessonegrant fundingor some

combination, will be the key to ensuring letagting improvements in the lives of the shea women of

Northern Ghanals one shea woman inteeviwv e d  Waadredvery hidpeful that our life is about to
transform. o
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2 The Shea Value Chain Reinforcement Initiative

Demand for Shea Nuts and Butter

In Africa, it is estimated that at least 150,000 tons of shea kaareelsonsumed annually foooking as a

skin pomade, for medicinal applications, in soap, for lanterns, and for cultural purposes at ceremonies.
Internationally, 90% oghea nuts aresed for the food and confectionary indusfoy,the production of

cocoa butter equivalents or ingvers, other confectionaries and margaringslumes are high and

prices are lower relative to butter that is used for cosmetics, ughible second most common wde
sheanuts internationallyRecently, demand and prices have been affected by the global economic crisis,
with many buyers reluctant to buy large stocks of shea nuts and butter. Demand is also affgotétl by
marketprices of cocoa butter and cocoa bugieernatives.

Shea Women

Per capitayross domestic produdBDP) in Ghanais $1,500" placingthe country 20% out of 229
countriesin terms of GDPThe domestic economy continues to revolve around agriculture, which
accounts for more than a third of GDP and employs more thaoftihe work force(mainly small
landholders Manywomenpick upsheafruits from the groundbecausehe trees grow wild and the fruits
are free. Women are typically illiterate and are involved in other inagegnerating activities such as
farming and petty tradé\ typical shea woman must walk down a long dirt road for several kilometers
with a heavy load of nuts or butter on her head to the village market. Due to the effort involved with
taking nuts to ma ridetke0setlingdor al@avprice ratbheothamrrythe A p
products back home.

The Ghana Shea Value Chain

A value chain describes the full range of activities that are required to bring a product or service from
conception through the intermediary phases of ption, delivery to final consumers, and final disposal

after usé! As the product passes through several stages of the value chain, the value of the product
increases. In the main Ghana shea supply chanheésyfte can be sever al inter med
necessarily add value to the prodattier than the provision of logistic servickultiple traders and

bulkersmaybe involved before nuts and butter make their way to local processors or international

importers.

Key Program Elements

In the first phas of the initative, conducted in 2002010, SAR PlaNet Finance, MTA and Gkuilt the
program and worédwith 1,500 womerio produce goods for sal€he second phas®as now begun and
involves anothef,500 women.



Group Organization:

PlaNet FinanceMTA and GG areorganizingwomen into groups, clusters, associations and ultimately,
into the SSNSome women are existing microfinance clients and are already orgatizededit groups
Organizing women has several bendfitsthe shea prograntWomen lave stronger negotiating power
with buyers since they can aggregate their supply. Theglsabenefit from trainings and capacity
building that cannot be offered on an individual basis.

Education:

Sekaf Ghana Ltd., an unrefined shea butter procdsasiheemontracted to traiprogram staff and
seleced number ofvomen on how tdrain people tgroduce quality nuts and butt@&rogram staff then
rolled out a scalep training in communities using a video developed by Sekaf and PlaNet Finance.
Finally, PlaNet Finance condudbsisiness trainings to teach women how to manage income, expenses
and other aspects of running a businasswell as trainings on group dynamithey also conduct
leadership training for association and network leaders.

Information Technology:

SAP has contributed with its core expertise to support the shea prdgjraimthey developed a website
(www.starshea.cojrwhich markets SSN products to buyers around the world. Secondiebelpped a
software tool called Rural Market Connecti{®MC), a specialized order filliment and management
packagewh i c h enabl e stowanage orders frogmbuyel§oisen are sent SMS text
messages via RMC regardilugjistics information Thewomen also receivBMS text messages
regarding market pricédsom Esoko, a market information éxange that is managed on the inteared
integrates information with mobile phondsird, SAP developed Microloan Management, a software
system that enabld®ld credit officers to monitor their loan géwlios and calculate portfoliaging at a
glance.

Microfinance:

PlaNet Finance conducted research to understand the credit needs of sheamdbksgnservice
providersand is now developing microfinanpeoducts tailored for these womdfenough capital can
be raised by MTA and Grameen Ghatteese loans wilbe grantedo women inthe 2011 shea season.
Womenshouldbe able tabtain loans for purchasing processing equipment, for hiring extra tatior,
help cover general expenses during the -castpped summer months before nuts are sold.

3 Progress To Date
Although the shednitiative has only been operating for 18 monteveral key accomplishments have
been made.
e 1,500 women have been organized and trained on quality nut and butter pro€&ssimggman
r e p o rThedrainingsihave opened our eyes. Akeempowered with knowledge. We can
make informed decisions. 0
e A major buyer, Olam International, has bougher 93 metric tons ohutsfrom the Star Shea
Network.Women have earned .40 Ghana cedi per kilogram for premium nuts, and .35 cedi per
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kilogram for standard nuts. This represenssgaificant increases®% for standard nuts ar&?%
for premium nuts) over therice they would has obtained had the nuts been sold in the summer.

¢ Olam provided women with protective gear such as bootglandsto safeguard against hazards
such as snake bites when harvesting shea fruits. This should enable them to collect higher
guantities over time.

¢ PlaNet Finance has identified key microfinance products that should help women and other value
chain actors such as transporters and grinders improve their business.

e SAP has developazhd deployedRural Market Connectiorilicroloan Managementand the
SSN website. Two butter buyers have contacted the SSN through the website, although orders
have not yet been placed.

Onemainexpectatiorwas not met this year:

e Although specific loan products for women, transportensl grinders werglentified and are
currently being refing, few women (350 of 1,500 women) received loans in 20hére is
currentlya lack of portfolio fundingProgram staff reported that women would not have been
ready to receive loans so soon after being organiaédrained anywaystill, the fact that loans
were not grantednd new equipment was not secured was part of the rdsgonomenvere
limited in the quantity of quality product they coydtbducethis season

4 Examining the Shea Initiative Using a Value Chain Development
Framework

Using a value chain development framewbnke will asses®oththestructural and dynamic

component®f the shearalue chainThe structure of the value chain influences the dynamics of firm
behavior These dynamictheninfluence how well the value chain perfor,nas its outcomesThe shea

initiative addresses many of the structural and dynamic weaknesses of the shea value chain. Challenges
thatstill remain are highlighted italics below.

The structure of theheavalue chain can be characterized by five elements:

e End markets: In Ghanathere is an oligopoly of shenut buyersThe current butter markeappears
to beweak.The Rural Market Connecti@oftware facilitateselationshipbuilding between women
andend marketby promoting price transparenapdproduct traceability andy developingonline
supplier and buyer reputations.

Challengel: Currently, demand fabutter appears to be weak.
e Business and enabling environmentGhana generally offers a good environmentio business

With regards to physical infrastructutbe fact thashea trees grow in the wild remote rural areas
makesit challenging to collect nuts



Challenge2: WhileG h a nkbudingss environment is ggally good there is no guarantee that it
will remain so. For exampleshea prices may become regulated as cqra®s are nowThisposes
a risk that women will not be able to obtain premium prices for higher qualitymths future

Challenge 3The SSN targets the most remote women for this program for the very reason that they
have | ess access to market opportunities. Howe v e
picking up products from more remote locations is lessefbsttive tn doing closer pickups.

e Vertical linkages: In the current systerthere are often several layers of intermediaries between
women and ultimate buyerand drong vertical linkages do not exist betwedbatwo. This initiative
plans to offer loans to interediaries such as transporters and grinders, thus strengthening vertical
linkages in the chain.

e Horizontal linkages: This initiative also organizes womamo groupsandgoes one step further by
brandi ng t he wasrhe Stdr SheaaNetsvailorkiagt with@am associatigrrather than
with many small suppliers, hpd to reduce transaction costs for buyers.

e Supporting markets: Support services enable firms to upgrade (achieve higher levels of efficiency,
increase product differentiation, aach new marketsT.he shea initiativavill involve providing
microfinance loans to women to purchase new equipment that can improve product quantity and
guality. Thisis an example of a key support sendicatwill enable women to upgrade their product
quality, creating differentiation.

Challenged: There is currently a lack of available credit for microfinance institutions to grant such
loans.

Challengeb: Also, women lack prBinancing of nuts. This drives them to sell nuts too early in the
season (when nuts are still wet and prices are low) due to cash flow needs in the lean summer
months.

The firms in an industry create the following dynamliements tftough the choices they make in
response to the value chain structure:

e Upgrading: The two key elements of the shea initiative which will enable upgrading are
microfinance and business and quality training.

e Value chain governanceThe termdescribes who ia value chain has the ability to define the terms
and conditions of transactions. The formation of the SSN has enabled contracts to be formed between
women and buyers. Since women are part of a larger group and can engage directly with buyers
instead of slling to middlemen, they have more control over the terms and conditions of their sales.

e Power exercised by firms in their rdationships with each other Currently,intermediarieshold
power over women becaus®men will selltheir goods at the local marksithout having
transparent pricing information ma ki ng wo me nteringdiariecaéso maaipulatevs



nuts are measured at the markteey sometimes measusg hand in a subjective manner that makes
it easy to sbrt the women)RMC software will help shift the balance of power to women.

e Inter-firm cooperation and competition If the scale of the SSN caontinue togrow beyond the
targeted size of 3,000 women, it can ultimately influgheecompetitiveness oféhshea industry. At
its current size, the program will not significe

e Transfer of information and learning between firms: This isthekey to competitiveness since
upgrading is dependent on knowledge of what the market requires and the potential returns on
investments in upgrading.

Challenge:As mentioned earlier, demand for butter is relatively weak at presedtouyer needs
could beunderstood better.

Value chain performance can be measimdtiis casdy value chain competitiveness and small and
medium enterprisbenefits. These two ¢tcomes are interdependehtthe chain is not competitive, small
and medium enterprideenefitswill erode over time; and whout sufficient benefits, thewill lack
incentives to change behavior patterns

Competitiveness is the ability of a firm or industry to develop and maintain an edge over market rivals.
This can be achieved through a combimaif three strategies: producing and delivering goods and
services more efficiently, differentiating products or services through quality standards and branding,
and/or exploiting new market demand. The shea initiative is creating a competitive orgar{thati

SSN) that aims to produce and deliver goods more efficiently to buyers. Goods will be produced more
efficiently once microfinance enables women to purchase equipment that can itlveepsdity and

guantity of goodsMicrofinance will dso helpkey service providersoost supply chaiefficiency. For
example, if transportation providers receive microfinance, they can increase the quantity of goods
delivered to the markefAnd microfinance can help grinding mills exparehprovingproduct quality.

The initiative is differentiating its products by branding the association as the Star Shea Network, which
has its own websit@enefits towvomenand Olam, the buyehave been positivi® date women have
received higheprices for their premium nuts, @®lam obtains higher quality nuts, which will obtain
higher prices from their buyers.

5 Increasing Impact by AddressingKey Challenges

In this section, we discuss thkallenges introduced in Part 4, and options to address them.

Challengel: Currently,demand for butter appears to beak.

Options: Since the ultimate vision is to connect women to multiple buyers so they can achieve the best

prices, more market research should be conduotetget additional buyers n t oday dés rel ati v
market, itmay make sense to target more local buyens.example,dcal nut buyers that process nuts

into butter may realize more business value in purchasing quality nuts (for making pure, unrefined butter)

8



than buyers that sell nuts abro&everal value chainegrelopment tools exist that can help identify what
buyers are looking for, and how an organization compares with competitors when it comes to meeting
buyer demandsBuilding upon end market research conducted by program partners can help shed light
onhowthe Star Shea Network compares to other providers of quality nuts and bhiseran lead to
potential program adjustments.

Challenge 2 There is a risk that lobbying efforts by the she&trade association and others may lead to
price regulation of shea similar to that of cocdais would limit the opportunity for women to obtain a
higher price for their nuts and butter.

Options:If regulation goes through, then a market analysislvaeed to be done to determine which
niche buyers might still value higduality nuts and butter. Striving for organic certificatioa RdlaNet
Finance plans to do with funds froomawgrant from theeuropean Commission) will help to
differentiate SSN ducts to combat the threats of regulation. It may become even more important to
target niche higlguality markets if regulation passes.

Challenge 3:The SSN targets the most remote women for this program for the very reason that they have
lessaccesstmar ket opportunities. However, generally spe
products from more remote locations is less -@ffgctive than doing closer pickups.

Options: If the market can consistently deliver premium prices for quplibgluct, village remoteness is
less of an issue. The quality premium will cover the additional transportation costs. However, if the
market is soft and pricing is weak, there may be a need to target closer communities (still remote, but
perhaps less remqgtaith lower transportation costs in order to deliver goods to the buyer at the cost the
buyer desires.

Challenge4: Many stakeholders interviewed for this report cited the lack of credit as limiting the quality
and quantity of nuts and butter women abdeato produce.

Options: Some lending needs for the program will be met by a new European Commission grant recently
awarded to PF and new funding Grameen Ghana obtained to finance new groups. Some lending needs can
potentially be met by MFls, who can neagkome additional loans for the program using their reserves.

PF, MTA and Grameen Ghana should continue to seek additional funds for building the MFI credit
portfolios. When granting loans to women, a balancing act must be played when weighing borrowing

needs with the ability to pay badians.Having a better picture of demand for nuts and butter will help
increase the confidence that loans granted will be paid back.

Challenge 5:Shea wmen lack cash during the spring months. If they sell nuts atninéstdi get cash,
they miss the opportunity to earn higher prices. This is because quality and prices typically increase with
time as the nuts dry.

Options: PlaNetFinance has identified the need for a loan product that can bridge cash flow during the
lean seasqgrwhich will be a good optiamnother option is buyer pifgnancing, which some buyers do



informally already but often at high interest rat&here aresituationsin other industries where buyers
prefinance. For example, a fair trade coffee buyer iniHiances coffee growers in lean cash times
before the harvest. However, this is a committed and flexible buyer that wantsterlonglationship

with its sellers. The Star Shea Network may be able to get buyéinpneing only after it develops more
scale and reputation for quality over time. At this point, a buyer might find more of a business reason to
prefinance.

6 Positioning the Initiative for Even Greater Success

The overallvalue created by this program will be determinedH®impact the program has on the
incomes of women and other value chain act8APhas two key opportunities to maximize its
investmentFirst, it can try to develop a sustainable program funding model. Setoad,consider
replicating all or parts of the initiatisdroughout the shea sectorlmyond.

Creating a Sustainable Funding Model

Ultimately, the pr ongnedbymiheslongewitp and dcalevoftie prog®imced et e r
S A P f@agnership with PlaNet Finance was set up for three years, ending 2011, the company has been
considering various options for continuing the prograimthis endas mentioned aboveJaNet Finane

has already secured a new grant from the European Commission to enhance the program and increase
program size to 4,500 women. PlaNet Finance and SAP continue to seek outside program funding

At the same time, SAP is working withe Grameen Creative lbe(GCL), an organization affiliated with
microfinance pioneer Muhammad Yunus, to exploreptbesibility of applying a businesdriven

approach to the projecthe vision is to createhat is called a social busineggofessorYunus and the

GCL defineas oc i al b u s-loss, ealigidersd sompanywitiothe purpose of solving a social

p r o b ITkersacial business would empower women with education and would facilitate trade with
international buyers. This would be supported by the use of inforntattbnology. Fronw o me n 6 s
increased income, they would pay a fee to the social business for its seniticésassessment of the
concept bythe GCL has been favorabl&€he GCL believes that, since higher quality nuts provide higher
yield and thereforaigher price, the market potential exists for SSN to transform into a social business.

The biggest risk to the social business concept is correctly aligning supply and demand. It takes time to
build womenédés groups and psnruglbedirmed Wwell gith mayketa | | ty pr o
demand. The SSN will need certain volume to cover the cost of doing business. If volumes are achieved

and buyers do pay enough premiums for quality SSN products to cover the costs to operate the social
business, this coulde a transformative structural change to current practice.

Diffusion of Technology Beyond the Shea Sector

The SAP shea program is oneao$elect number afalue chain development programs ussoffware
technology to connect buyers and sellers thraugtore transparent system. The Rural Market
Connection software tool has the potential of being used in célsércropralue chains. Since
development costs have mostly been covered througBShiprogram,use ofthe software could be
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expanded with high impact for relatively little colsteal conditions for replicatinBMC software would
be in the following situations:

e There is an end market constraifrmerdack price information due to physical barriers such as
poor roads or log distances to the market.

e Vertical linkages can be strengthen&tere are non valdadded layers in the value chain that
could be circumvented through,|®r there is an opportunity to link farmers with vaagging
intermediaries through RMC

e Horizontal linkages existt would be easier to implement RMC when farmers are already
organized.

e Ideally, ell phone coveragehould bestrongt 0 t ake advantage of RMCo6s |
phones. However, even in situations where cell phone coveragerjgpogram coordinators can
use RMC to enter quantity and price information dadelop supplier and buyer reputations,
which will help strengthen relationships.

e There are many buyers in the industry, thereby enabling farmers/growers to seek the most
preferable pricing

Microloan Management softwaadsohas the potential to lreplicated. It can besed byother
microfinance credit officerto track loan performance in the fielLM has arexisting interfaceavith
Loan Performer, aanmon, more aggregatesanagement information systemftware formicrofinance.
MLM is a flexible tool that has real value for credit officersnany industriesparticularly if the
microfinance institutions using Loan Performer already.

7 Conclusion

The positiveprogresghe shea initiative hamade to date and thegical overallprogramdesign bode

well for program succesH.the program can manage kagks it is poised to maka difference in shea
womenoés | ives. The program shoul d bec owmetimenor e att
And if the vision of developing a social busi ness
beyond2011, whenthe initial partnership agreemt between SAP and PlaNet Finance efitie ultimate
sustainability of the program, whether through a social business or anothdiugded program or some
combination, will be the key to ensuring letagting improvements in the lives of the shea wowfen

Northern Ghana.
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APPENDIX
Exhibit A i Preliminary Results from the Ghana Shea Initiative

Shea Nuts

June 2010 Market Price Star Shea Network Nuts

Price .22 Ghana cedi/kg Premium Nuts: .40 Ghana cedi/kg
C 82% higher tharavg. Junelocal marketprice

Standard Nuts: .35 Ghana cedi/kg
C 59%% higher tharavg. Junelocal market price

If women had not been a part of the Star Shea Initiative, they would likely have sold nuts
or earlier to meet cash flow needs. Instead, they sold n@#ata International in November
2010, after the nuts had dried further and improved in quality. June market price informat
based upoinformal localmarket research conducted by The Grameen CreativahdlSAP.
Average price was 18 cedi/bag. Assunmangaverage of 85kg in a bag, this is .22 cedi/kg.

| | Parameters of Buyer- Ol a m Star Shea Network Nuts
OIIEUIWA » Free Fatty Acid: e Free Fatty Acid (average):

0 <3-6% considered very 0 Premium nuts: 2.6 %

good 0 Standardcuts: 2.64%

0 <3% excellent e Moisture Content (average):

e Moisture Content: 0 Premium nuts: 6.92%

o <7% 0 Standard nuts: 6.62%

Quality tested in July 2010, and was being tested again at the time this study was in publi

Shea Butter Quality Testing Results

Standard Criteria Quality of Star Shea Network Butter
OIIEUIWA » Free Fatty Acid: e Free Fatty Acid:
o Not more than 3% 0 .75%

These are the recommended limits for | The Star Shea Network has not yet sold butter.
butter consumable in food or cosmetics
Butter was tested in October 2010 by the Department
Pharmaceutical Chemistry, Kwame Nkrumah Universi
of Science and Technology Kumasi (KNUST), Ghana,
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