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Executive Summary

“A changein behaviour can only occur when thereis an interest in doing so”

On adaily basis, commodities are being traded and transported worldwide for millions of
euros. Most commodities are produced in devel oping nations under rel ative poor living- and
work conditions and are directly exported to the industrialised nations. This report focuses on
the cocoa sector in Ghana and its relation with the internationa buyers of cocoa.

Increasingly, there are efforts throughout the world to stimulate * sustainable’ devel opments
but progressis slow. Trans-national corporations (TNCs) are under increased pressure of
consumer organisations and Non-Governmenta Organisations (NGOSs) to be transparent
about their product chain, to provide product information and to pay a‘fair price’ to the
farmers. They are developing policies but have difficulties putting it into practise whilst
respecting the * bottom line’ economics. These organisations are competing and have interests
regarding price, bean quality and regarding a stable, secure supply. Can one multinationa
makes these changes alone? What are the interestsin doing so? Will afore-runner approach
create first-mover advantages or will investments bein vain if they are not industry-wide?

Consumers are changing purchasi ng behaviour through awareness and marketing. Consumers
are the target group of manufacturing companies, which are supplied by the processing
industry who get their products (sometimes through traders) from the producing countries.
This mutual dependence requires, for awin-win approach, that the efforts are coordinated in
order to attain equilibrium of forcesin the chain.

There are many other stakeholdersinvolved, al with specific roles, responsibilities and
interests. To what extend do these stakeholders stimulate or harm initiatives to improve
sustai nable production and an increased farm income? And how can this be optimised in
order to obtain an integrated approach?

As both ends of the chain are inter-dependent, it is interesting to find convergences as to reach
a situation where producers, the industry and consumers can co-exist in asustainable
partnership.

Ghana (the second largest producer and exporter of cocoaworldwide) is heavily dependent on
the export revenues associated cocoa. In total, cocoa production accounts for 45% of its
exports. There are 1.6 million small producers. Ghanaisin a process of liberalisation. This
will creates room for change. How can the industry as awhole, and the farmers specifically,
best anticipate these changes?

In the case of the cocoa supply chain, a sustainable improvement means an improved farmer
income. The question however, is how and under what conditions can this be done? The
success or failure of an attempt to improve farm income or a more sustainable production will
be determined by the degree to which it is an interest of the actors involved.

With farm income, many aspects converge. Child labour, employment, equity, health,
educational opportunities, participation and environmental protection are related with
covering the basic needs at farm level. The main factors that influence the farmers' income
are; the size of the farm, the market price of the cocoa bean and the productivity at farm level.



The productivity of the Ghanaian cocoafarm isamong the lowest in the world. Because the
productivity islow, the farm income islow. Thisresultsin a situation where the farmer has
difficultiesto spend money on farm inputs or to save money at the bank. Accessto credit is
very bad. Thus, the productivity remainslow. This cycle needsto be broken. It should be
broken becauseit isin the interests of dl involved.

Therefore, the objective of this study is:
“Toidentify and assess convergences of interest for stakeholdersin the cocoa chain,
in order to attain increased farm income and wider sustainable production”

This report takes the reader through the identification of the roles, responsibilities and interest
of farmers, buying companies, the Cocobod, credit facilitators, extension service providers,
international traders-, processors and manufacturers. With this overview, the main problems
and the main convergences of interest are identified. The key six areasare: 1) Increasing
productivity, 2) High quality, 3) Increasing producer price, 4) Improving organisationa
capacity, 5) Crop diversification and 6) Traceability.

Each area has the potential to serve as an instrument to improve farmer income through
sustai nable production, whilst respecting the interests of the stakeholders involved.

These areas are assessed, both on an individua basis aswell as on their inter-relatedness on
the practical feasibility, thelevel of convergence (and conflict) related to the areaand the
degreein which farm income is affected. Thisresultsin tactical and strategic scenarios.

The added value of this study isthat it aims at practical conclusions and recommendations for
the farmers, the buying companies, input companies and Cocobod in Ghana, aswell as NGOs
and the international cocoa processing industry and manufacturing industry. Furthermore,
there are concrete suggestions for building private- and public-private partnerships.

The two most important areas where the interests converge are increased productivity and
bean quality. Improving organisational capacity and increasing producer price, are meansto
attain increased productivity and quality.

In short, this report contains the results of a2 months stay in Ghana, in which farmers and
many other stakehol ders were interviewed. Besides, it triesto provide more than just an
overview of results, but attempts to identify the areas where stakeholdersin the chain can
work together, and to assess these areas on the practicalities and trand ate them into practical
recommendations for the different stakeholders.



1 I ntroduction

The main objective of this study isto ook at ways to improve the socio-economic situation
for alarge number of smallholder farmers who are dependent on growing export crops, in the
case of this study, cocoain Ghana. It isagiven fact that economic forcesin our global
economy are determining the way the life of millions in developing countries are organised.
These forces are strong and channelled through arelatively small number of large
multinationals like the international buyers and the processing industry. In order to reach a
sustainable improvement in the income of farmers and the long term prospects for farmer
communities, we believe that there should be real social, political and also economic
incentives for multinational companies to help achieve this. We are looking for convergences
of interest between stakeholdersin the vertica supply chain because we believe that in a
complex and globalising market, in order to accomplish a common goal, sustainable solutions
have to be based on natural principles of (self) interests, competition and reputation.

In order to identify and assess convergences of interests for different stakeholdersin the
cocoa-chain, we should set out to define a* cocoa-chain’. The cocoa-chain represents the route
of handling and the merchandising of the (raw) product from the farmer to the processed
product for the consumer, while receiving alittle added value during most steps up the chain.
Therefore, in genera such chains dealing with commodities are also called ‘value chains

The value chain approach can also help to explain certain aspects of the cocoaindustry. It
analyses the whole range of activities that go towards the creation of the final product and the
differing rates of return to these activities. In the case of cocoa, the returnsthat can be
achieved through branding, differentiation of products and commercidisation can be
significant (Humphrey 1999).

There are two basic routes for countries to add value to their food producing activities. The
first isto acquire new functionswithin achain (for example, shifting processing to within the
country, or taking on branding or marketing activities). The second isto move to producing
products, which command a higher price in the market place (as for Ghana, to produce a
premium cocoa rather than basic cocoa).

The chain perspective is very important when considering the interrel ations and dependency
between sectors and actors. A change in the consumers behaviour will affect the cocoa
farmersand all the other actorsin the chain. This mutual dependence requires, for awin-win
approach, that the efforts are coordinated in order to attain equilibrium of forcesin the chain.
As presented in thisreport, in the current state of the world cocoa chain this equilibrium has
not been achieved yet.

Due to an increased consumer awareness and socia accountability for companies, the market
is starting to incorporate new principles that promote "fair" interactions, mechanisms and
benefits. Within this context, specid attention must be paid to the relation producer vs.
international buyer in order to direct the chain in a sustainable direction. The identification of
key issues that would influence the sustainability of the cocoa chain would help decision-
makers to focus future plans on these aspects. Such plans may be based on sustainable
indicators and actors' needs, to attain socia welfare, economic growth and environmental
conservation (Triana, 2003).



We have focused this study on convergences of interest towards more sustainability in avalue
chain on cocoa because cocoais atypica ‘cash crop’. It exemplifies the vertical chain from
smallholder farmers in devel oping countries to consumers of luxury productsin the western
countries. As both ends of the chain are inter-dependent, it would be interesting to find
convergences of interestsin ways to reach a situation where producers and consumers can co-
exist in a sustainable partnership.

We have chosen Ghana as a case country because after Ivory Coast, Ghanais the largest
producer and exporter of cocoaworldwide. Within Ghana, there are different production
chains (fair-trade and mainstream) and organisationa arrangements (cooperatives, individua
farmers, farmer groups, etc). This provides interesting opportunitiesto test the differences and
compare theory vs. practice on various issues. Ghanaisin a process of liberalisation, which
creates room for change. An interesting question is how the industry as awhole, and the
farmers specificaly, can best anticipate these.

Ghanais uniquein the way the internal cocoa market is organised. The state (by means of its
executive body COCOBOD) guarantees fixed producer pricesfor al cocoafarmers. It has
control over the internal market because it buys and sells al the cocoa produced in the
country and it controls the quality of the cocoa beans. At the sametime the systemisin
gradual transition from a state monopoly towards aliberalized market. Already the purchasing
of cocoaform the farmers has been liberalized, which means that there are now many
different companies buying form the farmer. Nevertheless, these Licensed Buying Companies
(LBCs) till need officid licensing from COCOBOD. Although under some very dtrict
conditions LBCs can aready export 30% of their produce directly on the world market, LBCs
are expected to be able to trade more fredly in the future. This process of transition may have
many consequences for the position of farmers, quality, productivity, trace-ability etc, and
thus provides an interesting object of study and recommendations.

No specific actor within the chain aims to squeeze the farmers. The multinationals are
becoming more and more interested to look at an integrated approach to improve the
sustainability of the cocoa chain. But these organisations are also competing and they have
interests related to the quality of the bean and related to a stable supply. One can only be
expected to changeif it isin ones benefit. So can one multinational makes these changes
alone? Will this forerunner approach create first-mover advantages or will first-mover
investments turn out to bein vein if they are not adopted industry-wide?

This report contains the results of a2 months stay in Ghana, in which farmers and many other
stakeholdersinvolved in the cocoa trade were interviewed. Besides giving an overview of
results, it aso attempts to identify the areas where stakeholders in the chain can work
together, and to assess these areas for there practicality and trandate them into practical
recommendations for the different stakeholders.
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2 Problem orientation and definitions

Thissmall chapter servesto give insight in the context within which the research objectives
(chapter 3) are formulated, and why we have focused on farm income as avery important
condition for sustainable production. Furthermore, it will provide a brief introduction to the
current state of affairsin the Ghanaian cocoa chain, giving insight into recent devel opments,
the perceived problems and the need for change.

First of al, Ghana—as a country —is heavily dependent on the export revenues associated
with agriculture and more specifically cocoa. Within the rural sector, there are 1.6 million
small producers of cocoawho typically hold lessthen 5 hectares while alarge percentage of
the population derive at least part of their livelihood from the cultivation or marketing of
cocoa. In total, Ghanaian cocoa production accounts for 45% of exports. With such alarge
amount of exports being associated with cocoa, the income from those exports has a
significant impact on the economy of the country (Tiffen, 2002: pp.18).

The average cocoafarmer has limited contact with the product market and makes little use of
fertilisers, insecticides or irrigation-based techniques of production. Smallholder farms
dominate the sector accounting for about 80% of total agricultura production. Currently
42.6% of the total population and 51.6% of the rura population lives below the poverty line
(GPRS, 2003).

We believe that convergences of (economic) interests between producers, suppliers and
(international) buyers are required in striving for sustainable solutions. The liberalisation
processwill change the roles and positions of the different actorsin Ghanaaswell astheir
interests and opportunities for improvement. Emphasizing an entrepreneuria approach
providing the right incentives is essentia. This sounds very logical, but has not always been
the departure point of sustainability initiativesin the past.

Multinational consumer brand companies and cocoa processing companies (sometimes called
‘Trans National Corporations or TNCs) in western countries are economic entities, striving
for profit and continuity. They arein constant competition with each other for market share. It
isin theinterest of most TNCsto have areliable supply of good quality beans at low costs.

Currently, Cocobod (the responsible state agency for cocoain Ghana) controls the quality and
the marketing of cocoa. But the cocoa sector in Ghanaisin the process of liberalisation,
which will affect not only the system regulating the quality and quantity of the cocoa beans,
but & so the roles and responsibilities of the stakeholders as well as the business relations.

Furthermore, the TNCs are under increased pressure of consumer organisations and
environmental NGO’ sto be transparent about their product chain, to provide product
information and to pay afair priceto the farmers. More and more, TNCs (especially the ones
that have public exposure) are expected to answer questions like: Where do your products
come from? How are they produced, grown, harvested and processed? Have the producers
been treated fair? (P+, 2003). One difficulty isthe fact that these TNCsdon’t have any formal
ownership locally and are thus not officially responsible. Another difficulty isthat thereisno
clear and uniform definition of ‘what isfair’ or ‘what is sustainabl€’ . Nevertheless, NGOs are
becoming increasingly powerful and ‘dictate’ social and environmental changes by targeting
the western marketplace and public opinion (PA Consulting, 2002).
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The most relevant key issue to attain sustainability in the cocoa chain has often been
identified as farm income. The question however, is how and under what conditions can farm
income be improved? A considerable amount of field- and academic research has been
performed on thistopic (e.g. Triana, 2003; CREM, 2002 and STCP, 2002). These studies
have aready identified and demonstrated a number of opportunities for improvement.

With farm income, many aspects converge. Child labour, employment, equity, health,
educational opportunities, participation and environmental protection are related with the
covering of the basic needs at farm level. That isabasic reason why various initiatives and
actors are demanding the implementation of local co-operatives and/or fair-traded cocoa
products. There are many factors that influence the farmers’ income; the most relevant ones
are the size of the farm, the market price of the cocoa bean and the productivity at farm level.

The productivity at farm level is related with the planted genetic material, maintenance of the
cocoa plots. Producing more with the same resources is agood aternative for the nature and
for the economy of the farmer. Therefore, productivity is abasic aspect when aiming for
sustainability in the cocoa chain. Currently, the productivity in Ghanaisvery low and thereis
considerable opportunity for improvement (CREM, 2002). Because the productivity islow,
the farm income is low. Thisresultsin a situation where the farmer has difficulties to pay for
his children’ s education, to spend money on farm inputs or to save money at the bank. Access
to credit isvery bad. Thus, the productivity remains low. This cycle needs to be broken.

Productivity can be linked to organisationa capacity aswell. Organisational capacity isone
of the key issuesidentified as a meansto improve the situation. A better cooperation between
farmers could result in better negotiating power and the opportunities for economies of scale
of farmer vs. traders. Farmers’ unions could transl ate economic benefits into socia ones and
support farmers on technical aspects to conduct the chain in a more sustainable direction.
Organisationd capacity and cooperation between farmers could improve the farmers
relationship with the banks and improve extension services.

In the padt, retailers at the end of the chain were hardly involved ininitiativesto improve
sustainability, although these actors are considered the *directors’ of the supply chain (CREM
2002). A focus on sustainable cocoa by the retailers would serve a number of purposes. It
would help to speed-up current initiatives and would give a commercial interest for
sustainability to other playersin the chain.

Based on the above, we can conclude that the roles and responsibilities as well asthe
interests, threats and opportunities for most of the stakeholdersin the cocoa chain in Ghana
are changing. The main driving forces behind these changes are the liberalisation process, the
need for economic stability and efficiency, and the emergence of fair trade and corporate
social responsibility as new forcesin aglobal economy.
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3 Objectives, strategy, methodology and limitations

3.1 Research objective

The main objective of thisstudy is:
“Toidentify and assess convergences of interest for stakeholdersin the cocoa chain,

in order to attain increased farm income and wider sustainable production”

This conveys a clear objective and thus, implies more of an action, rather than just verifying
or falsifying aresearch hypothesis. We have consciously chosen to work with such an
objective (and related research questions) because we believe the goa is achievable. The
added value of this study isthat it aims at practical recommendations.

The following assumptions form the basis of this objective:

- First, recommendations should be based on convergences of interest between some or
al of the stakeholders concerned, i.e., stakeholders should have an incentive in order
to be committed and make the solution work (win-win);

It is assumed that such convergences of interest exists and can be identified and
assessed;

Farm income is the most important aspect of sustainable production, and a
precondition for most related forms of sustainability. According to many studies (e.g.
Triana, 2003, CREM, 2000), is crucia. These studies argue that without a stable farm
income al attempts to improve sustainable production (social and environmental) are
likely to missthe essential and most necessary change.

There are many definitions of sustainability availablein literature. However, a practica
definition of sustainable cocoa production that we believe to fit our approach best is:

‘ Cocoa productions in which the small holder increase or maintains productivity at levels that
are economically viable, ecologically sound and culturally acceptabl e through the efficient
management of resources’ (ACRI/SCP, 2000)

311 Key Questions

In order to achieve this main objective we want to answer some related key questions:
- What arethe main areas in which farmers can improve their income?

What are the main problems for the farmersto do so?
What are theroles, interests and problems of different primary stakeholdersin the
(Ghanaian) cocoa sector?
What are the issues/areas for convergence of interest of different primary
stakeholdersin Ghanaian cocoa sector?
What are the main problems/ conflicts of interest, that arise from these?
How can we assess these problems and win-win potentialsin order to meet the
interests of different stakeholders?
How can we trandlate these assessmentsinto practical recommendations?

And, in view of the changing corporate and consumer awareness;
- What can TNCsdo globaly to improve farm income?
What can TNCsdo locdlly to improve farm income?
What can be learned from the fair-trade initiatives in this sector, and to what extend is
it interesting for TNCsto incorporate some or al of the fair-trade principles?
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3.2 Research strategy

In order to reach the objectives, the identified problem areas and the areas for convergence of
interests are assessed for their impact on farmer income and increased sustai nable production.
The analysiswill entail a description of the stakeholders' role and position, an analysis of the
stakeholders' interests, and finally an attempt to identify the currently faced problems,
threatsand opportunities.

This study will focus on theinternal market in Ghana. The stakehol der analysiswill therefore
be concentrated on three direct stakeholdersthat are most important in the chain in Ghana: the
Farmers, LBCs, and Cocobod. Also, the analysis will take the interests and opportunities of
the inter national buyers and processor s into account.

Within this focus, we have devoted most attention to farmers, because the objectiveisto
improve farmer income. The ideaiisthat to attain this, it is best to start asking the farmers how
they perceive their situation, how they perceive opportunities and thregats, and what are their
wishes and demands for the future.

Another reason why we focused on farmers is because they are the most vulnerable and
because they - statistically - are alarge group their socio-economic situation is considered a
key aspect for improving sustainable land-use (CREM, 2002 and others).

3.3 Methodology:

In order to achieve our objective according to the described research strategy, we carried out
field surveys and stakeholder interviewsin both Ghana and the Netherlands.

The following activities were performed during May and June 2003 in Ghana, and some
weeks both before and after this period in The Netherlands:

Both internationally available literature (academic articles, datistical data, annua business
reports of TNCs, theoretical background) and more specific loca or national data
(government policy papers, statistical data, press articles, field datafrom other studies, etc.)
were consulted whenever available and appropriate. A literaturelist at the end of this report
provides an extensive list of references used for this study.

Conducting face-to-face as well as telephone interviews with relevant stakeholdersin the
cocoa chain. Most of these interviews had a basic structure of issues to be addressed; however
their conduct was mostly semi-structured and associative. Therefore, the nature of these
interviewsis mainly quaitative, and the type of information will vary depending on the
stakeholder and issues addressed. Stakeholders visited and interviewed outside the field
survey included:
- Departments at Cocobod head office,

Directors or representatives of various LBCs

Farmers Union “Kuapa Kokoo”

Input providing companies

International buyers and chocol ate manufacturers

Handling and Transport Companies

Development organisations (NGOs and international governmental organisations)

Appendix 1V provides afull list of al the stakeholders contacted and interviewed in Ghana
and the Netherlands in the context of this research.
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On-gite visits and guided tours to areas significant for cocoa production and marketing, such
as. cocoa farms, cocoa research sites, district assembly offices and co-operatives, storage
warehouses, shipping companies at the port, processing factories, etc.

Extensive Farmer Field Survey (FFS): The core of this survey was anindividual farmer
guestionnaire, which gathered both qualitative and quantitative information on various
economic, agronomic and social issues. This survey was performed as follows:

In order to assess the farmers’ situation, we assembled aresearch team for in thefield. The
team consisted of 3 couples of an interviewer and arepresentative of the company that
provided the logistics (WIENCO). These representatives (or ' promoters’) also acted as

trand ators during interviews. The three couples split up in different regions over the country.
See appendix | for theinterview questions.

331 Interview Context

All three subgroups visited various smallholder farmer villages or ‘ communities’. The
logistics were arranged by Wienco, a company providing inputs for cocoa, as follows:
Wienco works through experienced professional s who have worked in cocoa extension
services (education to improve production) before. They go into the (remote) farmer villages
to discuss the potentia for improved farm practices through the use of inputs. The work that
they do can be compared with the old extension services CSD used to provide, abeit that they
have one central message: “ Y ou (farmer) can increase your yield and make more profit by
adopting good and serious farm practices, and an optimal use of pesticides and fertilizer”
The promoters don’t sell the inputs themselves. They promote the brands, distribute
information on farm maintenance and explain the proper use of their products. The company
provides the inputs through the cocoainput shops, and in addition are setting up a system of
private distributors. They also supply inputs for the COCOBOD mass-spraying program.

Visits were normally scheduled on the village ‘ taboo day™ , so that most cocoa farmers could
be present. Sessions were typically set up asfollows:

First welcoming by the chief and elders and a short introduction of our mission to the farmers
present (typically 20-100 people). Typically, theintroduction included a ceremony of greeting
and prayer; followed by an explanation about what kind of information we wanted, why we
wanted it, and a statement about the our independence from the company. Thiswas typicaly
followed by an informative talk on farm management and use of inputs by the Wienco
promoter, followed by questions and a group discussion (see appendix I1).

After the group discussion a number of farmers were interviewed individually, where the
Wienco promoter acted as trandator if necessary. In around 40% of the cases, farmers were
interviewed before the meeting started - as the group was being assembled. This was done to
prevent abiasfor socia desirable answersin our interviews, which could be based on the
information given to them by the Wienco promoter.

In about 40% of the cases farmers were interviewed before the group discussion took place.
Also not all WIENCO promoters always explicitly stated that they represented a company (as
their main task there wasto give education to the farmers). Around 8% of the interviews were
conducted outside the context of and without the support of Wienco, but were conducted with
the logistic support of Conservation Internationa, under the program of the Farmer Field
School. Thisinitiativeis operational in several villagesin the Area of Kakum Park in Central
Region, and the farmersinterviewed here were mostly part of a cooperative (Kuapa Kokoo).

1 Taboo day is the day of the week that the farmer does not work on the farm and is expected to participate in
community work
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332 Farmer Group Discussions

After the informative part, in most villages group-discussions were held in a plenary session.
Sometimes these group discussions started by an open invitation for questions, and then
naturally developed. Sometimes the interviewer introduced the topics, and farmers were
explicitly asked for their views on certain issues.

The type of information coming from these group discussion was often of a different type
than the information from the individual interviews, and mostly quaitative. In most cases,
interaction between farmers, community-leaders raised voices and led to inspired discussions.
See appendix 11.

3.33 Farmer Questionnaires

The farmer questionnaire was devel oped by the research team in Ghana, and gradually shaped
and improved by the information we gathered from local stakeholders, until the research team
split up. Because there were no means of communication during the two-weeks of interviews
in the villages, the questionnaire needed to be standardised for the three sub-teamsto have
comparable data.

Figure 1: Areasvisited

173 farmersfrom 34 different villages over 5 different regionsin the country (Ashanti,
Brong-Ahafo, Central, Northern-Western and Southern-Western Region) were interviewed.
Please see figure 1. Farmers were selected the following way:

The farmers were asked who was willing to be interviewed individualy. Normally about 4-8
farmers were interviewed per community. Before the selection of farmersto be interviewed, it
was explained that we didn’t want to only interview the largest and best performing farmers.

This process was mainly aprocess of auto-selection, with the community leaders trying to
meet the conditions we asked for. Although an interview took an average of 30 min, farmers
were mostly very eager to be interviewed. Thiswas mainly because they tried to make their
casefor help (in forms of input, credit or ‘ spread the word’, or tried to be eligible as amodel
farm) and because of the socia prestige.
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Almost in every community, at least the chief or chief farmer was interviewed (in most cases
is aso the biggest farmer), it was looked after that some of the more marginalized farmers
were interviewed, in order to have afair representation of the average standard of living in
that community.

A potential biasin our selection cannot be quantified because we did not interview all the
farmersin every community so we can't compare this data our sample data. We acknowledge
that the methodology used does nog exclude the risk of biasfor socid desirable answers.
However, considering the lack of time and the enormous advantages of thislogigtics (in terms
of efficiency), we are very satisfied with the amount of datawe gathered. We also believe that
the data obtained from the interviews more or less represents the average standard of living
per community. If thereisabias, however, it is probably towards the wealthier farmers asthe
generd rule of ‘the power of the wealthiest’ also holdstruein the process of selecting people
for interview, especialy when farmersfed they can benefit fromiit.

Appendix | providesthe individual farmer questionnaire, and Appendix 11 gives an overview
of the topics and questions that were used during the group discussions.

34 Limitations

Goal of thisstudy isto find convergences of interest between stakehol ders operating at
different levelsin the value chain. Finding convergences of interest and subsequently finding
organisational structures to implement them is an interesting exercise for different
commoditiesin different resource exporting countries. Of course our focus has been on one
export commodity (cocoa) in one country (Ghana), which, we hope, can serve as a model
leading to conclusions and recommendations that can be applied more general. At the same
time, both Ghana and cocoa have their unique features, which should be taken into account
when tranglating conclusions and recommendations from one situation to another.

Within the limits of thistopic, of course not all stakeholders were heard, not al regionswere
visited and not all farm practices seen. However, we have interviewed over 170 individual
farmersin 34 different communities, had group discussions (see figure 1) and spoken to
relevant stakeholders (mainly TNCs, Cocobod and LBCs). We believe to have obtained a
fairly good impression of the Ghanaian cocoa sector and, more specifically, the cocoa farmer.

Although the objective was to interview caretakers and seasonal workers aswell as
landowners, only landowners were itnerviewed. The main reason for thisisthat most
interviews and group sessions took placein the village, and not on the farm, because of alack
of timeto visit each individual farm.

There are always limitations due to choices made about the structure of the presented
information. We chose to structure our research around stakeholders and potentia areas for
convergences of interest because we believe thisisimportant from apractica point of view. It
may be inherent to this choice that this study fails to assess some other related issues, e.g.
assessing sustainability indicators or defining the concept of sustainability itself. We fed
however, that this has done well by others before, and that the strength of a message
sometimes can be conveyed best by clearly defining its limitations.
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4 Background on the global cocoa sector
41 Introduction

In order to identify the main areas of convergences of interest, it is necessary to describe the
process- and the trade of cocoa as a commodity in the world. This section will discussthe
main elements of the cocoa chain in the world, considering the current situation of bean
producers, processors, market and consumption. It will briefly explain the process for bean to
bar, the build up of profits and margins across the chain and the most relevant sustainability
issues.

4.2 Production and consumption: Facts and figures

Cocoais grown mainly grown by smallholders. According to Lass (1999) 80% of the total
world production is done by growers with less than 5 hectares. Ghana has one of the highest
percentages of smallholders of al cocoa producing countries.

The supply of cocoais dominated by few countries, the most important producers being;
Ivory Coast, Ghana, Nigeria, Cameroon, Indonesia, Maaysia and Brazil. These seven
countries produce about 87% of the market and the four African countries account for 67% of
the world production. Table 1 presents the world production in the last years. These data
include the relative small market for *organic cocoa and ‘fair trade cocod . It is estimated that
around 0.1% of the imports to Europe belong to the Fair trade program. Europe is a more
active market in these initiatives than other markets. “ Kuapa Kokoo” in Ghanais one of the
major traders under this system (Triana, 2003). But its' shareis still very small.

COUNTRY 1997/1998 |1998/1999 1999/00 2000/01
Ivory Coast 1,113 1,163 1,413 1,155
Ghana 409 398 A47 415
|Indonesia 331 390 419 400
Nigeria 165 198 157 170
Brazil 170 138 130 155
Cameroon 115 124 117 120
|Mdaysia 65 75 A4 37
Ecuador 30 75 78 80
TOTAL 2,690 2,808 3,066 2,806

Table 1: World cocoa production by country in thousand tonnes (Mt)

The recent devel opments in the Ivory Coast have resulted in avast decline of this countries
cocoa production. Due to the decrease of the supply of cocoa, the price of cocoa on the world
market has increased substantially.

Country Country

Indonesia 940 kg/ha Malaysia 760 Kg/ha
Ivory coast | 590 kg/ha Dominican Republic | 236 kg/ha
Ghana 300 kg/ha Colombia 450 Kg/ha
Brazil 270K g/Ha Word average 480 kg/ha

Table 2: Cocoavyield in different countries
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Productivity (yield per acre) varies highly per country. Thisis mainly dueto differencesin
mai ntenance, shade management, weed control, the use of fertilisers and pest control inputs
and the age of the soil / age of the trees. Average yields for different countries are presented
in Table 2. Please note the fact that Ghana s average yield is more than three times lower than
that of Indonesia and almost two times lower than that of neighbouring Ivory Coast.

Consumption patterns. The most important chocolate consuming countries are USA,
Germany, the UK, France, and Italy. However, looking at per capita-consumption a different
picture emerges, the most important countries are Switzerland, Belgium, Denmark and UK.

The global demand for cocoa has increased on average by 3.5% per year and it is projected to
increase by 1.5 to 3.3% over the next years (Triana, 2003). Some markets as the European
and the USA market seem saturated but new ones emerge, especially in Russiaand Asia
Chocolate products are becoming increasingly popular in China, although the consumption
per capitais till relatively low. In 2000, importsincreased more than 90% over the previous
year. Some producer countries such as Brazil have an increasing domestic market as well.

Demand for specific products such as Fair-trade labelled or organic productsis still very low
although some consumers have become more aware of socia issues. Campaigns have been
promoted in Europe against child slavery on plantationsin Ivory Coast. It is argued that the
low market share of fair trade chocolateis caused by the lack of large-scale distribution, as
currently the fair-trade chocolate can only be bought in specialty stores.

4.3 The process from bean to bar and Globa stakeholders

There are anumber of steps between the raw material — the cocoa bean — and the cocoa
products that are ready for consumption. To begin with, the beans have to be cleaned and
roasted, fermented and dried. Next, the beans are ground. The result of the grinding processis
liquor mass, which after cooling solidifiesinto liquor blocks. Liquor blocks can be split into
cocoa cakes and cocoa butter by means of hydraulic pressing. Pulverising cocoa cakes gives
cocoa powder. Cocoa butter and liquor are used in the production of chocolate (Burger and
Smit, 2000). Different quality beans significantly affect the grinding process and its
profitability. Thiswill be further explained in chapter 5.4.

While pure chocolate is an end product of cocog, it is not the form in which consumers buy
the product. Their purchases arein the form of thousands of different varieties, such as
chocolate bars, in solid form or filled, as milk chocolate or dark chocolate, with or without
nuts and raisins, as pralines, etcetera. The cocoa content of these various products typically
vary between 5 — 50%, as a sample from our vidt to various supermarkets showed.

Processing of cocoa beans takes place predominantly in the consuming countries. (Burger and
Smit, 2000). The main world processors of cocoa beans are The Netherlands, USA, Ivory
Coast, Germany and Brazil. Europe as a whole processes 46% of world cocoa, while the USA
processes 15%.

Cocoa processors are being very dynamic and it has become a key element in the whole
chain. As presented in Table 3, worldwide five companies process about 70% of the world
output. These companies are spread over different countries and are active in different sectors
in the chain. Now more than before they are present in strategic cocoa producing countries
and diversifying their businesses to grading, buying and shipping. Just near 25% of the cocoa
is processed in the cocoa-producing countries by mainly divisions of multinational
companies, under specific fisca advantagesto promote investment (Triana, 2003).
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Cocoa processors Tonnes/year

ADM: Archer Daniels Midland 530.000
Barry Callebaut 385.000
Cargill 345.000
Hamester 165.000
Blommer 110.000

Table 3: Ranking companies by volume of cocoa beans ground (Losh, 2002)

Chocolate manufacturing involves the transformation of cocoa liquor, butter and various
optiond ingredients, such asmilk and sugar to a variety of chocolate products. These goods
appear as unfilled chocolate, filled chocolate, tablets and bars and other products. Cocoa
represents just about 8%-10% of the total costs of the production of chocolate bars.
Worldwide, six chocolate manufacturing companies serve 60-70% of the market (Fold, 2000),
with the four most important presented in Table 4 (Triana, 2003).

Chocolate Manufacturers Tonnes/year
(cocoa)
Nestle (Swiss) 230.000
Hershey (USA) 90.000
Cadbury 85.000
Mars 80.000

Table 4: Main Chocolate manufacturing companies and its cocoa consumption

4.4 Prices, profits and margins

In afree market, prices are defined by a supply/demand rel ationship, reputation, and quaity
of service, responsiveness in case of problems, insurance terms and available volumes. The
bean quality characteristics considered are: physical bean quality, fat yield and physical
characteristics of the fat and quality of flavour. At international trade, the beans are supposed
to betraded at quality premiums or discounts with the price differential reflecting theintrinsic
value of the bean based on the cocoa s origin country. The market considers Ghanaian cocoa
as “gold standard cocoa’, against which others are judged and differentials paid. Whether
Ghanais able to maintain this premium throughout the process of liberalisation is unclear.

Variations in price are consequence of short, medium and long-term aspects. In the long term,
new plantations, production, stocks and pricesinfluence the price. In the medium term, the
price depends on production, consumption, stocks and the economic situation of consumers.
Finally, in the short term, the price is affected by speculation, delaysin shipment, climatic and
political problems, and movement of existences in the producing companies.
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Cocoa prices
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Figure 2: cocoa prices on theworld market in U$ and SDR (ICCO, 2003)

In most countries quality is not promoted. For example, in most countries, the market system
encourages the rapid and indiscriminate evacuation of all cocoafrom up-country, decreasing
the quality. In Ghanathe price differential still exists, because Ghana keepsits Board
controlled by the state and control isdone at farm level. In Indonesiano differentiation is
made and there are no incentives to improve quality.

As presented in Table 5, the cocoa prices are volatile. Prices show an increase and a decrease.
The current world market priceis high, due to the cocoa supply problemsin the Cote d’ Ivoire.

1995/96 1996/97 1997/98 1998/99 1999/00 2000/01 2001/02
Oct-Jan

1232.0 (866.0

Table5: World Bean Pricesin time

Differences exist in the farmer income within countries, e.g. in Indonesiathe local market is
highly distrusted and trade competition is very strong. Therefore, a transparent market,
pricing mechanism and lack of export taxes have led farmersto receive directly 90% of the
world price paid for the crop. Whilein Ghanait is near 50% as reflected in Figure 3. It can be
stated that farmersin countries with free market systems have been getting afar higher
percentage of FOB price compared to the farmers that are working under a board system.

2 The United States dollar-denominated average of the London and New Y ork pricesis converted into its SDR
(Specia Drawing Rights) equivalent at the appropriate daily official United States dollar/SDR exchange rate
published by the International Monetary Fund.
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Figure 3: Distribution of revenuesin the cocoa sub-sector 1995 (Triana 2002)

An ICCO esgtimate on the cost of cocoain percentages of retail price and manufacturing
selling price — based on the costs of production of solid milk chocolate (without additions) is
the following:

Share of farm-gate price component in manufacturers selling price 14.8%
Share of farm-gate price component in retail price 9.8%
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5 Background on the Ghanaian cocoa sector
51 Introduction

This chapter will contain abrief description of the cocoa sector in Ghana. Its development, its
unique features and the main stakehol dersinvolved, from farmer to processing company.
Since several other studies have aready described this quite elaborate, we do not intend to
give acomplete overview of al facts, figures and stakeholders involved here. To give a
compact overview of therole of cocoain Ghana however remains essential in the light of our
report objective.

52 Historic devel opment

The cocoatree (Theobroma cacao) originally comes from South-America and was introduced
in Ghanain 1878 by Tetteh Quarshie, who took some seeds with him from a small Island of
Fernando Po. A year later the first cocoa farm in Ghana was established. In 1911, the cocoa
yield approached 40,000 tonnes and Ghana became the world largest producer until 1978.

After thewar, in 1947, the Cocoa Marketing Board (CMB) was founded. Its mandate wasto
facilitate and promote the growth and sustenance of the cocoaindustry in Ghana. Under the
board, prices were fixed and remained stable within a stated period, which brought relief and
help to the farmers. By 1951, the annual yield had reached 60 million pounds, which
represented more than two-thirds of the value of the country’ stotal export.

Cocoawas originally produced in the Eastern region of the country but, due to disease
outbresks, it shifted to the Ashanti and Brong-Ahafo regions from the 1940's onwards. But
since the mid-1980s production has shifted to the Western region of the country. Smaller
amounts of cocoaare also grown in the Central and Voltaregions.

In 1964 Ghana' s annual production reached an all-time peak of 540 mega tonnes (Mt),
followed by a dlow but steady decline. By the late 1960s, a number of factors combined
managed to limit severely thisvita source of national income. These factors included foreign
competition (particularly from neighbouring Céte d'lvoire), alack of understanding of free-
market forces (government is setting prices), accusations of bureaucratic incompetence in the
Cocoa Marketing Board, pests and diseases and the smuggling of cropsinto Cote d'lvoire. As
aresult, Ghana s income from cocoa continued to fall dramatically.

In 1983, the year of an all time low production of 154 Mt, an overall economic recovery
programme was introduced, a part of which was the Cocoa Rehabilitation Project
(implemented between 1989 and 1995). The implementation of the recovery programme
produced results, but during the second half of the nineties inflation skyrocketed again due to
high public expenditures and insufficient private sector participation.

Another devel opment was the interna liberalisation of the purchasing market in1992-93,
when private companies were licensed as buyers. Under this partial liberalisation the licensed
buying companies pay the same price to farmers as the state-operated Produce Buying
Company (PBC). The liberalisation process will be described in Chapter 5.3.2.

Today, Ghanais the second largest producer of cocoain the world, only exceeded by Ivory

Coast. With a production of an estimated 430,000 tonnes in the 2002/03 season, the
productionisagain on therise.
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53 Role and Unique Features of Ghana as production and exporting country

In Ghana, the export of cocoaisthe second biggest source of income, after gold mining.
Ghana' s export accounts for about 15% of global output. In 2001/02 Ghana exported around
400,000 tonnes of cocoa beans, the main destination for these exports being the Netherlands,
UK, Japan, Germany and France. Of all cocoa exporting countries, Ghanais the second
largest producer after neighbouring country Ivory Coast (Ghanajust regained its second
position again in 2002 after Indonesia had surpassed it before, both pivoting around 420 Mt
now).

In Ghana, currently there are approximately 1,6 million smallholder farmers (and 3,2 million
workers in cocoa) producing around 420 Mt of cocoa. During the nineties production steadily
increased again from 293 Mt in 1990. Currently, Ghana' s cocoa accounts for about 35% of
the countries foreign exchange, and 40% of the governments revenues. The bulk of cocoa
(both beans, butter and liquor) is exported to the European Union (Tiffen, 2002).

The widespread planting of new hybrids in the Western Region of Ghana has been the major
contributing factor in the re-boost of Ghana s production over the last decade or so. Higher
producer prices particularly since 1993 provided farmers with greater incentives. However,
the price received was till only around 65% of the world price despite the fact that Ghana
produces the world’ s highest quality bulk cocoa. Furthermore, the recent low prices have
reduced the priceto farmersin dollar termsto similar levelsto 1993.

Unlike most of the surrounding countries, the cocoa sector in Ghanais controlled by the state.
This dso meansthat producer prices (farm gate prices) in Ghana are fixed, and determined
every year based on the average and expected world market prices. The consequences of this
are discussed in chapter 5.3.3 and in Figure 4.

Ghana's state owned Cocoa Processing Company (CPC) has been producing chocol ate for
years. In 1990 CPC's Golden Tree chocolate won five of six gold medasin the Internationa
Quality Competition held in London by the International Institute for Quality Selections. CPC
currently sells 90% of its annua 1,500-2,000 tonnes of confectionery output locally and the
rest is exported to neighbouring countries and the USA.

531 Premium Quality and Low Yields

Productivity in Ghana can be cal culated around 300 kg/hr/yr (Triana, 2003). This productivity
islow if compared with other cocoa exporting countries (seetable 2). Almost al cocoa
produced comes from smallholder farms which have little other cocoa-related land use around
thefarms. A smallholder is usually defined as afarm holding less than 5 hectares. Another
reason for thislow yield isthe relative old age of cocoa trees used in Ghana, the absence of
widespread row planting, and several pests (mainly black pod, capsid and mistletoes).

At the same time, Ghanais recognized as the world leader in premium quality cocoa beans,
and the cocoa enjoys a significant premium on the world market. The main reason it probably
the strict quality control system in Ghana, combined with atraditiona attention for the crop.

532 The liberalisation process

In the early 1990s, Cocobod started to liberalize and to privatise cocoa marketing. The board
raised pricesto producers and introduced a new system providing greater incentives for
private traders. Theinternal market for buying cocoawas liberalised, allowing for LBCsto
compete with each other for the farmers' product.
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Cocobod agreed to pay traders a minimum producer price aswell as an additional fee to cover
the buyers operating and transportation costs and to provide some profit. Cocobod still
handled overseas shipment and export of all Ghana's cocoato ensure quality control.

Another step isthe partial liberalization of the Cocobod export monopoly in 2000/2001-crop
season when eligible LBCs were given the opportunity to export up to 30% of their cocoa
purchases directly to externa buyers without going through the CMC.

The regulations and guidelines specify the criteriafor export licenses to be granted, including
(ministry of Finance):
Only LBCswith the proper infrastructure for internal purchasing
LBCswhich had purchased a minimum 10 Mt in the preceding two seasons
LBCswith the ability to demonstrate relevant technical know-how and financial
resources.

The Export Regul ations give the LBCs the right to either export the 30% allowed by their
license, or to sell it to the CMC a the CMC' s pre-season announced price plus a
predetermined marketing margin to cover the cost of finance, warehousing, quality control
and handling. This meansthat it will only be worthwhile for LBCs to export directly
themselvesif the export price is more than the sum of the local price, the marketing margin,
and somerrisk factor.

None of the LBCs eligible exported in 2000/2001, or in 2001/2002. In 2002 only 2 companies
(Olam and Armadjaro) have astrong internationa infrastructure, asthey are part of a
multinational company. Three of the companies have, as of July 2001, been issued

provisional licenses, but in fact they decided not to export during the 2001/02-crop year (yet),
but rather, act as buying agents for the CMC. From the fact that it took avery long time for
these licenses to be issued, it can be concluded that Cocobod is not very eager to facilitate d
the conditions necessary for these LBCsto export directly. Also, International buyers have an
interest in buying large quantities of cocoafrom a stable and reliable supplier. Most LBCs
arenot (yet) in this position.

5.3.3 Ghana’ s cocoa ambitions

In addition to ingtituting marketing reforms, the government a so attempted to restructure
cocoa production. In 1983 farmers were provided with seedlingsto replace treeslost in the
drought and old trees. In addition, amajor program to upgrade existing roads and to construct
3,000 kilometres of new feeder roads was launched to promote the transportation and sale of
cocoa from some of the more neglected but very fertile growing areas in the western region.
Furthermore, the government tried to increase Ghanas productivity from 300 kilograms per
hectare to compete with Southeast Asian productivity of aimost 1,000 kilograms per hectare.
New emphasis was placed on extension services and the use of fertilizers and insecticides.
The results of these measures were arising cocoa production in the early 1990s. Nevertheless,
there remains a considerable opportunity for further improvement.

In the second haf of 2002, the conflict in Céte d'lvoire (providing about 40% of the worlds
cocoa supply), and severa years of poor global cocoa harvests have soared the price of cocoa
in world markets. In Ghana, the government has seen to it that farmers note the cocoa price
hike; payments have risen by some 40 percent compared to the year before. During the course
of 2002, prices at the world market have almost doubled since the year before, when prices
were record low. This creates a positive incentive for Ghanaian cocoa farmers, and thus the
output for the 2002/03 season is expected to be high. Cocobod currently has atarget of
marketing en exporting around 700 Mt by the year 2007.
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Figure 4: FOB world pricesvs. Indexed producer pricesin Ghana, Ivory Coast and M alaysia.

From Figure 4 we can see the indexed (1990=100) producer pricesfor Ghana, Ivory Coast
and Mdaysia corrected for inflation, together with the world FOB pricesin US dollar per
tonne. In general, producer pricesin al three countries more or less follow the trend of world
market prices. More specific however, we a so see that with thefall of world FOB pricesin
the late nineties, the Ghanaian producer price was less aff ected by the decline than Ivorian
and Malaysian prices, which are much more determined by the free market, leaving farmers
more vulnerabl e to short-term price fluctuations. So, although the Ghanaian farmers get a
relatively low percentage of the FOB price, they are more protected from price fluctuations on
the world market.

534 Fair trade initiatives

Although fair-trade is not an entirely new concept, the principles of fair-trade were formalised
in 1988 when Max Havelaar was set up in the Netherlands. The basic precepts of fair trade
are 1) that the product must have been traded in such away that the primary producer gets a
fair or better deal from the trade, 2) a portion of the purchase prices should be paid in advance
to pre-finance the purchase of inputs by the supplier and 3) the fair-trade company must enter
into along-term trading relationship with its supplier. The Max Havelaar Foundation
guarantees small farmersin developing countries afair price for their product and
intermediates in marketing the products, which then bear the Max Havelaar trademark.

Max Havelaar cocoa was launched in October 1993. Kuapa K okoo, consisting of village
groups of cocoafarmers, wasthe first to win alicense to trade in cocoa following the
loosening of Ghana'strade rulesin 1993.

Kuapa Kokoo (KK) isafarmers union (co-operative) and also an LBC. It claimsto manage
the buying process more efficiently for the benefit of the farmers. Twin Trading and SNV
supported thisinitiative and continues to do so. Kuapa Kokoo - which means ‘ good cocoa
growers - hasamission to empower farmersin their efforts to gain adignified livelihood, to
increase women's participation in all of Kuaa s activities, and to devel op environmenta ly
friendly cultivation of cocoa. Kuapa strivesto ensure that all its activities are transparent,
accountable and democratic, and it can pass on the savings to its members (KK Annual
Report, 2001/02).
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In theory, the principles of fair trade are clear and ssimple, The main principles are to 1)
eliminate the trade partners and their margins as much as possible, 2) to make farmers
responsible for the (external) marketing of their own product and 3) to ensure them a price
that isfair (i.e. at least covers the costs of production). However, it can be argued that in the
case of Ghanathe classic fair trade principles are not fully deployed because of the existing
state monopoly. All Ghanaian farmers already receive afixed price, which may or may not be
higher than the price paid to farmersin countries where the market is fully liberalised.
Usually, thefixed priceislower.

From Cocobod up to the consumer, the KK cocoais treated no differently than mainstream
€0coa, i.e. the same margins go to the same companies. The extrarevenue comes from a
premium on cocoa beans that are sold as fair trade on the world market. This surplus on the
normal FOB priceis eventually expressed in theretail price paid by the consumer. These
extrarevenues (fair trade premium) are transferred to KK and subsequently used to finance
small community projects (e.g. digging of wells, corn mills). It is however questionableif and
how the farmers benefit equally from these projects. See dso Figure 5 and Table 6.

Also, the effectiveness of the implementation of the principles on farm level displays amore
mixed picture (field survey, 2003). Some of the farmers that sell to KK say they don’t receive
the promised bonuses and argue that they don’t benefit from any community investments.
Also, some (poor) farmers complain that it is very hard to get credit from the KK Credit
Union, asthe height of credit is based on previous farm output, and farmers are obliged to
have savings at a Kuapa Kokoo bank account or at least have some sort of tangible collateral.
In thisway some farmers are, and remain, caught in avicious circle of low yieldsand low
investments, despite the fact that they may sell their cocoato a co-operative. If asked, these
farmers do not perceive themsel ves as a member of the co-operative (field survey, 2003). Itis
furthermore questionable whether combining the function of ‘a co-operative’ and ‘an LBC’ in
one entity is sound. The two have different objectives, roles and motives. Combining them
causes confusion and a potential conflict of interest.
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54

The cocoa value chain

Chocolate Co’s
profits go to
Euapa Kokoo.

A simple calculation can give an idea of how much of theretail price from a mainstream

product in cocoa consuming countries goes to the farmer:

An average, a pure chocolate bar contains 50% of cocoa ingredients (cake and butter— 1.
1,13). This means that roughly 65g of cocoa beans go into 100 grams chocolate bar.

In Ghana (2002/03) the farmer receives 0,063 U$ for 65 grams of beans (producer price). In
western retail, the average chocolate bar costs 1,15 dollar (100 grams). So, one roughly can
say that 5% from theretail price of this bar went to the cocoafarmer.

28



Other estimations (CREM, 2002) go as low as 0,5 % of the chocolate bar retail price that go
to the cocoaafarmer for atypica milk-chocolate bar containing just 20% cocoa ingredients.

To be more precise about the build-up of the FOB prices and margins, we summarised the
prices and marginsin the 2002/03 season in Table 6 (1 USD = 8,700 Cedis (as for June 2003).

Component Mainstream Cocoa (USD / | Distribution in %
tonne; with 1 = 8700 Cedis) | (NET fob = 100%)

Producer price 2002/03

(farm gate) 976 68.11

Buyers margin 128 8.93

Domestic transport costs 32.2 2.26

Storage and Shipping costs | 18.4 127

Disinfestations costs 9.66 0.67

Crop finance costs 33.3 2.30

Government tax 236 16.44

Tota (average NET FOB) 1433 100

Average Brute fob 2002/03

(literature) 2210 158

Difference Brute and Net

FOB 777 58 %

Table 6: Prices/ marginsfor internal marketing -Ghana 2002/03 (PPRC, 2003 and FFS, 2003)

Thereis adifference between NET and BRUTE FOB price. In 2003, the producer price of
cocoais app. 976,00 U$D (8.500.000,00 Cedis) per tonne. According to the Cocobod
declarations, the Ghanaian cocoa farmer receives 67% of the world FOB price. If 976,00 U$D
is 68%, then the FOB price (100%) would be app. 1457,00 U$D per tonne.

The actual world FOB pricein the first three months of 2003 actually was 2210,00 USD
(which isrelatively high compared to previous years). This makes a difference of 753,00 U$D
per tonne! According to this, the producer priceis 44,16% of FOB price. In this calculation,
the Ghana premium is not even included.

The implications of this are the following. First of al, the pride declarations Cocobod, saying
that they reached a percentage of 67% on FOB price should not be over-valued. It is67% of a
net FOB, leaving alot less for the farmers. The second implication isto do thisthe
transparency with which Cocobod communicates. It is still not clear what precisely happens
to this money. This creates a blurry situation, which is obvioudly not desirable. Apparently,
the * disease and pests control program’, the costs related to the quality control (QCD), the jute
bags, the scholarships and some form of tax are being paid out of this.
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55 Primary stakeholdersin Ghana: Their Role, Position and Interests

551 Farmers

In Ghana, there are 1.6 million cocoa farmers, who hold less then 5 hectares (Tiffen, 2002).
Farmers are placed at the beginning of the chain and face by two main types of economic
uncertainties: productivity and price risk.

Price Risk: Asaready indicated, farmers receive a minimum producer price that the PPRC
sets. This price was formerly set once ayear but since June 2000 it has been set separately for
the main and light crops. Under the current circumstances, the short-term downside price risk
is fully managed by the CMC minimum buying price. However thereisapricerisk for
exporters entering the market.

Yield Risk: The other risk faced by producersisyield risk (the impact of diseases and other
tree stock losses) However, using regional purchases as a guide to productivity, it can be seen
that yield changes can be a significant source of risk to farmers (Tiffen, 2002). It is however
evident that there is a strong relation between price and yield, with the yields going up when
producer prices are going up (MOFA, 2000).

Concluded from the above, the main interests of the farmers are to receive agood price to the
cocoa beans and to produce as much beans as possible. Farmers are however subject to the
market and have to accept whatever price they receive for their cocoa. With the fixed
producer prices, their only playing card could be to switch to another crop. However this
mostly requires long-term investments and transition times as well. The farmers and their
interests, potentias, limitations and freedom of choice are the main focus of this report and
will be discussed more elaborated in chapter 6.

55.2 Cocobod

In Ghana cocoaisinternally marketed by a marketing board system. Cocobod is the

responsi ble state agency for everything involved, from production to speculation on the world
market, and is therefore responsible for the largest part of Ghana s income from export.
Cocobod has specialised divisions for the following areas. production, research, extension,
internal and external marketing, and quality control.

In Ghana Cocobod is present at the national, regional and district level. In most cocoa
producing regions, the Cocobod office is the most prominent building in town, though its
headquartersin Accra. The Chief Executive isthe overall administrative head of the Ghana
Cocoa Board, and is assisted by three Deputy Chief Executives. The Head Office consists of
several sub-departments including: Monitoring, Evauation and Projects; Research and
Development; Auditing; Finance; Legal Secretarial; Medical; Public Relations;
Administration/Personnel; Security; Procurement; Scholarships and Transport. In the trading
room at Cocobod head office a so the selling of the cocoa on the spot and futures market takes
place. Furthermore, Cocobod isinvolved in the following sectors of cocoa:

Cocoa Purchasing

Both the Produce Buying Company (PBC) and the private licensed companies are obliged to
sell their beans at afixed price to the Cocoa Marketing Company. The Cocoa Marketing
Company then sellsthe beans for export or to domestic processors. The Cocobod, which
owns the Cocoa Marketing Company, therefore has a monopoly over exports, although on
paper thisis no longer the case (see ‘liberalisation process').
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The monopoly position of the Cocoa Marketing Company regul ates the maintenance of
quality standards and quantity reliability.

Purchases of beans are financed by acommercial loan agreement between Cocobod and
banks around the world. The Cocobod’ Quality Control Division monitors the quality of the
beans at the time of export, and a severa stages of transport and storage before.

Extension Services

In the last half of the 20" century, a special division called Cocobod Services Division (CSD)
wasin charge of providing cocoafarmerswith education, information and inputs for good
farm maintenance. In 1998, due to a cost savings and efficiency operation, a process began to
merge the extension component of CSD with the extension directorate of the Ministry of
Food and Agriculture (MOFA) on apilot basisin five districts. A full merger of both
extension services followed in 1999, with the responsibility falling under MOFA, while they
received the mandate for extension services officially in September 2000 (MOFA, 2000).

Quality Control
Cocobod’ Quality Control Division (QCD) monitors the quality of the beans. QCD provides

all the inspection grading and certification services. First grading, seding and certification
takes place at the society level. A second inspection is carried out at the CMC take-over
points at Kaase near Kumasi and at the Temaand Takoradi harbours. A final inspection takes
place before the cocoa is shipped.

Research

Research and crossbreeding on cocoa seedlings is done by the Cocoa Research Ingtitute of
Ghana (CRIG). Theingtitute is financed by Cocobod and spends about 0,8 % of cocoa FOB
price revenues. It is planned that CRIG will be restructured and made more autonomous,
having its own management board and a good representation from farmers and other relevant
stakeholdersin the industry.

Pricing

The price paid to farmersfor their cocoais set each year by the Cocobod Price Review
Committee. The price paid to farmers for their cocoa beans takes into account tota production
costs, including the full-unsubsidised price of insecticide, plusamargin for the farmer. The
producer price will beincreased to 68% of the net FOB price for the 02/03 season,
subsequently increasing by two percent annually. Please note that there is a significant
different between brute and net FOB. However, prices paid in the neighbouring countries
should a'so be taken into account so asto prevent smuggling.

Cocobod hasthe official policy that where the projected and actual exchange rates and world
market pricesresult in over payment to the farmer, the difference will be borne by the
government. Where the projections result in surplus, it will be shared between the producers
and the government, with the farmers receiving a share of the surplus that will bring it to the
projected share of FOB.

Marketing
The current Internal marketing is liberalised. There are now 17 private companies that are

licensed to buy and sell cocoa. For a new company to obtain alicense it should demonstrate
that it could purchase 2000 tonnesin itsfirst year of operation. For further elaboration on the
LBCsand their role, see below under LBCs. Current external marketing falls under the Cocoa
Marketing Company (CMC) and sells most of its cocoa beans ‘forward’ on the world market,
thereby trying to optimise their risk spreading.
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Interests

Cocobod has a principa interest in buying and producing more cocoa (see appendix V) to
boost the State revenue from export. It perceivesitself as an overall ‘voice of the nation’
addressing farmers and urging them to increase their produce. Cocobod wantsto achieve a
target of 500 Mt for the year 2004/05. Cocobod believes thislevel of production can be
achieved through a higher producer price (increase % of FOB for farmers) and facilitation of
proper farm management, as a high correlation between producer price and output has been
shown to exist in Ghana (Min. of Finance, GCSDS, 1999).

Cocobod is the main beneficiary regarding the premium ( 30,00 per tonne) paid for the
‘Ghana quality’ . Therefore, Cocobod has an interest to preserve itsrole and to conserve the
current quaity levels.

In the mid- to long-term (4-10 yrs), Cocobod wants to increase production to 700 Mt. The
expected increase in production should not lead to lower prices on the world market and thus
loss of potentia revenue from export. For the coming years, increasing the producer priceto a
higher percentage of FOB price steadily is another goal set by Cocobod. Thisisaso intheir
clear long-term interest because of the correlation between producer price and productivity. In
the short-term however, lowering taxes and increasing percentage of FOB that goesto the
farmer, may lead to some loss of revenue for Cocobod.

Crop Y ear 98/99 99/00 00/01 01/02 02/03 | 03/04  04/05
Producer Price 56 60 62 64 66 68 70
Cocobod 18.2 16.5 16.2 15.9 15.6 15.3 15.0
operationa cost

Gov. Tax 25.8 235 21.8 20.1 184 16.7 15.0
Tota 100 100 100 100 100 100 100

Table 7: Projected distribution of net FOB price (in %) accordingto COCOBOD / Ministry of
Finance (Cocoa Sector Development Strategy, 1999)

The projectionsin Table 7 are estimations made in 1999. In 2002 the actual operationa costs
turned out to be 15,45 % and Government Duty was 16,44% (Cocobod, 2003), coming
relatively closer to the projections made in 1999.

Although Cocobod sells most of the cocoa ‘forward’, which makes that the earlier determined
producer prices cannot take into account the fluctuations — the differences between the real
FOB and the producer price. Surplusesin revenue (due to a higher FOB price than projected)
are supposed to be redistributed to the farmersin form of abonus after payment. These are
generally announced in the papers, e.g. a bonus of 8000 Cedis per bag for the 2001/2002
season (The Daily Graphic, Oct 12, 2002) However not all farmers have received these bonus,
asit seems not aways clear where and how to collect it (Farmer field survey 2002).

55.3 Licensed Buying Companies and Co-operatives

Since 1993 (with the liberaisation of the internal market) severa cocoa Licensed Buying
Companies (LBCs) have emerged. Most are limited liability companies and the purchase of
cocoaistheir main business. LBCs have staff employed at anational, regional and district
level and operate in more than one region in the country.

The Purchasing clerks (PCs) weigh and buy the cocoadirectly form the farmer. Most
purchasing clerks are commission buyers, and receive no fixed salary form the LBC.

The commission they receive is afixed percentage per bag. At the moment there are 17 LBCs
present in Ghana, including PBC (formerly part of Cocobod) and Kuapa Kokoo.
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Kuapa Kokoo however is organised as afarmer’s cooperative at the society level, and thus
has a fundamentally different philosophy and approach to the marketing of the cocoa. See 5.3.

Currently thereisafixed margin of the FOB price (afixed 9% ‘buyers margin’) the LBCs
receive for their cocoa. All LBCs pay the same price per unit to the farmers (the * producer
price’ which is determined every season by the price setting committee), and currently al
LBCs sdl the cocoato Cocobod (CMC) with afixed margin of 9%. All LBCs have the same
income per unit of cocoatraded, and the only way they can improve their profit margin is by
controlling costs, for example by making use of scale advantages in transport. This uniformity
islikely to disappear with the liberalisation process. Some of the LBCs (sometimesin a
partnership) are also involved in extension service, input distribution and credit facilities.

LBCs are making money as a percentage over the total volume of cocoathey are handling. As
the margins and producer prices are fixed, they can only make more money by handling more
cocoa and/or by reducing costs — working more efficiently.

Theredl interesting business for LBCs starts when the external market will be opened for
them to export directly. Then interesting profits can be made selling directly to processors and
traders on the world market. Until that time, LBCs are now trying to establish their market
share of farmers, while the market is still relatively protected from international penetration.
In the short-term, the main interest of LBCstherefore isto establish a good relationship with
as much farmers as possible.

Reports have been heard that since the proliferation of LBCs began, overdl quality of
Ghanaian cocoa has decreased, despite the strong quality control infrastructure in the country.
Reasons related to this gradud neglect of quality could be that PCs have only got the
incentive to buy as many cocoa as possible from the farmers, as they receive commission per
bag. Due to the competition, PCs try to get their hands on the cocoa as quickly as possible,
which has an adverse effect on quality.

A solution for the problem of quality loss and ‘ stealing from farmers' could be to give the
PCs afixed position and salary, so that they no longer have an incentive to pay the farmers
less, and then they can get involved with other aspects of production aswell. On the other
hand however, afixed salary could also lead to apathy.

Getting involved in extension services and credit facilitation could strengthen the position of
an LBC because a production increase of the pool of farmers from which the LBC buyswill
increase turnover.

554 Processing and Manufacturing Companies

Processing companies and manufacturing companies are very different from one-another.
This has been explained in chapter 4. Y et the ultimate goa's of big multinational corporations
are the same. Therefore, in the context of this research, both types of organisationswill be
dealt with as one in this chapter.
Processing and manufacturing companies are private companies, aiming to:
- Make profit,

Improve shareholder value,

Ensure the continuity of the organisation,

Maintain market share by responding to the global marketplace, and

Ensure the removal of barriers to growth, aiming to respond to the market.

33



With respect to cocoait can be stated that:
TNCsdesire astable, long-term and trustworthy cocoa supply, with a consistent
cocoa bean quality, at low cost and keeping agood ‘public’ reputation.

It s not the flavour of the bean that is of interest to the processing company. The processing
companies areinterested in the performance of the bean — e.g. the ‘ profitability’ of the bean.
In other words, it is the quality of the bean that determines the price of the process ‘form
cocoa mass to cocoa powder and/or butter’. So, for the processors, it isthe quality that
determines the price. The efficiency of cocoa processing units depends on a variety of factors,
including:

The availability and quality of cocoa beans

The scale and utilisation of capacity

Theyidd of butter and cake from beans

The quality of the final cocoa products

Stronger direct links in the cocoa sector are to be expected because of the growing demand
for cocoathat is produced in a sustainable way (Wolters, 2001). This demand can come from
consumers or NGO's. It can also come from within an organisation because the issue of
sustainability has reached corporate policy aswell asthe work-floor. Thirdly, it comes from
the fact that industry prefersto have more control over the quality of the bean and the supply.

Regarding thislast point, it should be made clear that there are legal and economic dynamics
a stake. First of dl, there are rules and regul ations with respect to the quality. The fat content
(FFA) must not be too high. Furthermore, the quality influences the costs of processing and
the efficiency of the process e.g. theyield. If the bean quality is consistent, the buyer doesn’t
need to perform costly quality checks and bean selection. Thiswill aso limit the frequency
with which the grinding process needs to be calibrated. A timely and stable supply of beans
will reduce the cost of planning and the cost of shortcomings.

TNCs need to comply with labour standards, but are aso involved in the increasing concerns
for food safety and demands for regulation and identity preservation. Cocoa buyers can claim
that aregime of supply chain control is not feasible for cocoa - pointing to lack of
infrastructure and management control systems at the producer country (International Cocoa
Event 2002). In food value chains, traceahility is central to openness and transparency. This
will enhance the trustworthiness of suppliers and the confidence of consumers, as effective
traceability enables companies to know where materials have come from and where products
have gone. For this reason, certain sectors are creating systems for storing and retrieving
comprehensive information on the products it supplies through the food value chains, from
Feed to Food (Nutreco, 2001).

Thereason for TNCs NOT to belocally present are that they prefer not have any
responsibility for the poor conditions that the farmers are working under. Nowadays however,
dueto the NGO’ s and overall awareness, thisargument islessviable.

Risks and reputations are reasons for companies to shift their corporate behaviour. Non-
government organisations (NGOs) are powerful and sometimes dictate social and
environmental changes by affecting the marketplace. Ask Nike, Shell or Monsanto (PA
Consulting, 2002).

Another risk related issueisthat of supply risk. Cocoa producing countries can suffer from a
range of events: from large firesto diseases, from internd politica disruptions (see Ivory
coast) to external political disruptions (South Africa/ Burma). So, in order to eliminate these
risks as much as possible, the TNCs need to diversify the countries/ regions from which the
cocoais being bought.



In view of the child labour issues, fair trade principles, health and safety issues, genetically
modified foods, and increasing consumer awareness, it is expected that ‘trace-ability’ will
become a big issue for the industry.

In 1999, however, the overseas transport of the cocoa beans went from ‘bag’ to ‘bulk’. This
means that the full trace-ability islost. The TNCs have an interest to conserve the current
tracking system in Ghana. At the moment, however, this system operates on the expense of
Cocobod.

Processors and Manufacturers are united in the “World Cocoa Foundation” which isaimed at
improving production efficiency, increasing farmer yields, and using cocoato promote
production reforestation of degraded tropical lands- al in a sustainable, environmentally
responsi ble manner (World Cocoa Foundation, 2003).

5.6 Other relevant stakeholdersin Ghana

5.6.1 Extension- and input providers

In the last half of the 20" century, a special division called Cocobod Services Division (CSD)
was in charge of providing cocoa farmers with information, education and inputs for good
farm maintenance. In 1998, due to a cost savings- and efficiency operation as well as
considerable political pressure from the World Bank, a process began to merge the extension
component of CSD with the extension directorate of the Ministry of Food and Agriculture
(MOFA) on apilot basisin five districts. A mandate for the full merger of both extension
services was officially received in September of 2000 (MOFA, 2000).

Currently, thereis approximately one agric officer for approximately 3000 farmers. Also, the
alocation of resources (both human and financial) isinadeguate in most districts. Thislimited
capacity is one of the main problems heard of when speaking to farmers about agric-officers
inthefield®. It is generally stated that — since the take over — the incentives for the agric
officersto do the job properly have been largely decreased (low salaries). Furthermore, most
of the officers don’t have their own mode of transportation; making is very difficult and time-
consuming to visit the farmer communities.

Farmers have a high demand for extension services and the current system does not have the
capacity to provide it adequately. So, since an increased productivity isin the interest of
numerous stakehol ders, there is a market for privatised extension services.

Input providers want to sell as much inputs as possible. They can do so by communicating
directly to the farmers and/or by using the (distribution) networks of Cocobod, the input
shops, agro-shops or through the LBCs. They aso have an interest to have a good and reliable
reputation.

The main problems for the input providers are the following. First, there has been alot of
cheating (false products) in the past. This makes the farmers suspicious. Second, thereisa
problem with illiteracy. Communicating by use of paper is not effective and personally
visiting 1.6 million farmersis very time- and money consuming. The farmers need to use the
inputs according to the prescribed application (right doses, right time and right application
method). But thisis not evident when the user isnot able to read. A risk isthat the farmer is
using the inputs wrongly, causing an undesirable effect. Although the input provider isnot to
blame, it will harm the reputation. Finaly, the farmers are financially constrained. They are
more than willing to apply more fertilizers but have no fundsto do so.

3 Personal Interviews, B/A and western region, May 2003
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5.6.2 Banks/ Credit Facilitators

With the exit of the government, assurances need to be devel oped that will entice private
financia ingtitutionsto offer credit at a reasonable rate to fledgling exporters of cocoa.
Financid ingtitutions are often hesitant to lend to clients that they see as non-creditworthy
because of inherent risks, which in the case of cocoa could be inability to repay loans because
of fluctuating commaodity prices, poor physica management of stocks, or some natural
phenomenon that destroys the harvest. Eliminating the primary reason for non repayment of
loans - fluctuating commodity prices and low production - through the use of market based
price insurance could substantially reduce the risk exposure of these financia ingtitutions and
make them more willing to lend to Ghanaian exporters, internal marketing companies and
cooperatives.

Historicaly, thereisalack of trust. This phenomenon expressed itself in atwo-way
communication between the banks and the farmers. In the past, the banks gave loans to
farmers. The farmers sometimes did not use the money for the agreed purpose, like buying
inputs to improve farm yield. In stead, the farmer used it to build a house, used it smply to
buy food for the family or used it to sdll it forward. So, the recovery rate of the loans became
aproblem.

ADB' slarge amount of lending to the cocoa sector and reliance on cocoa farmers for such a
large portion of their lending portfolio givesthem aclear stake in facilitating a price insurance
program. ADB will play arolein securing lending for KKL to pay the price insurance
premium (Ghana, cocoa price risk management 2002).

The main interests of bank / credit facilitators are:
- A large customer base with a high percentage that uses the banks services and has
savings accounts (e.g. to get the farmersrich)
To get atrustworthy, long term relation with the farmers
To get closeto the farmers
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6 Results and Analysis

6.1 Introduction

This chapter can be considered as one of the major outcomes of our research. It combines
both the main results of the farmer field survey, the interviews with the LBCs and Cocobod
with the background chapters of this report and relevant literature. By combining this, the
main areas with a convergence of interest within the chain as well asthe main areas of
conflict areidentified. The areas of convergence of interest are then assessed according to
their relevance, their feasibility and their level of sustainability.

6.2 Results from Farmer Field Survey

Intotal, 173 farmers (146 males and 27 females) from 34 different communities were
interviewed. Most of these farmer-communities were remote and often, they were not
connected to the electricity- or water net. Meetings were arranged with prior notice through
the village chief or assemblyman. Please see chapter 3.3 for more information on the
methodology.

Theindividua farmer interview covered different aspects of cocoa farming and the socio-
economic context. The complete list of questions can be found in appendix 1.

We have first grouped the most tangible results by topic to give abrief overview:

1. Family Size and Demographics

The average age of theinterviewed farmersis 51,73 years old. On average, the farmers have
6,9 number of children and 44% of the farmers stated that their children (sometimes) help on
the farm. 56% of the farmersdidn’t have any children that helped on the farm. The average
size of the extended family” is 7,05 people. 66% of the farmers’ interviewed was born in that
region. 34% had migrated.

Most remarkablefinding:

Cocoafarmers have many children, on average 7 per adult. The average age of a cocoa farmer
ishigh (52 y/0). Combining the spouse with the extended family, the average cocoa farmer
has 14 people to take care of . Because of the social structure of the society, the money earned
is shared between many people, making it very difficult to build up enough capital for serious
investment. This makes it more difficult to break the cycle of poverty.

2. Farm Production and Productivity

In the perception of the farmer, the ‘farm production” and ‘ productivity’ isthe most relevant
areato increase the farm income.

“ In Ghana, almost every man has an ‘ extended family’ . These are people (family or children of deceased friends)
who are (partly) dependent on the income.
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Interviewed farmers and their farm size
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Figure 6: Farm sizein categoriesand the nr of farmersinterviewed

Average age of farm: 21.83 years

IAverage productivity is 1.41 bags (of 62,5 kg) per acre]

60% of the farmers stated that the yield had improved in the last 3 years. 35% stated a decline
in production and for the remaining 5% of the farmers the production stayed the same.

Main reasons for yield improvement
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Table 8: Main reasonsfor yield improvement

Obvioudly, the use of inputs (pesticides, fungicides and fertilizers) has a positive effect on the
productivity of the farm (see Table 8). While asking the farmers about the effects of the mass
spraying program and the use of inputs, 93% observed an improvement. From the farmers
point of view, the mass-spraying program is helping to increase production. Also, proper farm
management and mai ntenance (sanitation, weeding and removing parasites) is very important
for the productivity but often under-rated.
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Main reasons for yield decrease
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Table9: Main reasonsfor yield decrease

The problems related to the black pod disease and mistletoes are mainly dueto alack of
capacity (labour) and knowledge (proper farm management and sanitation). The fact that
proper maintenance and farm sanitation is often undervalued can be concluded from Table 9
and Table 10. Currently, thereis a high emphasis on the financia solution to the problem —
money for inputs. Obvioudly, there are overlaps in the sense that money can also be spend on
labour for better weeding and sanitation practises. Nevertheless, proper maintenance and
sanitation can also suppress diseases like black pod.

Main Difficulties to increase production
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Table 10: Main Difficultiesto increase production

Most farmersrefer to alack of money when discussing the problemsto increase the
production of the farm — the money to buy inputs. It istrue that the Ghanaian cocoa farmers
spend very little money on inputs (1 million Cedis— 119 U$D per farmer per year on average)
compared to other cocoa producing countries.
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farmsize vs. productivity
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Figure 7: Farm size—v- productivity

Thereisno clear correlation between farm size and productivity. As can be seen from Figure
7, thereisaconsiderable difference between the highest and the lowest level productivity
while the acreage is the same.

Productivity per acre -v age of farm

Productivity per acre

Figure 8: Farm age —v- productivity

Based on Figure 8 above, is can be stated that the age of the farm does not necessarily affect
the productivity. Obvioudly, there are limits to thisrule and also, very high yield like 12 bags
per acre will be more difficult when the age of the farm increases.



Productivity -v- expenditure on inputs
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Figure 9: Productivity -v- expenditure on inputs

As can be observed for the above figure, the productivity doesn’t significantly change with
the use of inputs. A few remarks are in place here. First of dl, the total number of farmersis
rather limited in order to observe strong correlations. Nevertheless, it is relevant to observe
that the productivity ranges from 0,5 bags per acre to 5 bags per acre while both farmers
spend between 500 and 600 thousand Cedis on inputs per year. Also, the age of the farm did
not differ alot.

Extension services and inputs: Costs and Benefits

The calculation below is based on information provided by Wienco. The products have been
tested and approved by CRIG, which means that these products comply with requirements
regarding environmental health and safety.

The costsare calculated per acre per year.

All the labour cost regarding the application of the inputs as well as those related to the

mai ntenance of the farm are included (in redlity, thisis usually not included because alot of
the work is done by the farmer and his family.

An assumption is that there are 435 cocoa trees per acre (in reality, thisis higher)

An assumption isthat hired labour costs 30.000 per day (in redlity, thisis half)

Fungicides and pesticides:

Inputs cost (Nordox and Ridomil): 160.000

Labour cost: 460.000

Total cost for Fungicides and pesticides. 640.000
Insecticides:

Input cost (Confidor): 60.000

Labour cost: 120.000

Total cost for Insecticides: 180.000
Fertilizers:

Input cost (Asaase Wura): 600.000

Labour cost: 30.000

Total cost for Insecticides: 630.000

Maintenance/Farm sanitation:
Labour cost regarding weeding, cutting, etc: 480.000
Total cost for Insecticides: 480.000

Total yearly input and labour costs per acre: 1.960.000, - (app. U$D 230,00)
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Based on the producer price of 531.250, - Cedis per year, the farmer reaches ‘break even
point’ at 4 bags per acre per year. With these levels of investment, the estimated output could
be around 10 bags/ acre (Wienco estimation), resulting in a profit of: 3.352.500 Cedis per
acre. With an average acre size of 10 acresthis would make most farmers relatively wealthy,
with annual profits around 33 million Cedis.

Although WIENCO stresses that in order to get these high yields, the prescribed good farm
practices should be strictly followed and inputs should not be applied in only partial
quantities. An option however isto start with one or two ‘model’ acres per selected farmer,
gradually increasing the acreage, as returns on investment increase.

In redlity, the above-mentioned labour relayed costs are lower. The current labour costs are
15.000,00 Cedis per worker per day in stead of 30.000,00 and the total amount of |abour
calculated will be lower due to the fact that the farmers hours should be excluded.

Most remarkablefindings:

Farm productivity in Ghanais very low and there is a considerable potentia to improvethis.
The main reasons for current low productivity islack of (money for) inputs, bad maintenance,
lack of knowledge and lack of entrepreneuria attitude.

3. Risk Management

Asfarmers are at one end of the cocoa chain and have little ability to absorb risk. To some
degree, they are still protected from the fluctuating cocoa prices on the world market due to
the fixed producer price from Cocobod but the future is uncertain due to the liberalisation
process.

Besides cocoa beans, the farmers are a so growing ‘ other crops' (cassava, yam, coco yam,
plantain and corn) for food, money or both;

Both food and cash: 70%

Growing only food: 20%

Growing only cash: 10%

The average income generated from non-cocoacrop is 1.225.000 Cedis (app. 145,00 U$D)
per year. Of all the farmersinterviewed, 88% intends to increase the production of ‘ other
crops' . 4% intends to decrease and 8% intends to keep it stable.

Main reasons to increase 'other' crops

For more
food
(security)
46%

For the
money
42%

To spread
risk
12%

Table 11: main reasonsto increase non-cocoa cr ops
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As can be seen from Table 11, farmers want to increase the non-cocoarelated crops for the
motive of more food and more money. 12% used “to spread risk” as an argument. The basic
crops are: cassava, yam, cocoyam, plantain and corn. Although the scale of this kind of crop
issmall, it does ensure the farmers the avail ability of basic nutrition.

Some argue that thereisalot of potential for cocoawaste (shells, low quality beans). Of the
interviewed farmers, 28% uses cocoa waste. Of this group, 100% uses it to make soap and 6%
sell the downgraded beans. Although cocoawaste and its by-products will never become an
industry by itself, it does provide the family with soap, it can allocate some extraincome and
—if organised correctly — can allow for somelocal added value activities.

Most remarkablefinding:

Most farmers are not well informed about the ongoing privatisation process and its
consequences. The farmers are not actively preparing themsalves for afully liberalised market
Situation.

The amount of cocoafarmersthat have a serious operation regarding a non-cocoarelated cash
crop isvery low but rising.

Despite the ongoing rehabilitation of old and degraded farms, some cocoa farmers recently
invested in new agro-busi nesses, of what they think could be profitable in the future. Most
heard new crops were; Palm Oil; Teak; Citrus; Cashew and Pepe.

4. Seling

LBCs are spread throughout the cocoa-growing regions. Farmersin some regions have direct
access to as much as 10 LBCs. Some, more remote communities have one or two LBCs. So,
in general, the farmers have alevel playing field, although sometimes very limited.

” Main reasons for LBC selection
2
B 20% 19%
= — 0
2 15% 13% 14%
= 11% 0 —
= 10% 8% | 9%
® 5% 4%
()
: 1 [
N 0%
S & © & o B QD ¢ N
X @ ) (\Qo <F \)6(9@ ,2,6@ ,oo'a} O > @
» o 2 N Q @ & & S
SR SR N
6& Q® «06\ & S & ®
& R R TP
) X o

Table 12: Main reasons for LBC selection

A farmer isfreeto sell the cocoa beansto any LBC. So, the LBCs are in competition to get
the farmers cocoa and should give the farmer areason to sell the cocoa to them.




In most cases, the main reason is the fact that an LBC pays promptly. The second most
popular reason isasocia one, where the selection is based on the fact that a family member
or friend isapurchasing clerk of acertain LBC.

With some further questioning, it became clear that many LBCs are promising things to the
farmer aswell. This promise can relate to the delivery of inputs or credit or persona
assistance on farm management or financia planning. But in most cases these remain to be
promisesinvain. See Table 13.

Most farmers are not very loya towards a specific LBC and tend to switch whenever thereis
ashort-term benefit to do so.

In theory, al LBCs can ask scholarship/school fee from Cocobod for the education of the
farmers children. In practice however, mainly the requests of PBC (the former cocoa buying
monopolist) are honoured.

Regarding the question whether the farmer received any help from the LBC, 34% said yes.
The other 66% of the farmers did not receive any help from the LBC.

Despite this, 76% of the interviewed farmerstrust the LBC(s) heis selling to. The remaining
24% does not trust the LBC. Thetrust issueis aso amotive to sell or not to sell to a certain
LBC. Thisis mainly with respect to the scale. See Table 6.

From al the types of help that the farmer receives from the LBC, the ‘ prompt payment’
prevails. In the perception of the farmer, receiving prompt payment while transacting the
cocoa beansis considered as ‘help’. Some also get other types of help. The LBC sometimes
give aguarantee to abank so that the farmer can get the inputs needed or the LBC give the
farmer credit. This however happens on arelatively small scale dueto alack of trust.

How LBC's give 'help' to farmers
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Table 13: Waysin which LBCshelp thefarmers

Most remarkablefinding:

In the range of al the different LBCsthat farmers sell to, both good and bad experiences can
be heard about the same companies, depending on what farmer you talk to. This holds true for
al LBCsincluding farmers co-operative Kuapa Kokoo. This suggests that good or bad
experiences — or treatment is not so much dependent on the LBC, but more on the position of
aspecific farmer in relation to that LBC, and — more importantly —its PC.




Farmers often have a non-economic reason for selecting an LBC. Most farmers don’t
understand nor use their potentia (negotiation) power with respect to the LBCs. Thereisa
considerable opportunity for improvement here, especialy if the farmers are able to organise
themselves.

5. Costs and Credit

As can be observed in Appendix | (question 7H), questions on farmer earnings/ income were
posed. It is our finding that the farmers don’'t share a uniform definition for ‘income’. Some
refer to the number of bags sold against the producer price. Some subtract the cost of inputs,
other the cost of equipment or transport. This finding supports the lack of entrepreneurial
‘spirit’ or understanding, which will be dealt with later on.

Only 13% of the farmers have credit. The remaining 87% does not have credit. From this
group, 93% want credit. Credit can be accessed through private people (100% interest per
year) or through the banks (30% interest per year on average). But most farmersdon’t earn
enough to save money. Often, he/she does have a bank account but doesn’t useit. In many
cases, there isno ‘bank-farmer’ relationship. Also, many farmers mistrust banks and prefer to
keep the money in cash in the house.

In case the farmer has credit; what is the use?
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Table 14: Theusesof credit

Most of the money obtained from credit is spend on inputs for the farm. A second useis
labour. From the farmers that do have credit, 50% has trouble paying back.

Nevertheless, the vast mgjority of the farmers that don’t have credit, want credit. Upon the
question what the credit would be spend on; most farmers expressed inputs. See Table 15.
Credit would a so be use to expand the farm or for farm maintenance (labour).




In case of NO credit, what would it be spend on if obtained?
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Table 15: The use of credit if obtained

Most remarkablefinding:

Most farmers want credit but do not have accessto it. Banks are too far away and sometimes
don’t have any cash in-house. The farmer does not earn enough to save money and, thus, the
bank doesn’t get the collateral needed. Interest rates are high (30% average).
Thereisaviciouscircle. Thereisalow productivity because thereis no money to purchase
inputs. Therefore, the production is low and thus, the farmer doesn’t have money to either
save money and get credit or to spend it on inputsto increase its productivity and itsincome.

6. Maintenance and Extension Services

Average amount spend on inputs per farmer per year: 1.097.620, - per year (App. 130,00
U$D). Average nr of yearsthat inputs are applied on farm: 4,15 years.
While discussing the relevance of inputs, 93% of the farmers observed a positive effect.

92 farmers (53%) said they did not get any advise on how to improve farm management. 47%
did. It should be made clear however that some of the farmers who received help included
Wienco (30% of the farmers) asan answer. In many cases, it was the first time Wienco visited
the farmer community. 39% pointed to the Agric officers of MOFA. 17% received help from
people from the former cocoa extension and the farmer field school visited 12% of the
interviewed farmers.

53% of the farmers interviewed expressed the fact that the extension services have worsened
inthelast 5 years. 33% say is had improved and 15% said that the services were the same.

Since MOFA took over the extension services from Cocobod, the farmers are worse off.

46




input invest vs revenue
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Figure 10: Use of inputs—v- annual revenue

The figure above shows a dight increase of revenue with an increasing use of inputs. A few
remarks should be made. First off al, the vast mgjority of the farmer interviewed said that the
production improved with the use of inputs. Most farmers only use the inputs from the mass
spraying program and don’'t spend much on inputs themsel ves.

Most remarkablefinding:

Since MOFA took over cocoa extension services, the quality and quantity of the extension
services has deteriorating considerably. Most farmers don’t receive any services. Also, many
farmers hadn’t received these services even before the take-over. Some farmers hadn’t seen
any extension officer in over 10 years.

There is more opportunity to facilitate extension services through private initiatives. For the
vast mgjority of farmers, the Wienco approach was totally new. For the first time, they were
being addressed as ‘ entrepreneurs’ / *profit seeking units'.

7. Community and Cooperation

44% of theinterviewed farmers do not work together a all (!). These farmerswork with the

family and occasionally with seasona workers. Of the remaining 56% who do work together,
61% are working together in the activity of ‘breaking the pods', 35% help each other with the
weeding, and 4% help with spraying. One cannot speak of ‘agroup’ or unity that joinsforces.

79% of the farmersinterviewed aren’t member of a co-operative. The remaining 21%isa

member. 96% of the farmers who were not member of a co-operative expressed adesire to
become member.
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Table 16: Reasons for wanting to become member of a co-operative

From all the potentia reasons to want to become a member, the notion that a co-operative can
improve the input situation was the strongest. See Table 16. Another strong reason was to
improve the credit situation (with which the farmers mainly buy input, see Table 15). Equally
strong is ‘ general help’. Sometimes, the farmer is confused and doesn’t know what the most
important issues are or what the cause and effect relations are. He or she want to get more
money, better facilities and access to credit, extension services and inputs. Also, the roads
need to be improved and thereis aneed for improved hospitals, water- and electricity
infrastructure.

Clusters of farmers (whether it’san officidly registered co-operative or just agroup) have the
ability to improve the bargaining power, the accessto credit, etc. So, the need for group
forming is generally accepted. The following question is ‘ by whom?

Who should start a cooperative?

Table 17: Who should start a co-operative

64% of the farmers believe that the farmers should start a co-operative. Thisis obvioudy true
but in redlity, the average farmer does not have an attitude of initiative, self-determination,
and does not fed responsible, especially when it comesto group matters or communal issues.

Some farmers haveinitiated the registration of a co-operative but the department for co-
operativesis not very helpful.

On acommunity level, water is considered the biggest problem but hospitals, schools and the
roads and problem areas aswell. The intensity of the problem depends on the region.



Nevertheless, it can be stated that there is alot of work to be done before the Ghanaian cocoa
farmer community has reached alevel in which the basic necessities like water, electricity,
hospitals and schools are dl at an adequate level.

Groups can a so be beneficia for community issues. A mechanism that isalready in placeis
that the community supplies free labour for infrastructure related projects like road
construction or building an electricity network.

The main problems for the village
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Table 18: Main community problems

Most remarkablefinding:

Although all the farmersin acommunity are al subject to the same weather conditions,
diseases, producer prices, etc and thus share the same type of interestsin the same type of
context, the level of co-operation isvery low. There are hardly any joint efforts to improve
their situation.

In most group discussions and individua interviews, at the question “who should take the
initiative to form a group?’ most farmers mentioned “farmers’ but many a so mentioned the
chief, opinion leader, or even us asinterviewers. The entrepreneuria spirit amongst the
farmersisvery low.

Due to the fact that not much groups or successful co-operatives have yet been established, it
seems that (alack of) leadership and organisational capacity isavery important issue with
regard to successfully developing initiativesin farmer communities. Some farmers are just not
aware of the possihility to take action or form a group themselves.

6.3 Identifying problem areas

The range and nature of the issues discussed above is complex. Thereisinterrelatedness and
a so the cause and effect relations are intertwined. This subparagraph aimsto explain the main
problem- and conflict areas.

First, farm incomeis low. There are many factors that influence the farmers' income; the

most relevant ones are 1) the size of the farm, 2) the market price of the cocoa bean and 3) the
productivity at farm level.
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The productivity at farm level is related with the type of tree, the maintenance on the farm
and the use of inputs. Producing more with the same resourcesis agood aternative for the
environment and for the economy of the farmer. Currently, the productivity isvery low so
there is considerabl e opportunity for improvement. Because the productivity islow, the farm
incomeislow. Thisresultsin a situation where the farmer has difficulties to pay for his
children’ s education, to spend money on farm inputs or to save money at the bank. Accessto
credit isvery bad. Thus, the productivity remains low. This cycle needs to be broken.

One of the main perceived difficulties to increase the production is alack of money to buy
inputs. The current credit facilities are inadequate. Besides the fact that the distance to banks
is high and that the history of banking in Ghanais overshadowed by cheating and low
recovery rates, the prevailing interest rates are high (approximately 30%). This makesit very
hard for afarmer to 1) borrow money and 2) to pay it back.

Banks want a relationship with the farmers and the farmers want to make use of the services
of the banks. As seen from the farmer field survey, most farmers prefer to be paid in cash.
Because farmers have a problem trusting the banks and because the banks are far away, the
farmer doesn’t put this money in abank account. So, the farmer-bank relation is poor. The
consequence of thisisthat the farmer doesn’t have accessto credit or cannot get aloan in
times of trouble.

Proper farm sanitation and farm management would & so increase productivity because
diseases arelesslikely to prevail. The current extension services are highly inadequate — after
they have been moved to MOFA. CRIG (the cocaresearch ingtitute) also offers solutions but
has difficulty trandlating these solutions and reaching the farmers. Thereisalack of extension
services and extension education. There is one MOFA extension officer to 3000 farmers and
this extension officer does not receive the right incentives (low salary) nor does he get the
necessary resources (mode of trangportation) to perform its job.

Under the current circumstances, the LBCs cannot compete by differentiating on price. Other
differentiation strategies are used to attract the farmers’ product, like providing loans or
inputs, paying scholarships for the children’ s education, supplying spraying machines or
subsidies. These strategies have arisky aspect however. The farmers are not known for their
loyalty in paying back loans. Sometimes, the LBC investsin afarmer but by the end of the
crop season, the farmer sellsits cocoato another LBC. An exampleis CashPro; an LBC that
went bankrupt because they provided extension services, loans and inputs to the farmers but
the farmers sold their cocoato other LBCs after the farm output had increased (FFS, 2003).
These kinds of experiences makeit very hard for the LBCsto serioudly invest in along-term
relation with the farmers. It is understandabl e that LBCs —who have the ability to help the
farmer, in the interest of the farmers, itself and Cocobod —only do so at arms’ length. If
farmers continue to switch between different LBCs, how can they expect areliable
relationship on which long-term agreements concerning loans, inputs and/or extension advise
are based?

Another problem is related to the remoteness of some farmer communities. The investment
costs for setting up an LBC (infrastructure, warehousing, transportation) are high. These
investments need to be economically viable. The current conseguences are that the remote
farmer communities have alimited level playing field and - in the context of liberalisation —
this might worsen.

Mistrust isalarge problem in the cocoa sector in Ghana and this affects almost all aress.

Higtorically, the farmers were cheated by the LBCs. The scales on which the cocoa bags were
weighted form the basis for the amount paid to the farmer. These scales have often been
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tempered with. In the past, and even now, these practises still prevail. It was even stated that,
on average, 4 kg of cocoais stolen from the farmer on every (62,5 kg) bag of cocoa.

Mistrust is also found with respect to inputs. Fake inputs have been sold to the farmers, who
on their turn have become suspicious towards input providers.

Furthermore, the banks sometimes mistrust the farmers. The farmers sometimes did not use
the money for the agreed purpose, like buying inputsto improve farm yield. In stead, the
farmer used it to build ahouse or simply to buy food for the family. So, the recovery rate of
the loans became a problem, as the investment did not pay back.

Different actorsin the chain have an interest to have a‘close’ relation with the farmer. There
isaneed for communication with the farmer. This‘need’ is expressed by the farmers, as well
as by the government, the banks, the LBCs, the CRIG research Institute and some NGO's.
This however is difficult to attain because of 1) illiteracy of farmers. Many farmers' can not
read or write. Any written from of information is therefore ineffective and inefficient, 2) bad
road conditions. Although the geographical distances are do-able in most cases, the average
speed of travel isvery low, 3) remoteness of farmers — especidly in the western region, 4) the
mere quantity of farmers. The energy and resources required to reach out to all the individual
farmersis enormous.

Currently, most farmers work individualy and don’t exchange information regarding farm
management practices. They hardly work together. The problems are that they areill

informed as agroup. They don’t exploit opportunities with respect to bargaining power, credit
facilities, economies of scale and communal improvement projects. A lack of organisational
capacity aso haslimiting effect on the potentia gains from the government, the banks, the
LBCs, the CRIG research Ingtitute and some NGO’ s. Because of thislack of organisation, the
farmersareill prepared for complete liberalisation.

The main problem facing the farmer communitiesis lack of good education. In most cases,
there are schools (although someti mes very remote) but thereisalack of (qualified) teachers
and alack of ordinary schoolbooks. The prevailing levels of illiteracy hamper the exchange of
knowledge and access to information. Large distancesto banks, input shops, the research
ingtitute, and LBC regional offices are another problem that keep remote farmer villages
behind.

Thelack of entrepreneurship amongst farmersis a perceived problem. Their passive attitude
is considered amain reason for the missed opportunities and partly for the current situation.
Most farmers don’t see themselves as entrepreneurs, as having profit-driven organisation, asa
person that has self-exterminating abilities.

The TNCs sense of responsibility israther ambiguous. Corporate policies are well written but
in practise, nothing much has changed compared to the days of colonisation. At the moment,
there is no control or monitoring mechanism to make sure that the operations comply. Also,
the presence of Cocobod in the cocoa chain is expressed as the main reason for not being able
to influence the circumstances under which cocoais produced in Ghana. Most TNCs have no
property in Ghana and are therefore not responsible for the situation. The cocoais bought
from Cocobod or from traders. By some NGOs and consumer organisation, TNCs are being
held responsible for social issues like child labour or ‘ slave prices ® (Fairfood, 2003). TNCs
arein adituation of competition and are focussed on costs, quality, risk minimisation and
supply security. TNCs have an interest in making some structural changesin the context of

® ‘Yave prices isaterm used by Fairfood to indicate on the one hand, those prices that are so low that they cause
forms of slavery or child labour, and on the other hand the prices that can be so low because of these forms of
exploitation
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liberaisation (bean quality, contact with farmer, etc) but find it problematic to initiate thison
anindividual basis. It would need to be done on an industry wide basis.

6.4 Identifying the area’ s for potential convergences of interest

In order to summarise the main interests of the different stakeholdersinvolved, the following

table can be extracted. Thisisbased on the descriptionsin chapters 4, 5 and this chapter.

Stakeholders

Incentivesand Interestsfor each stakeholder

Farmers

Higher productivity

Higher producer price

Accessto credit

Crop diversification

High quality cocoa

Access to clean water, to health care, education and electricity
Soil quality

LBCs

Purchase as much cocoa as possible

Have along term relation with the cocoa farmer

High quality cocoa

Good business relation with TNCs when exporting directly (future)

Cocobod /
National
Government

High National Yield

Crop diversification

High quality cocoa
Non-degraded farmlands
Saocia reputation / Goodwill
Reduce poverty

Processors/
manufacturers

Reliable, high and stable quality supply
Low processing costs
No hazar dous substances in cocoa

Branding
companies

Reliable, high quality supply
High margins, high profits;
Reputation  traceability

Retailers

High margins, high profits, reputation, high product vel ocity

(Western)
consumers

High ‘quality’ / taste
Low price

Product identity
Health

Table 19: Direct interests of different stakeholdersin the cocoa chain.

Based on Table 19, the potentia convergences of interest can be derived. The strongest
potential areasfor convergence of interest are shown in bold and summarised below. These
interests are shared by more than two stakeholders and have the potential to serve asan
instrument to increase farm income and sustainabl e production.
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The definitions of the interests have been unified, giving the following result.

1) Increasing Productivity

2) High quality

3) Increasing producer price

4) Improving Organisational Capacity
5) Crop diversification

6) Traceability

It should be noted that most of these issues are of course inter-related. If anissueisan interest
for astakeholder higher up in the chain, it (in-)directly becomes the interest of the

stakehol ders down the chain aswell. All interests in the chain can be deduced to economic
incentives arising from consumer demands or inherent economic processes.

The main objective of this study is “to identify and assess convergences of interest for
stakeholdersin the cocoa chain, in order to attain wider sustainable production and increased
farm income’.

These ‘ convergences of interest’ have now been identified and will be subsequently explained
in further detail:

Increasing productivity isavery logica and direct way of increasing farm income, and aso
seems most logic asagod, as productivity in Ghanais still relatively low with 1.4 bags per
acre. In theory it could increase tenfold with a potential of 10-15 bags per acre, (FFS, 2003).
It isalso an important interest for al other stakeholders: by improving productivity and
thereby —using the same land area- output volume, everybody would gain. The distribution of
wealth amongst the levelsin the chain will become less painful. Only possible pitfals on the
long term are: degradation of the environment and a saturation of the market, resulting in a
drop of world market prices.

Farmers can increase productivity by improving the planting material and devoting the
adequate time to take care of the cultivation. These two aspects would increase the yield by
producing more while using the same land area. Cocoa requires cultural management to
protect the crop from diseases. No genetic material resistant to the different diseases has been
developed. In order to increase productivity farmersrequire an initia capital and its access
must be facilitated through the financial entities. As dready stated, the productivity is
positively correlated with the producer price.

The different stakeholders are also conscious of the importance of the quality of the cocoa.
Although high and stable quality may not be adirect interest of the farmer, it isan interest for
the processing and manufacturing industry. Bean quality determines the fat content (FFA) of
the cocoa butter, which isregulated by law and has very strict legal restrictions. A consi stent
bean quality will create cost reduction for the industry and there are marketing benefits
related to ahigh quality. The farmers are not fully rewarded for producing a high quality bean
at the moment, even though the market is paying for it (Ghana s premium — from which
mainly Cocobod benefits). In other words, farmers do not have incentives to sustain or
improve current quality levels.

Producer priceisaso directly related to farmer income. A better price for the produce
resultsin more investments in farm management and maintenance. If rightly adopted, this
leads to a higher quality product and increased productivity. Also, since the introduction of
fair trade, an increased producer price has been recognised as a good means to improve the

53



quality of living, from an environmental, economic and a socia point of view. Increasing
producer price could also be in the indirect interest of TNCs, as a higher income can ensure
more stable supply, which on the long term will save companies|ogistic costs.

The (lack of) co-operation and organisational Capacity of the farmersis perceived as akey
aspect in the literature and by most of the consulted stakehol ders. Efforts towards capacity
building are constantly reinforced. The benefits for the farmers and small traders of being
organised (as co-operatives, associations or any form) are multiple. With farmers (and
traders) becoming stronger, they arein a better position to 1) get access to the market's
benefits, 2) prepare and plan activities and reinforce long-term relations, 3) benefit from
economies of scale and negotiation power and 4) enhance the communications with banks,
CRIG, LBCsand extension services. A clear example of it isthe credit problem that usually
small traders at local level have, if they organise themselves the access to credits or the
creation of their own financing system would offer atruly benefit. This with aso noted for
Latin Americain astudy by Triana (2003).

Crop diversification isavery important issue for cocoa farmers since they are placed at the
beginning of the chain. Most farmers already grow cocoa together with feed crops (plantain,

cassava, coco yam), and some of them are starting to produce other cash crops besides cocoa
aswell (FFS, 2003). CRIG has done research on the type of crops that can be aternated with
cocoa and grown together. This benefits both the soil and the quality of the cocoa, as the soil
is not depleted of the same nutrients all the time.

Traceability isan increasingly important topic for consumers and NGOs and thus for the
industry aswell. At the sametimeit isalso important for Cocobod (QCD) and in the future
possibly the processing industry, as they need to ‘ guarantee’ proper governance throughout
the chain. In Ghana however, tracesbility is already covered, as Cocobod regulates the
internal marketing of Cocoa. It has a solid infrastructure for tracking each bag to the farmer or
at least farmer society, up to the point of arriving in the destination harbour, or just before
shipment in the case of bulk transport. This capacity might end up being of high value for
Ghanaand its cocoa sector.

6.5 Assessing the areas for convergences of Interest

6 convergences of interest have been identified. They will now be assessed in order to
examine whether — and in what way — they can serve as an instrument to improve the
farmers' income and promote sustainability in the cocoa chain.

Previous chapters will beintegrated in the assessment, which will be done according to the
following criteria: 1) the practical feasbility, 2) the level of convergence (and conflict)
related to the area and 3) the degree in which farm income is affected.

It should be clear that these areas are considered to be a key focus to attain sustainability in
the cocoa chain and that these areas are beneficia to improve the farmers’ income.
Furthermore, it should be clear that these areas of convergence should not be looked at as
independent issues. They at least interreate, and sometimes, improving the situation in one
areais ameansto achieve an interest in another area. For instance, improving the
organisationd capacity isagoal by itself. But it is aso ameansto achieve an increased
production.

Below, the individual areas are being assessed. Some of these assessments a so have direct
implications for trandation into practical recommendations, and come back in chapter 8.



6.5.1 Productivity

Farm productivity is dependent on two types of capital: money (credit) and knowledge
(education). On the one hand, in order to increase farmer knowledge, farmers have to be
reached on amassive scale. On the other hand, in order to fully exploit their productivity
potentid, farmers need to gain an entrepreneuria attitude and be pro-active in gathering the
knowledge they need to improve their yields, and should not be treated like ignorant subjects
that need to betold everything.

As for education, we believe and have seen that next to agronomic knowledge and education
on good farm practices, education is also needed to make farmers realize the commercial
potential of their enterprise. Because of the track record of state-regulation and government
extension services, cocoafarmersin Ghana are not used to think about their farms as
businesses. The perception that a substantia investment in labour and inputs can result in a
tripling profit per acre the next season is something that many farmers deem impossible.
Calculating the potentid returns of investment together with the farmers (see paragraph 2
under 6.2) is one way to make this a more tangible option for them.

However, the best way to be convinced of your own business potentia is of courseto seeit
for yourself. A good way to do this could be to start establishing model farmsin every
village. A small group of e.g. 5 serious and committed farmers per village are selected and get
the active support, extension services and access to credit (and thus inputs) to establish a
model farm. This can be done gradually; first 1 acre per farm and building it up. Thisway, the
process will be controlled and lessrisky.

Their initia profits will give them the investment opportunity to expand the model farm, and
will show other farmersin the society that it paysto invest money and knowledge and that a
long term agreement (and keeping promises) is better than short term cash. We believe that
developing an entrepreneurial spirit isone of the criteriafor successthat is currently still
lacking in many farmer communities.

Theideaisthat the model farms are open for consultation for al farmersin their community,
and that the knowledge acquired by the model farmers—over time- radiates to al farmersin
the community. Thisway the entrepreneurial success can be boosted and radiate to the whole
community, something that is essential for sustainable success in achieving better living
conditions for farmers and their communities.

In order to reach the farmer (communities) with the right information on farm management to
stimulate entrepreneurs, and to train the model farmers, an infrastructure is needed. An option
could bethat LBCs (possibly in partnership with an input company, see also chapter 8 —
Recommendations) organise ‘ knowledge transfer centres’ at their district purchasing offices
where farmers can have accessto all sorts of information and products. The LBCs could
benefit from higher farm outputs if they manage to gain the loyalty of the farmersthat they
support. On asmall scalethisis already happening, for example with Olam setting up some
‘model-stores’ in some districtsin the Brong-Ahafo region (FFS, 2003. see Appendix 111).

Asidentified in paragraph 6.4 the main threats for increasing productivity are environmental
degradation and —at some point- saturation of the market. We only want to discuss the
environmental factor here, as saturation of the market due to high productivity at this point is
merely atheoretical concept.
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To prevent environmental degradation, agood farm practice using integrated pest
management techniques (IPM) is essential. There has been an increasing awareness among
policy makers and researchersin Ghanato move towards a pest management strategy that
makes production more sustainable and environmentally friendly. IPM offers adesirable and
realistic option, asit emphasizes the integration of avariety of techniques, the enhancement

of the compensation ability of the crop, and the use of pesticides asalast resort and only
when not disruptive, to produce higher yields at lower input costs. IPM offers agood example
of avast amount of useful information from which farmers can benefit if it is offered in a
sensible way. The Farmer Field School uses IPM as abasisfor their participatory
programmes as well.

Because several studies have shown that in Ghanait isamost impossible to grow cocoa
successfully and control disease without using any inputs (i.e. some form of fungicides,
insecticides and possibly fertilizer - FFS, 2003), we believe IPM offers agood guideline for
attaining higher yields without harming the environment in Ghana. Thisis verified by CRIG.

Studies performed by CRIG and others (CABI, 2003) also show that, if the right balance
between weeding, pruning and applying the right (approved) inputs by selective spraying, the
environment will be able to redistribute and decompose nutrients and waste products without
any problems. CRIG, in co-operation with some universities, are currently aso researching
and devel oping a pilot project for biological pest control.

In addition, the best option isto combine integrated pest management with crop
diversification. Growing more than one type of crop on the same land benefits the soil
metabolism, and diversifies the type of nutrients that are excreted and absorbed. Thisisdso a
feasible type of risk management for the farmers and has the potential for improving the
farmers’ income considerably.

Inthislight it isremarkable that not asingle farmer of the 173 farmersinterviewed that
mentioned to have experienced any negative side effect of using inputs when asked. Also
when asked again about poss ble environmental damage more specifically, very few
mentioned any negative effects.

6.5.2 Quality

As mentioned earlier, the current reasons for the high quality cocoa bean (and market

prernl um) for Ghanaian cocoa are probably twofold:
The fixed producer pricesin Ghanathat resultsin farmers not being pressed to sell
their produce too early (or too late) by afluctuating price, but rather at the moment
that quality isoptima, and;
The methodical infrastructure of QCD in Ghanathat checksthe quality of the
purchased cocoa on three different pointsin the chain before shipment. If quaity
compliancefails, the cocoais sent back to the farmer, using agood system of trace-
ability.

In aliberalizing market, both of these mechanismswill eventually change, leaving the
guestion open what will happen with the quality of Ghanaian cocoa. It isimportant to note
that thereis a considerable marketing opportunity for Ghana' s bean quality. This opportunity
can be further exploited if they are able to maintain the current quality levels.
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It is obviousthat new quality criteria and measures to control them should emergeif QCD
stops to perform this function. An option would be to privatise the quality control, asfor
instance is done by UniControl in Ivory Coast. Both the international buyers (processing
industry or traders) and local ‘LBCs want independent quality control. UniControl, which is
normally speciaized in storage and (port) handling of bulk cocoaonly, has set up a specia
branch for quality control with laboratories etc and makes a business out of it, as the market
thereisfully privatised. On the short-term however, it might be wise to consider a
‘reformation’ of the current QCD organisation. There are considerable efficiency
opportunities to be reached but the experience and knowledge of QCD should be protected
and conserved. This should be the basis for the reformation.

Asal stakeholdersin the cocoa-chain would benefit from a durable, high quality product, a
possibility could be to establish anew foundation in which all stakeholdersinvest
simultaneously. Such afoundation could have a primary objective to guard bean quality
through 1) building capacity for establishing farmers societies, 2) establishing ‘ knowledge
centres’ and 3) facilitating the establishment of model farms. It should be supported by
farmers associations, former extension service agencies, input shops, input companies,
research ingtitutes and international buyers.

It should be stated here however that it is mainly Cocobod that benefits from the conservation
of the current quality levels (and the premium paid on the world market). Especialy in a
situation with fixed producer prices and arelatively high FOB price, it is Cocobod that
receives the most financial benefits.

Increasing efficiency in the post-harvesting process is a clear example that could bring
structural benefitsto farmer’ s societies. For example, farmers could collectively organise the
processing of breaking the pods, fermentation and drying of the cocoa. Thiswould leave the
farmer with more time to spend on the farm, and less work-burden, as the breaking of the
podsisavery time-consuming activity. The process could be organised very efficiently and
semi-industrialized, using machines and standard fermentation sites for the beans, creating not
only economies of scale but also a better bargaining position. The cooperative could invest in
thisfacility with the profit they make from the efficiency gain attained in thisway. The LBCs
would receive alarger volume of amore standardized bean (which has a standardized quality
by the farmers cooperative). The farmers are still getting paid for their beans, but this should
be converted based on the volume of pods they have produced. The cooperative / union could
establish quality standards and conversion formulas that are based on average bean yield per
pod to calculate the price afarmer receives per unit of pods. Another advantage of thisisthat
the cooperative as awhole would be able to create a buffer (as handling volumes become
much larger), thereby creating a good negotiating and bargaining position towards the LBCs,
and to sell on moments that the prices are good (Farmer Field Survey, 2003).

6.5.3 Producer price

As mentioned before, there is a positive correlation between producer price and productivity
(or total volume of cocoa produced in Ghand). Thus, increasing the producer price would
have a double positive effect on farm income, as it would increase average productivity while
farmers receive more per unit of cocoa at the same time. There is aso arelationship between
a‘fixed' producer price and product quality, asthe farmers are not pressured to sell their
beans at market peaks. Theidea of Cocobod to increase the producer price by one percent of
FOB yearly seems a good start. However, the percentage of BRUT FOB that farmersin
Ghanaactually receive, despite its superior qudity, is still among the lowest in the world.
This emphasizesthat alot of efficiency (and money) islost on an expensive institutional
apparatus of Cocobod.
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In the case of aliberalised market, together with Cocobod exclusive right to market and
control the cocoa quality, also the fixed producer prices would disappear. In thiscaseit is by
no means clear if Ghanaian cocoa can continue to be superior and receive a premium on the
world market. Internationa buyers should set their own quality criteria and start to
differentiate by providing price incentives for different grades of cocoa. If industry were
prepared to invest in setting up a system for differentiating for different quality levels, there
would be an incentive for farmers cooperatives to maintain producing high quality cocoa.

If the cooperative can guarantee such stable quality and supply, it should be able to set ask
good pricesfor its cocoa, athough the premium will not be paid any longer for all cocoafrom
Ghana, but for certain certified products, that are organised and traded in vertical chains,
independent of their country of origin. In theend it will be the industry and the consumer that
is prepared to pay a price difference for respectively a secured supply for high quality beans
and a quality product in the shop. Thisiswhy we believe that an increased producer price
linked to quality isaso in theinterest of international buyers, processors and manufacturers.

6.5.4 Farmer cooperation and Organisational capacity

The application procedure for starting aformal farmer co-operation in Ghana should be
improved and made be more transparent by the responsible authorities.

The benefitsfor the farmers and small traders of being organised (as co-operatives,
associations or any form) are multiple. With farmers (and traders) becoming stronger, they are
in a better position to 1) get access to the market's benefits, 2) prepare and plan activities and
reinforce long-term relations, 3) benefit from economies of scale and negotiation power and
4) enhance the communi cations with banks, CRIG, LBCs, Cocobod, input providers and
extension services.

With respect to thislatter point, it should be stated that al the above-mentioned stakeholders
have an interest in the farmers * being organised’ because it will facilitate the exchange of
information and knowledge. A possibility would be to have an NGO to stimulate the
entrepreneurship and organisational capacity amongst farmers — funded by the above-
mentioned stakehol ders.

Thetype of farmers' cooperative that is adopted by Kuapa Kokoo, the farmers co-operative
aso performsthe task of the LBC, as KK both produces and marketsits cocoa. This can also
create atension, as buying and selling of cocoa are two different interests. Also, the farmers
that are members of KK are committed to sell their cocoato KK, which reduces their level
playing field. We argue that producer’ co-operatives should speciaisein producing products
of high quality and diversity, preferably under a certified trademark, which brings them the
advantages of scale-efficiency and puts them into a good bargaining position with different
LBCsinaleve playing field.

The question remains: How can this best be organised and by whom?

6.5.5 Crop diversification

By establishing a co-operative that takes over functions that were previoudly performed by the
individua farmer (such as the breaking of the pods), such a cooperative could aso facilitate
and stimulate farmers to invest in other crops (e.g. teak or citrus). Even more, the cooperative
centres or district offices could fulfil information and networking function in setting the
guidelines and helping farmers with start-up facilities. Even better would beif the co-
operative as such could set guidelines for, and acquire a certification for certain quality
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standards of the products that are produced by its farmers under specific conditions (e.g. fair-
trade or biologicd), which would give the farmers an extraincentive to diversify their crop.

A typica cooperative could eventually manage a range of productsin its portfolio, supplying
different types of LBCs or retailersin consuming countries directly in aliberalised market.
The farmers are not exclusively dependent on the cocoaworld market prices for their income,
and the added value of producing different products under a cooperative could be passed on to
the consumer price.

6.5.6 Traceability

The success of both a code of conduct as well as the success of afair trade brand is directly
dependent on the traceability opportunities. It should be possible for a sustainable cocoato be
traced back to the area of production (CREM, 2002).

In Ghana, trace-ability up to the point of shipment isvery good, but is exclusively controlled
by Cocobod. As mentioned above at paragraph 6.5.3, Industry together with the merchants
and producers co-operatives should set up their own system for trace-ability. An integrated
trademark or certificate could give integra information about socid, environmental and
economical conditions under which the product was produced. In the case of bulk shipment
however, it remains problematic to trace the product after it has been shipped. However, a
final check could be traced up to the point of shipment, leaving the buyer with the choice to
clear that specific purchase when it is still traceable up to the cooperative level, or not.

In this context, the concept of traceability might be seen as a unique marketing opportunity
for Ghana (Cocobod).
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7 Conclusions

The main objective of this study was to identify and assess conver gences of interest for
stakeholdersin the cocoa chain, to attain increased farm income and sustai nable production.

Main conclusions:

Various areas of potential convergence of interest between farmers, LBCsand TNCs
(international buyers, processors and input companies) exist. Because of the liberalising
market there will be an eventua shift in roles and responsibilities, creating room for
(public-) private partnerships, to take over tasks that were formerly state-responsibility.

Themain areas of convergence of interest that we have identified in this study are:
1) Increasing productivity;

2) Improving product quaity;

3) Increasing producer price;

4) Improving organisational capacity and farmer cooperation

5) Crop diversification, and

6) Traceability

The two most important areas where the interests of farmers, Cocobod, LBCsand TNCs
converge are increased productivity and bean quaity. Improving organisationa capacity
and increasing producer price, are means to attain increased productivity and quality.

The main challenge for the (smallhol der) farmersisto improve their income and break
out of the cycle of poverty. Farmers themselves perceive ‘lack of credit’ (to buy inputs) as
their main problem. Related problems are alack of organisational capacity and education.

Going upstream, LBCs and TNCs have an interest in building alarge community of
reliable farmers. LBCs are making money as a percentage over the total volume of cocoa
they are handling. As the margins and producer prices are fixed, they can only make more
money by handling more cocoa and/or by reducing costs —working more efficiently.

Under the current market situation, LBCs cannot compete for the farmers produce by
differentiating on price. Other differentiation strategies are used to attract the farmers
product, like providing loans or inputs, paying scholarships for the children’s education,
supplying spraying machines or subsidies.

Current credit facilities are inadequate and the farmer-bank relation is poor. The distance
to banksis high and the history of banking in Ghanais overshadowed by cheating and
low payback rates. Therefore, the prevailing interest rates are high (approximately 30%).

Recent initiatives experimenting with micro-credit (using group liability) or participation
in shares have had mixed results but seem promising. Some of these schemes have
focussed too much on paying back the loans, disregarding their actua objective of
investments for breaking out of the poverty cycle by holding the farmer to over gtrict pay-
back schemes

Current extension services are highly inadequate. There is one extension officer for every

3000 farmers. Extension officers do not receive the right incentives (e.g. low salary) nor
receive the necessary resources (e.g. mode of transportation) to perform their job.
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Investment costs for setting up an LBC or input company reaching out to farmers are high
(infrastructure, warehousing, transportation, risk). These investments need to be
economically viable. The current consequences are that the remote farmer communities
have alimited level playing field and in the context of liberalisation this might worsen.

Conclusions of Farmer Field Survey:
Productivity and extension services

Productivity of cocoafarmersin Ghanaislow, and has a high potential for improvement.
Because cocoaisacash crop, thereis astraight relation between productivity and farm
income.

Although most farmers experienced an improvement in their yield over the last 2 years,
the main problemsinvolved with low productivity are: 1) high incidence of pests and
diseases, 2) lack of money for inputs and 3) bad accessto credit. These conditions make it
hard for the average farmer to break out of the cycle of poverty.

Extension services are very important, as the general knowledge about best practicesin
growing cocoaisstill low. Integrated pest management is a new and promising approach
that optimises the use of inputs and takes into account sustainable use of the available
natural resources.

The current level and organisation of extension servicesin Ghana (now under MOFA) is
neither effective nor efficient. Here, thereisroom for improvement.

Therole of the state as the provider of extension services and mass spraying is changing
dueto increasingly developing private initiatives that have an (economic) incentive to
purchase cocoa or to provide extension services. It can be seen that some of these private
companies succeed better in delivering their services effective and cost-efficient. Private
initiatives involving extension services and advice on the use of inputs have recently
dtarted (e.g. by Wienco). Impacts on productivity have yet to be established but the
prospects look promising.

Thetotal national volume of cocoa production in Ghanais expected to go up, mainly by
the use of three strategic programs; pest and disease control (with the government mass
spraying programmes), farm rehabilitation, increasing producer price (with increasing
FOB prices, and increasing % of FOB going to the farmers). Historically, a positive
correlation between producer price and productivity exists.

Quality and Spreading of Risk

TNCs want a stable and assured supply of ahigh quality bean for agood price. Farmers
want a high production and the best possible price for their bean. High quality bean will
give abetter pricein aliberaised economy. Crop diversification aso has a positive
impact on the quality of the cocoawhen the right crops are combined. Furthermore we
observed that:

Farmers are better protected against price fluctuationsif they don’t have monocultures.
Most farmers produce both cash crops and food crops.
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Some farmers are investing in aternative cash crops such as teak, cashew or citrus, for
which they trust to have agood dternative income.

Farmer education programmes such as the sustainabl e tree crop programme (STCP) and
the farmer field school help contribute to risk spreading as they teach the farmers not to
plant only monocultures

Selling cocoain the fair trade segment is also aform of risk spreading, astherisk of
world market price fluctuations are for the fair trade organisation. Fair trade guarantees
the farmer aprice of 10% above world market prices. Besides that, a minimum price
higher than the cost prizeisaways paid, if world market prices drop below cost price.

Organisational capacity

Organisational capacity amongst cocoa farmersis akey area of opportunity to improve
accessto credit, extension services and education and conserve current quality levels. At
this point the organisationa capacity and awareness about the benefits of ‘being
organised’ islow amongst the cocoa farmers.

For afarmer, the freedom to choose whom to sell his product to (‘level playing field') is
crucial asit prevents monopolisation and potential exploitation. In order to stand strong

and benefit more, farmers could organise- and represent themselvesin groups. This way
they have better negotiating power and access to information.

The mgjority of farmers are not member of a co-operative athough the vast mgjority of
those farmers want to become a member. The main reasons mentioned for wanting to
become member are: to share resources among farmers, to improve credit facilities and
access to extension services and general for more farmer unity.

Farmers' level of organisation of in producing countriesis seen as amajor constraint
related to sustainable cocoa chain. In our survey, 61% of the farmers believe that farmers
themselves should start a co-operative, however in practice it seems hard for most of
them to structurally organise themselves.

It some cases it seems that farmer societies were formed but are not lasting very long nor
being very effective because of hierarchy differences between farmersin a community.
Richer farmers sometimes exert more power over the members of the community than
they should according to the democratic rules of the society.

A possible partnership involving farmer societies should incorporate a mechanism to
prevent this from happening as much as possible

Farmersinvolved in a multi-disciplinary educational programme (like the farmer field
school) have aclear benefit over both the knowledge and training they get. A problem can
be that the objective of protecting nature (parks) and helping the cocoa farmers (by higher
yields etc) are not always compatible.

Conclusionsfrom interviews with other stakeholders

Internal organisation of the cocoa chain in Ghana

COCOBOD is till present in every aspect of the chain from purchasing to shipping the
cocoa abroad.
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Bean quality is high because of 1) a centralized mandatory quality control system for all
Ghanaian cocoa, QCD. This system is effective but not very efficient, due to the costs
related to the quality control. And 2) no pressure on the farmers due to afixed producer
price.

In context of liberalisation it is questionable if the level of quality can be maintained for
all Ghana cocoa.

Compared to other countries, the tax margins on cocoathat go to COCOBOD are very
high, here thereisroom for efficiency improvements.

Transport costs for cocoaare aso very high, mostly due to congestion, bad road
conditions and long waiting times at the ports

PBC isthe most present in margina areas, as Cocobod is required by law to purchase
cocoa produced anywhere in the country. In some districts, PBC isthe only buyer asthe
areas are not profitable. The calculated break-even point for an LBC lays around 1680
bags/yr. On average, from 1995-1998, out of atotal of 1896 societies, 782 (41%)
produced less then 1680 bags. Therefore, in the context of liberalisation, the farmersin
theremote areas are et risk.

International stakeholdersin the cocoa chain

TNCs—and especially manufacturing companies - are becoming more aware of their role
in the cocoa chain on alocal level. TNCs claim that they want to get closer to the farmer
communities (improved control over quality and quantity) and take responsibility but
cannot do so due to the presence of Cocobod.

Cocoa processors and traders are less likely to take responsibility for changing and
improving the chain in a sustainable way — they are not exposed to public pressure.

Thefair Trade component of the cocoa market is still very small — encompassing 1,5% of
the total cocoa market. The main problem hereis not the supply side. The cocoa farmers
are able to produce Fair Trade cocoa beans. The problem isthe demand side.

The 30% direct export rule for LBCsis not used yet because of different reasons, one of
them being that Cocobod does not seem very eager to facilitate it

Most farmersin countries with free market systems are receiving higher percentages of
FOB price compared to the farmers that are working under a board system.

The build-up of brute-v- net FOB is not clear. Thereis a considerabl e difference between
the two (753,00 U$D per tonne) and it is not clear where and/or on what thisis being
spend on. Also, the way Cocobod cal cul ates the bonuses (actua — expected FOB) is not
clear. Neither isthe way thisisredistributed to the farmers.
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8 Recommendations

8.1 For the Farmers

Our main recommendation to farmersis to start organizing themselves.

Because unity equals strength, there are many good reasons to get organised, most
importantly, 1) bargaining power, 2) easier access to credit, material and information sharing,
3) lower susceptibility to exploitation and 4) risk diversification.

There are different ways that farmers can organise themselves. A formal or ‘officia’ co-
operative or society or group is often not necessary to get the first benefits.

Farmer groups should try to adopt integrated pest management (IPM) as a structural way
to improve their farm practices and yield. Realizing that proper farm maintenanceis just
as, or even more, important as applying the right inputs to the land.

In some cases, farmers could adopt amore ‘businesslike' attitude. With the help of
NGOs or private companies, farmer groups could establish partnershipsin order to
promote model farms and knowledge transfer centres.

To prevent Purchasing Clerks (PC) from an LBC to temper with the scale, get astone or
zinc representing afixed weight (e.g. 62.5 kg). After the harvesting; first use the stone on
the scale. If the scaleis correct — you know you can trust the LBCs scale. If not, you go to
another LBC and don't forget to spread the word to other farmers about the LBC who's
scaleistempered with. This mechanism will function to correct ‘bad’ behaviour and
future discrepancies.

Programmes combining nature conservation and farmer development like the Farmer
Field School could go one step further and increase the influence of the rural poor over
the management of natural resources and in particular the areas of natural forest within
these landscapes.

8.2 For the LBCs

Ontheloca level (inthe farmer districts):

Allow the community or farmers society to select their PC themselves, for instance by
majority of vote. In thisway a process of auto-selection will occur, that selects the most
reliable PC from the group, as the group as awhole will tend to be biased towards
objectivity.

To get involved in extension services and credit facilitation could strengthen the position
of an LBC if they know how to benefit from these servicesin terms of market-share of
cocoa sold to them. Also, directly showing farmers the profit potential of cocoafarming
by calculating the potentia returns of investment together is one way to encourage
farmersto invest.

A good activity could be to help farmers to establish mode farms. These farms would be
examples of good farm practice, and have the ideal balance of inputs, resulting in high
yields (around 10 bags/acre). These model farms could show other farmersthat it paysto
invest in good farm practices.



On the corporate level:

In the near future, al viable and effective Ghanaian cocoa trading companies can export
some or al cocoathey purchase from farmers. Thiswill create a considerable demand for
amechanism that can maintain the stable price environment to which producers have
become accustomed. Private sector exporters (LBCs) will need to begin looking for a
price protection strategy, in line with what the government previoudly provided, if the
norms, such asaminimum producer price and strict quality control systems are kept.

As concluded, there is abottleneck in use/ exploiting the right to directly export 30% of
the produce. Many of the bottlenecks will be avoided / eliminated when the LBCs that
have the (provisional) license to export will start to join forces and export as ajoint
venture. The advantages are clear; increased bargaining power (the combined produce of
4 or 5 LBCswill give enough cocoato make a significant impact).

TNCswant reliability. They want constant quality and areliable output. It isimportant to
work on reputation and not be opportunistic towards farmers (downstream) asthe
international buyers (upstream).

It istherefore recommended that these LBCs start organising themselvesin such away
that they become more visible and more able to anticipate on the liberalisation process. It
should be taken into account that certain aspects will need to be integrated in the
negotiations if a sustainable cocoa supply chain is desired.

8.3 For Processing and Manufacturing Companies

To anticipate the liberdisation process, TNCs (international buyers and processors) could
also get substantial benefit to form alliances with local LBCs. Also manufacturing
companies have the opportunity to be afirst mover in sustainable chocolate. Marketing
efforts — maybe in collaboration with an NGO — will need to be developed and new
criteria need to be communicated to the suppliers of cocoa butter, powder and mass
(Cargill, ADM). The potential publicity and reputation-building can eventually also pay
off financially.

TNCs—together with LBCs and farmers societies- could start to set up their own quality
standards. Thereisroom for increased price differentiation for quality.

If TNCswant to be able to guarantee that their products have been produced with
compliance to issues like child labour, biological, or fair trade principles, they have the
potential to do so. They have the possibility to be pro-active and work together with
others actors down the chain.

If TNCs want guarantees on volume and quality from the farmers and LBCs, they should
respect the fact that transparency has a price as well.
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The Export Regulations give the LBCs the right to either export the 30% allowed by their
license, OR to sall it to the CMC at the CMC'’ s pre-season announced price plus a
predetermined marketing margin to cover the cost of finance, warehousing, quality
control and handling. This meansthat it will only be worthwhile for LBCsto export if the
export priceis more than the sum of thelocal price, the marketing margin, and some risk
factor. The use of risk management techniques may have the result of mineralising the
risk factor involved in entering the export market, and might also lower some of the costs
of doing so, e.g. finance.

Further liberalisation should stimulate price differentiation and there should be criteria
created for selecting produce and the suppliers. Also the extensive costs of QCD (cost
components from net to brute FOB) will be avoided, alowing the TNCsto buy the
produce at alower cost.

8.4 For Cocobod / Government

The current official form of extension services should be re-evaluated. MOFA extensions for
cocoa do not work sufficiently, despite the fact that such services have proven to be extremely
important for cocoa farmers.

Cocobod should either resume the responsibility for extension services, or facilitate
partnerships or private initiativesthat can benefit from linking extension servicesto
purchasing cocoa or input sales (see also under *private partnerships'). Part of the money
that is being spent on the Pest and disease control program can be used to promote these
market-oriented and efficient initiatives.

If MOFA will continue to provide cocoa extension servicesin order to provide effective

extension services to cocoa farmers, MOFA needs to drastically improve its knowledge

and capacity for cocoa extensions by e.g.:

0 Agric officers need more training on cocoa extension and an appropriate salary.

0 Better transport facilities for district officersto visit farm villages

o A morecommercia approach: Agric officers should be taught and teach
entrepreneuria principles of cocoafarming.

Cocobod could make good use of the fact that consumer demands regarding child labour,
traceability and environment are changing. As Ghanaian cocoa has high rating for all
these issues, Cocobod could market its cocoain a more pro-active way.

Cocobod must increase transparency of price policy (NET- BRUT fob price etc) The
current system leaves too much room for suspicion, and one cannot verify if e.g. the mass
spraying program is cost effective or not.

Cocobod could increase its efficiency — CMC has highest costs of all countries; also QCD
is very expensive and can be made far more efficient. This could be done partly by
outsourcing part of its core activities to private companies that have an incentive to be
profitable.

CRIG should continue and expand its research on Integrated Pest Management and
biological pest control, asthe results are promising and help farmers to produce more
sustainable and efficient at the same time.
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8.5 For NGO’ s and International organisations

A mainissueisto help farmers organise themselves. NGOs could play arolein building the
capacity of farmers groups through educational programs, financial and logistical support of
‘knowledge transfer centres' and not to be afraid to engage in partnerships with private
companies, if these partnerships are to the benefit of all stakeholders. At the same time NGOs
could still have asignalling or watchdog function, but rather as a partner.

NGOs are a'so learning how to have amore holistic approach in formulating their objectives.
For example, a NGO whose mission is nature conservation has other objectivesthan aNGO
mainly focuses on poverty-reduction. By recognizing the strong rel ations between poverty
and conservation, it is possible to develop a more integrated approach. However NGOs
should not be afraid to make choices depending on what they believe is most important, as
sometimes farming can go at the expense of nature. A new approach could be to increase the
influence of the rural poor over the management of their own natural resources. Furthermore
we recommend NGOs to:

Form aliances with other co-operatives/ other international NGO’ sto control and

monitor the codes of conduct of TNCs on alocal level;

Stimulate the market for Fair Trade (chocolate) product through public awareness

campaigning and forming alliances with retailers (mainstream supermarket chains).

8.6 New Partnerships

8.6.1 A case for possible private partnerships

The Agricultural Development Bank, Wienco and some farmer communities are currently
initiating small-scal e projects in which the bank providesthe farmer with aloan, in the form
of apackage with inputs, gloves, and a spraying machine. The input provider visits the farmer
community to give education on the different inputs, and on when and how to apply them.
This should be the responsibility of the input provider. The bank has an interest in that the
farmers’ yield is good so that the farmer can pay back the loan. To make sure that the farmers
comply with the rules, practise good farm mai ntenance and sanitation, the bank employsa
‘watchdog’. These types of partnerships are private and seemed to work well in their initial
phase. They have outperformed past government programmes in terms of increased yields and
payback rates.

Another set-up for a private partnership involving Farmers, Input providing company, LBC
and TNC with awin-win potentia could be asfollows:

A local LBC could partner with a TNC (e.g. processing company) and pre-finance inputs for
farmers selected for amodel farm project by the input providing company (e.g. Wienco). As
the LBC isthe one that will get paid later in the form of cocoa sold to them, they are the
obvious candidates to bare the financia risk for pre-financing. They could subtract the credit
given from the bean price after harvesting. In order to prevent cheating farmers that my sdll
their produce to other LBCs and not pay back the inputs, a system of group liability could be
used. In thisway, small groups of farmers are together held responsible for paying back the
inputs. If one aims to cheat by selling to another LBC, al farmers are excluded from the
programme. A group of farmers can choose their own representative responsible for the credit
scheme, in this way auto selecting the trust worthiest one.

The farmers receive training in good farm practices by the extension officers or promoters of
the input company and will know how to use the inputs most efficiently. All produce from
this conglomerate will then be sold through this specific LBC — Processor channel.
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Here the interests of all stakeholders could converge in an organisation that helps farmers
with good farm practices and increase their yields.

A key element in this scheme is pre-financing through inputs with minimal risk for LBCs, as
the process of selection of eligible farmersis coordinated by the input providing company that
knows the farmers and selects only the most serious ones. Once such a scheme becomes
successful in its pilot phase, other farmerswill see the resultsin the form of increased income,
and the programme can be expected to spread successfully.

The farmers are better of because they make more profit (see calculation in 6.4). Input
providers because they can sell more inputs, LBCs because they can increase their market
share and purchase volume with minimal risk. Last but not least the TNC (in a possiblejoint
venture with alocal LBC) has aclear interest because it can control the origin and handling of
cocoa from the beginning of the chain, is ableto set up the infrastructure for a stable and good
quality supply, can cut some marginsin the chain, and has and can improve its reputation by
helping farmersincrease their standards of living.
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Appendix I: Farmer Field Survey

Basics 1 A |Date
B |Didtrict / Region / Village
C |Name
D |Age
E |Gender
F |LBCs present in district (based on farmer interview)
Personal 2 A |Position
Owner, caretaker, |abourer
B |If owner
With caretaker? Y/N
Nr of days spend per week

What kind of school have you been to? (llliterate,
primary/middl e/secondary/Higher?)

Have you been born in this region? (Y/N)

If NO, where are you from and

mmo| O

Since when do you live here?

Family 3

Nr of children?

Do your children (at least 1) help on the farm? (Y/N)

Age of youngest child?/ Age of oldest child?

Will your children to take over the farm? (Y es, no)

mio|0|w| >

How many people do you take care of ? (Extended family)

FarmProd. 4

Farm sizein acres?

Age of farm? (Average)

How many trees do you have?

How many bags of cocoa do you produce?

Has yield improved over the last 2 years?

Changein %

I OMI0m>

Why?

In case of Yes

Mass spraying program, individua use of inputs, weeding
Cutting / shade, good farm practise, replanting, other

In case of No

Age of trees, soil degradation, lack of maintenance, black pod, swollen
shoot, capsid, mistletoes, termites, other

What are the difficulties?

No $, $for inputs, $ for labour, $ for farm expansion, diseases, age of
trees, late mass spraying, credit, soil depletion, Other

Risk manag. 5 A

What other crops do you produce? (Food -v- Cash -v tree?)

Palm oil, corn, cassava, coco jam, pineapple, plantain, pear, coconut,
cashew, teak wood, citrus, peep, tomatoes, papaya, other (please
explain)

Food, cash, both food and cash

If YES -> Do you grow them together with cocoa? (Y/N)

If YES -> How much income does this generate? (X 1000)

D If NO -> What do you do in the periods when there is lesswork on the

cocoa?
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Nothing, work on 'other crop’, seasonal work, other

In the future - will you increase or decrease 'other crops? Why?

To spread risk, more food (security), for the $, soil conditions

Selling 6 A |Towhom do you sdll the cocoa?
Adwumapa, Armajaro, Kuapa Kokoo, PBC, Fedco, Transroyal,
AkuaFo Adamfo, Olam, Roya Commodities, Cocoa Merchants, Other
B [Why to them (advantages)? Since when?
Supplies $ for child education, supplies extension services, promise
extension service, promise inputs, suppliesinputs, deposit for inputs,
Prompt payment, bonuses, socia (friend, family member), trust (the
scale), nearest (transport), the only one here, credit, cooperative, inputs
on credit, other (lottery/to break monopoly), no reason
C |Do they help you? How?
Give $ for child education, give $ for labour, supply spray machine,
supply inputs, prompt payment, Give guarantees (input), other (lottery)
D|Do you trust them? (y/n/yn)
E If different, to whom did you sdll it before and what is the difference?
F |Doyou fed pressure from the LBC (fast selling)? (Y/N)
Costs 7 A |What isthe highest cost component?
What costs do you make on the farm? (Are dl costs -fixed/variable -
B - .
included in 'cost price'?)
Labour, inputs, other
C [How many people work on the farm daily?
D |Do you use seasona workers? (Y/N)
E |What islabour wage per day?
F [How much do you spend on labour per year? (X1000)
G |Who paysthe labourers?
H (What do you earn yourself?
Don’'t know, this amount
Credit 8 A |Doyou save money? (Y/N)
If yes - where?
B |Do you get any credit?
C |If YES? For what purpose?
For farm inputs, for farm labour, for buying new land, for building a
house, to feed the family, for education, other
E What are the conditions to get credit? (Interest rate, time, collateral,
fines, etc)
F |Do you have any problems paying back? (Y/N)
G |If NO, would you like to get credit? (N/Y)
H (What do you do to get credit?
Nothing, invite the bank to the farm, make arrangements, make
financial calculations, organise agroup
J |Do you make afinancial / abudget planning? (Y/N)
D [If X givesyou credit, what would you spend it on?
For farm inputs, for farm labour, to expand farm, farm maintenance, for
building a house, for education
K |How can credit facilities be improved?
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With help of ext. Officers, Timeliness of credit, with guarantee of
friend, through group forming, credit should bein form of inputs - not
in form of $, through LBCs, more banks are needed, other, don't know

Maintenance 9 A

What do you do to maintain your farm?

B

What are the main threats to your harvest / for the crop?

Mass spray, weeding, genera farm practice, replant, farm sanitation,
individual spraying, cutting mistletoes, shade management, other

What kind of input do you use?

Mass spraying, fungicides, pesticides/ insecticides, fertilizers, other

O

From whom do you buy your input?

Farmer input / agro shop, LBC, open market, Cocobod

How much do you spend on input per year? (In 1000)

How long have you used thisinput? (In years)

Do you see any positive result? (Y/N)

T |@|mm

Do you see any negative effects? (Does it affect water, other crops, and
health soil?)

Do you replant old trees for new trees? (Y/N)

Ext. Services 10A

Do you get any advise on how to improve farm management?

B

If so, from whom?

Wienco, MOFA (Agric officer), Former cocoaextension, LBC, Farmer
field school, other

Compared to 5 years ago, how are the extension services now?

What is opinion about the current advice? It improves your farm?

mgon

Isthere amodel farm close?

Wadte 11A

Do you use your cocoawaste? If so, for what?

Y - forsoap/Y - asfertilizer
Do you sdl this?
Do you sdll you LQ beans?

Cooperation 12 A

Do you work with other farmers? How in what way? (During
harvest/weeding time?)

Breaking pods, weeding, spraying, credit, other

Are you member of acooperative? (Y/N)

If Yes- name? and since when?

If YES, what benefits doesit bring you?

What benefits doesit bring to the community as a whole?

m g0

If NO, why not?

No desire, no co-op present here, lack of leadership, other

Would you like to become a member? Why (not)?

No desire, genera help, to improve credit facilities, to improve input
facilities, $ to expand farm, child education $, extension education,
builds community capital, for more farmer unity, Don't know, Other

Who should start a cooperative?

Government, farmers, the secretary of community, the chief farmer,
District Assembly, don't know, other

What kind of benefits do you expect? (Bargaining, storage, information
sharing, school, etc)

What are the main problemsin your village? (Roads, schools,

73



hospitals?

Roads, schools, hospitals, teachers, water, church, Unemployment,
Other

What are the areas that need investment?

How can you organise this?

x|«

How do you see the future? (Positive/negétive)

Additional Qualitative Data resources
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Appendix Il: Questionnaire for Farmer Group discussion

Group

1 Isthe liberalisation good of bad?
What is your opinion about the LBCS? Are you aware of the fact that they

2 have a (provisional) right to directly export 30% of their cocoa? What is
your opinion?
What are the main differences between them? Do you have along-term

3 relationship with one? Could the LBCs improve their relationship with
you? How? What would you advise to them?
How can you benefit more from the relationship with them? (What can be

4 done to improve the bargaining power, the local value adding, the accessto
information, etc?)

5 Why do you think the LBCs are hesitant to invest in you (lack of inputs,
credit, farm machines)?

6 Do you prefer this situation (fixed price) of asituation of complete
liberdisation (market decides)?

7 What do you know about local and global price setting?

8 Do you think that privatisation will affect the quality of cocoa? Why?

9 What is your opinion about the ‘ Pest and disease program’ / ‘Mass
spraying program’ ?
What do you think about the international processing companies and

10 |manufacturers? (Traceability, CSR, price and quality setting, purchasing
criteria)

11 What do you do to reducerisk (fires, diseases, prices)? How could you
improve?

12 What do you think about the current extension services? What should be
done? How? What can you do?
Credit facilities. Is thisa problem? How can you improve it? Group

13  |responsibility, soft-v-hard loans, credit union (CashPro?), role of co-
operative?

14  |Why do you think the banks are hesitant to invest in you — as agroup?

15 |Who hastheinitiative to start a co-operative?

16 |What arethe main setbacks/ problemsto set it up?

17 |Doyou have any questions for me?
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Appendix Il1: The visited communities, farmers and ages

O©CO~NOOUIDWNPE

10
11
12

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

REGION

WESTERN REGION

Wasa Amenfi, Asankrangwa

Enchi, Achimfo
Enchi, Achimfo
Enchi, Enchi
Enchi, Enchi
Enchi, Enchi
Enchi, Enchi
Enchi, Enchi
Enchi, Enchi
Enchi, Enchi
Enchi, Enchi
Enchi, Enchi

Samreboi, Ohiamatuo
Samreboi, Ohiamatuo
Samreboi, Ohiamatuo
Samreboi, Kokooase

Samreboi, woman no good

Samreboi, Ohiamatuo

Samreboi, woman no good
Wassa Amenfi, Bonsie
Wassa Amenfi, Bonsie
Wassa Amenfi, Bonsie
Wassa Amenfi, Bonsie
Wassa Amenfi, Bonsie
Wassa Amenfi, Bonsie
Wassa Amenfi, Bonsie
Wassa Amenfi, Kwabi
Wassa Amenfi, Kwabi
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, Soroano
Wassa Amenfi, DansoKrom
Wassa Amenfi, DansoKrom
Wassa Amenfi, DansoKrom
Wassa Amenfi, DansoKrom
Wassa Amenfi, DansoKrom
Wassa Amenfi, DansoKrom
Wassa Amenfi, DansoKrom

NAME

Isaac Buadu

Ben Homiah
Agyemang Manu
Anthony Archer
Seth Quayenarh
Patrick Kofi Assan

Joseph Tikoli Chapman

Tijani Moro

Hawa Abena Twamies

Nana Tando Boadi |1
James Intsiful

Forence Adwoa Akyea

Kyiremiah

Kofi Grushie
Kweku Adu
Charles Ajei
Kwame Donkor
Kwame Fosu
John Busia
Mathias Asante
Yaw Ouwsu
David Aidoo
Nana KwakuBonsie
Kwas Apia
Kwadwo Kobini
Kwas Tando
FeliciaAckah
Ben Affum Kwabi
Y aw Berko

Y osef Ampomaning
Francis Asare
Paul Arthur
Josua Tawiah
Kwabna Nkatiah
Joseph Kwarteng
Evans Asave

JA. Gainson
George Dwomo
Asane Bediako
Justicee Yaw Tawial
Sarfo Robert
Kwasi Ankane
Kwadwo Boadu
Kwadwo Adjei
Kwabena Nkatia
Kofi Badu

Kwees Nsiah
Anton Nicolas

AGE

50
46
56
46
46

60
58
80
74
48
38

55
63
41
50
45
45
40
43
a7
53
65
66
55
45
41
58
39
33
41
35
45
38

75
35
46
32
61
65
42
71

40
80
48

76



48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93

94
95
96
97
98
99

Wassa Amenfi, DansoKrom
Wassa Amenfi, DansoKrom
Wassa Amenfi, DansoKrom
Wassa Amenfi, Ampenkrom
Wassa Amenfi, Ampenkrom
Wassa Amenfi, Ampenkrom
Wassa Amenfi, Ampenkrom
Wassa Amenfi, Ampenkrom
Wassa Amenfi, Ampenkrom
Wassa Amenfi, Ampenkrom
Wassa Amenfi, Ampenkrom
Wassa Amenfi, Adiembrah
Wassa Amenfi, Adiembrah
Wassa Amenfi, Adiembrah
Wassa Amenfi, Adiembrah
Wassa Amenfi, Adiembrah
Wassa Amenfi, Adiembrah
Wassa Amenfi, Adiembrah
Wassa Amenfi, Adiembrah
Wassa Amenfi, ElluoKrom
Wassa Amenfi, ElluoKrom
Wassa Amenfi, ElluoKrom
Wassa Amenfi, ElluoKrom
Wassa Amenfi, ElluoKrom
Wassa Amenfi, ElluoKrom
Wassa Amenfi, ElluoKrom
Wassa Amenfi, ElluoKrom
Wassa Amenfi, Sefwi Asantiman
Wassa Amenfi, Sefwi Asantiman
Wassa Amenfi, Sefwi Asantiman
Wassa Amenfi, Sefwi Asantiman
Wassa Amenfi, Sefwi Asantiman
Wassa Amenfi, Sefwi Asantiman
Wassa Amenfi, Sefwi Asantiman
Wassa Amenfi, Sefwi Asantiman
Wassa Amenfi, Cashier Krom
Wassa Amenfi, Cashier Krom
Wassa Amenfi, Cashier Krom
Wassa Amenfi, Cashier Krom
Wassa Amenfi, Cashier Krom
Wassa Amenfi, Cashier Krom
Wassa Amenfi, Cashier Krom
Wassa Amenfi, AttaKrom
Wassa Amenfi, Atta Krom
Wassa Amenfi, AttaKrom
Wassa Amenfi, AttaKrom

Wassa Amenfi, AttaKrom
Wassa Amenfi, Atta Krom
Wassa Amenfi, AttaKrom
Wassa Amenfi, Asuantaa
Wassa Amenfi, Asuantaa
Wassa Amenfi, Asuantaa

100 Wassa Amenfi, Asuantaa

Jones Saabeng
Alex Gyeming
Kwame Nyame
Nana Alex Gyasi
Ackah

Felicia Nkrumah
Kwabena Asaase Nuako
Baffoui

Kwaku Aekampong
John Amankwaa
Kwame Forson
Emanuel Asamoah
Kwabena Baadu
Kwas Kwarteng
Kwaku Tawia
Nana Kofi Adu
Kofi Obeng

nana Ayimodu |1
Fosten Bright Asamoah
Kojo Afful

Grace Hagen

Mark Nkatia

Pike Ababio

Peter Jyamana
Kojo Prd

Kojo Beyesen
Kwaku Miute

Kofi Owusu

SB Antwi

Iman Fusif
Emmanuel Okine
JK. Mensah
Stephen Mensar
Kwame Marfo

B.Y. Asare
Oppong Coffie
ElijaOwusu

Kwes Agyeman
Thomas Asante
Richard Owusu
Banabas Opoku
JA. Danso

Francis Adu Y eboal
Boakye Ansah David
Osei De Graft
Emmanuel Adams Appiah-
Kubi

Daniel Adjei
William Dwaah
Charles Mensah
Nana Kojo Samah
Kofi Tannor

Peter Donkor
ElijaMensa

48
30
41
56
56
61
36
85
61
60
41
27
55
42
41
68
58
65
30
85

35
55
65
30
42
60
46
49

50
57
a7
45
48
57

35

33

67
43
33
60
32

36
41
50
61
80

35




101
102

103
104
105
106
107
108
109
110
111
112
113
114
115
116

117
118
119
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143

144

145

146

Wassa Amenfi, Asuantaa
Takoradi district, wassaw
domama

ASHANTI REGION

Ahafo-ano south, Abesewa
Ahafo-ano south, Abesewa
Ahafo-ano south, Abesewa
Ahafo-ano south, Abesewa
Ahafo-ano south, Abesewa
Ahafo-ano south, Abesewa
Ahafoano South, Nyamekyere
Ahafoano South, Nyamekyere
Ahafoano South, Nyamekyere
Ahafoano South, Nyamekyere
Ahafoano South, Nyamekyere
Ahafoano South, Nyamekyere
Ahafoano South, Nyamekyere
Ahafoano South, Nyamekyere

BRONG-AHAFO REGION

Dormaa, Asikasu
Dormaa, Asikasu
Dormaa, Nsuhia
Dormaa, Nsuhia
Dormaa, Asikasu
Dormaa, Asikasu
Dormaa, Asikasu
Dormaa, Asikasu
Dormaa, Nsuhia
Dormaa, Nsuhia
Dormaa, Nsuhia
Dormaa, Nsuhia
Dormaa K okuasua
Dormaa K okuasua
Dormaa K okuasua
Dormaa K okuasua
Asutifi District, Atwedie
Asutifi District, Atwedie
Asutifi District, Atwedie
Asutifi District, Atwedie
Asempan, Eye
Asempan, Eye
Asempan, Eye
Asempan, Eye

Bekyem (Tano) District, Boaso
Bekyem (Tano) District, Boaso
Bekyem (Tano) District,
Buokroukwa

Bekyem (Tano) District,
Buokroukwa

Bekyem (Tano) District,
Buokroukwa

Bekyem (Tano) District,

Sammuel Adjei
Prosper Fianyeku

Martin Twumas (chairman)
Martha Pokuaa

E.K. Agys

Owusu Boamgpong

Kofi Manso

CeciliaAmano

Nana Dabanka

Kwadwu Adu

Kwasi Amoako Ernest
Adwoa Pokuaa

Joseph Kwadwo Acheampong
AbenaM Fume

Kwaku Owusu

Anthony Mensah

Efia Nkrumah

Y aa Pomaa

Hon. Grace Biatra Tediri
AnnaY ebura
Damoa Kwame
Micheal Oppeng
Adama Sahia

Kofi Mensah
Derbrika Arma
P.E> Jeboa
Kwame Boedu
MW. Ana Serca
Kofi Yeboa
Kwaku Kuma
Mary Twimasua
Grace Kuka

Op Kwasi Addai
Moses Manu

May Agyei
Mathew Asamoo
Grace Obusu

Rose Fosuaa
Moses Nimako
Nana Kwasi Antwi
Nana Kwabena Y ebou Nyame
Kofi Amo-Agyei
Alex Kwaling

Kwame Orusu
Kerad Thomas

Oppeng, Anthony

79
51
83
63
76
60
68
38
46
a7
42
50
33
37

62
56
53
52
40
42
40
52
52
60
70
80
42
80
50
40
65
43
43
55
53

68
50
76
71
a7
66
56

33

78



147
148
149
150
151
152
153
154
155
156
157

158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173

Buokroukwa

CENTRAL REGION

Twifu Himeng district, Afiaso
Twifu Himeng district, Afiaso
Fosu distric, Assin-Kruwa
Denkyira, Askuma

Denkyira, Asikuma

Denkyira, Asikuma

Denkyira, Asikuma

Denkyira, Asikuma

Denkyira, Askuma

Denkyira, Askuma

Manso Amenfi, Boadukrom

Manso Amenfi, Boadukrom
Dunkwa, Ayamfuri

Dunkwa, Ayamfuri

Dunkwa, Ayamfuri

wtifo -hemag, Sumnayamedkodu
wtifo -hemag, Sumnayamedkodu
wtifo -hemag, Sumnayamedkodu
wtifo -hemag, Sumnayamedkodu
wtifo -hemag, Sumnayamedkodu
wtifo -hemag, Afiaso

wtifo -hemag, Afiaso

wtifo -hemag, Afiaso

wtifo -hemag, Kruwa

wtifo -hemag, Kruwa

wtifo -hemag, Kruwa

upper benkyira, Opukukrom

Phillip Kwesi Bedoo
Ernest Opare Ababio
Johnson Amkuma

John Yaw Nkruma
Laurence Kofi Twineboah
Nicholas Y amoah
Morgan Asante

Yaw Wereko
AfuaBoafoa

Alex Agrifi

Afua Amoaa (and son E.
Kwanine)

Gabriel Ampong

Ama Ampofoa

Patience Oye

Mercy Adjei

Kwaku Appiah

Timothy Attah

Awiabea

Nana Agymang Nyarkoh
Samuel K. Tuah

Nana Botwe

Ama Osuwa

Kwes Enu I

Kwaku Bonya

Manuel Adufo

Daniel K. Dansu
Christiana Acheampong

42
55
36
52
58
35
48
56
58
48
67 (40)

52
71
38
a7
68
46
85
53
42
a7
73
87
71
29
63
56

79



Appendix IV: List of interviewed organisations and people

In the Netherlands:

INSTITUTE FOR SUSTAINABLE
COMMODITIES (ISCOM)

Mr. T. Wolters

CARGILL: Mr. T. ter Heijden
ADM Mr. F. van Breemen
FAIRFOOD Mr. M. Spaas
ICCO Mr. H. Uitdebosch

Fairtrade Labelling Organisations (FLO)

Ms. C. Ayglon (in Bonn, Germany)

In the United Kingdom:

TWIN - UK

Mr. Chris Newell

In Ghana:

CADBURY SCHWEPPES

Mr. David Preece

UNICONTROL Mr. P. Friding
COCOBOD — QUALITY CONTROL .
DIVISION (QCD) Mr. J. Bouatsie
COCOBOD — COCOA MARKETING .
COPMANY (CMC) Mr. W. Sackitey
COCOBOD — MONITORING Mr. Ken Brew

COCOBOD - TRADING ROOM

Mr. Joe Forson

COCOA PRODUCING COMPANY
(CPC)

PRODUCE BUYING COMPANY (PBC)

Mr. Owusu Boakye

ARMAJARO

Mr. Duncan Briggs

OLAM

KUAPA KOKOO (KK)

Mr. N. Adjel Djan

COCOA RESEARCH INSTITUTE
GHANA (CRIG)

Dr. B. Padi

FARMER FIELD SCHOOL /
CONSERVATION INTERNATIONAL
(C)

Mr. Eric Kofi Doe

SUSTAINABLE TREE CROP
PROGRAM (STCP)

Mr. I. Gyamfi

WIENCO Mr. M. Kok, Mr. R. Odei-Jettey, Mr. Ben
Appiah-Kubi, Mr. C. Adu-Asare, Mr. B.
Gyasi

SNV Mr. N. Osafo-Ansong

WAMCO Mr. Jan Doets (former FEO)

COCOA, COFFEE AND SHEANUTS
ASSOCIATION

Mr. Nana Erhuma

MINISTRY OF FOOD AND
AGRICULTURE (MOFA)

Dr. Kwame Amezah




