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Abstract 
 
The adoption of a free-market based economic recovery program in 1983 to resuscitate 
Ghana’s economy in a “sustainable” manner marked a major watershed in its timber trade.  
Generally, the program engendered a dramatic up-turn and expansion in timber exports, 
especially lumber, to the traditionally dominant European market, with new markets 
including the Middle East, Asia/Far East, North America, and some West African countries 
also steadily becoming important. Beyond the associated deforestation, these new trends have 
largely undermined the traditional interdependent relationships between the formal and 
informal sectors of the wood industry and the very livelihood of the forest communities and 
forest management.  Using a qualitative analytical approach, this paper examines some 
implications of these new trends.  It shows how the centralized approach in Ghana’s quest to 
sustain its wood exports has further marginalized the forest communities, created a domestic 
lumber shortage, and constricted the traditional local forward linkage between sawmills and 
downstream processors. It also shows how Ghanaian wood firms now operate as 
subcontractors of convenience for firms overseas via an expanded forward linkage, thereby 
exporting potential Ghanaian jobs overseas.  The analysis draws on the author’s on-going 
research on the wood-processing sector, related literature, primary and secondary data on 
Ghana’s timber industry including relevant Government policy documents and statistical data 
on the timber trade.  The discussion is couched in the view that a healthy symbiotic 
relationship between the formal and informal wood sectors as well as the forest communities 
is critical for the sustainability of the timber industry, as a whole, and the associated domestic 
and international trade. It concludes that fostering such a relationship requires a new, 
pragmatic and sympathetic look, by African governments and policy makers, at the true 
nature and dynamics of the informal sector and the forest communities. This way, policies 
formulated and implemented would be based on partnership, a necessary ingredient for the 
sustainability of the forest sector as a whole. 
 
Introduction 
 
Like most Sub-Saharan African countries, Ghana adopted a structural adjustment program 
(SAP)1 -- a set of free-market based economic policies and prescriptions, dubbed Economic 

                                                 
 
 
1 The acronym, SAP, here refers to neo-liberal or orthodox structural adjustment programs vis à vis the “African 
Alternative Framework to Structural Adjustment Programmes for Socio-Economic Recovery and 
Transformation” (AAF-SAP), which was advanced by the United Nations Economic Commission for Africa 
(see UN/ECA 1986). It is acknowledged here is that SAPs have largely been superseded in the 21st Century by 
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Recovery Program (ERP), in April 1983 under the auspices of the World Bank and the 
International Monetary Fund (IMF) to resuscitate its ailing economy and to foster 
development in an “accelerated” and “sustainable” manner (World Bank, 1981, 1989).  
Along with the general economy, the decade prior to the adjustment program (1973-1982) 
saw a rapid decline of timber exports comprising logs, lumber and other wood products such 
as veneer and plywood, reaching its lowest ebb in 1982, the year before adjustment.  As a 
watershed in the in Ghana’s timber trade, the adoption of the ERP in early 1983, engendered 
a dramatic upturn and expansion in terms of trends in the volume of Ghana’s timber exports, 
for the next decade (1973-2006), as shown in Figure 1 below.     
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Figure 1:  Volume of Lumber & Other Wood Products Exported, 1973-2006.  Sources: CBS, 

TEDB, FPIB, MLNR, Coleman et. al, 1998, and TIDD Wood Export Reports 2002-2006. 
 
This paper examines the implications of the upward swing, in terms of the volume, content 
and direction of the timber trade with respect to the traditional interdependent relationships 
that existed between the formal and informal sectors of the wood industry; the very livelihood 
of the forest communities; and forest management in Ghana. At the domestic level, the 
analysis shows how Ghana’s quest to sustain the volume and content of its wood exports has, 
inter alia, constricted the traditional forward linkage between sawmills, characterized by 
processing overcapacities, and downstream processors and creating an acute lumber shortage 
on the domestic market, thus generating what is largely perceived to be illicit activities by 
chain saw operators to meet the domestic demand; and further marginalizing the forest 
communities. At the international level, it shows how Ghanaian wood processing firms now 
operate largely as subcontractors of convenience for firms overseas via an expanded forward 
linkage, and in the process exporting potential Ghanaian wood-processing jobs overseas. 
 

                                                                                                                                                        
 
 
the World Bank’s Comprehensive Development Framework (CDF) and the New Partnership for Africa’s 
Development (NEPAD). 

E.R.P 
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Our discussion is in four parts, beginning with a brief overview of the methodology used.  
This is then followed by the broader economic and political context for the discussion, 
namely the nature of the adjustment program, the reasons for and perspectives on its 
adoption, and the importance of the forestry sector and the timber trade with respect to the 
program. Part three focuses on the implications of the new trends resulting from the program 
with respect to local livelihoods and sustainable forest management. This section discusses 
issues relating the marginalization of the forest communities and the associated informal 
sector -- a reflection of some centralization in forest governance to keep tabs on timber 
exports under the ERP; the constriction of the traditional links between the formal and 
informal sectors in the wood processing sector, and the associated reinforcement of the export 
sector as subcontractors of convenience for firms overseas and the export of potential 
downstream wood processing jobs overseas.  Concluding remarks along with Policy 
recommendations are made in the fourth section. 
 
Methodology 
 
The analysis here is essentially qualitative, and draws on the author’s on-going research on 
the timber sector, which began in 1990, and it is based on a combination of qualitative and 
quantitative research methods.  These methods were designed to identify not only the causal 
mechanisms relating to the trends regarding the production and export of processed wood, but 
also the effects of the changes or trends tied to the causal mechanisms (see Sayer 1992).  
Within that framework, primary and secondary data on Ghana’s timber industry including 
material from relevant Government policy documents and statistical data on the timber trade 
were collected in Ghana during my annual summer research trips between 1991 and 2007. 
Access to primary data, however, as noted by other researchers tended to be very difficult and 
limited particularly due to anticipated self exposure or vulnerabilities to sanctioning or 
regulatory authorities (see Sarfo-Mensah 2005).  Nevertheless, a lot of the information 
required have been available through other researchers like Donkor (2003), Sarfo-Mensah 
2005), Domson and Vlosky (2007) and Birikorang et al., 2001). Where feasible, primary data 
were collected using an intensive research design, primarily a qualitative corporate interview 
technique, which makes it particularly appropriate for studies in periods of economic change 
because of its sensitivity to historical, institutional and strategic complexities (Schoenberger 
1991).  Key personnel in wood processing firms and leaders from related important umbrella 
organisations included the Ghana Timber Millers Organisation and the Ghana Furniture 
Producers Association. Statistical data were obtained from both governmental and non-
governmental sources as a measure for ‘discovering some of the common properties and 
general patterns’ (see Sayer 1984: 221-222) relating to the export-oriented output of firms, 
and the underlying determinants. The sources included relevant bodies like the Ghana 
Statistical Service; the Ministry of Land and Mineral Resources; the old Timber Export 
Development Board; and Forest Products Inspection Bureau and the current replacements, the 
Timber Industry Development Division of the Forestry Commission.  These were 
supplemented with information from international organisations such as the International 
tropical Timber organization (ITTO).  The paper also benefited from work done and reports 
by related NGOs such as Forest Watch Ghana and the erstwhile DFID Forestry Research 
Programme.  
  
Structural Adjustment, the Forestry Sector and the Timber Trade 
 
Ghana’s pattern of trade since the colonial period – domestic and international, and the very 
livelihoods most of its peoples have been acknowledged as structurally problematic in the 



 4 

sense that they constitute economic and social imbalances that constrain the country’s 
development (see UN/ECA 1986).  Like other countries in Sub-Saharan Africa (SSA), this 
problem, largely seen as the consequence of SSA countries’ incorporation into the global 
market system (Mabogunje 1981; Sawyerr 1990) is reflected in the pervasive primary and 
semi-processed commodities export bias of its economy and the high level of poverty that 
characterizes most of the people, of whom the forest communities represent a very significant 
part.  For Ghana (formerly Gold Coast under the British) the structural problems were 
initiated during the colonial period, when Britain organized the colony as a tributary economy 
to expand her own economy.  Relative to the issue of decentralization of forest governance 
and management, Sasu (2004), for example, points out that, the purpose of the 
decentralization exercise at the time was to solicit the support of the traditional authorities in 
enforcing colonial polices by providing them with a legal basis to carry out some limited 
local government functions such as resource management.  Regarding the livelihoods of the 
forest communities for example, a Forests and European Union Resource Network (FERN) 
Report (2006, p. 19) points out that the colonial state, as “a creation of the European 
merchant houses, discouraged traditional subsistence economic activities in a bid to force 
communities into the cash economy and to cut off their links with their resources.”  After 
independence in 1957, there was a shift to centralization as state control over local 
governance and natural resources increased (Sasu, 2004, 3).  In this shift, “the state continues 
to ensure cheap access to communities’ assets on behalf of the corporate sector (especially 
the transnational corporate sector).  The state continues to abuse community rights.  The 
international commodity markets continue to undervalue natural resources, and transfer 
wealth to big businesses in the North” (FERN 2006, p.20).  At the time of independence in 
1957, therefore, the economy was "warped", characterized by a one-sided external orientation 
based on the export of raw materials such as timber, and external dependence (see Sawyerr 
1990) and a trend towards the marginalization of the forest communities.   
 
From the perspective of the World Bank and the IMF, the primary promoters and sponsors of 
Ghana’s ERP, however market distortion resulting primarily from a perceived unnecessary 
state intervention in the economy was the root cause of the structural problems, as reflected in 
the timber industry and the associated trade in the 1970s and 1980s.  Consequently, Ghana’s 
ailing economy needed to “structurally adjust” to “get the prices right” (Younger, 1989), and 
to forge an accelerated and sustainable development in the country.  This is where the 
forestry sector, and the production and export of timber to engage in international trade 
become significant, in terms of the implications of the adjustment program. 
 
The Ghanaian Economy and the Forestry Sector   
 
Ghana’s economy, which was one of the most promising, in terms of development, in SSA at 
the time of independence in 1957 took a downturn in the 1970s, reaching its lowest ebb in the 
early 1980s with serious political repercussions (see Ninsin 1990, World Bank 1984).  By the 
beginning of 1983, the economy was heavily in debt, and meeting its debt servicing 
obligations was in jeopardy.2  Consequently in the early 1980s, Ghana’ Provisional National 
Defence Council (PNDC) government, like many others of the heavily indebted developing 

                                                 
 
 
2 At the beginning of the 1983 adjustment year, her outstanding external debt was US $1,120,638,000 
(disbursed) and US $1,499,479,000 (undisbursed) with a total interest payment of US $38,705,000, and a total 
service payment of US $99,746,000 (World Bank 1985, 33). 
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world, began to lose the option of doing business with foreign lenders on an exclusively 
bilateral basis.  The promotion of SAPs became a concerted effort on the part of lender 
countries and institutions to deal with borrower countries on a case by case basis rather than 
as a group.  The programs were implemented with a strategy of providing loans to the 
indebted developing countries and dictating policies.  Ghana, like other indebted developing 
countries, was simultaneously seduced by the foreign loans, frightened by its fiscal crises and 
balance of payments deficit, and haunted by the possibility of being declared insolvent by the 
IMF and the World Bank (Ould-Mey 1996).  In relation to the economic crisis, the prospect 
of insolvency, and the government’s political survival, Ninsin (1990) shows that the 
Ghanaian government’s adoption of the ERP was essentially metonymical3 rather than a 
genuine measure for fashioning and sustaining development.  According to Ninsin (1990), the 
program was adopted as a convenient measure to defuse a domestic political and economic 
crisis the government itself helped to fashion and to stave off its own imminent collapse as a 
consequence of its initial failure to “accommodate international capital,” which as noted by 
Sawyerr (1990, 28), “ takes the form of rendering .... labor and resources open to exploitation 
in situ; supplying raw materials and other inputs needed by the Western industrialized 
economies; and providing markets for their products.  For this purpose, it is necessary to 
ensure unimpeded access to the raw materials and markets of Third World Countries, as well 
as uninterrupted movement of capital into, and profits and rent out of, their economies”. 
 
It was, therefore, within the context of the metonym, that the World Bank (1984, xx) pointed 
out to the PNDC government that “the forestry sector offers the greatest immediate potential 
for growth and foreign exchange earnings” at beginning of the program.  The significance of 
the program’s metonymical basis is that it gave the government a deep sense of purpose and 
urgency – an unflinching commitment to mobilize the forestry sector, along with other raw 
material production sectors like mining and cocoa, to achieve its goal.  In this regard, a 
centralized approach was thought to be most effective. Thus the livelihood and interests of 
the forest communities therefore were not part of the calculus of the government and 
international capital at all – at least initially (see Ryan 2001). To simultaneously meet the 
immediate needs of both international capital and the PNDC government, the forestry sector 
needed an immediate rehabilitation, and at the beginning of the ERP in 1983, therefore, the 
sector was infused with the second highest sector adjustment loan (SECAL) of US $157 m, 
out of the initial loans advanced by the World Bank to the PNDC government (Ofei-Nkansah 
1991, 229).4   
 
The Importance and Changes in the Forestry Sector 
 
As a renewable resource-based sector with immense potential for upstream and downstream 
linkages, and which “offered the greatest immediate potential for growth and foreign 
exchange earnings”, as noted by the World Bank, the forestry sector had historically 
accounted for 5%-6% of Ghana’s total GDP and 11% of total commodity export earnings 

                                                 
 
 
3  Development policies are said to be metonymical when they are used by a government, policy makers or a 
group of political actors in tandem with their development objectives to achieve hidden policy objectives or to 
promote a hidden interests or agenda (see Gore 1984, 258).  
4 For international capital, rehabilitating the forestry sector was a priority because a large proportion of the 
lumber processed was exported as inputs for international consumption, prior to the deterioration of the sector.  
Between 1963 and 1969 for example, the sector exported a minimum of 50% of its total output (CBS 1969), and 
the years preceding adjustment reflected a similar pattern.   
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prior to the ERP. Wood from this sector was the third most important item after cocoa and 
minerals among commodity exports.  Figure 2 shows the composition of, volume and trends 
in the sector from 1973 through 1983, when the ERP was adopted.  In terms of international 
trade directions, in the pre ERP years, Europe constituted the traditional market for Ghana’s 
wood exports, receiving at least 50% of the total volume timber produced in the country 
annually. This meant that there was not much of a shortage of timber on the domestic market.  
A significant feature of the international trade however, was that wood exports were 
dominated by logs as shown in Figure 2.  Exports to Europe comprised logs, lumber, and 
veneer and plywood, which were 74%, 23% and 3% respectively, of the annual exports.  
Because a very small proportion of the wood exported was processed before 1980, timber 
exports therefore did not generate much foreign exchange.  As illustrated in Figure 2, there 
was generally a rapidly declining trend in exports reflecting a decline of the forestry sector, 
and indicates a shortfall in wood supply on the international market, that needed to be 
corrected to ensure an increased and sustained cheap supply.  By 1982, the volume and 
income figures had declined to 100,303 m3 and US $15.3 m respectively resulting largely 
from economic mismanagement and the associated neglect of the basic support infrastructure 
(Huq 1989).  This neglect greatly increased the cost of business operations by the wood 
processing firms (World Bank 1989).       
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Figure 2:  Volume of Timber & Wood Products Exported (1973-1983).  Source: Owusu, 

2001a; TEDB, Annual Reports. 
 
With the adoption of the ERP in early 1983, as shown in Figure 1, which shows exports of 
lumber and other processed wood, Ghana’s timber trade dramatically changed with respect to 
the trends in the volume, content and direction.  In terms of volume, the post-ERP years have 
witnessed an impressive upturn and expansion in timber exports, particularly in processed 
wood, and more so with the phasing out of log exports beginning in 1987.  By June, 1990, the 
PNDC government had been able to pay off all remaining recorded external payments 
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arrears, thereby satisfying international capital in terms of arrears.  The PNDC government 
had thus been “successful” in getting back into the “good books” of international capital, and 
normal relations were restored with Ghana's creditors, particularly for trade financing in 1990 
(World Bank 1991) to the extent that Ghana was even touted subsequently as a “star pupil of 
adjustment” in international financial circles based on her “successes”.  In terms of markets, 
Europe continued to dominate with an average consumption of about 89.9% of wood and 
wood products exports between 1984 and 1990 (TEDB, (1990).  The regular post-ERP 
international market is relatively more diversified, including relatively new markets like 
Mexico, Taiwan, Kuwait, United Arab Emirates, and Qatar.  In recent times, the European 
domination of the export market has been waning.  According to a recent ITTO’s Tropical 
Timber Market Report5, even though the EU, particularly Italy, France, Germany, The U.K., 
Belgium, Spain, Ireland and the Netherlands continued to remain Ghana’s main trading 
partners, its share has shrunk.  In 2005, for example, the EU accounted for €92.85 million 
(216,840 m3) just 50% in value and 47% in volume of the total wood exports.  In West 
Africa, the new markets include Niger, Nigeria, Senegal, Sudan and the Gambia. There has 
been an expansion of the Togo and Burkina Faso markets and the pre-ERP smuggling along 
the Côte d’Ivoire border has ceased. All these trends have implications not only for the 
environment in the form of deforestation, but also with respect to the traditional 
interdependent relationships that existed between the formal and informal sectors of the wood 
industry; the very livelihood of the forest communities; and forest management in Ghana.  
Given that timber exports necessarily entail deforestation, which is exacerbated by other 
activities like farming and the “irrational land tenure policy” as documented by Boni (2005; 
undated) as well as processing overcapacities (IUCN, 2006), we will focus on how Ghana’s 
quest to sustain its wood exports has: (a) further marginalized the forest communities; (b) 
created a domestic lumber shortage, and constricted the traditional local forward linkage 
between sawmills and downstream processors, and (c) Ghanaian wood firms now operate as 
subcontractors of convenience for firms overseas via an expanded forward linkage, thereby 
exporting potential Ghanaian jobs overseas 
 
Implications of the New Trends 
 
Marginalization of Forest Communities  
 
In 1992, the proprietor of The Makers, one of the small-scale wood processing firms 
remarked to me that “the government has been exploiting and exporting timber as if we are 
the last generation of Ghanaians,” yet this process of unprecedented exports involved an 
increased marginalization and neglect of the very peoples, whose very livelihood depended 
on the source of the timber -- the forest communities (Bamfo, 2003).  These “Forest-owning 
and dependant communities receive negligible returns from the destruction of their 
resources,” according to the FERN Report (2006), pointing out that Forest Watch members in 
Ghana, in fact, believe that community representatives receive less than 5% of their royalty 
entitlements and none of their entitlement to timber rights fees (p.11).  Regarding this rather 
“unfair benefits sharing” with the forest communities, the report points out three areas where 
the unfairness is largely reflected6.  First, the terms of trade in international trade in which the 

                                                 
 
 
5 Volume 11, Number 3, 1-15 February, 2006 
6 See FERN (2006), pp. 11-13 for details. 
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market prices for the exported wood do not reflect the real economic, environmental and the 
social value of the forests destroyed to supply the wood product.  While the distorted prices 
constitute a direct transfer of rents to the buyers or the international consumers, the transfer 
tends to be directly enjoyed by the formal sector of the industry.  The second involves state 
collection of revenue in the form of timber rights fees, stumpage fees, income tax and export 
levy at the expense of the forest communities.  The third involves elite capture of the 
forestry-related revenues collected by the state.   According to Article 267 (6) of Ghana’s 
constitution, 10% of the revenue or royalties accruing from stool lands should be paid to the 
Administrator of stool lands to meet administrative expenses.  Out of the remainder, through 
the traditional authority7, 25% should go to the stool for its maintenance in keeping with its 
status; 20% to the traditional authority itself, and 55% to the District Assembly of the area of 
authority of which the stool lands are situated.  This centralized approach to benefits sharing 
is problematic because, as noted in the FERN Report (2006, pp. 14-15), “none of these 
institutions accounts to forest-owning communities for royalties they receive; none of these 
institutions has deployed these resources in development projects that could create long-term 
economic opportunities that compensate communities for resource destruction.” The elite 
capture of the royalties, the Report notes, is expressed even by the chiefs, who tend to 
appropriate royalties for their personal or household use.  They rationalize this appropriation 
with a claim that the constitutional stipulation “maintenance of the stool in keeping with its 
status” refers to that royal perk, and that it is only the royalties allocated to District 
Assemblies that belong to the community.”  This royal view disregards the fact that the chiefs 
are mere formal custodians of the stool lands and consequently compensations to landowners 
in the form of royalties belong to the community as a whole.8 As pointed out by the FERN 
Report, since stools symbolize the social unit, and not the person who occupies it, the status 
of the stool can therefore only refer to the well being of the community it symbolizes.    
 
Despite the deforestation associated with the expanded timber exports, and the community 
exclusion from the benefits generated thereby, it is rather the members of the community – 
the struggling farmers and the desperate chainsaw operators, along with bush fires, that are 
actually blamed for the deforestation by the Forestry Commission and the forestry industry. 
In defence of the marginalized forest communities, the FERN report argues that it “is a gross 
distortion of the truth. While there have for example, been bush fires (especially in the mid-
1980s), these can be purposefully set by the unscrupulous as a tactic to destroy the evidence 
of over-logging.  There is also illegal clearance for farming, but this, too, often occurs in the 
wake of industrial devastation.  …, there is indeed a chainsaw problem, but the evidence 
suggests that chainsaw operators are increasingly funded and answerable to persons close to 
the established timber (export) companies (p.9).  Again, despite the fact that the “ownership 
rights of pre-colonial communities and the applicability of their customary laws to surface 
land are not in dispute,” as noted further in the report, “ in practice, state management rights 
have meant expropriation of communities.  The only incidences of ownership that these 
communities still enjoy are the right to receive a share of royalties from forest exploitation 
and to participate in inventory taking prior to the award of Timber Utilization Contracts.  The 
state takes most important decisions without reference to communities, and discriminates 
against communities with respect to resource access.  Laws dating back to 1927 have 
                                                 
 
 
7 The senior-most stool of the traditional political hierarchy. 
8 As per Ghana’s Constitution, such “lands are vested in the appropriate stool on behalf of, and in trust for the 
subjects … in accordance with customary law and usage” (Article 267(1)). 
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criminalized community use of forest resources (p.10).  Even though, the Forest and wildlife 
policy (FWP) of 1994 sought to involve all stakeholders for the efficient management of 
forest resources, the concept of participation was later ignored under the Timber Resources 
Management Act (TRMA) of 1998.  As noted by Odoom (2005, 7), despite the fact that the 
TRMA required farmers’ consent to the felling of trees on their farms as well as payment of 
compensation for felling damage to crops, “the assessment of such compensation payments is 
not fully transparent and the rights of appeal unclear.” 
 
Bamfo (2003) sums it up this way: “In the past 50 years, Ghanaian farmers have lost many of 
their traditional rights to timber trees on farms, and their access and rights to land and trees in 
reserves have been severely curtailed”.  This has coincided with the growth of industrial 
wood processing.  Issues relating to state management and decisions, and criminalization of 
community link our discussion with the third implication of the new trends, namely the 
shortage of lumber on the domestic market for use by the community; the informal sector as a 
context for survival by some members of the community; and the relationship between the 
formal and informal sector in the domestic and international timber trade. 
 
Domestic Lumber Shortage, the Informal Sector & Constricted Traditional Linkages 
 
To appreciate the implications of the new trends in this regard, there is the critical need to put 
the dualistic (formal and informal) structure nature of the forest sector in perspective, with a 
particular focus on the informal sector of which accommodates a large part of the forest 
communities.  In general, the colonial and post colonial governments attitude to, and 
treatment of the informal sector have been based on the perception of that sector as a 
“diversion of economic transaction beyond the reach of the state” and hence “unregulated and 
non-legal rather than legal” (Hutchful, 2000, quoted in Sarfo-Marfo, 2005; Domson and 
Vlosky, 2007), which is rather contemptuous.  Relative to forest governance and 
centralization – rather than decentralization on the part of the state, Sasu (2004, p.2) argues 
that as a reflection of this perception, “not much has been done to promote collaborative 
resource management due to the reluctance of the state to devolve management authority to 
local communities” much of which is informal.  In this regard, he notes that since the early 
20th century succeeding colonial and post-colonial governments have attempted to shift 
control or supervision over disposition of lands from traditional rulers to the state, and that 
one of the key reasons for the continued centralization is the “perceived notorious traditions 
of misuse of land by the traditional authorities.”   The role of traditional authorities is rooted 
in the nature of the informal sector, and this makes it imperative, cogent, and expedient for a 
fundamental understanding of the sector, to put it in a historical perspective.  As noted earlier 
by Mabogunje (1981) and Sawyerr (1990), the historical structure of relations between 
Europe and Africa is rooted in the diffusion of international capitalism during the colonial era 
as part of the space creation process of capitalism.  This structure was expressed in the form 
of unequal exchange in the area of trade, economic dependence, external control and an 
unequal set of social arrangements within these spaces.  These were all new to Africa because 
pre-capitalist African societies were different from the capitalist European societies.  It is in 
this respect that the FERN Report points out that: 
 

For centuries before colonialism, these cultures depended on forest resources.  Economic 
production, social organization, religious belief, and identity all depended on this 
relationship.  Destruction of the forests and community exclusion from access to them has 
massively disrupted these communities” (p.16).  
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As illustrated in Figure 3, the process of incorporating the colonies into the international 
capitalist system led to the emergence of hybrid developing economies comprising a mixture 
of capitalist and pre-capitalist economies because African economies are, to date, not fully 
incorporated into the international capitalist system.  Unlike capitalist economy, characterized 
by an impersonal marketplace in terms of the economic transactions between members of the 
society, in the pre-capitalist economy, exchanges were/are largely defined personal 
relationships and social relations between members of the society.  Economic action in the 
pre-capitalist economy thus tended not to be motivated by individual profit alone, but was 
embedded in a range of social considerations that allow for redistribution of opportunities and 
benefits in a manner which is impossible in modern capitalism in which formalized state 
action dominates the process of redistribution (Hyden 1980). African economies are therefore 
segmented into a continuum of these two relational spaces, namely the formal and informal 
sectors.  The formal sector is relatively more advanced economically, and involves all 
activities that are considered as part of a country’s official production (strong state control), 
measured by the Gross Domestic Product.  The informal sector, on the other hand, 
encapsulates all other economic activities – production of goods and services outside the 
formal sector.  Thus, it operates largely outside the mainstream of government activity, 
regulation (weak state control), and benefit, for work in this sector is often done for no cash 
payment or not reported to the government as taxable income.  Actors in the formal sector 
therefore perceive the informal sector activities as illegal.   
 

  
 
Figure 3:  Formal and Informal Sectors of the African Economy 
 
But again, as shown in Figure 3, the segmentation of the African economy into two relational 
spatial categories, formal and informal, indicate that the latter sector meshes into the former 
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at the low end of a continuum, the highest end of which is advanced capitalism, and the 
lowest end being the a pristine form of a pre-capitalist economy.  Within national economies 
in Africa, and for that matter, the forest sector, inter-segmental movements of factors of 
production, and output are possible, in fact, frequent in the case of labor and goods, hence the 
broken line used in the diagram between the formal and the informal sectors (see Ninsin 
1991; Meagher 1995).  The key aspect here is that the informal sector constitutes a socio-
economic space within which capitalist and pre-capitalist elements struggle for control.  In 
essence, the state is “suspended” to a degree over the informal sector (see Hyden 1980), 
hence people, including some government officials, are able to move in and out of the 
informal sector to operate whenever deemed necessary for survival among the poor and 
unemployed, convenient or personally profitable as in the case of some corrupt government 
officials (see Sarfo-Mensah, 2005).  Unlike the informal sector in developed economies, 
where it is largely “underground” or illegal because it is outside the ambit of government 
control and regulation, it is openly acknowledged in SSA as an integral component of the 
overall economy, because it “plays a significant role in economic activity, particularly in 
production, distribution … and employment creation” (UN/ECA 1986, 3).  African policy 
makers need to bear this  in mind in policy formulations regarding the timber industry.  In 
fact, as part of the struggle and control process, formal sector firms tend to exploit the 
informal sector at times as a survival measure by capital to control its own periodic crisis (see 
Weiss 1987 and Meagher 1995).  This is because under free market conditions, contractual 
relations prevail to bind informal sector operators to formal sector firms, either for the supply 
of raw materials or semi-finished goods to the latter (Ninsin 1991, 4). 
 
African policy makers need to realize that although the informal sector renders useful and 
productive functions in African economies without formal controls and compensation, it is 
essentially a creation of the formal sector and in fact, in relational terms, represents the 
failure of capitalism to transform African economies into successful industrial ones (Ninsin, 
1991).  Operations in the informal sector, as in the case of a large number of poor otherwise 
unemployed chainsaw operators, are therefore largely for survival in a new and harsh 
capitalist economic environment. So also are members of the forest community, whose 
traditional access to resources are severely restricted or blocked through official policy as the 
state appropriate such resources in the interest of the elite and urbanites as demonstrated by 
Lipton’s urban-bias thesis (see Lipton 1982) .  It is in this regard that Potter, et al., (1999, 33) 
suggest regarding the internal processes associated with colonialism in Africa, that “the 
acceleration and intensification of European capitalism brought about a breakdown of 
existing relationships between traders and African societies into reaction.”  A reflection of 
this reaction due to the breakdown of relations within the pre-capitalist economy, is that the 
inequalities and asymmetrical relationships that have emerged between the formal and 
informal sectors at the intra-national level. Thus the healthy culturally symbiotic relationship 
among people traditionally in the pre-capitalist era and its contemporary vestiges among the 
forest communities have not been adequately factored into policy making.  Rather, they have 
been jettisoned as backward and diversionary, thereby undermining the potential healthy 
symbiotic relationship between the formal and informal wood sectors in the economy as well 
as the forest communities, which is critical for the sustainability of the timber industry, as a 
whole, and the associated domestic and international trade.   The informal sector, in reality as 
shown in Figure 4 is, in fact, a dependent and subordinate part of the formal. Such a holistic 
re-conceptualizing of the dualistic structure of the forest sector this way by policy-makers, 
would enable them to appreciate the real nature and dynamics of the informal sector, and for 
that matter, the forest communities.  In fact it would shed more light on why it is rather very 
difficult to ban illegal chain saw operations in Ghana and elsewhere (see Sarfo-Mensah, 
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2005, p. 14; TBI-Ghana, 2003), given the convenient parasitic relationship the government 
has with them, especially as they meet the demand-supply gap of lumber on the domestic 
market, as well as serving as a source of livelihood for a good number of Ghanaians (see 
TBI-Ghana 2003).  Let us now put the domestic lumber shortage, the informal sector and the 
constricted traditional linkages resulting from the ERP in context. 
 
Pre-ERP Production and Market Structure of the Wood-Processing Sector 
 
As shown in Figure 2, the pre-adjustment timber exports were largely dominated by logs.   
Generally, in downstream processing of timber, firms were “seldom integrated in the national 
economy in a manner calculated to set off chains of growth in any significant direction.  … 
backward and forward linkages (had) only a limited role ... and (had) been confined mainly to 
simple backward linkages.” (Darkoh 1973, 9).  According to Combé (1972, 4-5) production 
costs were so high for extraction and processing that, benefits for formal wood-based firms 
could only be realized through sales on the international market.  A large proportion of the 
lumber was therefore exported, just like unprocessed logs, for international consumption. 
High quality wood became available on the domestic market only on special order, and at 
exorbitant prices.  What the sawmills, all of which are formal sector firms, sold as “local 
grade” were simply those wood products that did not meet the qualitative or aesthetic 
standards of the international market.  This rejected timber nevertheless commanded fairly 
high prices due to an artificial price structure resulting from the dependence on the lucrative 
export trade.  In addition, the supply of lumber for construction on the domestic market was 
irregular because it represented only the surplus from the export trade, the smaller quantities 
of lumber generated by some small-scale sawmills that produced exclusively for the local 
market, and by the informal sector (see Combé 1972, 47). 
 
Based on the dualistic structure of the forestry sector, Figure 4 illustrates the pre-adjustment 
intra-sectoral linkage structures of the wood processing industry and their associated markets.  
The sector and the domestic market, as per Figure 3, are segmented into two categories, 
formal and informal, to indicate that the informal sector meshes into the formal at the low end 
of a continuum that constitutes the national economy.  A broken line is used to reflect the 
view that inter-segmental movements of factors of production, and output are possible à la 
Ninsin (1991) and Meagher (1995).  Two types of arrows are used to represent the production 
and distribution flows within the sector as a whole, namely the large arrows (for linkages) 
and the thin arrows (for product destination or market).9  The large arrows represent the three 
types of sectoral linkages identifiable within the industry, namely the intra-formal (1), the 
formal-informal (2), and the intra-informal (3) sectoral linkages.  The intra-formal sectoral 
linkage system shows the established traditional system of forward linkages from the primary 
processing stage through the tertiary stage in the pre-adjustment era.  Residual lumber from 
the export-oriented sawmills, and regular lumber from the small-scale sawmills for domestic 
consumption, served as inputs for secondary processing such as furniture manufacturing.  
Further downstream, a small proportion of products from secondary processing, excluding 
the leakage into the domestic and international markets, was used as inputs for tertiary 
processing (e.g., floorings) in vertically integrated and non-integrated firms.   
 

                                                 
 
 
9 Official data for the actual volumes are generally unavailable, hence the arrow-types are for purposes of 
differentiation, and hence their respective sizes do not indicate the volume of flow. 
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Figure 4:  Pre-ERP Linkages between Ghana’s Formal and Informal Wood Processing 

Sectors and Associated Markets.   Source: Owusu (2001b) 
 
The formal-informal sectoral linkage system (2) shows that the relations between the two 
sectors were via the direct sale of local (low)-grade or unwanted materials as inputs from the 
formal sector to the informal.  As shown by arrows 2a and 2b, the sawmills sold their “off-
cuts” from logs, “rejects” from export parcels and other low-grade material to the informal 
sector.  Some of these were then planed and resized for sale, or used by small-scale artisans 
such as carpenters and traditional wood-carvers as inputs for small-scale construction, 
“roadside furniture” (for low-income groups) and items like traditional handicrafts.  Some of 
the “rejects” were used as fuel wood or charcoal for household and other uses.  These 
activities straddle the formal and informal sectors.  The major markets of the informal sector 
are found in Accra, Kumasi and Takoradi, the top three cities in the country’s urban 
hierarchy.  Products from these markets are also found throughout Ghana, and some of them 
find their way to other West African countries such as Burkina Faso, Niger, Mali, Togo, and 
Senegal (Boateng 1991, 14).  The production activities described above also shows a 
traditional intra-informal sectoral forward linkage system (arrow 3), between primary and 
secondary processing in that sector.  Formal wood processing had substantial inter-sectoral 
linkages with the construction and transport sectors, but the linkage with the energy sector 
was rather limited (see Combé 1972, 111-112).  On the whole, therefore, in the pre-
adjustment era, despite the fact that intra-national linkages to the wood processing industry 
were generally weak (see Darkoh 1973, 9-11; Huq 1989, 128); and the fact that the formal 
sector of the industry produced mainly for the external market (see Mabogunje 1981), while 
it relied mainly on the informal sector to meet the demands of the domestic market, there had 
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developed a degree of forward linkage between the sawmills and downstream processors in 
the formal sector, which is basic in a production network, and a critical element in any 
regional development equation (Fik 1999, 20-21).10   
 
Post-ERP Production and Market Structure of the Wood-Processing Sector 
 
In contrast with the pre-adjustment era, post-adjustment developments, as illustrated in 
Figure 5, suggest that the most important and significant change involves the intra-formal 
sectoral linkage system: the traditional forward linkage, ( now represented by arrow 1a) 
between the sawmills and downstream processors in the formal sector, was largely destroyed 
--  with expansion implications for the informal sector.  This unprecedented change is largely 
due to the dramatic expansion in lumber exports to the international market to generate 
foreign exchange (illustrated by the left-most product destination (thin black) arrow labeled 
“Expanded Exports” in Figure 5), and generating a major shortfall on the domestic market.  
This expansion in lumber exports has in the process constrained lumber sales on the domestic 
market as observed by Barker et al. (1991, 1), “the millers are not supplying local 
manufacturers, and the manufacturers are not able to produce the quality or quantity of goods 
the export market demands.”  This situation led to an emergence of an intensive formal-
informal sectoral linkage system (the arrow 2 group).  Arrow 2c illustrates the associated 
general shift of lumber-sourcing for secondary stage processing from the formal sector to the 
informal sector, where prices for the re-processed “off-cuts” and rejected lumber previously 
purchased from the sawmills were lower.  Thus, some formal sector firms such as producers 
of furniture, furniture parts and fixtures, generally procured low-grade material from the 
informal market, largely supplied by chainsaw operators, as inputs instead of the high-cost 
lumber from sawmills in the formal sector.   
 
As a result of the expansion in lumber exports, therefore the informal sector has become 
dominant in meeting the needs of the local market (Birikorang et at., 2001).  This is 
noteworthy because the informal sector is a “struggling” entity, which is generally neglected 
and discriminated against by the government (see UN/ECA 1986, 3; World Bank 1989, 135), 
and thus excluded from all the ERP-related production incentives.11  Because it was 
convenient for the government to have the informal sector -- through the chainsaw operators -
- to meet the local demand as it (the government) concentrated on exports to accommodate 
international capital, it at that time deemed it proper to issue the “now- illegal” chainsaw 
operators permits to operate.  As Odoom (2005, 15) puts it, “The ERP led to the legalization 
of chainsawing as a result of increased demand for lumber to support the dramatic growth in 
construction activities.” 
 

                                                 
 
 
10 This is because the stronger and more numerous the linkages in an economy, the more likely the economy is 
to experience and sustain growth. 
11 As part of the creation of an enabling environment for investments by local and foreign capital under the 
program, the wood processing firms were given incentive packages under the investment code (PNDC Law 116, 
1985) to encourage exports.  This also added to the problem since they discouraged sale of lumber on the 
domestic market.  The sawmill owners and managers preferred to enjoy tax rebates based on volumes exported.  
Additionally, they could retain at least 35% of the export earnings in an external account (for safe keeping), as 
well as an extra portion of the earnings ostensibly, for the purchase of machinery and equipment, spare parts.   
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Figure 5:  Post-ERP Linkages between Ghana’s Formal and Informal Wood Processing 

Sectors and Associated Markets.  Source: Owusu (2001b). 
 
It is therefore the informal sector through the chainsaw operations that stepped in to bail out 
the government’s own formal sector by providing the 70 to 85 percent of the lumber needs of 
the domestic market (TBI-Ghana, 2003).  According to a Forestry Research Programme 
(FRP) Country Report on Ghana (R 8509), the formal sector or the “traditional mills by law 
(Section 36 of L.I. 1649) are obliged to supply not less than 20% of their mill output to the 
local market.  If this law is complied with, the mills will deliver just about 120,000 m3 to the 
local market.  This will represent only 24% of the estimated local consumption of 500,000 
m3” and it is the “difference between the legal supply and estimated demand [that] is filled by 
illegal chainsaw lumber.”(Coleman 2004 cited in FRP, 2006)  In fact, the domestic demand is 
likely to rise or to keep pace with the expansion in Ghana’s expanding building construction 
industry and the growth of the economy (Domson et al., 2007). This must be viewed against 
the backdrop of the fact that the sawmills are characterized by an overcapacity of outdated 
and inefficient equipment (ITTO 2005).  Such processing overcapacities contribute to illegal 
logging and other predatory forestry-related behavior (IUCN, 2006), and there is evidence 
that “this overcapacity is increasing due largely to new investments to take advantage of the 
relatively cheap raw material and the existing loopholes in investment incentive provisions” 
as noted by Domson et al (2007, 10).  It is in this regard that Ninsin (1991) points out that 
under free market conditions, contractual relations emerge to bind informal sector operators 
to the formal sector, either for the supply of raw materials or semi-finished goods to the latter.  
That aside, it is really unrealistic to expect the poor farmers and other poor rural people in 
villages and the small towns in the forest region – the forest community -- to travel to the 
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timber markets or sawmills in the big cities or district centers to buy lumber from the formal 
sector for their own private construction needs, at formal sector prices and incur 
transportation costs, when chainsaw operators are more easily accessible, and can deliver 
their needs at a much lower and affordable price.  As a matter of fact, as noted in the FRP 
Report, the formal sector sawmills cannot even sell their products on the domestic market at 
prices commensurate with their production costs consequently, they are compelled to export 
their products to enable them stay in business, thus intensifying the international forward 
linkage with overseas customers who further process the wood. 
 
Convenience Subcontracting & Export of Wood-Processing Jobs 
 
An intensified international forward linkage system has thus emerged with the sustained and 
dramatic increase in those exports over the adjustment years (see Figure 1), since lumber (the 
major component of the exports) and furniture parts undergo further processing off-shore. 
Such further processing represent potential jobs that could have been created for Ghanaians, 
particularly members of the forest communities whose natural resources are being exported. 
Also, this intensified linkage appears to validate the critics’ argument that adjustment would 
reinforce the Ghanaian wood-exporting firms as 'sub-contractors' for 'principal' firms 
overseas (see Dicken et.al., 1990).  Ghana’s vulnerability in this forward linkage system was 
demonstrated, for example, by the fact that international buyers even had a tendency to stock 
up the cheap wood, which later depressed prices further because of diminished demand 
(Barker et al. 1991, 5).  Also, recession in Europe means a very slow movement of the wood 
stock in a market already inundated with wood from other African countries (FPIB, 1991).  
Stocking up on supplies therefore becomes part of the principal firms' "just-in-case" strategy, 
rendering the Ghanaian producers very vulnerable to external shock.  Thus, as subcontractors, 
they constitute potential “shock-absorbers” for those principal European and other overseas 
firms.  The evidence with respect to international linkages, therefore, suggests a 
reinforcement of the “colonial relationship” between wood processors in Ghana and firms 
overseas, particularly Europe.  Sawyerr’s (1990) notion of international capital 
accommodation, under Ghana’s SAP, is clearly demonstrated by the steady and dramatic 
increase in the volume of lumber and other processed (and unprocessed) wood exported – 
products that constitute semi-processed inputs for firms overseas.  Significantly, the bulk of 
the increased exports (at least a minimum of 81% per annum till 1990) went to and continue 
to go to the donor countries, particularly those of the then European Economic Community – 
now the European Union (Owusu 2001b).  Ghana’s huge quantities of wood were sold in 
Europe at prices lower than they would have commanded if they were processed further 
(Barker et al. 1991, 5).  Thus, with the ERP as a watershed, Ghana has become a cheap and 
reliable source of raw materials for the sponsors.  
 
Conclusions and Policy Recommendations 
 
Since Ghana’s adoption and implementation of ERP in 1983, the economy has witnessed a 
dramatic turnaround in its timber trade, with a remarkable expansion in the volume of timber 
exported; some diversification in terms of content, and new and diversified markets emerging 
even though Europe continues to serve as the dominant market.   Beyond the associated 
deforestation, however, the quest to sustain and in fact, increase its share of the international 
trade in timber has further marginalized the forest communities, thus jeopardizing their very 
livelihoods.  The quest has also created a serious domestic lumber shortage, which has 
necessarily pushed the informal sector to step in to meet the domestic demand, and 
constricted the traditional local forward linkage between sawmills and downstream 
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processors.  This destruction of the traditional forward linkage between the sawmills and 
downstream processors in the formal sector, has been detrimental to the forestry sector as a 
whole, and for that matter the Ghanaian economy.  Furthermore, the quest constrained the 
crucial integration of the informal sector with the formal.  This is because as a production 
network of any industry takes shape over time, jobs are created as linkages are established 
intra- and inter-sectorally – jobs that could benefit some members of the forest community to 
cut down on their high unemployment rate, even as potential Ghanaian jobs are exported 
overseas via an expanded forward linkage with downstream processing firms abroad.   
 
Policy-wise, one cannot look at Ghana’s international timber trade without due regard to the 
material source of the trade and its socio-economic framework, namely the forest, its peoples 
and their livelihoods.  In this respect, it can be said that at the root of all these new trends in 
Ghana’s international timber trade is tied to the issue of centralization in the forest sector 
governance -- a basic, unaddressed disconnect between the actors, namely the formal sector-
based policy makers on one hand, and the stakeholders, mainly the poor including the forest 
communities and others, who largely straddle the formal and informal sectors for purposes of 
survival.  Currently, because of the rather centralized approach (despite the decentralization 
law, concretely expressed in the 1993 Local Government Act), members of the forest 
communities generally do not have an abiding stake in the process; hence some of their 
farming practices actually tend to be inimical to the environment and the industry.  As noted 
by Boni (2006, 2), “precious timber that could have been logged and exported” are felled “by 
farmers and simply left to rot, or more simply killed on the spot by setting fire to the base of 
the tree”, with immense financial waste.   It is therefore very important for the actors in 
policy formulation and implementation, to remember that traditionally (for centuries before 
colonialism), these stakeholders have depended on forest resources for their livelihoods -- 
their economic production, social organization, religious beliefs, and identity -- have all 
depended on this relationship.  Consequently, the formal and regulated exploitation of the 
forests by the government, and the exclusion of their communities from access to these 
forests, via centralization, are very disconcerting. A question by an elderly man, Opanin 
Dwomo of Sagyimase, a forest community, is quite instructive in this regard.  In his 
frustration with the formal sector – the government and the timber industry, he asked a 
researcher: “Why do we need permits to enter the forest reserves to fell trees for the 
construction of homes? And why does the government not do the same to our brothers who 
live by the sea?  We do not understand this” (Sarfo-Mensah, 2005, 16). 
 
Generally, progress has been made in the government’s effort to address the disconnect 
between the actors and the stakeholders, with new decentralization and forest management 
measures (ITTO, 2000; Sasu, 2004), and measures are being taken to complement forest 
policy reforms (see Bamfo, 2003, 6-7) but there is the obvious need to ensure further 
progress.  In this regard, an on-going recognition by policy makers, that a healthy symbiotic 
relationship between the formal and informal wood sectors in the economy as well as the 
forest communities is critical --  not only for the sustainability of the timber industry, as a 
whole, but also for the associated domestic and international trade.  In terms of policy 
recommendations therefore: 
 
1. There must be a dedicated effort on the part of the government to involve and cooperate 

with the forest communities to combat deforestation and forest degradation, in the mutual 
interest of both the actors and stakeholders.  Bolstered with formal and informal 
environmental education, forest communities should be encouraged not only to seriously 
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engage in tree replanting, but also to participate in forest management.  Decentralization 
via such community participation contributes to the formalization of the informal sector. 

2. The forest communities must be given some formal access to timber for home 
construction and other basic needs.  This can be worked out through agreements reached 
among the traditional authorities, the District Assemblies and other actors and 
stakeholders.  This should be coupled with a review of revenue sharing to ensure an 
equitable distribution of royalties and other benefits. 

3. Given the widening markets and increasing volumes of processed wood sales, a 
significant proportion of revenue should be expressly set aside to help forest communities 
exclusively in the form of social and economic infrastructure, and scholarships or 
financial aid for education for the youth.  This would give them a vested interest the 
proper management of the forests.  Efforts in this respect should be akin to the intensity 
of the PNDC government’s unflinching commitment in mobilizing the forestry sector 
under the ERP to defuse the domestic political and economic crisis it initially faced and to 
stave off its own imminent collapse as a consequence of its initial failure to accommodate 
international capital.  Such rural poverty alleviation arrangements could be supported 
with agreements with major consuming countries in Europe, and emerging ones like 
China (which strategically needs African timber), the United States and the nouveaux 
riches ones like Saudi Arabia, Kuwait and the United Arab Emirates to set up special 
funds to help the forest communities and for forest management. 

4. Developing a well integrated production network in terms of forward and backward 
linkages, not only to address the processing overcapacities but also to provide more jobs.  
This can be done by providing tax and levy incentives to encourage new investments in 
downstream processing and recovery rates. This way, the rural folks should be integrated 
into wood-processing activities to provide the youth who are often are unemployed or 
engage in informal activities, in particular, with jobs.  Struggling sawmills could also be 
financially be supported to voluntarily leave the industry to reduce the level of processing 
capacity. 

 
Ghana’s pursuit of a Validation of Legal Timber Programme aimed at improving the 
monitoring of tree harvesting and capturing every single tree in a database for verification; a 
Timber Utilization Contract system for social responsibility of Concessionaires, together with 
other social responsibility arrangements, as well as its commitment to a voluntary partnership 
agreement with the EU to improve its trade and production of legal timber are all laudable. 
However, without addressing the partnership with the informal sector and the constituent 
forest communities, in a decentralized fashion, success in these areas will surely be very 
difficult, if not impossible to achieve.  Fostering such a healthy symbiotic relationship, inter 
alia, requires a new, pragmatic and sympathetic look, by African governments and policy 
makers, at the true nature and dynamics of the informal sector and the forest communities.  In 
fact, the difficulties that are encountered by the government in banning the operations of 
chainsaw operators in Ghana are testament to this need.  As Sasu (2004, 14) puts it the 
decentralization process should be “community-driven, flexible and transparent,” and that 
“conscious efforts should be made to empower communities and guarantee their rights to 
equitable benefit sharing.”  This way, policies formulated and implemented would be based 
on partnership, a necessary ingredient for the sustainability of the forest sector as a whole.  
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