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Intreduction

This paper will review the world.cocoa.economy and relate its past
history to the enactment of the Internatiocnal Cocoa Agreement (ICA). .
Specifically the paper:réviews the cocoa situation with special. empha81s -
to its history, particular.marketing asgreements, possibilities for growth
and relationshipsbetween producer and consumer countries. The final’ b
ratification in 1972 of . the. ICA:was the culmiration of 16 years of 1nter-
mittent negotiations)’ producer alllances, and trade talks of a bilateral)
multilateral and international nature., The agreement also 1ncorporat¢sr_
some of the more interesting features of variocus other commodity agree-
ments which were coperative in the past or are presently in force; +the
idea being to succeed where other agreements have failed., The develop-
ment of this dlscussion is ultimately concerned with why this interna-
tional agreement was necessary and what effect it will have on the world
cocoa econcmy. Beforé proceeding a brief overview will be given the
history of Theobroms Cacao, the scientific reference to the cocoa tree,l
whose seed (the cocos, bean) is the obgect of our 1nqu1ryo£/

appropriate reference. Cortez and the Span1sh conqulstadores found that
the cocoa bean was considered of divine origin by the Mayas and Aztecs
of the Americaés. Thought to be indigenous to the Orinoco and Amazon
rain forests, Theobroma Cacac when first found by the Spanish was culti-
vated only in the Americas. . After the defeat of the Aztecs, Cortez
found great storehouses of cocoa beans and learned that cocoa was nab
only the drink of the elite but also served as the local currency;g/‘

* In sllghtiy modified form this paper Wéé first submitted as part
of the requirements for Agricultural Economlcs 560' "Food, Population,
and Employment, Fall Term 1973/7k.

1/ There seems to be a rather ambiguous distinction made between
the word use of cocoa and cacac. Often the tree and the bean are pre-
faced by cacao and the processed product as cocoa, e.g. cocoa powder
or cocoa butter but a cacao tree or creme de cacac. This paper will not
consciously use any specified distinction as they are not usually applied
in the literature with any exacting regularity.

2/ It is reported that a slave could be purchased for one hundred
beans, though this may be more a testimony to the cheapnesz of slaves
than tc the value of cocoa beans.
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Cortez appreciated the potential value of this.crop. He set out
to cultivate a demand for cocoa in the old world while monopolizing
its production in the Americas. Plantations were closely guarded and
cocoa cake rather than the raw beans were shipped. By the middle of
the seventeenth century chocolate drinking had become fashionable through-
out Furope and the Spanish attempt at monopollzlng the trade had failed.
Cocoa~-drink or chocolate was not to achieve "universal" popularity, though,
until the nineteenth century.

Until the twentieth century most of the world's cocoa was still grown
in Centrsl and South America though cultivation of the crop.had. spread
to Asia, Africa and Oceania., The situation wag soon to chahge for the
Spanish had established cultivation of cocoa in Fernando Poo on-the Gulf
of Guinea during the seventeenth century As the plantatlons were manned
by indigenous peoples and Africans from the coast,upon their return home
the workers often started their own cultivation with beans taken from
‘Pernando Poo. Cultivation soon spread to other areas of West Africa whose
environment proved equally as. conducive to cocoa. By 1935 smallholders
-in Ghana (Gold Coast) were producing one~-third of the world's output of
" raw cocoa beans (see Annex A for preduction f1gures),§/

"The Crop

" There are three main varieties or groups of cacao, In crder of
quallty they are. criollos (the finest), fine Forasteros and ordinary
forasteros., Most of the world's bean production is of the ordinary
forasteros type coming from West Africa and Brazil. This cocoa is often
labeled by the name of the port from which it is shipped, 1.e., Lagos,
‘Bahia, Accre, ete. The ordinary forasteros have proved most;resistant
‘to disease, though modern varieties are now belng hybridized.

. Cocosa grows best within the boundaries of the eguator plus or minus
'20 degrees. The major producing ereas, in fact, are within 10 degrees

of the equator Cocoa responds best to a rich, well-drained soil, at

low altitudes.. / The crop requires a temperature range from 65 F to
95°F and an evenly distributed rainfall of at least fifty inches is opti-
mun, Cacao is fairly susceptible to drought and years of poor rainfall
in West Africe are correspondingly reflected in the production figures.
Due to the geographical concentraticn of the major producing areas, cli-
metic conditions, whether adverse or favorasble, will usually be inversely
reflected by the werld price. Figure 1 shows the cocoa produclng coun-
tries and their congregation around the equator.

;/ Major sources of 1nformat10n used in this section were from C. M.
':Chatt {(3) though the data has been conflrmed by other works.

E/ Exceptions to these agronomlc and cllmatlc condltlons can be
found: ",..fine cacao is grown successfully in shelfered valleys in
Columbia at cons:.dera‘bly above 3,000 feet.” (3, p p 31). :
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The cocoa tree is small, approximately twenty-five feet high, is
fully mature after from seven to ten years, can continue to bear for
more than fifty years, and the newer varieties may begin to bear after
four years. The tree produces many pods from eight to ten inches in
length which are often yellow in color when mature.é/ The pods consist
of the beans, surrounded by a mucilaginous pulp contained within a con-

voluted husk. ‘ '

Harvesting 1s done by hand after which the pod is broken and the
seeds removed. The beans are then allowed to ferment which kills the
germ and develops the cocoa flavor. Subsequently the beans are dried,
graded and bagged.

Commercial Use

Commereial processing of cocoa beans progresses in the following
way:

1. the beans are cleaned;

2. roasted;

3. shelled;

4. and then processed into chocolate liguor,

The chocolate liquor can be used to make chocolate confectioneries, cocoa
butter or cocoa powder. Cocoa powder is used in the manufacture of syn-
thetic chocolate substitutes. Cocos butter is an ingredient in milk
chocolate.

Historical Developments in the Cocoa Market
Production

Worldwide production and consumption of cocoa has moved through
several stages in the past. Chart 1 records the production changes which
have taken place over the past seven decades. One notices three basic
and related changes: 1) the emergence of Africa (particularly those
West African countries endowed with a tropical rain forest) as the leading
cocog preducing areas 2) +the decreasing importance of the Americas and
3) the decreasing importance of the West Indies., During the same pericd
world production has grown from 115,000 long tons to 1,481,000 long tons
or an increase of 1,288 percent (Table 1 and Table 2). -

Another interesting aspect of the cocoa market is the concentration
of major producers. In 1970 five countries produced 78 percent of the
total world production, and with the inclusion of several more the total
exceeds 90 percent (Table 3).

2/ The color of ripe pods will vary according to the type of tree., *



WORLD FRODUCTION OF RAW COCGA

{percentage of totael production)

CHART 1.

- P o000000BACOTO00

T :
£l NNANANNNNNNN

1960

= EONONANNW

0000000000000000
00000000000000000

1950

QOQ000O0C0ORCCON0N

NRNNNNRNY

OO00CA000000CO000

RO0O0CCO0000A00G

—

POCOOR000GONN

PCQOOC00C0GNY [

Apis and écemm

1930

O IOCO0GHOG0

AN

%% é Americs

G0000C00000000000
0000C000000G00000

1920

OOOOOOOONGONNONNG

p L¥D., Oocon Btatistics, London, Decesber 1972.

= NN

SO00C00000C00N0000000000 \\x - \g\
HGO000CCO000000000C000 \\\-

1910

 West Indies

D0C000000000G000000000C00000000 ' N
DOGGOC0OGCGG0000000A000000C000 \\
QOOOOO{)GQQGOOGGQOOGODOOOGG‘QQQ i :

1960
7 revtn

?efeem

L v f
g% 5% [543 B

kO =
36 -
20 =
10
0

¥ )
E2000RB




B

TARLE 1. WORLD PRODUCTISN CF RAW COCCA*
(percentage of total production)

Year Afriéé America Wegt Indies Asia and Oceania
1900/01 17 51 27 L
1910/11 3k 41 22 3
1920/21 48 30 20 2
1930/31 6L ' 22 12 2
19ho/L1 6l 29 6 1
1950/51 63 30 6 1
1960/61 73 21 k4 2
1970/71 73 : 21 3 3

TARLE 2, T&TAL WORID PRCDUCTION*
~ (thousand long tons)

Year Production
1900/01 115
1930/31 | 526
1950/51 803
1960/61 1,173
1970/71 | 1,481

TABLE 3. MAJOR FRCDUCERS*
(five year average, 1966/67-1970/71)

Country Producticn Percent of World Total
{1,000 long tons)

Ghana 384 .0 28.3
Nigeria 241.8 ' 17.8
Brazil 1704 12.6
Ivory Coast 157.6 ' 11.6
Cameroun 99.2 | 7.3

77.6

*Source; Gill and Duffus Group Ltd., Cocoa Statlstics, London,
December 1972,
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These shifts in location and structure of the major producing areas
are expiained by several factors. The main disedses and pests assoclated
with cocoa are swollen shoot (Africa), blackpod, witches' broom (Latin
America) and capsid bugs. Climatic factors, disease, and pests were sig-
nificant variables in the geographical shifts in cocoa production. Figure 2
reveals a production platean ranging over 20 years, from the 30s to the
mid-50s. This plateau is largely attributed to the incidence of swollen
shoot disease in Ghana. Likewise, the Ghanalan and Nigerian governmental
efforts at disease control, introduction of new varieties, and producer
assistance were major contributing factors to the subsequent rapid increase
in cocoa production.

Much of the cocoa production in Latin America was of the fine flavored
variety. The lesser disease resistance of these verieties coupled with a
shift in consumer preference for chocolate of less "fancy' grade %7ve
additional support to the rising dominance of West African cocoa.Zz

In addition to the disease problem,the effects of prices, costs and
farm structure all put the Latin American producers at a relative disad-
vantage when compared with their African counterparts. With minor excep-
tions cocoa preducticn is a smallholder enterprise in West Africa while
farm size in Latin America was often of the "plantation" scale. Caught
between an onslaught of disease, pests and low pr}ces,mnch of America's
cocoa land was abandoned or not well,maintainedbz For example, production
in the West Indies was higher in 1916/17 than it has been any time since.
With somevhat the same characteristics Venezuela and Ecuador (next to
Brazil and Costa Rica,the major prcducers in Latin America) hit production
pesks in the 1920s which were not achieved again until the mid-60s (E,

Pp. 5-9). The African smsllholder had both lower overhead to maintain
in poer years and lower labor costs in good years. The result was a
transfer out of cocoa production in the Americas and expansion of cocoa
acreage in Wegt Africa.

Finelly,mention should be made of the importance of cocoa exports
relative to the producer country’s total expert earnings. From Table 4
one sees both the increasing dollar value of cocoa exports and their
decreasging share of total export earnings among the major producing
countries. While diversification is apparent, the overall importance
of bean exports to Ghana, Nigeria, Ivory Coast and Camercon is also evi-
dent (Brazil being the exception).

6/ Criollos are grown principally in Ecuador, Venezuela and the
West Indies, while the fine forasteros are grown in Ecuador, Trinidad,
Venezuela, Sri Lanke and Indonesia. West African and Brazilian produc-
tion is of the bulk or forasteros type.

Z/ The exception is Brazil, where conditions more closely resembled
those found in Africa. '
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TABLE 4,  ‘EXPORTS OF COCOA BEANS*'
(a) ‘Yearlyfaveragelvalue'fbr the ﬁeriod indiéate@, in US$ million.

(b) Cocoa's share in country total export earnings, in percent.

P L Ivofy Céme-
Ghana ~ Nigeria  Brazil = Coast roun. :

(a) Value (US$ million)

1950;5h_ o 172.6 - 80.2 79.9 h3i6i/ 35.6

195761 | , o 177.9 - 90.5 68.7 36.6 - 35.37
L 1967-T1 P 198.6 - 166.h 70.1  81.8 ° k9.6

(b):Coéoé’s\share in export

earnings (percent) _ |

1950-5h w23 5 35t/ 53

195761 . . 65 =i 5 2k 35

3 9 25

1967-TL o 61 -, .16

Sources: .FAO,,Cocoa Statistics,:Januéry issue, 1967, 1969 and 1973;
UN, Yearbook of International Trade Statistics .and Monthly
Bulletin of Statistics, various issues.

1/ Three year average for 1952-5k4,
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Consumption

As there were ghifts in the production of raw cocoa so were there
shifts in the relstive imports between various geographical regions.
Chart 2 shows the major shifts which have taken place during this century.
The percentage of imports to Burope have declined and perhaps stabilized
at 50 percent of the total; Eastern Europe and the U.S.8.R. have increased
their consumption from almost regligible to 18 percent and the United
States appears to have peaked during the 1940s and its percentage ef
imports (relatlve to the world's) have declined since that time.

Such figures as have been presented obscure several facts. First,:
despite the relative shifts, cocoa imports are at or near historical highs
though total world consumption appears to have peaked most recently in
1965/66. (More detail is presented in statistical Annex B,) Secondly,
cocoa producing countries have begun to consume more of their own domestic
production and finally these countries are now exporting more processed
cocoa in the forms of cocoa butter, powder, paste, edible cakes and the-
like (see Annex ¢).8

‘The concentration of exports among a few producing countries is
paralleled by the concentration of total imports by a few countries.
Table 5 shows the overall geographical areas of importation and the per-
centage distribution while Table & shows two-thirds of total world imports
going to five countries. .

Per capita consumption has a different ranking from that of totel
imports. In descending order countries may be ranked: Switzerland, Federal
Fepublic of Germany, Belgium, United Kingdem, Norway, Canada and the United
States with regard to their per capita cocoa consumptien. Table 7 is interesting
with regard to several points. First, average per capita consumption has
risen in every country listed with the exception of the Netherlands and
Colombia. (Table 7 represents 86 percent of total world consumption, )
Secondly, average per capita consumption for the world has remained stable
at 40 kilograms per person while total world population has increased
by approximately 700,000,000 people over the period considered. Lastly,
one notices the sizeable increases in consumption even for the high income
countries which one may have hypothesized as haV1ng stable per. capita
congumption patterns over the last decade. o

Prices
Throughout the preceding préduct review a:pattern of interrelation-

ships hes begun to emerge. Weymar (gg, . 2) has developed a schematic
dlagram showing how the multitude of industry variables interact with

§/ Cocoa products can be converted into bean equivalents using these
standard conversion factors:

cocoa butter 1.33
cocos paste and nibs 1.25
cocon powder and cake 1.18
choeoplate 0.50

milk crumb 0.154
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TABLE 5. WORID NET IMPORTS OF RAW COCOA*
(percentage of total)

E. Europe
Year W. Europe and U.S8.5.R. America
1900 79 1 18
1910 72 2 25
1920 57 1 Lo
1930 56 L 36
1940 43 1 52
1950 "5 2 b1
1960 5L 11 31
1970 Hivg _ 18 ‘ 29
TABLE 6. MAJOR IMPORTING COUNTRIES*
{five year average, 1967-1971)}
Percent of
Country Tuports World Total
(1,000 long tons)
TJ.8.A. 238.1 22.1
German Federal Republic 132.8 12.3
Netherlands 111.8 10.4
U.8.8.R. 104 .4 Q.7
United Kingdom 81.8 7.6
62.1

* Source: @ill end Duffus Group ITD,, Cocoa Statistics, December
1972,
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TABLE 7. PER CAPITA C@NSUM?TL@N IN BEAN EQUIVALENTS

(kilograms)

Average Per Capita Consumption

-Country _ 1957-61 S 1GeTAT1
World ' A0 S0
U.S.8.R. .13 _ ' RS
_Germany, Demccratic Republic JL T 1.05
‘Czechoslovakia , ' 88 o 1.29
"ngerga : .00k | .C08
Ivory Coast L ' .02 .02 .
Cameroon R L L02 et
Ghana ' .03 .08
Bragzil A7 ' . 21
Ecuador 1.18 1.24
Cclombla ' ' . 1,52 1.43,
Japan _ : .13 ' 49
Israel S : 1.03 _ 1.25
Australia ' . 1.33 C1.62
Cansda S 1,60 1.87
United States : 1.61 ' 1.82
Italy ‘ .38 .58
France ' , , 1.18 - 1.57
Norway , , 1.25 Cl.92
Denmark . - , 1.33 1.78
Sweden : 1.40 1.7k
Austria , - 1.66 1.81
United Kingdom _ : - - 1.84 2,14
Belgium g 1.95 2.4l
Germany, Federal Republic 1.96 2.67
Netherlands : _ 2.19 1.48
Switzerland - ? S 3.01 3.h1

Source: FACQ, Cocoa Statistics, various issues.
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one another (Figure 3). The congregation of variables about the product
pricing point reveals the complexity and the interactlon among varisbles
which precedes determination of the price of cococa., The dilagram also
points out the mejor determinants of any other single industry factor.
¥ne observes, for example, that the two main factors affecting planting
decigions are product price and such exogenous influences as may exigt.
Wnen deeling with a perennial crop it is likewise worthwhile to consider
the time lags which mey be associated with any postulated interactions.
New planting will ultimately influence production, sales, inventory, .
production expectations, and so on. Bub, while sales may affect inventory
levels in the short run, there will be a considerable lag between the
decision to plant new trees and the ramifications in the form of addi-
tional output which this production decision may ultimately make.

The aforementioned suggests a "cobweb" type behavior which may
help to explain the interyear and interdecade production changes-and
influentisl factors which operate within the cocoa market. Theory . .
though must be tempered by reality and the possibility exists for exoge-
nous variables to override the classical endogenous determinants of
supply and demand. Figure L4 portrays the classical ecbweb model showing
the disequiilibrium betwegn supply and demend at period one, and the
resultant oscillations in price overtime. Farmers respond to priceg-
but their inability to aiter supply in the short run only aggravates.
the situation. : '

World cocoa prices are graphically represented in Figure 4, Though
the graph shows the extreme fluctuations over time it does not show the
equally wild imtrayear fluctuations.ﬁ/ There appears to be no clear
price trend with price averaging about 30 U.S8. cents per pound. . Bince
1925 the market has witnessed a high exceeding 68 cents and lows of
less than 4 cents, Also visible in Figure 5 are the production and - .
corisumption situations. Consumption is represented by grindings of . -
raw cocoa beans and production by the availability. &ne might even
superimpose a ten year lagged model on this graph taking the 508 as
one time period, the 60s as the next and continuing the nodel into
the 70s which are presently generating the highest prices for cocoa
products in this century. This, of course, is speculation and requires
a rigorous eccnometric analysis which is beyond the scope of this
paper. Nonetheless the oscillations do suggest a need for stabiliza-
tion if maximum resource sllocation is to be achieved and an orderly
market maintained. It is believed that the International Cocosa Agree-
ment will affect some of these types of improvements. ‘

2/ The curremt price on the nearest contract (December 1973) is
58.78 cents per pound and prices have fluctuated from 3C.20 to 76.95
during the life of this conbract, Wall Street Journsl, November 1973.
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FIGURE 3. PLOW GEAPH OF COCOA INDUSTINY STRUCTURE
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&ne fairly reliable yardstick for judging the cecoa situation is
the level of stocks in comparison to grindings (12, p. 3). Until
recently cocoa manufacturers usually kept @ minimum of three months
supply on hand when prices were high and a six months supply when prices
were low. Stocks are expensive to finance and maintain, and it appears
that cocoa stocks have dropped to an average below two and one-nalf
months in the 1969-72 pericd {see Annex D). What this new stocking
policy means, whether it is a lasting phenomena, and the affects it will
have on the marketing system have yet to be determined. Complicating
the matter further will be the implementation of the ICA which is expec-
ted to influence stocking pelicy of manufacturers once operative,

Demand

The demand for cocoa products and the prices they command will e
influenced by consumer incomes, tastes and preferences, the availability
of good substitutes and/or complementary products. Demand is also con-
ditioned by the expansion of markets, population growth, and changes in
income patterns among consuming countries. Price elasticities of demand
for cocoa are usually reported as being negative with quoted figures of
gbout -0.25 representativee}o Such figures are confirmed by the @rgani-
zation for Eurcpean Economic Cooperation though they express reservations
concerning the statistics used (16, Annex ).

A negastive price elasticity of demand mey be interpreted as meaning
that precentage increases or decreases in price will not be reflected
on a one-to-one basis in product demand, Thus if the price were to go
up by one unit, demend would fall only by one-quarter unit. The impli-
cation being that a concerted effort on the part of producers to withhold
stocks would result in increased revenues and profits., Such statements,
while undoubtedly true for the short run,must be tempered by the avail-
ability of substitutes for cocoa products and/or changes in the elasti-
city figure, @ther fats and oils can be substituted for cocoa butter;
decreasing the size of a chocolate bar reduces consumption as does
increased use of fruits and nuts in the place of chocolate products (ig,
pp. 2-3). It should alsc be noted that only about 50 percent of choco-
late prcducts originate in the form of a cocoa bean; other ingredients
are sugar, milk, fats and oils.

Income elasticity of demand must also figure in our analysis.
Figure 6 suggests that per capita consumption of cocoa rises with in-
creasing income. It also suggests that consumption of cocos rises
faster among low income countries than among high, i.e., the lower income
countries have a higher income elasticity of demand than the high income
countries. Bringlng the point orne step farther it suggests that there
exists a saturation point, albeit one that has not been reached, where
further consumption of cocoa will cease or perhaps decrease as incomes
continue to rise (see Table 7 above).

}9/ FA® reports elasticity of -.25; Behrman gives a figure of ~.25,
and IBED uses a figure of -.30 (12, 2, 6, 7).
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Prospects for the Future

FAO statistics project income elasticitles of demand ranging from
.30 in North America to 1.20 in East Africe for cocoa 6, 7). In
the analysis the interactionof income with guantity consumed is reported
as Tollowing the Engel curve presented in Figure 7, It is observed that
as income increases, cocoa consumed also lncreases but at a decreasing
rate. It has been hypothesized that at some point saturation will be
reached; though this has yet to be observed in the real world.

Forecasting techniques are not very highly developed and must be
tempered by many factors. TFAQ® considers oaly population and income as
endogenocus variables and holds all other factors constant. A more real-
istic anelysis would, in addition to recognizing such variables as
weather, disease,and technclogy, have to take special cognizance of’:

growth in world output;

stocking policy of traders and manufecturers;

purchases from the centrally planned countries;

. cChanges in tastes and customs {e.g., reflecting concern with
cbesity and dental care); and

5. the effects of the International Cocoa Agreement which 1s now
in effect.

°

°

S WP

Growth in demend is expected to increase at an annual rate of 2.7
percent over the decade from 1970-80, with the most vigorous increases
coming from the low income countries. Though the developed countries
are expected to continue to consume 7@ percent of preduction, Kasgtern
Buropean countries and the IDCs are also expected to increase thelr con-
sumption as per capita income levels increase (6, pp. 2o4.230) . This
increase in procduction if translated into dollar figures comes to approxi-
mately $1,250 million of foreign exchange earnings (less local consumption)
for the countries concerned. As stated earlier the commonly used price
elasticity of demand for cocoa is -.25. Using this figure it is construc-
tive to show demand for cocos under slternative prices. From Table 8 a
significant inecrease in demand 1is witnessed between the three pricings
shown.

l;/ Per capita income elasticity of demand, FA® projections (I,
pp. 129-281).

Country Elagticity Country Elagticity
World =31 L, Anerica T2
N. Americsa .30 C. Anmerica 62
W. Eurcpe .34 Near Hast 58
Japan .80 ' Asia and Far East .91
W. Africa .89 USSR - E. Europe .78

E, Africa .. 1,20
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TABLE 8. DEMAND IN 1980 AT VARIGUS PRICES @F COCOA BEANS
{million tons)

254/1b., 30¢4/1b. 35¢/1v.

World 2.00 1.91 1.83
World«~excluding the

Centrally Planned Countries 1.68 1.61 1.55
Centrally Planned Countries .32 .30 .28

Source: FACQ, Agricultural Commedity Projections 1970-1980, Vol. II,
CCP 71/20, Rome, 1971, p. 226.

Accompanying the projected increase in world production from 1.4
million tons in 1970 to 1.8 million tons in 1980 will be shifts in rela-
tive shares. In Africa, Ivory Coast is expected to show the greatest
gain, increasing its market share from 12 to 15 percent with a 25.percent
increase in precduction. In South America, Brazil 1ls expected to show
a decresse in its share of the world market from 12.5 to 10.9 percent,
Table 9 shows the shares of the world market as proportioned among the
mejor producing countries in 1970 and as estimated for 1980,

@ne might reascnably expect gradusl increases in both production
and consumption over the next decade with these two market forces remain-
ing in approximate equilibrium., As the major producing countries are
few in number, it is reasonable to assume that cocos will continue to
be of importance to their economies (excluding Brazil) with their rela-
tive shares of export earnings declining as manufacturing, other agri-
cultural preduction, and services obtain greater importance. Given the
meny imponderables concerning forecasting the figures should be used
only as the most general guidelines. Nonetheless they can serve as useful
aids to planning and policy formulation.

Marketing

Marketing of cocoa beans can be easily divided between the domestic
and international arenas. Prior to both the Second World War and the
independence of mogt African countries domestic markecving was performed
by large private trading firms. These firms purchased the raw agricul-
tural commcdities (i.e., palm kernel, coffee and cocoa) and were also
the wholesale and retail sellers of imported goods to the colonies.

Thus a two-way trade develcped between the farmer and the trading company.
Between these two levelswere found many layers of brokers and subbrokers.
This is not surprising considering the fragmented and dispersed nature

of the small holdings and their remoteness from markets.

"Forward sales” were a feature of the market where sellers were
in close contact with traders. Thus the farmer had accesg to the goods
needed during the preharvest season and the seller realized assured supply,
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TABLE .9, . COCCA: PRODUCTION BE REGIONS AND COUNTRIES
, 1970 AND PROJECTIGNS FOR 1980

Percentage of World~Production£/

1970 T 1080
AFRICA - : 71.5 Tk
Ghana = - 28,3 - 26.9
Nigeria~ = | 173 - - 183
" Ivory Coast | - 122 . . 15
- Cameroon o ' 7.8 ' . 8.0
Others - - : . 5.9 IR 5,7
LATIN AMERICA 256 . S 229
Brazil =~ = C12.5 0 11009
fthers 13.90 12.0
ASIA | - o S 40
SCEANIA . _ a 2.2 ' 2.1

-1/ Numbers may not add exactly due to roundlng.

Source Fag, Agrlcultural Commodlty Progectlons 1970-1980, CCP 71/20
Rome, 1971 Vol. I¢) P 227
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sales of his imported goods, and some speculative profits in years when
cocoa prices were high. Reportedly prices to the producef-were. unstable
in these markets with relatively poor communications and sizeable forward
sales. Unfortunately during the prewar years there is no way to deter-
-nime producer prices from historical f.o.b. prices (16, Anpex III).

: Subsequent to the Second World War statutory marketing boards were

' established in both Nigeria and Ghana.l2/ The estsblishment of these
boards was precipitated by a reported buying agreement among the exporting
firms and & boycott of European goods and hold up of cocoa saleg by Gold
Coast farmers. This resulted in an inquiry by the Norwell Commission
which could not substantiate the buying agreements but still recommended
the egstablishment of producer cooperatives which would in turn sell to
shipping agents. During the war years (Second World War) the West African
Produce Control Board was established to purchase cocoa from established
shippers and prevent the complete disruption of cocoa marketing which pre-
vailed at times during the First World War. These controls eventually
became the Cocoa Marketing Boards in 1947, The boards fix the price paid
to the producer at the beginning of each year and purchase beans through
licensed buying agents. The cocoa is eventually sold abroad by the mar-

" keting boards. In addition to fixing the purchase price, the boards also
guarantee to purchase all the cocoa that is available,

_ In theory the boards act to stabilize the internal prices pgi&3to_
“the producer; incurring deficits in years of low cocoa prices and accumu-
lating a surplus in years of high prices. There is often a large differ-
ential between prices received by the boards and prices paid to the pro-
“~ducer. -Table 10 reflects the proportion of export unit sales received

by the producer. It does not show how well marketing board action in prac-
tice has corresponded with their ststed theoretical objectives. The diffi-
culties of generating revenues and the problems of taxation in the devel-
oping countries are widely discussed. It is acknowledged that taxation

of exports, while perhaps not the most equitable solution, is easgily
accomplished, efficient, and usually resulis in the least political con-
troversy. Thus it is hypothesized that 1) large revenues have accrued

to the marketing boards, 2) much of these funds have been used for their
stated purpose, along with establishing cocoa research centers and sup-
porting extension activities, but '3) much of it also reverts to general
revenues with the peasent farmers bearing the brunt of national develop-
ment-surban and rural. ' oo S '

In addition to the marketing boards of West Africa there are other
marketing vehicles prevalent in the domestic cocoa marketing system.
Figure 8 portrays the flow of raw cocoa from producer through domestic
marketing intermediary, to the international market place, finally ending
at the retaill outiet. :

;g/ At this time Ghana and Nigeria account for 50 percent of world
preduction (2).
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TABLE 10, PRCDUCER FRICES AS PROPORTI?y OF EXPCRT UNIT
VALUES IN-MAIN PRODUCIEKG CCUNIRIES= , 1958-71

(percent)

Year (Ghana Nigeria ‘ Tvory Coast Cameroon
1958 b2 b9 ‘ 69 5]
1959 43 57 54 k3
1.960 51 70 69 58
1961 66 60 86 - RER
e 70 59 67 70
1963 65 58 62 62
1964 56 56 60 6k
1965 67 75 81 90
1966 70 kg : 56 57
1967 57 5 53 48
1968 45 38 Lk ]
1969 43 4] 33 34
1970 36 e laly 4o
1971 L8 58 57 53

}/ Actual producer prices are not published for Brazil.

Source:  IBRD, "The World Cocoa Market," (unpublished report),
1973. - . .
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In addition to marketlng boards the major vendors of cocoa beahs
Care the prlvate traders and the Caisses de Stabilisation which operates
‘in French West Africa, The Caisses operate throughout French West Africa
though the Ivory Coast and Cameroon are the two countries of magor impor-
- tance to the cocoa trade, The Calsses,unlike the marketing board, do

not take possession of the physical crop and private. traders do the buylng
and physical handling. The CalssesdeStablllsateonWereestabllshed in
1954 and they fix the export price’ ‘which the private exportlng companies -
will receive, ‘fix prices to producers, and engage in research and pro-
motion activities similar to the marketing boards, Differences between :
the fixed selling price and the actual market price recelved by the
exporting firms are rectified either by an adjustment from the Caisses

to the firm or a rebate from the firm to the Caisses. As with-the mar-
keting voards the Caisses serve to stabilize the internal market.

Alongside the Caisses de Stabilisation and the marketing boards are
the operations of the private traders--prevaiert in countries exclusive
of the "Big Five" excepting Brazil,

Brazll is' a npe01al case since lev1es on cocoa exports suppcrt one
of the best research and extension export crop units in the world __/
The Comissao Executiva do Plano de Recuperacao Economico Rural dc Lavoura
Cacauerra (CEPLAC) was originally set up to rehabilitate the cwcoa plan-
tations of Bahia and has since evolved into a dynamlc research-extension
organlzatlon. In Bra21l exporters are allowed minimum expcrt prices and
prlvate traders handle the domeatlc marketlngg_,

The princ1pa1 1nternatlonal COCOo& . markets are located in New York
and London, with markets of lesser importance located at Antwerp, Paris,
Bamburg and Amsterdam (16, p. 108). Using the London market as an
example, two types of institutions are found: the "actuals market" and
the "terminal market.,” The actuals market is not a formal market but
rather is descriptive of the real buying and selling of the physical pro-
duct for immediate delivery, Brokers and dealers buy beans from imporiers
elther for thelr own account or for .customers. 1 / Whlle ‘this is not a
public merket, it appears that part1c1pants are knowledgeable and well
1nformed of current transectlons w1th1n the market L

‘T F'l3f“-T%rsenal cemmunicatioh ffom”Dr..Stehis‘Pennegi&eSLngﬁP)'August
1973);,f. ' L .

lh/ Brokers usvally act on orders from & manufacturer or cocoa user
while dealers will take & position in the commedity; i.e., they buy when-

they do not have & customer for the goods.  Some firms act as both’
dealers and brokers. Dealers usually service the smaller-manufacturers. -
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. The terminal market is the organized market referred to in the

. United -States as the futures market. This is partially a "paper" market
'}‘Wlth only a smail percentage of the actual trades ever terminating in

a delivery of beans. ‘The terminal or futures market . prcv1des a meeting
place for manufacturers, desders, sellers, trading companies and specu-
lators. Manufacturers and dealers can reduce their risks by either
hedging against . their future néeds or hedging transactions whick they
have already made. Manufacturers -can assure themselves of a guaranteed
supply in the future at a speC1f1ed price. The function of the specu-
lators 4is to provide the "numbers” necessary to a freely operatlng market .
These speculators are the many buyers and sellers, all privy to the same
information, who prov1de the environment of free competltlon and make it
difficult for single merket transactions or collu51ve agreements to in-
fluence the market. The actual accomplishments and ‘the usefulness of
‘the futures market can be argued pro and con; the argument will not be
pursued in this paper. Suffice to say that the speculators assert their
service to the industry by providing an orderly market while their oppo-
nents claim that they only magnify prlce changes and trends, serving
only thelr own speculative desires.

Certain inherent features of the cocoa trade make the marketing pro-
cess difficult. First the crop is seasonal in nature and though much
of the crop is marketed throughout the year by the African marketing
boards, the bulk of the marketing tskes place from October to March.
Next the variability in production from one year to the next must be
considered. Production may vary by as much as 20 percent’ from one year
to the next (16, p. 113). Lastly, the market is dominated by a few
buyers and a Tew sellers, The marketing boards of 'a few African countries
market half of the world crop, while on the other side there are, in
reality, few manufacturers. For example, the ten largest firms in the
U.K. supply 78 percent of the chocolate confectlonery taken by the home
market (16, DL 11&) ‘

'ThéVCocoa Agreeméntié/f

The preceding survey of the cocoa economy provides some insight into
the perceived need for a cocoa agreement. While consumption is growing
at a fairly steady rate the vagaries of production are an unsettling force
in the market. Production may vary by considerable quantities and the
causal factor is not always the same. ®ne year it may be weather, the
next, disease problems are of ccnsequence, the year after the lagged effects
of previous years of low prices and lack of government support (which was
reflected in low planting and replanting rates) may finally materialize
and so on. The point of similarity between these factors is that none of

;g/ In addition to negotiations which took place under the aegis of
UNCTAD, there are various cocoa research groups, the Cocoa Producers'
Alllance (Ghana, Nigeria, Brazil, Ivory Coast, and Cameroon) and an FA®
group called Sub-Group on Statistics of the Intergovernmental Group on
Cocoa {previously called the Study Group on Cocoa).
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them can be remedied by man in the short run and that they result in
fluctuating production which leads to fluctuating prices. Proceeding
further, fluctuating prices (if they are random) are difficult or: impos-
sible to predlct and therefore may result in disastrous development
plans at worst and resource misallocation at best,: The-cocoa producing
and consuming countries see the cocoa agreement as the prescribed solu-
tlon to many of the1r problems.

The Internatlonal Cocoa Agrenment (IGA) 1972 is 1ntended to prevent
excessive price fluctuations which adversely.affect both short-term and
long-term interests of both producers and consumers and ito promote an
orderly marketing of cocoa ;_/ The agreement is the culmination-of more
then sixteen years of talks and was finally adopted in Geneva on 25
October 1972 after a six week negotiating conference called by the United
Nationsg Cqmm1351on on Trade and Development . (UNCTAD). The ‘ICA has been
ratified and is scheduled to go: into operatlon during the 1973- 7# season -
(October to September).l?/ Almost all producing and consuming countries
have ratified the agreement, with the exception of the United States.

The U.S., which imports ‘dbout 25 percent of the world cocda é¥ports, has
indicated that it will cooperate on a limited vasis.18/ It is not expec-
ted that the United States' nonparticipation will have a disruptive
effect on the agreement though it certainly does not help.. The reason

is that most other importing countries of conseguence do belong, as do
all major exporting countries, Therefore, the U.8. will be, in effect,

a participant without belonging. There are not enough nonmember coun-
tries to supply U.S. reeds.. *' ' o

The obaectlves of the agreement Wlll be fulfilled hy restrlcting
cocoa; exports through a quota system and by establishing. a buffer stock
with a capacity of 250,000 tons (18 percent of 1972-73 productiocn). The
buffer stock will be used to maintain prices between a minimum of 23 and
a maximim of 32 U.8. cents per pound. Stocks will be sold when prices
rise abgve. 32 cents per pound and they will be purchased as prices fall
or purchased from supplies in excess of quotas. : :

The organlzation shall function through the Internstional Coces
Council and its Executive Committee. All decisions of the Council will
be made by vote. Exporting and importing members each hold 1,000 votes.
One hundred votes are equally divided among all the mambers (1 e., 100
to all importing and 100 to all exporting countries) with the remalnlng
900 dlstrlbuted in proportion to basmc quotas or to 1mports. .

g§/ References tiroughout this sectlon are from the United Nations
Cocoa Conference 1972 TD/COC@A 3/9 unless otherw1se spe01fled

mm/ It is doubtful that it can have much effect this year due. to
the record cocoa prices-and the lack of adequabte suppliess - The New York-
spot "Acera" cocoa bean prices averaged 86 cents per pound during July 1973.

18/ )In the past the U.S. has not joined the sugar or tin agreements
(20, p. 6).
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..Basi¢ quotas have been allocated to each country and will be reallo-
cated after the first year of this three year agreement. Quotas were
initially arrived at by taking the highest production since 1964-65 and
these will be revised after the first year of operation. Table 11 shows
the basic quotas for exporting countries; there is no basic quota for
exporting members producing less than 10,000 tons of bulk cocoa, nor to
producers of fine or flavor cocoa (Annex F). o

Quotas are also regulated according to the portion of the year which
has passed and with respect to the prevailing price. Exports during the
first half of the marketing year (to March 30) are limited to 85 percent
of the country's annual export quote, and exports to the end of the third
quarter are limited to 90 percent of the annual export quota.

This inshres that members will be ih'aipositioﬁ to comply with the
quota restrictions as they relate to the prevailing price. Export gquota
adjustments will be made according to the following schedule:

Cents per pound. .. .Quota (%)
‘Below 24 . o 90
2k - 26 : , 95
26 - 27 I 100
27.5-29 _ - 105
29 and sbove’ no restrictions

In addition to the export quotas the ICA provides for the institution
of a buffer stock and a manager responsible for buying and selling in
accordance with the provisions of the agreement. The buffer stock is

%o be Tinanced by a levy of one cent per pound on all cocoa exported by
member producing countries. Cocoa from nonmember producing countries

will also have to pay the levy before being allowed entry by importing
members and all such transactions (exports and imports) will be controlled
by certificates of contribution. During times of quota cuts, imports from
nonmember countries will be restricted. In the event that additional
finances are required for operation of the buffer stock, the International
Monetary Fund will finance up to $60 million in loans.19/

. When exporting members have beans in excess of their quotas, the

_ manager will purchase. these beans and make an initial payment of 10 cents
" per pound. Upon sale of the beans the manager will pay the balance, less
transport, handling, storage and associated costs, to the original selling
country., In the event that the buffer stock has reached its maximum
$250,000 tons capacity,the manager will sell any further cocoa purchased
to nontraditional sources (vegetable oil processars) with the producing
country receiving the equivalent of the f.o.b. sale price.

19/ The IMF has loaned $27 million to the tin agreement for its
buffer stock. ‘ :
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TABLE 11. BASIC QUSTAS ALLOCATED TO EXPCRTING COUNTRIES -
 UNDER THE INTERNATTONAL' C80@A AGREEMENT

- Exporting Countries “‘y ‘ 'bedugticn: 1_% ‘_i"Basichpotas -

(Ehousends of toms) . . (percent)

Ghansa, 580.9 36.7
Nigeria o - 307.8 - 19.5
Tvory Coast TSR b6 oale
Brazil . . 2006 TR
Cameroun ., - - | ‘. S .126,0 ' ::"  o 8.0zj_f:”
ﬁominicanaRepublic.l-,;- ;_‘- ..‘h7dO . . o ;3.0 ,
Equatorial Guinea | 38.7 | | ‘é.h
Togo o o . _. L - 2800, - 7. 5. 1,8
Mexico - | :— o -l;: -;:Q -27,0  - o ,;:- :lw:?i.7

CpeTAL .. .1,580.0 . .100.0

Source: United Natidns, United Nations Cocoa Conferénce,lQ?E--
Summary of.Proceeaings,.(TD/COC@A._3/9), Paris, 1973.
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®ther provisions of the ICA provide for expansion of trade in cocoa,
promotion of consumption and dealings in processed cocoa products, and
arbitration of disputes between member countries.

The "International Cocoa Agreement is not the first commodity agree-
ment enacted'inarecent_times. - §ther agreements have achieved varying
degrees of success or failure. There is a theoretical framework within
which commodity agreements are proposed and strudtured, though in prac-
tice they are modified by noneconomic considerations. It is useful to
~ ‘proceed with'a discussion of the theoretical aspects of commodity agree-

“ments, keeping in mind the ICA and-its provisions, and making comparisons

_ The peper concliudes by pondering.tﬁé shox%wéhd long-

"~ fun implications of the International Cocoa Agreement. "'«

Commodity‘Agreements*-Types and Provisions

, There are numerous types and variations of commodity. agreements
which may be used to correct problems associated with the marketing of
primery commodities, especially those marketed by the developing coun-
tries. In the past the developing countries’share of world trade has
steadily declined (13, p. 11). This is the result of both a weakening
of primary product prices relative to those prices of manufactured goods,
and a slower growth in volume. In this context it should be noted that
88 percent of the export earnings of developing countries are derived
from primary product sales (13, p. 155). o -

In many instances there is an unhealthy concentration of export
earnings eminating from one or two commodities (see Annex E for a de-
tailed examination of commodity concentration in the export trade of
developing countries). Though commedity arrangements are not a proxy
for industrialization and diversification, they can ameliorate some of
the problems associated with primary product marketing and export con-
‘centration. The type of commodity arrangement most suitable for a speci-
fic product will ultimately depend on the political possibilities for
implementation, its peculiar characteristics and marketing considerations.
The more important marketing considerations are:

a) whether the commodity is perishable or not. It is not tech-
nically possible to store fresh bananas for any length of time,
and therefore a buffer stock arrangement would not seem appro-
priate.gg/ In the same vein storage costs make certain types
of commodity arrangements more attractive to specific commodi-
ties. One envisions a spectrum of storage costs ranging from

- high (tea) to medium (cocoa) tc low or negligible (tin) as a
erucial varisble in deciding upon an appropriate marketing
arrangement .,

gg/ This should not rule out the possibility of it ever being fea-
sible.  Shell eggs are commonly frozen and carried cheaply (13, p. 71).
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- b)) The pricde and -income elasticities faced by a commodity will also

-~ 'determine-the approaches to marketing which are feasiblei’ For
example, & buffer stock for peanut oil msy not be very. useful
considering the multitude of substitutes available.

¢) If the product must compete with synthetic substitutes, e.g.,
rubber or sisal, then this sericusly constrains the possibili-
ties for increasing prices by withholding stocks.

d) The speéific'source.of-the marketing problem must be given
recognition. Different solutions are called for if, for instance,
frequent price fluctuations are associated with demand peculiar-
‘ities or if the problem arises from frequent changes in supply.

" &) Commodities having to compete with goods produced .in the temper-
*' ate zone (oilseeds and fats, grains, and the like) must develop
R a different marKeting strategy than:those which do not face this
- “type of competltlon (e.g., tropléal beverages—-cocoa, coffee,
“anpd tea).- -

Assoczated w1th the aforementloned polnts are the goals and objec-
tives of a specific commodity agreement and tlose of its members.. The
agreement may be trylng to assure adequate supply, it may be trying to

* " reduce price fluctuations, or it may seek to stabilize export earnings.

"‘Alternatlvely, its obJectlve may be to check a prolonged: fall in prices,
it may wish to forcé some reallocation of rescurdes or its goal may be
to put prices on a new and higher plateau.giﬁ ‘Keeping in mind the dif-
ferent goals and obJect1Ves, and the dlfferlng circumstances which may
be operative in partlcular markets, we can ncw cons1der the various al-
ternative agreementse E : :

Multilateral contracts are one form of commodity arrangement. In
this scheme exporters sell and importers buy stipulated amounts at speci-
fied prices (12, pp. 35-36). In the IBRD classification it would be
called an export quota system. It implies that~ developed countries would
purchase at fixed prices and there would be constant availability of
export supplies. Such agreements may be designed to improve a market
trend or to check a prolonged priceé fall. Examples of such agreements
were the Coffee Agreement of 1968 and the Sugar Agreement of 1962. The
tin and cocoa agreements contain gquota provisions. Though the provisions
are intended to alleviate problems they also presént a few of their own.
Allgnlng domestic supply with the assigned quota level, arranging for
an equitable allocation of guotas and encouraglng,not dlscouraglng, resl-
1ocat10n of resources are problems whlch arise. :

- Bilateral agreements are prevalent ifr many trading Sltuations. The
international sugar market is riddled with such contracts. As a result
the world sugar price only reflects the present supply-demand equilibrium

of a residual of the total marketed-crop.'ﬁin,the past,sixty percent of

g;/ Stabilizing price fluctuations and stablllzlng export earnings
are not two names for the same thing. It has been shown that for coun-
tries faced with a low price elasti eity of demand, and whose export earn-
ings consist largely of a single commodity, decreases in the price fluctua-
tionhs on the international market will decrease export earnings (l@).
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world trade in sugar was handled under preferential agreements; the more
important being the Commonwealth and U.S. quotas. Both systems have
hlstorlcally pald hlgher than the world price for sugar.

Attempts have been made at producer alllances (cocoa) and unilateral
withholding though they have not proved successful

Internatlonal buffer stocks and/or funds are perhaps the most widely
discussed and the least used of all commodlty agreements.

_ A buffer stock agency is an off1c1a1 organlzatlon opera~
ting on a national or international basis to.stabilize a parti-
cular commodity market, usually in terms of maintaining market
prlce at a defined level or within a defined range. For this
purpose, it has access to stocks of the commodity which can be
sold to defend: the ceiling price and to cash resources which
w1ll be needed to preserve the floor prlce. (12, p. 3)

22/

In the past only the tin agreement contalned a buffer stock prov131on.

Buffer stocks are recommended where supply and demand irregularities
are present Such a facility will usually not 1lift prices to a higher
plateau but is designed to maintain prices within a certain range. The
objectives -are to present an assured supply. to the world market, reduce
price fluctuatlons and allow for better planping and resource allocatlon
by farmers and industries in participating countries. A buffer stock
must have access to adequate financing and be sklllfully managed by an

"sutonomous” agency. - Lastly con51deratlon 1§ glven to maJor issues’ :
involved in ‘implementing a buffer stock.

1) The substitutability of the commodity must be analysed. It

C would not do much ‘geod to have a puffer stock for groundnut
- 0il when no provisions are made for the other vegetable 01ls
" and fats.

"~ 2) The price range within which the commodlty prlce will be free
to fluctuate must be decided upon and taklng 1nto con51deratlon
“any trends which may exist. :

3} ‘The points of intervention by the. buffer stock management must

. be agreed upon.

4) The effects of reduced - price fluctuatlons on’ supply and demand
must be considered. It:is probable that customers will reduce:-
speculative stocks 1f the buffering effect works and an -assured
supply is available within a specified price range. ¢n the
supply side neither price nor buying capacity should encourage
increases in production since this will only complicate the

" prospects for equalizing supply and demand.

5) The costs of storage weigh in heavily on any decision to develop
a buffer stock.

6) Lastly, a method(s) and availability of edequate financing must
be provided for (13, p. 120).

gg/ International agreements have covered wheat, sugar, coffee, tin,
rubber, tea, copper and olive oil., UNCTAD has recommended buffer stocks
as a stabilization device for cocoa, natural rubber, sisal, jute, fats and
oils, sugar, lead/zinc, and manganese ore (UNCTAD-TD/8, 1967, pp. 10-11).
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. The preceding discussion highlights the various provisions and types
" of arrangements available to the architects of commodity agreements.23
"It is likewise apparent which considerations were important to the ICA
and the types of provisions which were made to accommodate them. It
remains to consider what the implications of the agreement will be on
member countries and what repercussions will follow in the international
market place. '

Conclusions

It is unlikely that the agreement will have an immediate effect on
the market. The current price of cocoa on the world market is at histori-
cal highs and there are no buffer stocks of cocoa to sell., Considering
the availability of external financing and currently accumulating revenues
from export and import levies, maintenance of the floor price should not
be a problem. Further, the size of the allowable buffer stock appears
adequate at 250,00C tons and s problem similar to that experienced by
the tin stocks (too thin) should not arise. For the time being there
appears no way to maintain the celling price, though the current situa-
tion is probably a blessing for it will allow at least a year of "good
times" during which the management can work out those problems which
always plague neophyte organizations. In addition, the levy of one cent
per pound is not reslly as noticeable when the price is 60 cents per
pound as when it is 20 cents. The situation should encourage compliance
and participation.

The agreement, through its quota provisions, will necessitate coor-
dinating national and regional planning policy (regarding the cocoa sector)
with the provisions of the agreement., Country sovereignty is somewhat
lessened in this respect and as hardships or sacrifices are called for,
strains within the organization will be visible. In this respect the ICA
has alsc provided some "safety values." The initial agreement is only
for three years at which time it will be renegotiated. Export quotas
will be reevaluated after the first year. Both these provisions allow
for flexibility and ephance the possibilities for success.

No mention, as yet, was made of the effects on consuming countries.

The agreement should complicate slightly the necessary paper work zsso-
ciated with cocoa imports but should have no other effects for a few
years. Eventually, manufacturers may be able to carry smaller inventories
and be assured of a constant supply within a specified price range. As
the agreement was ratified by almost all the producing countries and by
encugh importing countries so that their total imports equalled 70 percent
of exports, there is no reason to assume dissatisfaction. It should not

23/ There are other schemes and proposals concerning commcdities.
@ther schemes which have been discussed are the Terms of Trade/Levy Schene,
the Minimum Export or Import Price Schemes and the General Compensatory
Schemes. The reader is referred to FA® Commodity Policy Studies No. 22,
"Approaches to International Action in World Trade in Cilseeds, @ils and
Fats, Rome, 1971, or tc the numerous other works on the subject by the
U. N. organizations, the IMF or IBRD.
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be forgotteh that the ICA's implementation took 16 years of negotiating
and a plethora of meetings which should have produced a sound agreement.

One significéht.uhknown,concerns'the competence and skill of the
buffer stock manager. The environment in which he must operate is a
sophisticated one, and the transactions required of him delicate.

In the finel analysis there appears no glaring possibility for fallure
and optimism toward the success of this venture need only be tempered by
the relative lack of success of commodity agreements in the past.
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ANNEX C
VAIUE OF EXPORTS OF C€C@A PRODUCTS BY DEVEL®PING CCUNTRIES

(a) Yearly average value for the period indicated, in US § million.

(b) Share of cocoa products in the combined value of exports of cocoa
beans and products, in percent {rounded)

(c) Rate of growth of the total value of exports of cocoa products by
developing countries, in percent per annum

1950-195k4 1957-1961 1967-1971
Average ohare Average Share Average JShare

(a) (b) (a) (0) (a) (®)

Costa Rica - - 0.08 1 0.39 10
Cuba 0.33 60 0.15 20 n.a. n.a.
- Dominican Republic 5,45 2h 7.43 35 0.37 2
Jamaica 1.1k 57 1.03 65 0.55 hi
Mexico n.a. N.a. 0,20 8 2.96 Lo
Trinidad and Tobago 0,01 0,10 2 .03 1
Brazil 13.16 1k 25,89 27 29.84 30
Ecuador n.a. N.8. 0,01 0 2.62 9
Venezuela n.a, n.a. 0.15 2 0.20 3
Cameroon 0.35 1 Ll 11 15.58 24
Ghana 3.64 2 2.18 1 28.17 12
Ivory Coast - - - - 18.00 18
Wigeria n.a. n.a. N8 N.a. 15.60 9
TOTAL ob 12 5 41 .54 8 11L .02 1k

1950-5U4 t01657-61 1957-61 0 1967-71 195054 to 1967-71

{(c) Rate of growth : 8.1 10.6 9.6
(percent} '

" BSource: IBRD, "The World Cocoa Market,” (unpublished report), 1973.
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ANNEX F
FINE OR FLAVOR COC2A PRODUCERS

{1} Countries producing fime or flavor cocoa exclusively:

Dondinica . . [ri Lanka

Eeuador St. Iuecis

Grenada + . 8%, Vincent
Indonesia ' . Trinidad and Tobago
Jamaica Venezuela
Madagascar Western Samos
Panama '

(2) Countries not producing fine or flavor cocoa exclusively:

'Percent of Production

Costa Rica IR ' a5
Sao Tomé and Principe 50
Australia (Papua, New Guinea) 75

Source: United Wations, United Nations Cocoa Conference, - L1972~
“ Summary of Proceedings, (TD/CeCO®A, 3/9), Paris, 1973.
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