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FOREWORD

This analysis of the marketing of cocoa and copra incorporates the results
of field surveys carried out in two contrasting areas of production in Papua
New Guinea, East New Britain and East and West Sepik, The surveys were
initiated and executed by a core survey team from the Departmént of
Agriculture and Livestock, Konedsbu, in collaboration with Tan Livingstone,
and coordinated in Fast New Britain by Miri Areori, Project Coordinator
for the Smallhclder Cocoa and Coconut Rehabilitation and Expansion
Project, and in East and West Sepik by Jeremy Darby, Economics and
Marketing Officer in the West Sepik Development. Proect, We particularly
welcome the opportunity that this study has afforded for a close
Collaborative effort between the Institute of National Affairs and the
Depart ment of Agriculture and Livestock.

Ian Livingstone is Professor of Development Economics, University of East
Anglia, United Kingdom. He brought to this project wide geographical
experience including Africa, South and South-East Asia and South
America, Professor Livingstone was Visiting Professor at the University of
Papua New Guinea in 1986, when he also delivered an address in the LN.A.
Speech Series,

This project is the first in the TN.A.'s wark to indlude fisld interviews. We
thank Professor Livingstone far designing the project and leading his willing
team by example. Mare the pity that convention precludes readers from
enpying Livingstone's accounts of crossing flooded streams and other
excitements which he encountered. I.N.A. Joins the authar in thanking all
thaose who worked with him on this projkct.

John Millett
Directcr
May 1989
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SUMMARY OF FINDINGS
AND RECOMMENDATIONS

Readers may wish to tirn divectly to the self-contained
summary of the findings and recom mendations of this
study, reproduced on pages 128 to 138




Chapter 1
INTRODUCTION

There are gocd reasons far focusing, as this study does, on the marketing of two of the
majr export crops produced by village growers in Papua New Guinea. The cash
economy of Papua New Guinea was dominated in the past by mineral and plantation
export enclaves with few linkages into the largely subsistence economy, nct even
contributing significantly to the development of basic infrastructure in the form of
roads, especially. In 1986 there weare in Papua New Guinea just 18,548 klometres of
road, of which only 1,119 kilometres were sealed (Table 1). This was Just 4 kilometzres
of road per 100 square kilometres of area. To pay for the development of this
infrastructure and, more important, to secure the invalvement of villagers as a whale
in the development of their country, an emphasis on smallhalder production of high-
valued crops is essential. The introduction of cocoa (and elsewhere coffee} has
already produced major regional differences in cash income and economic welfare s
just within New Britain, East New Britons en’pyed average cocoa incomes of K1,570 in
1985 compared with K11l in West New Britain (Table 2)., Cocoa and copra are
particularly valuable as smallhalder crops, not only because they are technically
relatively easy to grow, but because they yield regular cash incomes throughout the
year,

Curent government palicy for the agriculture sector correctly emphasises
smallhaldings, A recent budget document (Government of Papua New Guinea, 1988,
p.11} states, for instance, that :

"The Government's investment palicy aims o .......concentrate public
resources on investment in smallhclder activities which the private
sectar will not undertake and on the provision of infrastructure which
is essential to development and growth,"

In the absence of adequate infrastructure, transport and other marketing costs are
likely to constitute a major obstacle to smallhclder development, Information has
been collected here in arder to try to quantify these costs and their effect on grower
incentives. However, the efficiency of a marketing system depends also on the rale
playad by market intermediaries operating between grower and the paint of final
demand, and the degree of competition between them. Since smallhclder development
is relatively recent, and since also major palicy changes were adopted to restrict the
participation of non—nationals in internal marketing, it seems impartant to investigate
at close quarters the effectiveness of the system and thease invalved.

The two crop boards play rather different rales. The Copra Marketing Board is salely
responsible for the expart of copra, over which it has a monopdly, cdlecting cogra
through a limited number, thirteen, of depots and sub-depots distributed round the
country. It does not concern itself, however, with how copra reaches these depots
from the grower and it is this, particularly, on which we focus in relation to copra.
The Cocoa Board oversees and regulates the cocoa industry as a whale without,
however, directly handling the crop. In addition to transportation, processing by
fermentaries is important and marketing is for this reason mare complex. The
measures adopted by the Cocoa Board to promote efficient marketing are considered.



In order to obtain a more detailed picture of the marketing of cocea and copra from
the grower upwards, two areas were selected for special study involving interviews
with villagers, transporters and processors : the Gazelle area of East New Britain and
the coastal strip of East and West Sepik, In both cases villages were selected not at
random but along a specific line of road, in order to see how transport costs varied
along this line and to explore whatever marketing chain might exist along it. In the
first case, cocoa production extends only a limited distance inland and of the five
villages covered in sequence, Vunadidir, Malabunga, Taulil, Gaulim and Vunga, the
innermost, Vunga, is some 50 kilometres from Rabaul. In Sepik a line was taken all
the way along the coast from Wewak to Mallal, 15 kilometres west of Aitape, where
the road ends, after which procedure was by lagoon and cance to fishing villages at
Warapu and Sissano and, as the lagoon terminated, by dinghy along the sea coast to
Vanimo. From Aitape interviews were carried out in Tumleo, an offshare island, and
inland at Siaute, Poro and Romei. From Vanimo interviews were carried on inland at
Ossima and a short distance further along the coast at Waramo, towards the West Irian
border.

The two survey areas contrast with each cther in a useful way and are to an extent
representative, East New Britain being an area of well-developed cocoa and coconut
production, with good infrastructure, and East and West Sepik representing an area
where production remains embryonic and suffering from infrastructural handicaps.
Since verydj.fferentpolicieshavebeengxsuedtﬁstorica]lyinﬂlecaseofcocoamthe
two areas, the comparison is even more relevant and useful.




Table 1
N The road network in Papua New Guinea 1986, and the
distribution of puhlic motor vehicles (PMVs)

Road mileage 1986

No, of No. of
Province PMVs Paved Unpaved Total km pe;z-

1985 (km} (km) (km} PMV
Western Highlands 351 64 1,126 1,190 3.4
Marobe 290 191 1,121 1,312 4.5
Central 218t 266 1,691 1,957 9.0
Eastern Highlands 150 140 1,329 1,463 9.8
East New Britain 127 142 1,058 1,200 9.4
West New Britain 104 33 899 932 9.0
Narth Salomons 87 60 1,155 1,215 14.0
East Sepik 77 28 1,062 1,090 14.2
Madang 58 56 924 980 16.9
Southern Highlands 49 31 1,455 1,486 30,3
Simbu 34 64 670 764 22.5
Oro 29 20 783 803 27.7
Manus 27 2 149 151 5.6
Enga 13 3 841 844 64.9
Milne Bay 9 2 330 332 36.9
Guif 9 3 288 291 32.3
Western 7 4 490 494 70,6
West Sepik 7 3 628 631 90.1
New Ireland 5 9 1,400 1,409 281.8
Total 1,651 Eill 14,557 18,548 1.2
Notes: 1 Excluding urban PMVs

2  Figures include oil palm roads in Oro and West New Brtain provinces.

Source: Planning Division, Department of Warks
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Chapter 2
DEVELOPMENT OF COCOA PRODUCTION IN PAPUA NEW GUINEA

Commenting on his impression that since 1974/75 production of cocoa in Papua New
Guinea "appears to have stabilised at around 30,000 tonnes annually” the President of
the Cocoa Merchants' Association of America, Mr, Johann Scheu, observed recently
{Scheu 1987a) that the lack of further expansion had “surprised many observers who
had judged the country's potential as being much higher™. He goes on to consider
possible explanations, In fact aggregative figures give a misleading impression of
stagnation. Tt can be seen, in fact, (Table 3) that since 1976/77 {up to 1986/87)
smallhalder production of cocoa increased by 64 per cent. The very much slowex rate
of increase in total output was due to a fall in plantation output of 23 per cent, far
largely different reasons. There is apparent stagnation in smallhalder production, but
this is from 1982/83, output increasing since then by only 6 per cent over four years, a
1-1/2 per cent average annual increase compared with 9 per cent over the six years up
to 1982/83, If we look over a slightly longer period the share of villages in the area
under cocoa increased from 28.8 per cent in 1972/73 (Dendley and Wheeler, 1978,
Table 8) to practically douhle, 56.6 per cent in 1985,

Examination of perfarmance by region (Table 4) reveals a much less impressve
picture, Of the increase in smallhdlder production in the decade up to 1986/87, 62 per
cent was accounted for by the Narth Salomons, and 92 per cent by Narth Salomans,
East New Britain and East Sepik : in a good many provinces there was either a
negligible increase in cutput ar an actual decline. This is a disappointing performance
if a recent Cocoa Board estimate is accepted (Scheu 1987b, p.83) that only 5 per cent
of the soil suitable for cocoa production in Papua New Guinea is currently planted
up. There has not yet been launched a frontal assault in the promotion of smalhalder
production of cocoa in Papua New Guinea, In meost of the potential areas a ™icious
crcle" exdsts, as we shall see : lack of basic infrastructure and a developed system of
marketing reduces incentives for growers to produce, while the restricted valume of
production does not yield the throughput required to validate the development of the
latter, Progress has been achieved during the decade in one province where
comparatively little production existed in 1976/77 : East Sepik. It will be useful,
therefore, to have selected this as an area for detailed study.

As expected, the distribution of cocoa fermentaries is aqually concentrated (Table 5) :
about 64 per cent of fermentaries and of fermentary-dealers are in the Narth
Sclomons, and 20 per cent of fermentaries (17 per cent of dealers) in East New
Britain, Distribution is not directly in proportion to cocoa produced, however : East
Sepik, far example, has a smaller number of fermentaries than might have been
expected. As will be further explored this is not mere chance but the result of
different palicies and influences operating in each place.

Most of the large exporters have their head offices in Rabaul, The two main exit
ports for cocoa are Rabaul (44 per cent) ard Kieta (44 per cent), though some is
exparted also through Lae and Madang (Table 6), Hence cocoa from Wewak or Aitape
ar other smaller ports around the coast needs firgt to be transhipped to one of these
four major parts. There are just three prominent exporters of which one, Angco, is
dominant (Table 7).



Tahle 3
The growth of cocoa production in Papua New Guinea
1976-87
Qther Share of Share of
Plantations growers Total plantations other growers
Year (tonnes) (tonnes)  (tonnes) (per cent} (per cent)
1976/77 13,622 12,954 26,576 51.3 48.7
1977/78 15,147 14,658 29,805 50.8 49.2
1978/79 13,283 16,843 30,126 44,1 55.9
1979/80 14,116 16,698 30,814 45.8 54.2
1980/81 12,047 16,082 28,129 42.8 57.2
1981/82 11,819 18,055 29,874 39.6 60.4
1982/83 9,345 20,056 29,401 31.8 68.2
1983/84 8,600 19,112 27,712 3l.0 69.0
1984/85 9,617 21,170 30,787 294 70.6
1985/86 9,923 22,795 32,718 30.3 69,7
1986/87 10,463 21,283 31,747 33.0 67.0
Increase 1976-87
{tonnes) -3,159 8,329 5,171 - -
{pexr cent) -23,2 64.3 19.5 - -
Increase 198387
(tonnes) 1,118 1,227 2,346 - -
{pex cent) 12.0 6.1 8.0 - -

Source: Cocoa Board of Papua New Guinea
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Tahle 4
Cocoa production by province and sectar, 1976/77 and 1986/87

Provincial share
Increase in production of increase in
Production 1976/77 Production 1986/87 1976/77 to 1986/87 producton in non-
Plantations Other  Total Plantations  Other Total Plantations Cther Total plantation sector
(1) (2) (3) (4} (5] (6) {4)- (1} -2 ®-(3

East New Britain 5,196 5,153 10,349 3,680 6,219 9,899 -1,516 1,066 -450 12.8
North Sclomans 4,912 6,154 11,066 4,104 11,303 15,407 -808 5,149 4,341 61.8
New Ir=land 1,212 170 1,382 572 313 885 ~540 143 —497 1.7
Madang 1,418 501 1,919 1,056 787 1,843 -362 286 -76 3.4
West New Britain 505 178 683 554 254 808 49 76 125 0.9
Morcbe 131 96 227 139 91 230 8 -5 3 ~-0.1
East Sepik - isl 181 1 1,694 1,695 1 1,513 1,514 ig,2
West Sepik - - - - 129 129 - 129 129 L5
Manus 21 7 28 - 80 80 -21 73 52 0.9
Northern (Qro) 162 494 656 205 399 604 43 —55 153 -1.1
Milne Bay 29 19 48 39 - 39 10 =1% -9 0,2
Central 36 1 37 111 - 111 75 -1 74 .
Guif - - - - 14 12 - 14 14 0.2
Total (tonnes) 13,622 12,954 26,576 10,463 21,283 31,747 -3,159 8,329 5,171 100.0

{pex cent) 513 48.7 100 33.0 67.0 100 -23.2 +64.3 +19.5 -

Source: Cocoa Board of Papua New Guinea,
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Tahle 5
Geographical distribution of coooa fermentaries and dealers
May 1987

Fermentaries Dealess
Province No. Percent No. Pexr cent
North Salomons 1,525 64.5 838 63.5
East New Britain 476 20,1 226 17.1

(Gazelle) {294} (140}
{Non-Gazelle) (182) (86)

New Ireland 93 3.9 71 5.4
Madang 97 4.1 57 2,4
West New Britain 78 3.3 54 2.3
Northern 29 1.2 24 1.8
Morcbe 25 1.1 16 1.2
Manus 21 0.9 14 1.1
Sepik provinces 15 0.6 14 1.1
Central 5 0.2 4 0.3
Milne Bay 1 - 1 0.1
Gulf 1 .- 1 0.1
Total 2,366 100.0 1,320 100.0

Sourve: Cocoa Board of Papua New Guinea.

Table 6

Cocoa expart by Papua New Guinea pact, 1987

Tonnes

Part exported Per cent
Rabaul (East New Britain) 15,107,557 44.0
Kieta (Narth Sdomons) 15,080,710 44,0
Lae (Morcbe} 2,464,687 7.2
Madang 1,463,453 4,3
Kimbe {West New Britain) 30,102 0.1
Wewak (East Sepik) - -
Oro Bay 150,000 0.4
Kavieng (New Ireland) - -
Total 34,296,509 100.0

Saurce; Cocoa Board of Papua New Guinea data,

et e
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Tahle 7
Exparts of cocoa in 1987 by exparter and part of expart

Rabanl Kieta ILae Madang Kimbe Oro Bay
Exporter tonnes $ tonnes L] tonnes % tonnes % tonnes tonnes
Angco 10,167 60.0 8,258 59.9 1,594 70.2 1,472 74.3 - -
New Guinea Cocoa 4,353 25.7 3,090 22.4 377 l6.6 - - - -
Rabtrad 2,256 13.3 1,954 14.2 300 13,2 510 25,7 20 -
Bougainville Marketing
Cooperative - - 480 3.5 - - - - - -
telek 180 1.1 - - - - - - - -
New Guinea Plantations 440 - 1,420 - - - - - - 50
Narth Solomons Plantation
Development Carparation - - 318 - - - - - - -
Pacific Trading Co. 500 - - - - - 105 - - -
Total exclnding
plantations 16,956 100 13,782 100 221 100 1,982 100 20 50

Source: Cocoa Board of Papua New Guinea.
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Chapter 3
THE DEVELOPMENT COF COPRA PRODUCTIONIN PAPUA NEW GUINEA

Copra production in Papua New Guinea was expanding quite rapidly in the 1970s, there
occurring a full 30 per cent increase, for example, between 1976 and 1979 (Table 8),
with big increases in East New Britain, Madang and North Solomons, Between 1979
and 1986 aggregate output was stagnant, actually falling by one per cent. This
aggregate change, however, disguises large falls in East New Britain and Central,
Gulf, Western and Milne Bay rrovinces which have been offset by continued growth
(nearly doubling cutput) in West New Britain. During this period marketing board
parchase prices fluctuated widely (Table 9), moving from K152 per ton in 1976 (smcke
grade) to K301 in 1979, down to K170 in 1982, up to K385 in 1984, and finally K 200 in
1987, these fluctuations being more important than any change in trend. In
antcipation of the next section, on the economic respensiveness to price of copra
producers, such fluctuations would make appropriate response quite difficulr for
growers to gauge.

village preduction of copra accounts for rather mare than 60 per cent of the total
{Table 10}, though the production varies between provinces to some degree. However,
East New Brtain is the leading province in terms of both plantation and village
production, New Ireland, North Solomons, Madang and West New Britain also being
important in both cases, It follows that, while those provinces which are dominant in
cocoa production are also among the important copra producing areas copra incomes
are considerably more widely distributed geographically within Papua New Guinea
than cocoa,




The production of copra 1976 — 1986, by province

~11-

Table B

Output Change in ootput
1976 1979 1986 1976-86 1979-86

Province Depot (tonnes) (tonnes) (tonnes) (percent) (tonnes) (percent) (tonnes)
East New Britain Rabaul/Tobol 43,771 57,311 50,438 31.8 6,667 18.8 -6,873
East New Brtain CPL own estates 5,574 5,309 5,105 3.2 ~46% -1.3 -204
Madang Madang 19,029 24,045 25,618  16.2 6,589 18.7 1,573
Nearth Sclomeons Kieta 10,210 14,801 16,039 10.1 5,829 16.5 1,238
Narth Sclomons Buka 7,588 9,736 9,795 6.2 2,207 6.3 59
New Ireland Kavieng/

Namatanai 15,198 18,894 17,765 11.2 2,567 7.3 -1,129
West New Britain Kimbe/Kandrian 4,395 7,449 14,615 9.2 9,620 27.3 7,166
Milne Bay Alotau/Samarai 4,939 7,511 7,714 4.9 2,775 7.9 ~203
Central/Gulf/
Western/Milne Bay Port Maresby 7,201 7,455 4,000 2,5 3,201 -9.1 -3,455
Marcbe/0ro Lae/Finschhafen 1,774 2,860 3,587 2.3 1,813 5.1 727
East & West
Sepik/Manus Wewak 1,752 3,071 3,059 1.9 1,307 3.7 -12
Manus Lombrum/Larengau 1,221 1,694 757 0.5 -464 -1.3 037
Tokal 123,252 160,136 158,492 100.0 35,240 100.0 -1,644

Source: Copra Marketing Board of Papua New Guinea
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Tahle 9
Copra Marketing Board purchase prices for
fair merchantabile standard and smoke grade copra,
1976-1988

Fair merchantahle

standard Smoke grade Difference
Year (K Aonne) {K Aonne) {KAonne)
1976 176 152 24
1977 244 218 26
1978 255 222 33
1979 346 301 45
1980 250 232 18
1981 224 208 16
1982 172 170 2
1983 240 236 4
1984 387 385 2
1985 310 303 7
1986 212 213 0
1987 202 200 2
1988 229 227 2

Soarce: Copra Marketing Board of Papua New Guinea.
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Sharecfvil]ageand[iantd:mTﬂe '10 production of copra
by province, 1985
Propartion

village

Province Total Plantations village in total
{t) (%) {t) (%) (o] (%) (%)

East New Britain 47,810 334 16,838 31.2 30,927 346 65
New Jreland 21,340 14,9 6,717 12.5 14,623 16.4 69
North Sclomons 20,928 14.6 9,181 17.0 11,747 13.1 56
Madang 17,775 124 10,286 33,0 7,489 8.4 42
West New Brtain 16,726 11.7 6,073 11.3 10,653 11.9 64
Milne Bay 6,491 4.5 848 1.6 5,643 6.3 87
Central 3,314 2.3 2,585 4.8 729 0.8 22
Morobe 2,713 1.9 684 1.3 2,029 2.3 75
Manus 2,043 1.4 262 0.5 1,781 2.0 87
Gulf 1,923 1.3 285 0.5 1,638 1.8 85
Bast Sepik 1,437 1.0 62 0.1 1,375 1.5 96
West Sepik 486 0.3 43 0.1 443 0.5 91
Oro 266 0.2 32 0.1 234 0.3 88
Western 29 . 7 . 22 e 76
Taotal
{DAL statistic) 143,281 100.0 53,903 100.0 89,378 100.0 62
Total
(CMB atatistic) 170,538
Note: Figures exclnide own production of Coconit Products Limited (CPL).

Department of Agriculture and Livestock (DAL) figures do not tally with
Comra Marketing Board (CMB) total,

Source: Department of Agrculture and Livestock, Produce Inspection Section,
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Chapter 4

THE SUPPLY RESPONSIVENESS AND ECONCMIC RATIONALITY OF GROWERS

In many developing countries the view is taken by administrators and policy-makers
that villagers or smalthalders are lacking in responsiveness to economic opportunity.
Such a view often directly affects the agricultural development strategy adopted,
usually faveouring "transformation” schemes of one kind ar andther.

In Papua New Guinea a distinction is sometimes drawn between different groups,
coastal and non-coastal, which is misleading in not taking account of differences in
the opportunities available in the two regions. Thus a recent study stated :

"A Highlands Big Man, for example, with his ceaselsss search for
property and wealth for conversion into status which in itself leads to
further opportunities for property and wealth, is an actor who would
fit easily into many cdlassical transpart/development planning
models. However, there are groups in Papua New Guinea who show
little interest in cash income and little propensity to invest ar develop
resources, even though oppartunities may be availahle, Such groups
have been little exposed to a cash economy and when exposed have
reactad defensively or have failed to develop the institutions and
skills necessary to take advantage of a cash economy : mobility,
productivity, specialisation and division of labour, exchange of surplus
to satisfy need, etc,"

{Ministry of Transport, Rural Transport Study, 1981).

It is important not to confuse lack of infrastructural development, however, with lack
of economic motivation among villagers in the areas concerned. The rapid growth of
village cocoa production described earlisr demonstrates this, In the case of copra
Landell-Mills {1986), analysing Copra Marketing Board receivals over an eight-month
period in 1983, found strong positive response to price. Following the substantial price
decline from high levels in 1985 Jackman (1987, p.21) reported that in the first five
months of 1987 just 20,424 growers out of 52,061 registered with the Board were
active, 39 per cent, compared with 32,780 ar 63 per cent in the preceding year, 1986.

While there is already fairly clear evidence of economic responsiveness, it was
nevertheless considered worthwhile including a number of related questions in our own
rural survey. Villagers were asked, first, to identify their most urgent cash needs
(Table 11). The most frequently mentioned items weare, in order, consimer Joods,
foed, farm inputs, and schodl fees, followed by medical expenses. There was an
covicus range of demands for which cash incomes were required. Apart from farm
inputs, the items specified were mostly consamer items. Cash with which to hire
labour was not. mentioned here, though noted elsewhere as a major constraint.

We have not attempted to calculate supply elasticities of growers using
econometrics, If growers in Papua New Guinea can be shown to be generally
responsive to price, as in other countries, there is a vast amount of empirical work on
supply elasticities of peasant producers in these countries which would suggest the
existence of similarly positive responses here. (Sepik) growers were asked the general
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guestion, were they harvesting all their cocoa and copra (Table 12), 68 per cent saying
yes in the case of cocoa and 17 per cent ~ only - saying yes in the case of copra. The
fact that 83 per cent of growers were not harvesting all their copra, and the contrast
between these two crops, no doubt reflects a direct response to the current low mice
of copra though, as we shall see presently, other Factors militate specifically against
the marketing of copra. The percentage not marketing all their copra is highest in the
more inaccessible parts of West Sepik. What is surprising, perhaps, is that the
proportion not harvesting all their cocoa is as high as it is. In answer to the specific
question, would the grower harvest more if the price were higher, the larger majority
of cocoa and copra growers (Table 13) replied that they would. This was true also of
the willingness to plant more cocoa and cononut (copra) (Table 14).

Growers were also asked to spedify the mast important reasons for their not selling
more cocoa ar copra (Table 15). The major causes are evidently, in order of
importance, (1) price; (2} transport problems - as will be elaborated presently; (3)
labour constraints - in the case of both cocoa and copra; (4) orocessing difficulties, in
the case of copra; (5) crop diseases, particularly affecting cocoa, and this especially
in Bast Wew Britain, but also affecting copra in East New Britain; and (6) a land
constraint, affecting cocoa especially.

Tahle 11
Most urgent cash needs as identified by villagers

Na, of times

Item mentionad* Per cent
Food 231 18.0
Drink 82 6.4
Consuwmer gocds 257 20,0
Farm inputs 220 17.1
Schoal fees 201 15.7
Medical expenses 117 9.1
{(House) building materials 47 3.7
Savings 42 3.3
Purchase of vehicles/boat 21 1.6
Agricultural development 16 1.2
Custounary assitance 10 0.8
Business activity 8 0.6
Bride price 7 0.5
Loan repayment., tax 4 0.3
Own fermentary 3 0.2
Other 17 1.3
Tatal 1,283 1060

Nate: * Individuals not Lmited in their number of choices of felt neads,
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Table 12

I the grower harvesting all his cocoa/copra?

West West West
East New East Sepik Sepik Sepik
Britain Sepik  coast inland far west Total
No, No, No. No. No. No. %
Cocoa
Yes - 49 63 27 28 167 68.2
No 1 - 33 19 10 16 78 31.8
Nat answered - 6 17 2 16 41 -
Copxa
Yes - 13 15 1 1 30 16.8
No 1 - 49 70 19 10 148 83.1
Not answered - 26 14 19 49 108 -
Nore: 1. Includes growers not growing the crop in question,
Table 13
Would the grower harvest mare if the price were higher?
West West West
East New Fast Sepik Sepik Sepik
Britain Sepik  coast inland far west Total
No. No. No. No. No. No. %
cocoa 68 79 58 21 30 256 95.2
Yes
copra 54 6l 8l 9 10 215 93.1
cocoa 6 1 2 3 1 13 4.8
No
copra 5 0 2 6 3 16 6.9
cocoa 4 3 8 39 15 30 95 -
Not: answeved
copra 10 27 16 24 46 123 -

Note: 1. Incliudes those not growing coconuts/copra,
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Table 14
Would you consider planting mare cocog/copra
if the price were higher?
West West West

East Sepik Sepik Sepik
3 Sepik coast inland far west Total
No. No. Na, No. No.
L

Coooa

Yes 8D 64 27 40 211

No 1 0 0 2 1 3

Not answered 7 34 10 18 69

Copra {coconuts)

Yes 60 61 11 11 143

No 1 0 13 2 6 21

Not answered 26 24 26 41 117

Nobe: 1. Indludes those not growing the crop in question.
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Tahle 15 (cortinued}

Most important reasons for growers not selling more

East New East West Sepik West Sepik West Sepik

Britain Sepik coast inland far west Total
Shartage of chemicals Cocoa 0 2 0 0 0 2
copra 0 0 0 0 0 g
Lack of DAL assistance
in spraying oocoa 1 0 0 1 ] 2
Copra 0 0 0 0 0 Q
Lack of money for
fertilisers, pesticides cocoa 1 0 0 0 0 1
copra 0 0 0 0 0 0
Financial constraints cocoa 1 0 2 Q 0 3
copra 1 Q 0 0 0 1
Lack of seedlings cocoa 1 0 2 Q 0 3
cora 0 0 ] 0 0 0
Inadequate extension
service cocoa 1 0 1 0 2 4
copra 0 0 1 0 1 2
Poor sqil cocoa 0 1 0 0 0 1
copra 0 1 0 0 0 1
Security problems cocoa 1 1 0 0 0 2
copra g 0 0 0 0 0
Not answered cocoa 5 5 32 7 18 67
copra 18 26 14 22 46 126
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Chapter 5
THE LACK OF BULK-BUILDING IN THE EXPORT MARKETING SYSTEM

A remarkable feature of the marketing system in Papua New Guinea is the absence of
"bulk-building®, In the usual case growexs sell first to prmary buyers, perhaps even to
itinerant traders buying directly at the farm gate; the primary buyers in turn sell to
whalesale buyers, who then sell to exparters. At each point produce is bulked, so that
economies of scale are achieved in the transhipment of produce. In Papua New Guinea
growers in a large proportion of cases appear to accompany their produce to sell it
directly themselves to dealers located in the port of expart o, in the case of comxa, to
sell i at the Copra Marketing Board depot.

With cocca there are majr advantages in transporting dry bean, after processing,
rather than wet beans which weigh about three times the eguivalent dry bean value,
Hence in the developed cocoa regions such as the Gazelle in East New Britain a large
number of small fermentaries have sprung up and plantations all have their own
fermentaries and ship dry bean, In crder to buy other people's wet beans plantations
or growers with their own fermentaries need to have a dealex's licence. However,
under Cocoa Board regulations no secondary trading in dry bean is allowed : each
fermentary, with or without a dealer’s licence, must deliver its own dry bean to the
exporting company itself, irrespective of distance, As a result even in the movement
of dry bean, bulk-building is limited. Thus in the Gazelle area of East New Britain 69
per cent of fermentaries without dealers' licences shipped annual totals during 1987 of
iess than 50 bags (Table 16). In the same pericd, in East New Britain as a whale, 50
per cent of annual shipments from fermentaries and fermentary-dealers were of less
than 50 bags. The coresponding figure far all plantations was just under 18 per cent,
This implies very much smaller individual shipments during the year, of course : 52 per
cent of individual consignments from fermentaries and fermentary-dealers in 1987 in
East New Britain as a whale were of five bags or leas (Table 17), each delivered
directly to the exparter {in 1987 via the Cocoa Board Produce Inspection paint). The
median size of consignment was 7-1/2 bags, seven bags for fermentary—dealers, three
bags for fermentaries without dealer licences and 19-1/2 bags far plantations. The
effect of bulking is reflacted in this difference in the average size of shipment made
by a fermentary owner and a fer mentary-dealer, who bulks the produce of others. On
an ahnnual basis the median amounts delivered by these in East New Britain were 26
bags and 80 bags respectively : though even the amount achieved by the latter is smail
relative to the median shipment of 350 bags achieved by plantation-owners and the
amounts well in excess of 2,000 bags achieved by the biggest of these,

It is warth comparing these figures with some for East and West Sepik (Table 18). The
median annual amount supplied is 23 bags, compared with 62 in East New Britain, In
West Sepik it is just 11 bags, reflecting the still embryonic state of cocoa production
there.

It should be stressed that the sizes of consignment discussed above were of dry bean

from fermentary to exporter. Information on the average size of consignments of wet

bean from grower to fermentary is given in the next section. The effect of moving
large numbers of small, unbulked lots is, of cowrse, to raise transpart and other
handling costs considerahly.
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The lack of bulk-building is just as evident in the case of copra, although the nature of
the product makes this somewhat less problematic. Copra is bulkier in relation to
value than cocoa wet bean and in addition can be stored with less difficulty by
individual growers to give themselves the bulk of 7-14 bags to fill ar half-fill a pick-up
hired for the purpose. Against this there does not exist the equivalent of the
fermentary-dealer, as in the case of cocoa, to provide at least one impartant element
of bulk—building. Thus in 1979/80 in East New Britain three-quarters of initial sales of
copra were directly to the Copra Marketing Board (CMB) depot in Rabaul, and only 17
per cent to traders (Table 19). In Kokopo and Rabaul districts only 313 per cent of
the product passed through traders. The three largest traders handling copra
accounted far less than 11 per cent of deliveries to CMB in 1987 (Table 20), This is
despite the fact that the median size of annual deliveries by growers and suppliers
other than plantations in East New Britain in 1987 was just 32 bags (Table 21). This
compares with 2,333 bags for plantations, indicating a very different scope for
achieving economies through bulk deliveries, For individual consignments, again
exchuding plantations, the median size in 1987 was 7-1/2 bags, compared with 76 bags
for plantations, This is not too small, compared with the 14 bags (one tonne) needed
to fill a pick-up, though it should be remembered that East New Britain is'the area of
greatest concentration of copra production in Papua New Guinea (Table 8). In Wewak
the median delivery was of 8.3 bags per annum (Table 23) and for monthly deliveries
by growers just 5 bags (Table 24),

The situation described appears typical of Papua New Guinea. In a sample of copra
producers on Karkar Island (Landell-Mills 1986) 62 per cent (53 out of 70) sald directly
to the marketing board, 17 per cent (12 preducers) sald to glantations, and 22 per cent
{15 producers) sdld to both. The author comments that ™ransport cost to the CMB
depot was consistently the largest cost item for most smallholders!”
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in 1987 by plantations, fer mentaries and dealers in East New Britain
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Tahle 17
Size distribution of individual consignmernts of dry cocoa ddivered for expart

Size of deliveries 100~ 120- 150- 200~

(bags) 1-2 35 69 10-14 15-19 20-39 40-59 60-79 80-99 119 149 199 500 Total

Plantation and plantation

dealers No. 157 196 267 259 220 475 356 84 59 69 20 19 4 2185
(%) {186.2} (median = 19,4) (100}

Fermentaries, No. 525 344 158 64 24 24 3 - - - - - 1 1148

Gazelle (%) (75.7} (median = 2,9) (10u)

Fer mentary-dealers,

Gazelle No. 589 643 425 322 169 147 69 94 179 208 13 27 10 2895
(%} (57.2) {median = 7.5} (100}

Fermentaries,

nan-Gazelle No. 205 155 81 32 16 11 - - 1 - - - - 501
(%} (71.9) (median = 3.4) (1L00)

Fermentary—dealers,

non-Gazelle No. 222 343 264 186 120 87 30 2 2 1 i - - 1258
(%) (65.9) {median = 6.5) (100}

All

fermentaries No. 730 499 239 926 45 35 3 - 1 -~ - - 1 1649
(%) (74.5) median = 3.1) (100}

Al fermentary-

dealers No. 811 946 689 508 289 234 99 96 181 209 14 27 1v 4153
(%) (59.9) {median = 7.1) (100)

ATl No. 1698 1681 1195 863 554 774 458 180 241 278 34 46 15 7987

consignments (%} (42.3) {25.8) (median = 7.6} (100)

(68.1)
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Tahle 18
Size distribution of ddliveries of cocoa from
fermentaries, 1987, West and East Sepik

West Sepik Total

Amount excluding Total East and
deliverad East plantation,/ plantation/ West West Sepik

(No. bags) Sepik dealer dealer Sepik No, (%)
1-2 6 7 1 8 14 5.1

3-5 6 13 1 14 20 7.2 214

69 11 14 - 14 25 9.1
10-15 35 10 1 11 46  16.7
16-24 37 5 - 5 42 15.2
25-39 32 6 - 6 38 13.8
40-59 17 1 8 g 26 9.4
6U—-79 14 - 10 10 24 8.7
80~-99 11 - 2 2 13 4.7
100-119 22 - - - 22 8.0
i20-149 1 - - - 1 0.4
150-199 1 - - - 1 0.4
200-249 2 - - - 2 0.7

250-299 - - - - - -
300-399 1 - - - 1 0.4
400499 1 - - - 1 A
Total 197 56 23 rL) 276 100.0

Soaroe: Cocoa Board of Papua New Guinea data.

Table 19
ERast New Britain : marketing cutlets fior copra,
1979/80

Outlet for initial sale (per cent share)

CMB depat
District Rabaul Traders Plantations Others
Kakopo 86 13 1 -
Rabaul 86 9 5 -
Keravat - 50 50 -
Pomio 55 27 6 12
East New Britain 75 17 3 5

Soarce; Department of Agriculture and Livestock, Rural Statistics Bulletin,
July 1983
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Table 20
Copra : deliveries by leading traders and business groups as a
of total deliveries to CMB depot, East New Britain, 1987

Quantity ddlivered

Trader (kg=) (per cert)
Malaguna Trading Co. 1,977,760 4,1
: Tduvia Trading Co, 1,817,110 3.7 » 10,7
| Nonga Trading Co. 1,384,780 2.9
Ulavea Business Group 464,760 1.0
New Guinea Island Produce Co. 282,810 0.6
Kulube: Sh, Cooperative 88,003 0.2
Papadu Halding Pty, Ltd. 80,300 0.2
Burmah Trading Co. 50,140 0.1
Total dediveries to CMB 48,498,291 100.0

Source: Copra Marketing Board of Papua New Guinea, raw data.

Table 21
Copxa : annual quantities dalivered by growers,
East New Britain, 1987

Quantity No. of growers Number
delivered including aof
(kgs) traders plantations
1~-149 5 -
150 - i2l -
300 - 31z -
500 - 722 -
1000 - 934 1
2000 - 516 1
3000 - 663 3
5000 - 604 3
10,000 - 363 6
30,000 - 24 5
50,000 - 17 1o
100,000 -~ 3 13
150,000 - 3 9
200,000 - 4 29
500,000 ~ 1 6
1,000,000 - 1 3
1,500,000 - 2,000,000 2 -
Total no. of supgliers 4,485 89
Median quantity supplied 2,291 (32 bags) 166,667 (2,333 bags)

Source: Copra Marketing Board of Papua New Guinea, raw data.
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Table 22
Cogra : size of individual deliveries made by growers,
East New Britain, December 1987

Size of No. of individuals, Number
corsignment groups and traders aof
(kgs) No. {per cent) plantations
1-149 16 } -
150 - 456 47,2 1
300 - 1,205 -
500 - 1,435 39.4 6
1000 - 310 L 25
2000 - 49 32
3000 - 72 13,4 68
5000 - 57 J 134
10,000 - 29,999 - 19
Total no. of suppliess 3,640 100.0 285
Madian quantity snpplied 536 (7-1/2 bags) 5,410 (76 bags)

Samrce; Copra Marketing Board of Papua New Guinea, raw data.

Tahle 23
Annual ddiveries by copra growers to
Copra Marketing Board depot, Wewak, 1987

Amounts By associations,
delivered By societies & business By Total
(kgs) individuals groups plantations  No. cum. %
1-149 34 2 - 36 2,9
150 - 96 5 - 101 11,1
300 - 131 1 - 132 219
500 - 276 8 - 284 45.0
1000 - 317 8 - 325 71.4
2000 - 143 5 - 148 83.4
3000 - 115 3 119 93.1
5000 - 51 2 - 53 97.4
10,000 - 21 5 - 26 99.5
30,000 - 1 1 1 3 99.8
50,000 - - - 2 2 99.9
106,000 — 299,000 - - 1 1 100.0
Total 1,185 40 5 1,230
Median (kgs) 595 (8.3 bags)

Source: Copra Marketing Board of Papua New Guinea, computer file,
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Table 24
Size of monthly deliveries by growers to
Copra Marketing Board depot, Wewak, 1987

Size of Proportion
congignment Number of af deliveries
(kgs) deliveries {per cent)
1-149 915 16.1
150 - 1,448 25.6}41'7
300 - 1,478 26.1
500 - 1,351 23.8
1000 - 358 6.3
2000 - 46 0.8
3000 - 26 0.5
5000 - 41 0.7
10,000 - 29,999 3 0.1
Total 5,666 100.0
Median (kga) 364 (S bags)

Sowrce; Copra Marketing Board of Papua New Guinea, computer file,
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Chapter 6

TRANSPORT COSTS POR LOCAL MOVEMENT OF
COCOA AND COPRA

The rural survey carried out was able to establish from villagers and from interviewed
transparters and shippers the mrevalent transport rates for cocca wet bean and cogra
for different locations within East New Britain and East and West Sepik (Tables 25 and
26). Given the undeveloped road network in Papua New Guinea as a whole, it is
reasonable to suppose that transport charges are likely to be significant and to affect
considerably the net price payable to the grower in different places. Net grower
prices are therefore calculated in the tables. Given the lack of bulk-building which is
a feature of the marketing of both crops, and the fact that many growers sell their
crops in very small lots, these prices are calculated separately for representative
congignments revealed by the sawveys and for a smaller unit, taken to represent
commonly despatched small consignments. The quantities selected were 75 kilograms
{3 bags) and 25 kilograms {one bag) for cocoa wet beans and 6 bags (14 bags equals one
tonne) and 2 bags for copra. The range of actual consignments for a number of
different locations is given (Table 27), also with transport cost calculations, but it is
mare useful to compare the effect of different locations and transport situations on a
standard set of consignments as in the first tables.

An interesting feature within the Gazelle Peninsula is that a standard 10 per cent
charge is made for transporting cocoa beans (Table 25). Some vadation exists
between transparters and in some cases also a 20 per cent charge is made for cocoa
being carried from rather further away. Far the most part the first rate appears to be
adhered to, no different payment being made whether the cocoa is collected in
Vunadidir, 20 kilometres from Rabaul, or Vunga, mare than 50 kilometres away :
indeed, the same charge is made, and accepted, for distances of only one ar two
Klometres, A feature of the system in the Gazelle is that the dealer himself divides
the payment far the wet beans between grower and transporter, in line with the 10 per
cent rule. Although in some instances of longer distance the transporter is able to
make a case to the dealer for a larger percentage of 15 or 20, which the grower may
accept, this rule appears to have become well established over a period of time such
that it can now be applied in a semi~automatic way without debate. Passenger rates
have also become fairly well established though are probably mare directly the
outcome of competition than of custom. The result of the fixed percentage is in
effect to subsidise growers further from Rabaul and to penalise those within closer
reach,

In East and West Sepik, to see if the practice were prevalent there also, villagers were
asked if they or the buyer generally paid the transporter. The responses (Table 28)
may reflect some degree of confusion where, far example, roadside buying was the
narm in certain areas. However, in the case of copra it is quite clearly the grower
who makes the payment in virtually all cases, while responses were fairly evenly
divided in the case of cocoa.

A feature which facilitates export crop marketing in the Gazelle is that the road
netwark is excellent, though confined to only a portion of the Peninsila, while, given
the relative cash richness of the local economy, there is a frequent, fast service of
public motor vehicles (PMVS). As a result, even though, as elsewhere, lack of bulk~
building means that growers deliver their own cocoa and copra to the expart point,
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Rabaul in this case, raising transportation costs, they are ahle to retain, net of these
costs, a substantial propartion of the Rabaul dealers' price, This was 84 per cent in
the case assumed of a representative 3-bag congignment. Even here, though, we see
the effect of transparting a very small consignment of 25 kilograms (one bag), as is
commonly done : the net grower price falls immediately from 84 to 73 per cent of the
base price.

3 The situation with respect to the offshore islands is also observable (Tahle 25, next
section). Despite their close proximity to Rabaul, particularly in the case of Watom
Hand, which can be easily observed from Rabaul across a narrow stretch of water, the
net grower price falls to 72 per cent far a standard consignment, and 48 per cent far a
small consignment, less than half the price payahle for the same wet beans in
Rabaul, The charges from the Duke of York Islands reduce the net grower price to 51
per cent, and just 4 per cent for the smaller quantity.

If we go heyond the developed nortireast portion of the Gazelle Peninsula to the south
coast, places such as Wide Bay, Pomio and beyond, even far standard 3tag
consignments all net grower prices are negative, and subctantially so. This can be
seen to be due to the passenger fare element, and it is therefare the practice of
accompanying the consignment to the export point, in contrast to local sale to a
primary buyer within a bulk-building system, which makes production for the grower
uneconomic. The position for north coast sales from Lassul and beyond to the west is
dmilar. Any solution would need to operate to substantially reduce the passenger fare
element. Already in some cases dealers are willing to caollect wet beans delivered to
the wharf at Rabaul, cbviating these costs. A development of this would be purchase
of wet beans by a primary buyer, bulk-building in Pomio and other small centres, and
despatch to Rabaul. Preference would be for a small fermentary and transport of
cocoa as dry bean. In the absence of a sufficient valume of produce to induce entry by
a local buyer, assistance by the extension service in arganising despatch on a periodic
basis by groups of growers could justifiably be provided so long as local production
remains embxrycnic,

In making the calculations for East and West Sepik, an adjstment was made to the
reference prices at Rabaul of 46 toea per kilogram for cocoa wet beans and K210 per
tonne (K15 per bag) far copra to take account of the costs of shipment to an
equivalent exporting port. Cocoa from Wewak, Aitape or Vanimo would generally go
to Lae (or Madang) for international export, at total costs including warehousing of
respectively K48/30, K47/55 and K43/55 a tonne, which suggests an approximate
differential of 4 toea per kilogram from the Rabaul price at these ports. Copra is also
transhipped to Lae for export at a cost of about K45 per tonne, from either Wewak or
Aitape, equivalent to K3.21 per bag. However, since the Copra Marketing Board have
a sub-depot at Wewak, and pay a uniform Papua New Guinea price at all depots,
irrespective of the different shipping costs it may incur, only copra delivered to
Aitape is discounted in the calculations.

The figures far cocoa in East and West Sepik show clearly the impartance of transpart
costs, These fall to 62 per cent of the Rabaul price for Karawop and Baiken, and just
28 per cent for Swain, The net grower price in Swain is below 13 toea per kilogram, a
deficit of 33 toea on Rabaul, of which only four is estimated here to reflect shipping
costs beyond Wewak. For small consignments, again, the net grower price is 39 per
cent of the Rabaul figure at Karawop, only 44 kilometres from Wewak, just 18 toea

per kilogram, and is negative at Swain, some 93 kilometres from Wewak, the passenger

fare element associated with the absence of any bulk—building in the marketing system

again being very important,
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The mare fundamental observation which may be made is that a net grower price of
some 13 toea per kilogram as at Swain offers a very low level of incentive to growers
and must constitute a major cbstacle to production faor the market. The fact that a
propertion of growers are willing, nonetheless, to grow cocoa no doubt reflects the
absence aof alternative cpportunities with which to satisfy cash demards. Transport
costs and marketing arrangements in turn exert a quantitatively large influence on the
incentive offered to the growex relative to other factos,

If we pass further west along the Sepik coast, we find the percentage net growex price
quite high at such places as Siaute (80 per cent) and Mallaol (76 per cent). The
explanation is that these are within comparatively easy reach of Aitape. Alhough
this does not not offer direct international expart, so that produce for export, as from
Wewak, needs to be transferred first to Lae or Madang, the ccst of this movement by
sea in bulk shipment is not large relative to the cost of overland transportation in
small consignments,

The implication is that remoteness, in the specific sense of distance from Rabaul, Lae
or Port Maresby, need not be a majr handicap so long as the grower is within
relatively easy reach of a subsidiary port such as Aitape ar Vanimo where produce can
be bulked and transferred to a majr port faor ultimate export. The most seriously
handicapped growers are those at Swain, half way between Wewak and Aitape. The
net grower price at Waramo not far from the West Irian border, on the ather hand,
would not be far below that at Vunadidir, just outside Rabaul, even without
Department of Agriculture and Livestock (DAL) suppart. This suggests that it is not
in mnm;ﬂetood:fﬁculttodevelopcocoaandco;raaroundthepa’imeterof Papua
New Guinea, away from the present areas of concentration, in enclave areas
sarrounding subsidiary ports, if marketing arrangements are adeguately made for the
collection and despatch of produce at thase points. While the returns available from
handling cocoa may be sufficient to generate adequate private sectar arrangements,
this is less certain in the case of copra, where the palicy of the Copra Marketing
Board has been to limit the number of depots and sub~depots. Evacuation of produce
from Aitape - and this may be a sitnation replicated elsewhere — depends very largely
on the performance of one predominant private trader who may perhaps be said to
have shown less interest in copra than in cocoa. Where valume is low, as in this case,
i makes sense to use established private traders as Copra Marketing Board agents
rather than to establish new facilities which may not be economic, Tt is important,
however, that the effectiveness of the agency should be directly monitored by the
Copra Marketing Board as its direct concemn.

The most surprising aspect of shipment from Warapu and Sissano is that growers
attempt to sell any cocoa at all, One way of reaching the paint of sale at Aitape is by
motarised boat along the coast by sea, invalving a substantial passenger charge if
accompanied. This reduces net grower price to 19 toea per kilogram (42 per cent) for
a standard consignment. An alternative method which is used to produce some
economiss is to go by motorised cance, a one-hour trip by lagoon, faliowed by a three
mile trip by mission-owned tractor on a muddy track, a wade across a substantial river
to Malldl, and then a final ride by PMV to Aitape. Growers in the area do appear
willing to go to these substantial lengths to sell cocoa as still the best means, for
those who have any cocoa trees, of obtaining cash.

As in the case of parts of the south coast of East New Britain, discussed above, it is

possible to economise on passenger charges by sending consignments unaccompanied,
in this case under the charge of the boat owner himself ar a friend or relative, ar to
carry cocoa in the course of a visit to town far ancther purpose. Such possibilities are
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generally valid only for relatively small quantities and are not strictly relevant if we
are concerned with a potential situation of developed cocoa production invalving

gignificant, reqular volumes of marketed cocoa.

Finally with respact to cocoa, we may note the impact of roadside buying, This is
practised over a substantial portion of EBast Sepik. As caloulated, this provides
growers at such places as Lowan and Kauk with as much as 87 per cent of the Rabaul
price compared with only 62 per cent at Karawop, much closer to Wewak, wheare
growers carry their own produce for sale. It is reasonahle to take 40 toea per
kilogram, the price paid by the predominant buyer in the area, the Seplk Cocoa
Growaers Association, as that obtaining for growers. Different explanations are
posgible for the divergence. Sepik Growers, and others, may be paying too much in
relation to their costs, and thus effectively subsidising the grower to this extent, or
the ability to pay a higher price may reflect the reduction in costs achieved under
madside buying through bulk-building in comparison with the relatively highcost
system of PMVs, incdluding passenger costs ard small consignment's, or there may be a
combination of both. The difference in effective price to the grower, 40 toea per
kilogram compared with 29 toea at Karawop and 13 toea at Swain, is remarkables
however., Roadside buying has ancther major advantage for growers — it does not
penalise small lots : given that roadside buying invalves bulk-building at the village
level, no penalty would be necessary.

The same price was currently paid by the Depart ment of Pdmary Industry (D PT) in its
operations out of Vanimo, even some distance inland along the Ossima Road, despite
the diseconomiss of low vaume of cocoa handled, clearly invalving a substantial
subsidy, though undertaken here far developmental purposes.

If we review now the corresponding information for copra (Table 26) we find a
generally similar pattemn, though the penalty far "small" consignments is much lower,
because growers generally send at least two bags of dried copra at a ime, There is no
roadside buying of copra in East Sepik so that producers at Balam, Kauk and Sowan no
longer obtain very advantagecus pwices relative to these at Karawop or Swain. Tn
those areas inwvolving substantial accompanying passenger charges, along the south
coast of East New Britain and in West Sepik, the representative consignment of six
bags of copra, being worth some K70-90 compared with about K35 fur three bags (75
Klngrams) of cocoa wet beans, is more able to support these charges, indicating the
benefit of even this minimal extent of bulk-building.

As mentioned previoudsly, Table 27 gives an indication of the actual sizes of
congignments shown in the sample from the various locations, together with the
implied net grower prices. This carresponds closely to the previous tables, confirming
that six bags of copgra and 75 kilograms of cocoa wet bean are representative of
deliveries as a whale, together with two bags and 25 Klograms as common small
consignments. The difference is that for some locations, generally those in West
Sepik, where the production of cocoa is =il embryonic, mest actual consu;nments are
very small, and the small tot of one bag of cocoa, some 25 kilograms, is the
representative size,

As mentioned in the introduction, the Copra Marketing Board, unlike the Cocoa
Industry Board, does invalve itself in the direct handling of the product, but only that
which is delivered for export at any one of its thirteen depots and sub~depots located
arcund Papua New Guinea, It is not concerned with the efficiency with which copra
reaches these destinations and, indeed, it is assumexd that delivery to the depots does
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nct constitute a prablem, A leading official of the Board expressed the view that the
problem of transport was covered by the extended family system under which those
without their own means of transport wauld get the necessary assistance through their
relatives or friends within the village, We have seen, in fact, that (a) transport is
viewed by growers as one of the principal prablems which they face, in collecting
firewood as well as selling produce, and (b} that transpart costs absorb a substantial
portion, very often of gross payments to growers, substantially reducing the net
grower price. There is a particular problem, (c), affectng copra production in the
outlying islands, with deleterious effects on the state of the product and the incentive
to produce, Because of the suggestion that the matter was covered by the extended
family system villagers were specifically asked whether they paid far the transport of
oduce to the selling point (Table 2%9), In the case of cocoa most peodle did except,
obviously, where they sald through roadside buyers coming to the village. In the case
of copra, where roadside buying is not practised, 97 per cent of respondents paid for
transport. In the case of both crops comparatively few sellers were fortunate enough
to have their own means of transpart. Payment for transport, indeed, could hardly be
more Eirmly institutionalised : even half-bags of cocoa are generally charged for pro
rata and even relatives, it was found, clearly understand and accept that the costs of
transportation need to be covered and shared each trip that is undertaken. The
bulkiness of copra makes movement a problem even over shart distances : in Gaulim
(East New Britain) one villager com mented that he had been cbliged to pay K3.00 far a
vehicle to carry a load of copra 400 metres to a nearby drier.

Rt was observed above that the passenger fare was a substantial component of
transpart. cost due to the practice of accompanying produce to the point of sale,
together with the lack of bulk-building. Te verify this practice, villagers were asked
if they had, indeed, accompanied the last consignment sald (Takle 30). Far the most
part they had done so, especially in the case of copra. Some 20 per cent of
respondents with cocoa had not.

Villagers were also asked to specify the mode of transport to the point of sale (Table
31). The primary mode was the public motor vehicle (PMV) o, in New Britain, the
local pick-up, generally cperated by one of the mare affluent villagers also engaged in
cultivation. The large proportion hand-carrying their cocoa in East and West Sepik
reflects the existence of roadside buying, with buyers coming to the village, and in
some cases the establishment of a DAL fermentary locally. In parts of West Sepik,
however, villagers .are willing to undertake several hours' walk to hand-carry wet
beans to the nearest point of sale. In West Sepik (far west) the canoe becomes an
important mode of transport for produce.

We could say that in Papua New Guinea growers generally rely upon the infarmal
sectar, particularly the PMV but also, as just observed, their own feet or their own
canoe, to deliver their product for sale, This avoids the high administrative costs of
many top-heavy bureaucratic systems which exist in other countries and has many
advantages, particularly flexdbility and the capacity to adjst to a vadety of
situaticns, There are cbvious weaknesses, particularly the lack of bulk-building and
the high transport costs abserved, But on the whale it appears sensible to promote the
informal sector, for instance by facilitating the hire purchase of more PMVs, within
the limits justified by market demand, rather than trying to replace it.

One of the ways in which the informal sector reduces costs of transporting mroduce is
by combining cbjectives, Where a villager is in any case planning a visit to the town,
he may also carry produce and to this extent the passenger fare element is already
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covered. The importance of this should not be exaggerated, as we have seen, and is
much less relevant where distances are long and social or other visits less frequent.
Nevertheless it does make some contribution, throughout Papua New Guinea. It has
been com mented (O'Sullivan and Partners 1985) that -

'In some parts of the country, the demand for transport is shifting
from production to consumption activities, For examgle, in Oro
cutside the Popondetta Census Division, the rural transport system
carried about 1,600 tonnes of export crops and 2,400 tonnes of fresh
food, but carries 5,000 tonnes of imports and over one million
passengers per year,"

This also indicates the possibilities for using backhauls on vehicles bringing in goods
for the transportation of expart crop consignments if a more flexible approach can be
adopted

With respect to the present efficiency of the informal sectar, although villagers
complain of delays in securing transport, the actual time they have to wait For it
appears quite short (Table 32), often just a few hours, not very significant in the
context of village life. This could run to several days, however, throughout West
Sepik.

Nevertheless problems in securing transport ar buyers did appear to impose a majpr
cost on cocoa growers, a large proportion in West Sepik reporting that they had had
their crop spoiled (Table 33) ar actually lost part of their crop (Table 34) last year or
in previous years. This effect occurred also in East Sepik (Table 35) but apparently
not in East New Brtain (Gazelle), no doubt because of the more developed road
network and good availability of vehicles in that more affluent area.

The position is quite different with respect to copra, the majority reparting no effect
of delays on the product. Comra can, indeed, be kept for two months ar mare without
damage, and if it develops mould it is always possible to re-dry before selling, even if
this invalves some cost.

This fact suggests that, notwithstanding the recom mendation just made to rely where
peesible on the informal sector for the assembly and movement of produce,
consideration should be given by the Coma Marketing Board, with the cooperatl.on of
DAL, to the arganisation of regular, periodic runs through the major v1]lages to
supplement (not replace) existing possibilities, The justification for this is (a) given
the possibility of easy storage, numerocus runs would not be required ; monthly or ki-
monthly runs, with prior publicity, would suffice; (b) there appears to be considerable
unmarketed valume of copra in the villages as a result of the discouraging effect of
low prices and high transport costs : thus in West Sepik a substantial proportion of
copra producers stated that they had failed to sell all the copra they wanted last year
and in previous years due to lack of transpart ar buyers or processing (Table 36) (c)
there are possibilities of reducing transport costs through bulk movement of produce
and elimination of the passenger fare element; and (d) transparters in rural areas
appear much less interested in transporting copra, especially unaccompanied coma,
relying more on cocoa wet beans and passenger traffic for their revenue., The
suggestion that organised callection of copra at the village level should be instituted
met with a virtually unanimous and highly enthusiastic response from villagers (Takle
37), with statements such & -
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"many farmers will be interested in copa"...

"many growers would double their production®..., and

"t is an advantage for village farmers because they cannot spend a
lot of money to pay far transport”.

The callection of copra by the Copra Marketing Board or its agent would only be
effective, of course, if costs could be kept Iower than those being currently incurred
by villagers so that higher farm-gate prices for copra cculd be paid than the present
net grower prices. The comments expressed, however, do suppart the suggestion of
unmarketed potential and positive potential supply response.
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Tahle 25

mmmn@umﬁzm wet bean,
mmmmuwmmmmwasﬂ

Paxt Gross Transpart Transport cost: Net grower
(price pay ment Transpart cost as per cent of price
Location paid) Unit {Kina) rate (Kina) groas payment t/kg) F

East New Botain
Vunadidir Rabaul 75 kg 34.50 10% + 5.45 16.0 38.7
Malabunga (46t) {3 bags) K2 pass,
Gaulim 25kg 11.50 return 315 274 334
Taulil (1 bag)
vunga
Watom Island Rabaul 75 kg 34.50 K2/bag + 10.00 29.0 33

{46t) 25 kg 11.50 K4 pass.retn. 6.00 52.2 22
Duke of York Is. Rabaul 75 kg 34.50 K2/bag + 17.00 49.3 23

(46t) 25 kg 11.50 K8 pass.retn, 11.00 95.7 2

+ K1/bag
Wide Bay (excluding Rabaul 75 kg 34.50 K2.30/bag or 36,90 107.0 -3.2
costs up to Wide Bay) {d6t) 25kg 1150 K3/bag + K3 32.30 2089 -27.7
Pomio (excluding Rabaul 75 kg 34.50 K 2.60/bag ar 47,80 138.6 -17.7
costs up to Pomio) {46t) 25 kg 11.50 K4/bag + K40 42.60 370.4 -124.4
pass, retn,

Uvol/Nealkal Rabaul 75 kg 34.50 K2.75/bag + 48,25 140.0 -18.,3
{excluding costs up
to Uwal} (46%) 25 kg 11.50 K40 pass, retn., 42.75 371.7 -125.0
Gasmata (exduding Rabaul 75 kg 34,50 K2.95bhag + 58,85 170.6 -32.5
costs up to Gasmata) (46t) 25 kg 11.50 K50 pass retn. 52,95 460.4 -165.8
Lassul/New Massava Rabaul 75 kg 34.50 K2.20/bag + 30.60 88.7 5.2
{excl. costs to Lassul) (46t) 25 kg 11.50 K24 pass. retn. 26.60 2313 —60.4
Gasmata (excluding Rabaul 75 kg 34.50 K250/bag + 33.50 97.1 1.3
CcOSts to Gasmata) (46t) 25 kg 11.50 K26 pass, retn, 28.50 247.8 ~68.0
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Tahle 25 (continued)

Pat Gross Transport Transport cost Net grower
{price payment Transport cost as pex cent of price
Location paid) Unit (Kina} rata {Kina) gross payment {t/kg)

East Sepkk

Karawop Wewak 75 kg 31.50 K2/bag + 10.00 31.7 28,7

Boiken (42t) 25 kg 10.50 K4 pass. retn. 6.00 57.1 18.0

Lowan, Balam Wewak 75 kg 31.50 Roadside Sepik Cocoa Growers'mrice 40,0

Kauk, Sowan (42t) 25 kg 10.50 buying January 1988 40.0
West Sepik

Swain Wewak 75 kg 31.50 K4/bag + 22.00 69.8 12.7

(42t} 25 kg 10.50 K10 pass.retn, 14.00 1333 -14.0

Paup Aitape 75 kg 31.50 K1l/bag + 5.00 15.9 35.3

(42t) 25kg  10.50 K2 pass. retn. 3.00 28.6 30.0

Siaute Aitape 75 kg 31.50 Kl/bag + 4,00 12,7 36.7

(42t) 25kyg  10.50 K1 pass, retn. 2.00 19.0 34.0

Tumleo Aitape 75 kg 31.50 Kl/bag + K1.40 7.40 23,5 321

(42t) 25 kg 10,50 pass, retn, + 3.40 32.4 28.4

K1/bag from wharf

Mallal Aitape 75 kg 31.50 K1l/bag + K1.40 5.40 17.1 34.8

(426 25 kg 10.50 pass. return 2.40 22,9 32.4

Paro Aitape 75 kg 31.50 K2/bag + K1 7.00 22,2 32,7

(42t) 25 kg 10.50 pass, return 3.00 2B.6 30.0

Warapu, Aitape 75 kg 31,50 Kl/bag + K14 17.00 54.0 19.3

Sissano (42t) 25 kg 10.50 pass. return 15.00 142.9 -18.0

(by boat)
OR
K4 pass retn. +
K 2.50 tractor 13.90 44.1 23,5
+ Mallol charges

(by canoce) 8.50 81.0 8.0

Waramo, Vanimo 75 kg 31.50 DAL roadside - - 40.0

Ossima (42t) 25kg 10,50 buying - - 40.0

gy



Tabile 26
in Eagt New Britain and Bast and West Sepik

woﬂn . Gross Transport Transpart ccet Net grower Net grower
(price Unit. payment. Transport cost as pexr cent of price price as per cent
Location paid) {bags)* (Kina) rate (Kina) groes payment t/kq) of CMB depot price
East New Britain
Vunadidir, Rabaul 6 90 K2/bag + K2 14.00 15.6 12.67 B4
Malabonga, Gaulim (K15/bag} 2 30 K2 pass. retn. 6.00 20.0 12.00 80
Taulil, Rabaul 6 90 K3/bag + 20.00 22.2 11.67 78
Vunga (K 15/bag) 2 30 K2 pass. retn. 8.00 26.7 11.00 73
Watom Eand Rabaul 6 90 K2/bag + K4 22.00 24.4 13.00 87
(K15/bag) 2 30 pass. retn. + 10,00 33.3 10.00 67
K1l/bag to CPL
Duke of Yark Is. Rabaul 6 90 K2/bag + K8 26.00 28.9 10.67 71
(K15/bag) 2 30 pass. retn, + 14.00 46,7 8.00 53
Kl/bag to CPL
Wide Bay Rabaul 6 90 K2.30/bag + 43.80 48.7 7.70 51
(K15/bag) 2 30 K30 pass, retn. 34,60 115.3 -2.30 -8
Pomio Rabaul 6 30 K2.50/bag + 55.00 61.0 5.83 39
(K15/bag) 2 30 K 40 pass, retn, 45.00 150.0 ~7.50 -50
Uvol/ Nelkoi Rabaul 6 90 K2.75/bag + 56.50 62.8 5.58 37
(K15/bag) 2 30 K40 pass. retn. 45.50 151.7 -7.75 -52
GCasmata Rabaul 6 90 K2.95/bag + 67.70 75.2 3.72 25
(K15/bag) 2 30 K50 pass. retn. 55.90 186.3 ~-12.95 -86
Tamal/New ~ Rabaul 6 50 K 2.20/bag + 37.20 413 8.80 59
Massiava (K15/bag) 2 30 K24 pass.retn. 28.40 94.7 0.80 5
Stockhalm Rabaul 6§ 90 K2.50/bag + 41.00 45.6 8.17 54
(K15/hag) 2 30 K26 pass. retn. 31.00 103.3 -0,50 -3

Ncte: * 14 bags to the tonne.
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Tabhle 27
Reprenentative sizes of growers® actual cormignments of copra and cocon
from different locations, with asscciated net grower prices

Copra Cocoa
General Representative Representative General Representative Represe
range consignment. small lot range consignment. smal
Location obsarved size net grower size net grower cbserved gize net grower size
bags bags K/bag % bags K/bag % kg kg t/kg 2 kg
Vunadidir 612 8 12,75 85 - - - 10-180 60 38 83 20
Malabunga 2-8 6 12,67 84 2 12.00 80 10-150 75 39 84 15
Gaulim 2-8 5 12.60 84 2 12.00 80 40~130 75 39 B4 40
Taulil 2-20 6 11.67 78 3 1130 76 10-650 150 40 87 40
Rarawop 2-14 6 12,33 82 2 11.00 73 25=200 75 29 62 25
Baiken 2-9 6 1233 83 2 11.00 73 10~-150 50 30 65 25
Lowan -9 7 1243 83 2 11.00 73 12-120 46 40 87 25
Balam 311 9 11.33 76 3 10,00 67 18-100 50 40 87 25
Kauk 3-18 8 11.25 75 3 10,00 &7 15-120 49 40 87 25
Sowan 1-16 7 110 74 2 9.00 60 12-160 100 40 87 25
Swain 612 9 9.90 66 6 9.33 62 4-50 26 -14 =30 25 -
Paup 2-8 4 10.29 69 2 9.79 65 20-40 25 30 65 25
Siaute 1-11 4 1054 70 2 10.29 68 10-80 490 37 80 15
Tumlec 2-11 5 8.55 57 2 8.19 55 - - - - -
Mallol 1-4 2 10.29 89 1-1/2 986 66 15-110 35 35 76 25
Poro - - - - - - - 5-200 60 34 73 25
Romei - - - - - - - 7-50 30 - - 10
Warapa - - - - - - - 18-80 50 22 48 25
Sissano - - - - - - 3-50 15 -4 -30 15 -
Waramo - - - - - - - 15-250 25 - - 15
Ossima - - - - - - 15-130 25 - - 15
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Table 28
Was the transporter paid by the grower or the buyer?

West West West
East New East Sepik Sepik Sepik
Britain Seplk coast inland far west Total

Coconl 1

Grower n.a. 28 35 (6) 7 (5) 11 811 (1)
Buyer n.a. 32 36 (6) 9 (5 3 80" (11)
Cora

Grower n.a. 53 64 1 0 118

Buyer n.a. 0 1 0 0 1

Note: 1. Inchides 11 respondents (in brackets) who generally sald to a roadside

buyer who was responsible for transpartation but at other times had to
organise their own transpart and pay for it. These respondents appear
under both heads here.
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Tahble 29

West West West
East New East Sepik Sepik Sepik
Britain Sepk coast inland far west Total

No, No. No, No. No. No. %
Cocoa
Yes 54 31 35 6 20 146 48.3
Yes, if not
collected by DAL
at roadside 0 0 5 5 0 10 3.3
Sub-total 54 31 40 11 20 156 51.7
No roadside
buying 1 22 34 20 io 87 28.8
No, handcarried to
paint of sale 6 4 4 i 1 22 7.3
No, own
transport 3 0 2 c 2 7 2.3
No, cost paid
by buyer 0 1 1 0 0 8 2.6
No, carried by friend,
relative 2 0 0 0 1 3 1.0
No, reason
not specified 1 12 2 1 3 19 6.3
Sub-tgtal 13 45 43 28 17 146 48.3
Total, cocoa 67 76 83 39 37 302 100.0
Cora
Yes 47 61 70 3 2 183 96.8
No, own
transport 2 0 4 0 0 6 3.2
Tatal 49 61 74 3 2 189 100.0
Not ansueedl
Cocoa 8 3 15 6 16 48 -
Copra 17 1 15 8 40 81 -

Note: 1. Generally those not growing the crop in question,
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Tahble 30
Dﬂymmnpmytheﬂaeﬂamgnmentcim/cqra
hothepum:(faah

West West West

East New East Sepik Sepik Sepik
Britain Sepik «coast inland far west Total

No. No. No. No. No. No. ]

cocoa 59 59 €9 20 21 228  76.3
ves!

copra 42 6l 69 3 1 176 85,0
Taken by cocoa 2 2 4 0 0 B 2,7
wife, son copra 3 2 4 0 0 9 4.3
or daughter
Taken by cocoa 1 0 0 0 0 1 0.3
relative copra 1 0 2 0 V] 3 1.4
or friend
Taken by cocoa 1 0 0 o 1 2 0.7
driver, copra 0 0 0 0 0 0 0.0
boat ownexr
No? cocoa 10 18 8 9 15 60 201

copra 5 0 2 5 7 19 9.2
Nat 3 cocoa 4 8 18 10 23 63 -
answered copra 16 24 22 3l 51 144 -
Tctal excl. cocoa 73 s 81 29 37 299 100.0
not answered coxa 51 63 77 8 8 207 100.0
Takal coooa 77 87 99 39 60 362 -

copra 67 87 99 39 59 351 -
Notes: 1. May involve only hand-carrying to roadside far purchase by roadside

buyer,
Implies consign ment taken by someone else.
Includes people not growing the crop in question,
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Table 31
How was the cocoa/coprra transparted to the paint of sale?

West West West
East New East Sepik Sepik Sepik
Brtain  Sepik coast inland far west Total
No., No. No. No. No. No.
Handcarry' cocoa 11 50 49 35 14 159
copEa 0 2 5 0 1 8
Local pick-up cocoa 47 9 3 1 2 62
copra, 38 8 4 1 1 52
Friend or cocoa 5 1 0 0 0 6
relative's copra 3 1 0 0 0 4
vehicle
Group vehicle cocoa 1 5 1 0 0 7
copra 1 6 10 0 4] 17
Own vehicle cocoa 7 1 1 0 0 9
Ccopra 5 0 3 0 0 8
Own cancge or cocoa 0 1 1 1 35 38
boat copra 0 0 1 0 2 3
PMV cocoa 6 17 45 3 6 77
copra a 48 54 4 2 108
Bus cocoa 0 0 0 0 0 0
copra 0 G 2 0 0 2
Buying comp. cocoa 0 2 0 0 0 2
any vehicle copra 0 0 0 0 0 0
Not answered? cocoa 4 7 15 2 18 46
copra 17 23 19 34 53 146
Tokal cocoa 8l 93 1ns 42 75 406
ocoxa 64 a8 98 39 59 348
Notes: 1. Includes wheelbarrow, hicycle in very few cases,

Includes people not growing the crop in question,
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Tahle 32
Delay incurred in finding transpart for last. consignment

West West West
East New East Sepik Sepik Sepik

Britain Sepik coast inJand  far west Total
No, No. No, No. No. No, %
A few hours,
less than cocoa 23 14 17 2 3 59 37
one day copra 14 8 6 1 - 29 29
1 day cocoa 3 4 49 5 5 66 41
copra 3 28 20 - - 51 51
Several cocoa - 3 10 8 10 31 19
days copra - 9 9 1 - 19 19
1 week cocoa - - - - 4 4 2
copra - 1 - - - 1 1
More than cocoa - - - - 1 1 1
1 week copra - - - - - - -
Total cocoa 26 21 76 15 23 161 100
responding coxa 17 46 35 2 - 100 100
Table 33
Was any of your wet bean crop spailed last year due to lack of
transport or buyers? And in previous years?
West Sepik West Sepik West Sepik
coastal inland far west Total
Last year
Yes 51 25 25 101
No 29 11 15 5%
Not answered 21 3 20 44
Previoas years
Yes 30 4 14 48
No 25 4 14 43
Not answered 46 g 26 81
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Table 34
Did you Jose any of your wet bean crop last year due to lack of
transport or buyers?
West Sepik West Sepik West Sepik
coastal inland far west Total
ILast year
Yes 38 20 27 85
No 48 17 17 82
Not answered 19 2 16 37
Previons years
Yes 24 12 19 55
No 53 24 15 92
Not answered 22 3 26 51
Table 35
What effect, if any, do delays in purchasing have on your crop?
West West West
East New East Sepk Sepik Sepik
Britain Sepik coast inland far west Total
No. No. No. No. No. No.
Cocoa
Loss of weight (and
therefore income} 3 39 22 17 0 81
Spoiled 0 3 g i3 9 34
Leads to transport
costs 0 3 0 0 0 3
Other effects 0 3 0] 0 0 3
No effect 18 12 13 1 5 49
Not answered 17 7 3 1 9 37
Total 38 67 47 32 23 207
Coxa
Goes bad,
develop mould 1 5 7 0 0 13
Insect damage 0 2 0 0 0 2
Gets dry 0 0 1 1 0 2
Invalves costs
of re-drying 0 1 0 0 0 1
Leads to
transpart cost 0 1 1 1] 2
Other effects
(delay in buying
consumer goods) 0 1 0 0 0 1
No effect 12 24 16 1 0 53
Not answered 19 10 5 1 1 36
Total 32 44 30 3 1 110
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Table 36
Did you fail to sell all the copra you wanted last year
due to lack of transpact or buyers or proceasing?

And in provioas years?
West Sepik West Sepik West Sepik
coastal inland far west Total
Last year
Yes 28 b 7 41
No 1 45 3 8 56
Not answered 25 30 45 100
Previous years
Yes 25 3 5 36
No 1 46 3 6 55
Not answered 24 30 48 102
Note: 1. Mostly reflects non~production of copra.
Tahle 37
Would it be a good idea if the traders or the
Cogra Board passed by the village to cdllect copra?
West Sepik West Sepik West Sepik
coastal inland far west Total
Yes 85 18 9 112
No 2 0 2 4
Not answered! 10 20 46 76

Nobes 1. Mostly reflects non—roduction of copra.
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Chapter 7

COCOA PROCESSING AND THE REGULATION OF THE COCOA INDUSTRY

The general palicy adopted in Papua New Guinea towards the marketing of cocoa and
copra is one of promoting a free enterprise system, with a limited degree of direct
intervention, In the case of cocoa, price stabilisation relies on bounties or levies
inected into the system by the Cocoa Industry Board via the main exporters without
direct parastatal handling ot the product, A further step towards a freer system was
taken in 1987, when responsibility for initial grading for export was transferred to the
exporters themselves with samples only checked by government produce inspectors. In
the case of cogra, the Copra Marketing Board has felt obliged to carry responsibility
for the export of the product after collection at a restricted number of depots and
sub—depots without particular concern for the manner in which copra reaches these

depots,

The Cocoa Industry Board, however, does exist as a relatively strong body concerned
especially with standards and the maintenance of quality, to which end it imposes a
number of regulations which affect the industry in an impartant way. The Board itself
was established under the Cococa Industry Act of 1974, under which also all
fermentaries now had to be registered, the process of registration being carried out
during 1976. The Board was given comprehensive statutory powers over the industry,
from grower to export, under the subsequent Cocoa Act of 1981,

The requlations introduced which are of most relevance to the efficiency of marketing
are perhapgs the fallowing -

1. Dealing in dry bean is not allowed. Once processed, the dry bean must be
transported and sold directly to a licensed exporter.

2. To establish a fermentary to process one's own cocoa wet bean, however, there
has been a requirement since the end of 1975 of a minimum of 5,000 cocoa trees
owned, equivalent to about 2-1/2 to 3 hectares or two tonnes of dry bean per
annum. This requirement is being applied currently in East Sepik, for example,
as standard,

3.  Dealing in wet bean without a cocoa dealar's Heence is illegal and liable to a fine
of K1,00U or six months' imprisonment under the 1981 Cocoa Act, as emphasised
again in a circular issued by the Board in June 1987,

4, To buy wet bean from cthers a fermentary requires alsc a dealer's licence, far
which an output of 25 tonnes per annum of dry bean is needed (Perkins and
Clarke 1980, p.10).

5, Fallowing the repart of the Cocoa Industry Investigating Committee of 1987,
which recommended the issue of no further dealer licences (p.8) a Cocoa Board
circular of November imposed a temparary ban on their issue, While this ban
may not be more than temparary, the current practice of the Board, as recently
reiterated, is to be strict with the issue of new dealer licences, requiring very
detailed justification of the need by growers Eor additional service.
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Despite this background of regulation, policy as practised has evolved to a
considerahle extent and has not been uniform. Indeed, the selection of East New
Britain and East and West Sepik as representative areas for study is particularly
wseful, offering two contrasting applications of pdlicy affecting the development. of
the industry., In East New Britain the issue of licences has been relatively liberal,
resulting in a large number of small, independently-owned fermentaries and
fermentary-dealers exhibiting, as we shall see presently, a high mortality ar tumover
rate, In East Sepik the number of applications for new fermentaries is increasing and
applications now appear to be receiving more favourable attention. But palicy in the
past has been guite restrictive and the emphasis has been on centralised processing
facilities, particularly those controlled by the umbrella cooperative arganisation, the
Sepik Cocoa Growers Association (SCGA). The contrast in the number of fermentaries
in existence in the two regions has already been commented upon (Tahle 5). The
purported rationale far the restrictive palicy is that of contrdlling standards and
maintaining quality : raising the issue of whether this is not equally applicable in both
regions, If the palicies parsued in the two regions do stand in contrast with one
another, the question arises as to which is the correct one : what is an appropriate
development policy for the cocoa industry?

A critical palicy choice beyond the production Jevel is in mrocessing, specifically the
size of fermentary and of processing enterprise to be encouraged and promoted o
even, because the Cacoa Board has, through licensing, full powers of contral, to
permit. This leads on to questions of the structure of the industry and the way in
which the wet bean and dry bean are handled and marketed. The case for larger-scale
units and restriction in the number of fermentaries licensed has generally been based
on two arguments, that of economies of scale in processing, affecting unit costs of
production, and that of quality, invalving different reasons why quality contral may be
less effective in small fermentaries. A third argument, related to security, is
com mentad upon on p. 52,

A not altogether satisfactory stady of unit costs by size of factory, carried out in 1986
by Morley, nevertheless offers certain pointers. Clearly more expensive are the
cooperative enterprise and the “large managerial firm" (Table 38), the latter
particularly because of high wage costs, high managerial (salary) expenses and
electricity costs (Table 39), The cooparative enterprise was expensive compared with
a small village fermentary, for example, because of high wage costs (compared with
family labour but also due to the numbers employed, if we compare with hired labour
costs for the medium-sized unit) and of payment for a manager. In addition interest
on capital is a significant item. Mardey emphasises underutilisation of plant and of
employees, though the latter (incdluding the manager) seems much the more important.

While the large entrepreneurial unit appears the best option, on the figures provided,
the low transport costs assumed are guestionable, as are the absence of management
costs, lack of significant interest costs, and low fuel costs.

If we compare instead the small village fermentary and the medinm-sized enterprise,
while the latter is chown as having unit costs lower by K53 pertonne,ztrs difficult to
see why no drier fuel costs are induded for this categwy. The pncmg of family
labour costs for the village ferment:ary at K36 a fortnight requires certain
assaumptions, The high costs of using PMV transport may be appropriately reflected,
a oxr own study indicates, but vehicle depreciation may have been seriously
underestimated for the medium-sized entexrprise. As will be seen presently, the cost
of transport is vital but invalves mare complicated calculations of how far wet bean ar
dry bean have to be transported, and the result will differ according to the spacing of
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fermentaries and the distances invalved, differing, for example, between East New
Britain and East Sepik, and even between the Gazelle and nan-Gazelle partions of East
New Britain,

The strongest conclusions that one would like to draw from the data, therefore, apart
from the drawbacks of the cooperative and of the very large-scale enterprise is that a
relatively small fermentary, not necessarily the smallest village fer mentary, is likely
to be competitive in unit costs of production terms : we need to consider each
situation, however, in terms of the transport cost difference. The Morey study, it
should be noted, does not consider the quality aspect which has been such a
consideration in deciding palicy.

In comparing the economics of small and large fermentaries two elements need to be
taken into account, apart from possible differences in product quality, difference in
unit production costs associated with scale, and differences in transport cost
agsociated with differences in location and the relative costs of transporting dry bean
and bulkier, mare perishable wet bean. The requirement that apglicants for a
fermentary licence must have a minimum holding of 5,000 cocoa trees is highly
restrictive : in the estahlished cocoa growing areas of Papua New Guinea the most
commaon haldings would be only one-tenth of this, some 500-600 trees, and in areas
where cocoa js being developed it would be much less. The effect of the restriction,
reducing the number of small fermentaries located within the producing areas may be
gither to force growers to sell wet bean over longer distances, in small lots, increasing
transpart costs; ar to encourage roadside buying by larger companies, which still
means long distance carriage of wet bean and may increase the degree of moncpaly or,
by increasing the size of arganisation required, create problems of management, such
as experienced in East Sepik by SCGA and Lus Development. Carporation; o to
artificially encourage the farmation of cooperative ar group fermentaries.

The palicies pursued in East New Britain, with comparatively liberal licensing of small
fermentaries, and in East Sepik, where policies have been tifl recently quite
regtrictive, stand in interesting contrast. As we have seen, in East Sepk there is
haulage of small consignments of wet bean over long distances, affecting net grower
[rices, and at the same time substantial development of roadside buying, in which the
SCGA is dominant. Tt is not surprising that the provincial government supparted the
SCGA over a long period, given its pioneering role in developing cocoa production in
the province and the subsequent positions of palitical influence enpyed by its leading
executives, and that it pursued the restrictive palicy which it did, Since 1985 there
has been a change in palicy and a dramatic increase in the number of fermentaries
(Table 40). This appears to be provoking an even greater level of new applications
although since the 5,000-tree minimum is still being applied, these applications are
frequently shared among several peogle. Thus out of a 1987 sample of 17 apdications
examined, at least 11 were from family groups, in which leading individuals in a
namber of cases, incidentally, had gained experience as SCGA or Lis Development
Carparation directars,

It can be assumed that if the current policy is maintained the marphalogy of cocoa
marketing in East Sepik will progressively apgroach that of East New Britain, SCGA
will find the amount of wet bean availahle for roadside purchase diminishing over
time, along with its share of the market.

The impact of fermentary size and location on transport cost can be illustrated as in
Figure 1. The alternative scenarics all represent the same situation whereby wet bean
needs to be callected from a number of dispersed producing areas, representad here
schematically by three paints, processed and delivered to the export point E,



-

i
/A
1
A
/

¥
\ !

OO

Aﬂ:..ﬂinﬁ uﬁ_u.\cab

.w SrACW ..wu.m

¢

P
© M
$waing movren

ATYM I # 19w

H OT»JD(.UUW

/1

@

ﬂ...:..x_jn_ Mt
ViMIWA] (1BWME

IU O.C_..oc_.wum.

[=]
i
m
2
.

4
AN
by
¢ U
MM M
/ { \
5 b
Pvisiing o
Fogwrvwaad 33450]

mH 0..L.6Cv.um

(

m.,u,v,:!nw AmoMjion
haaquawiaay vﬂsd_

uq O.L..Q‘.V.Urm

—

== mcali EUmeEmﬁﬁmmEHﬁgggﬁbmzug

1 ambrg

|Dﬂ|



-5 ~

In Scenario A the large fermentary-dealer is lncated near to the export paint, as in the
Gazelle Peninsula, and wet bean is transported, without bulking, from each producing
area all the way to this point. Heavy transport costs are incurred as a result of
transparting bulky wet bean and due to the absence of bulk-building, This may be
economic over short distances, as in the Gazelle, especially if growers are already
travelling as passengers to Rabaul for other reasons. Over longer distances it is
exremely unlikely to be economic and the costs of travel are uniikely to allow
growers to make frequent trips to the export point for social or other reasons.

In this situation the chaice is mare likely to be between Scenarios B to D. In B the
dﬁceisofahrgefermatarywithheasierreachofﬂedispasedgmwingareas.
Wet bean is transported as before but over reduced distances. From the fermentary
uﬁydtybeanneedbetrmspatedanditcanﬁrﬂ:bebtﬂkedbymefermmtaryfor
transportation. Scenario C affords the closest comparison with this, where the chaice
msteadisfmsmaﬂvﬂlagefermatadeaatdispemeddteswitlﬂnmegodudng
areas. It is assumed here that dry bean is bulked after re-sale to a trader at the same
central paint as before. The position between points T and E is identical to Scenaro
B. The advantage over Scenario B is that the transport of bulky wet bean is
completely eliminated (apart from hand carriage to the village fermentary) and some
advmmagmafhﬂk—mﬂdingcfdzybeanbd:weenvinageanduaﬁngcenu:eama]ao
secured. As noted above, this scenario is prohibited in Papua New Guinea as trading in
dry bean is illegal.

Instead village fermentaries are required to transport their dry bean themselves to the
exparter as in Scenatio D, This retains the advantage of transporting only dry bean,
but loses some benefits of bulk-building associated with the previous option,

Scenarioc E depicts more acowrately current practice in East and West Sepik.
Pmcesﬁngis,cthaabeenﬁ]lrecmﬂy,cmtraliseinearmﬂ:eexpatmn To
achieve economies of transpartation, however, given the longer distances invalved and
growers’ reduced access to private transport, the large processar engages in roadside
tuying,semijnghisowntrmktoconectwd:beanfmmthevﬂ]ages. Advantages of
bulk-building are abtained, but nct those of transparting dry bean,

Returning to the basic comparison between Scenariocs B and D, we need to consider
l'lowfartheadvanmgescftlm]atterwwldbepameibacktothegrowetinptad:ioe,
and how important these might be quantitatively. On the face of it substantial savings
mightbesecuredatlocatimsmchasKarawopandSwaininEastazﬂWeﬂ:Se;ik
where transport cost was caloulated respectively as 32 and 70 per cent of the gross
payment to growers. Since 1,000 kilograms of dry bean is equivalent to 2,500
ln".logramscfwetbeanitisinpﬁnci;ﬂepomhletocanytheequivalentof%lﬂb@
ofwetbeanindryﬁormmplacecftherepreeentaﬁveamamtaf3bagsemployed
earlier (Table 25), the pe:centagesfaﬂd fall on a simple calculation based on weight
to 13 and 28 per cent respectively™, This implies a substantial potential increase in
the net grower price to set against any unit production cost reductions assoclated with
medium o large-scale processing,

1. Not allowing for the increase in value added by processing, which would reduce the
percentages still further, It is possible, of course, that PMV operataes, basing their
dmrgesmmevalueofmegoodstramportedratlmthmmmespaoetheywmpy,
would raise these, reducing the advantage to the grower. Competition between
operators would reduce this effect. And village fermentares would more likely
transport their own product anyway.
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Even this calculation assames that the passenger element in transport cost, which is
gubstantial, is retained, In practice village fermentaries would either operate their
own transpart or hire available local transpart for bulk shipment, eliminating the
passenger charge. If savings were made in this way equivalent to, say, half the
passenger charge, the transpart cost percentages would fall further to 10 and just over
20 respectively, from the original 32 and 70.

Certain additivnal benefits from a system of decentralised processing may obtain,
however.

1.

3.

While wet bean maybestoredfortmeedayswn:houtspdljng,drybean may be
stored for two months. This is likely to mean : (a) reduced wastage of product
and lower rate of rejection of delivered product; (b) increased possibilities of
bulking at the village level with, among other tmngs, eli mination or substantial
reduction af the passenger element; and (¢) securing of an improved grower
price due to the possibility of more opportunistic selling,

Secondly, small-scale processing would be likely to increase significantly the
;toporuonofvahle—addedretamedmthewﬂage,contnbutmgtogreater
equality and sread of incomes. As indicated to the authar by senior executives
in the cocoa trade, profits lie not in trading, the purchase of wet or dry bean
itself, but in processing, This is therefore quantitatively a strong reason for
favounngvﬂlageprocm.ng Due to these profits, a restrictive palicy may also
be in danger of allowing favouritism ar influence in the issue of licences.

Restriction in the number of fermentaries is associated also with restriction in
the numbercfdealers,andtherefore mthanmcrea;einthedegreecf]ocal
monopaly. It has been observed that "owning a dealer's licence provides access
to a captve market" (Perkins and Clarke 1980, p.13), with pressure for villagers
to support the local *hig man". Competition for wet bean from neighbouring
village fermentaries would reduce this.

Perking and Clarke have argued also that the minimum size requirement imposed
by the Cocoa Board for a fermentary-dealer licence leads to the artificial
encouragement of cooperative ar group fermentaries and the formation of
unstahle business grcups "Despite being unpopular® they state (p.15), "these
groups still remain : they are the only legal avenue open for growers to move
into wetbeanbuyung They argue also that business accounting within the group
is made difficult by the fact that members do not sell their wet bean as such to
the group fermentary, all transactions having to be transactions on paper only.

Tt has been suggested that owning his own fermentary provides an important
incentive to the producer to develop his cocoa block. Pride in his enterprise will
ensure his willingness to repay any capital loan invalved.

A large central fermentary may create security problems as a result of moving
with substantial amounts in cash, This may be true where roadside buying aver
extended com munication lines is invalved ar where a large company operates a
mimber of buying points. A majwr buyer in East New Britain affirmed its
reluctance to open additional buying paints on these grounds. This implies a
reduced degree of bulk-building of wet bean and corresponding increases in
transport costs for wet bean. It has been suggested that the smaller size of cash
transactions associated with a larger number of small fermentaries based within
the community which each enterprise serves offers a better guarantee of
security,
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The prablem of theft of the bean itself is regularly used as an arqument in favour
of more centralised operations and against freer trading in dry bean. This is not
a strong argument : stealing of a neighbour's wet bean is not affected by whether
it is taken to a small lncal fermentary or a more distant larger one. The 1982
stdy of coffee marketing (CIB 1982) rejected the theft arqument as a case for
tighter contradl of that system.

On the management side there has been a problem affecting large and small
fermentaries of finding responsible clerks far the purchase of wet bean, A large
firm or cooperative association operating a number of buying paints or engaged
in roadside buying using agents is, however, likely to have the greater problem of
sapervision and contral.

As noted previously, however, official discussions focus little on unit costs of
pmducﬁma:ﬂhardlyataﬂmdiﬁfermﬁaltrm\qxxtcost:meemphasisha'eis
dlmast entirely on quality and whether small fermentaries can be safely relied upon,
given the need to preserve the reputation of Papua New Guinea cocoa in international
markets, Here a number of obeervations may be made : ‘

1,

Thetedoesnd:appeartolmvebeenanydec]ineinqua]jty,ifanythingthe
reverse, as the number of small fermentaries has increased in East New Britain
and Narth Solomons provinces particularly. The proportion of nar—expart, nibs
and residue to the total, all grades, fell from 6.3 per cent in 1978/79 to 2.8 per
cent in 1986/87 (Table 41). While quality may not be perfectly measmred by this
percentage, it does serve as an index which at least does not indicate decline,
Mareover in 1987, for exampie, the proportion of non—export and residue from
smallholders was negligible (0.3 per cent) and much mare significant in relation
to plantations (5.6 per cent) (Table 42), although this may be simply that only
pantations bother to keep and market nibe and residue, while reject village
cocoa may be taken back to the village for reprocessing or discard.

There is periodic expression of grave concern over an alleged serious decline in
quality, of crisis propartions, which eventually is not supparted by the evidence.
Thus the introduction to the 1987 Cocoa Industry Investigating Committee
Report states that —

"In a larger scale, Papua New Guinea cocoa, one of the best in the
woﬂd,fcrtrelastcmpleofyeatshasbeenexper'nmdngmmcmasi:g
drop in its quality....The drop in quality of our cocoa had been of
great concern to our exporters,.. Because of this concem, the Cocoa
Board set up (the Cocoa Investigating Committee) in March 1987 to
find out why the quality was deteriorating and to recommend ways
and means to improve the quality (Report, p.vi},"

But Perkins and Clarke (1980 p.3) described the situation during 1979 and the
frst half of 1980 in almost identical terms ~

"In the past eighteen months there has been considerable concern
expressed by the Government and the Cocoa Industry Board...about
the quantity and quality of cocoa produced in Papua New Guinea., A
very hleak picture has been painted of drastic drops in output and a
glide in cocoa quality standards,”
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The same authors found that in fact -

*papna New Guinea cocoa continues to sell at a small discount on the
world market as it did in the past. Exporters gstate that Papua New
Guinea cocoa is accepted by the manufactirers and few serous
complaints are received by them."

This position appears still to exist in early 19886,

The eventual findings and cbservations of the Cocoa Industry Investigating
Committee were favourable. Particularly relevant is that the Com mittee sought
the usexs' opinion, that of the overseas manufacturers and found (p.3) that "cococa
quality as seen by manufacturers is consistent with former production™,
reference being made to its "good bean size, good fermentation, mostly clean
cocoa and normally well-dried cocoa, particularly after shipping™,

Prce differentials for Papua New Guinea cocoa had worsened in fact, but not
due to a change in Papua New Guinea quality : the reasons were some new
marketing restrictions, competitdon from Malaysia with cocoa of similar ar
warse quality, and an overall warld surpivs.

Smoke problems, which had given concern earlier, had been virtually eli minated,
as a resuk of industry awareness and the Board's decision on water-wide burners,
unrelated to the issue of small fer mentaries.

Parﬁcuhﬂyrelevantaﬂcmsﬂstentwthmes:aﬁsticsrefa'redtoaboveisme
statement (p.6) made that -

"R is important to note that smallhalder producess are in the
main producers of good quality cocva. The committee has
found that many large producers (dealers and plantations)
produce cocoa that could be improved in quality.”

Examination of produce inspectors' reparts show that the quality problem
genera]lyocmnsataspeciﬂcfermentaryataq:edﬁcﬁmectweraspeciﬁ:
pericd for particular reasons, usually a management problem. If we lock at the
incidence of nanrexport deliveries from East Sepik, for example {Table 40), it is
easy to identify specific problems ocowrring at SCGA in 1966 and at But-Boiken
in 1985, as well as more persistent prcblems at St. Anna, Yangaru and Angoram,
even if overall the percentage has been very low, Rather greater teething
difficulties have been encountered at DAL fermentaries. The prablem at SCGA
was one of limited capacity faor coping with the flush at a time when there were
few alternative buyers of cocoa, leading to bags being left in the open for as long
as one week. The rise of alternative fermentaries has eliminated this possibility
along the west coast.

Rather than attempt the physically impossible task, as at present, of visiting all
fermentaries annually (there are just three inspectors for the whole of Papua
New Guinea), data from produce i ! reparts, specifically the amaunt or
percentage of non-expart deliveries,” can serve as a warning light calling for
the Board, together with Iocal DAL aofficers, to undertake im mediate remedial
action. The active invdlvement of DAL officers who know the local sitnation

1. Already, if a fermentary produces any quantity of nomexport cocoa far three
successive months, its licence may be cancelled.
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closely is clearly essential, Exporters, likewise, have a critical role to play. The
fact that exporters lose if their cocoa is rejected, since they will already have
paid bounty on the consignment, provides a useful sanction ensuring that
exparters will be vigilant. They in burn are in a position to pass their own
sanctions, far instance access to credit, down the line, |

As indicated earlier, the minimum-gize cocoa blnck requ:.rement imposed in the
registration of individual fermentaries has the effect of encouraging groups to be
formed, it has been said, artificially, Perkins and Clarke (1980 p. 13) assert that
"Good quality cocoa is a function of management, Many groups that have
formed to comply with the requlation requirements have already demonstrated

their poar management."

R may be argued that much mare sericus in its effect on quality than the
marketing/processing system is the incidence of disease, A 1979/80 Rural
Survey carried out by the DAL showed that 42 per cent of trees in East New
Britain suffered from hlack pod, 32 per cent from VSDB (Vascular Streak Die-
back], as well as other diseases (Rural Statistics Bulletin, 1983/87, DAL).

It has been argued that an improvement in quality would be at the expense of
qmnbty,andthattheemplmsstnﬂdbeslnftedbacktoquanhty. This is
certmﬂymhnemththed:sappmnhngrecorﬂofcocoadeve]opmentmtmdethe
two main producing areas ohserved earlier. Perkins and Clarke (1980 p,5) paint
out that most Papua New Guinea cocoa is sald at a discount to Ghanaian cocoa
on wadd markets, but that this discount is equal to only about 2 per cent of the
terminal market price : any improvement in quality would at most only produce
an increase in cocoa income of 2 per cent, From our own previowus discussion, a
further reason far an emphasis on quantity would be to broaden participation in
cocoa mroduction, partly for equity reasons and partly to achieve a "critical
minimum effart” in developing cocoa in new regions,

AtechmcalazgumentmtforwardbytheCocoaBoardforn&nstmgona
mimmum dealer size and prohibiting dealing in wet bean is that a minimum
mumber of boxes is needed for good fermentation. A circular of June 1987,
requires dealers to have a minimum of four fermentation boxes in fact. This
requirement. for fermentary-dealers is unlikely to be effective if at the same
time a much larger number of owner~fermentaries are operating below capacity
and unahle to parchase wet beans from their neighbours, in the absence of a
licence, Quality may be maximised rather by encouraging competition in the
pochase of wet beans such that an optimum size of fermentary emeryes
operating at its most efficient capacity level.

What implications emerge, then, from our discussion of scale economies in processing,
transport. cost differences and the issue of guality?

The requirement of a 5,000~ree minimum halding for the issue of a fermentary
licence shauld be abolished. The issue of a fermentary licence should be
divorced from the question of number of trees owned and made on purely
business considerations as far any other business enterprige.

However, assistance in establishing small fermentaries should be stepped up
through the extension service, using, where appropriate, standard designs such as
the model pre-fakwicated fermentary (cost K 2,600) developed under the SCREPP
program me in East New Britain.
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. A statistical monitoring system and firefighting approach to produce inspection
should be applied to established and recently-estahblished fermentaries, to
replace routine visiting.

. Free dealing in wet bean should be permitted, where this is at present confined
to licensed dealers, to increase competition and to allow small fer mentaries to
improve their capacity utilisation as well as to encourage rural transporters to
become mare directly invdlved as primary traders buying the wet bean for resale
and reducing the passenger element in cocoa marketing.

. "Free dealing in wet bean" effectively means abolishing the differential bet ween
the fermentary licence fee of K30 per annum and that for a fer mentary/dealer
of K90 (the supplementary dealer's licence fee costs K60), but, more
importantly, freer issue of licences. It may be sensible, however, for revenue
purposes to maintain the dealer licence fee, or even increase it, for fermentaries
with substantial tumovers only,

. Dealing in bagged dry bean should be legalised. This would be unlikely to lead in
Papua New Guinea to a significantly longer marketing chain with an excessive
number of intermediaries. Mare likely each trader would serve a limited number
of small fermentaries on the basis of a highly competitive profits margin, with
fer mentaries retaining their present option of delivering their own cocoa to the
exporter using PMV or cther infarmal modes of transport.

. Sun-drying of cocoa should be encouraged, with the assistance of extension
officers. Commenting on the parallel restriction which exists in the Sclomon
Islands under which small growers are not allowed to ferment cocoa themselves,
but have to sell their wet bean to central fermentaries (not particularly central
in Papua New Guinea} an acknowladged authority, Johann Scheu, President of the
Cocoa Merchants' Association of America, noted (Scheu 1987a) that "whether
this system is the best available remains under dispute, as some experts believe
that heap fermentation and sun-drying - similar to the practice in Ghana - may
well be better suited to the Sdomon Islands than the transportation of wet beans
to the fermentaries™. The existence of a netwark of smaller fermentaries could
facilitate this development, as they would be in a position also to purchase sun-
dried bean.

Tt may be useful to summarise by means of dlagrams. Figure 2 shows the system of
cocoa marketing proposed in 1980 by Perkins and Clarke, based on the asmamption of
unrestricted dealing in wet ar dry bean. This incorporates a recom mendation which
has already been adopted whereby, instead of dry bean being delivered to government
produce inspectors prior to forwarding to exporters, grading is done instead by the
exporters themselves and then inspected, though only on a sample basis, by produce
inspectars at the exporter's shed, The system proposed here is esentially the same as
that of Perkins and Clarke, though Figure 3 makes clearer the full range of alternative
outlets open to growers. An impartant element here is that there would be no
requirement that an entrepreneur establishing a fermentary at village level must have
any cocoa trees of his own, let alone a required minimum of 5,000. This would
carrespord to, say, cotton ginning in other countries, where one does not need to grow
cotton in arder to set up a cotton ginnery. At the same time a small-scale fermentary
owner would often be a producer himself, but tap economies of scale by purchasing
from other growers. In some cases a grower would own his fermentary without
purchasing from other growesrs, and sell his dry bean directly to a dealer ar exporter,
It would remain open to groups of growers to form a business group ar cooperative, et
this would face greater competition now from village dealers, i.e. growers with their
own fermentaries licensed to buy wet beans from others ar village entrepreneurs who
have established facilities.
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Figure 2
Coooa marketing system proposed by Perkins and Clarke
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Figure 3
Proposed system of cocoa marketing and processing
with maxinum range of alternatives
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Such cooperative groups might be established under an umbrella cocoa association
along the lines of SCGA or Lus Development Carporation in East Sepik. Dry bean
could be delivered by any of these processors, as now, directly to an exparter : but
dlternatively, since trading in dry bean would be authorised, villagedevel processars
could instead sell dry bean to larger dealers who would bulk this for transhipment to
exporters. The system as depicted would maximise the range of alternatives open at
different stages and also provide maximum scope for bulk-building to economise
transport costs. Tk would significantly increase the propartion of cocoa transported as
dry bean, while retaining fer mentary labels on every dry bean sack consigned,

Since the proposals above imply approval of relatively free entry into processing, it is
necessary to draw atttention to the already exceptionally high rate of turnover among
fermentaries in East New Brtain, where licensing has been most liberal (Table 43).
Among fermentary—dealers in the Gazelle, based on the evidence of eight years, 21 per
cent survived only one or two years, though these would be larger establishments than
those without dealer licences for buying wet bean, Among ardinary fermentaries in
the Gazelle, 46 per cent survived only one or two years. These propartions were
substantially lower, but still high, outside the Gazelle area. Of those
fermentary/dealers and fermentaries in existence in the Gazelle in 1979/80 only 56
and 17 per cent, respectively, functioned in 1987/88. Again, corresponding figures far
the non~Gazelle area were higher. This high level of ingtahility does not appear to
have been commented on elsewhere — not even, surprisingly, in the recent report of
the Cocoa Industry Investigating Com mittee, despite its abvious potential implications
for quality and the general state of the industry -~ and it is clearly desirable that the
causes underlying this phenomenon be investigated mare closely than we have been
able to do here, The most plausible explanation is that ownership of a fermentary has
prestige ar convenience value rather than purely economic return, Closer extension
advice to those contemplating investment in processing as well as monitaring of
outstanding invest ments appears to be called for.

Tabie 38
Unit costs of production by size of fermentary,
Gazelle Peninsula, East New Brtain

Large
Small Medinm- entre- Large

Costs village Co- sized preneurial managerial
(kina/tonne} fermentary operative enterprise unit: firm
Transport costs 50.37 42,27 23.88 12.77 43,60
Labour costs 80.41 187.85 81.30 54.78 131,74
Managerial costs 52.76 89.64
Depreciation 16.27 23,63 8.06 13.27 16.15
Interest 2.91 29,95 9.83 1.44 13.77
Processing costs 44.86 37.22 18.68 25,24 B3.64
Total costs 194.82 373.68 141.75 107.50 379.56
Output

(tonnes p.a.) 15.00 27.50 36~200 500.00 1000,00

(mean 104)

Soumxce: Marley (1986)
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Tahle 39
Rreakdown of unit cosls of production by size
of fermentary, Gazelle Peninanla

Large

Small Mediam- entre— Large
Cests village Co- sizex preneurial managerial
(kina/tonne} fermentary operative enterprise unit firm
Transpart costs
PMV Hiring casts 50.37 - - - -
Vehicle depc'n - 22,68 6.68 6.95 17.44
Petral - 19.59 17.20 5.82 26,14
Labour costs
Family labour
costs 62.93 - - - -
Cash wages 17.48 187.85 79.30 54,78 131.74
Food - - 2.00 - -
Managexial costs
Manager - 52.76 - - -
Managerial expenses - - - - 79.64
Office costs - - - - 11,02
Depreciation
Dder depc'n 15,60 20.90 5.05 6.95 13,22
Fermentary depc'n 0.67 2.73 2.23 0.74 2.75
Grader depc'n - - 0.78 0.30 0.18
Generatar depc’n - - - 5.28 -
Interest 291 29.95 9.83 1.44 13,77
Processing costs
Drer repair 6.63 4,22 1.68 1.16 2.75
Drier fuel 21.23 - - 7.08 22,03
Bags/Awine/ink 17.00 17.00 17.00 17.00 17.00
Winnowing - 16,00 - - -
Electricity - - - - 41.86
Total costs 194.82 373.68 141.75 107.50 37956
Soumroe: Marley (1986).
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Tahle 40
Deliveries of cocoa from East Sepik farmentarios to Wewak, 1982-87, tonnes
(with amounts of non—expart, nibe and residue)

Propartion
of non—export
1982 1983 1984 1985 1986 1987 1982-87 nibs, residue
(per cent)

Larger fermentaries
Sepik Cocoa Growers 18430 ) 19805 (= 19924 25053 (11) 24517 (218) 16536 (83) 124265 (312) 0.3
Valslowan 2129 (27} 905 (42) 2224 (76} 3703 (65) 2920 {26) 2686 (19 14573 (255) 1.7
But-Boiken 1671 ) 1824 (32) 247 (=) 4186 (243) 1082 (95) - 8010 (370} 4.1
St. Anna 53 - - - 29 (29 446 (25) 475 (54) i1.4
Lus Development Coxrp. - - - - - n.a. n.a.
Total, larger
fer mentaries 22283 (27) 22534 (74) 22395 (76) 32948 (319) 28548 (368) 19668 (127) 148323 (991) 0.7
Smaller fer mentaries
Yangoru - 221 (34) lel (13 350 (11) - 370 (2m -
Angoram - - - 513 (21 1001 (33 944 (34 2458 (94) 3.8
G, Wamel - - - - 328 &) 765  (6) 1093 (6} 0.5
Biwan - - - - 280 9 37 317 () 0.3
Taumba - - - - - 191 @ 191 (4) 2.1
Mumugu ~ - - - - 68 68 (9 -
Gavien - - - - - 24 ) 24 ) -
Kinsim - - - - - 88 (2) 88 (2) 2.3
Total,
small fermentaries - 221 (34) 161 (13) 863 (38) 1609 (33) 2487 (67) 5341 A0 2.0
DAL fermentaries (inclnding West: Sepik) .
Nukvanglo - - - - - 70 (A1) 70 AL 15.7
Paro - - - - - 140 (10} 140 (10} 7.1
Pasi - - - - - 18 & 18 = -
Lumi - - - - - 100 (L) 100 (1) L0

Total,
DAL fermentaries - - - - - 328 (2 328 (22 6.7
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Table 41 |

Trends in Cocoa Board expart gradings
1978/79 to 1987/88
Total Non—- Total
all grades Expart export Nibs Residue excl, export
Year (t) {t) (%) () (t) () {t) (%)
1978/79 27,891 26,137 93.7 863 281 610 1,754 6.3
1979/80 30,768 28,432 924 1,309 259 768 2,336 7.6
1980/81 27,123 25,700 94.8 778 193 452 1,423 5.2
1981/82 29,303 28,119 96,0 393 268 523 1,184 4.0
1982/83 29,410 28,115 95.6 388 262 645 1,295 4.4
1983/84 28,969 27,601 95.3 559 227 581 1,367 4.7
1984/85 32,644 31,352 96.0 421 288 583 1,292 4.0
1985/86 35,013 33,420 95.5 550 326 717 1,593 4.5
1986/87 39,966 38,862 97.2 468 334 302 1,104 2.8
1987/88 34,025 32,767 96.3 440 308 510 1,258 3.7

Souarce: Repart of the Cocoa Industry Investigating Com mittee, 1987;
DAL (1987/88)

Table 42
Yearly cocoa production by grade, 1987,
plartations and smallhalders
Expart Non-export
quality and residue Total
No, of bags 64,510 3,819 68,328
Plantations
pexr cent 94.4 5.6 100,0
No. of bags 102,030 338 102,368
Smallhalders
per cernt 99.7 0.3 100.0

Sources As Table 41.
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Table 43

Survival rates among cocoa fermentaries and fermentary-dealers in Bast New Britain

All fermentaries and
Fermentary-dealers Fer mentaries only fermentary-dealers
No. in existence Propartion No. in existence Proportion No. in existence Propartion
oxr estahlished SIrviving antil or established srviving until oar estahlished aurvivirkg until
during year 1987/88 (%) during year 1987/88 (%) during year 1987/88 (%)
Non~ Total Non— Total Non- Total Non- Total Non—- Total Non—- Total
Year Gaz. Gaz. ENB Gaz. Gaz., ENB Gaz. ©5Gaz. ENB Gaz. (Gaz, ENB Gaz. Gaz. ENB Gaz, Gaz. ENB
1979/80 129 48 177 56 60 57 90 48 138 17 48 28 219 86 315 40 54 44
1980/81 10 14 24 40 14 43 2 5 7 50 60 57 12 19 31 42 79 65
198182 13 5 18 69 100 78 4 5 9 0 40 22 17 10 27 53 70 59
1982/83 14 0 14 79 - 79 2 1 3 50 100 66 16 1 17 75 100 76
1983/84 19 15 34 84 80 82 4 11 15 50 82 73 23 26 49 78 8l 80
1984/85 10 17 27 50 88 74 15 6 21 20 100 43 25 23 48 32 91 60
1985/86 5 12 17 60 a3 76 38 14 52 71 79 73 43 26 69 70 i 74
1986/87 11 15 26 91 100 96 36 11 47 78 73 77 47 26 73 81 88 84
1987/88 4 2 6 - - - 22 14 36 - - - 26 16 42 - - -
Total 215 128 343 62 78 68 213 115 328 46 67 54 428 243 671 54 73 61
Propartion surviving only
1l or 2 years 21 9 16 46 28 40 33 18 28
Nokes: Data excludes plantations and plantation-dealers. Gaz = Gazelle; Non-Gaz = East New Britain excluding Gazelle. a

mropartion of those in existence in 1979/80 would hava been established earlier. A few dealing in subsequent years may hava
also operated prior to 1979/80. Those deemed to have survived in 1987/88 are those trading in that year; a few might re-
enter in subsequent years, Only a propoction of those surviving traded in every year during the period; many traded orly in
some of the years. By definition the survival rate of those opening For business in the last year will show a 100 per cent

survival rate,
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Chapter 8
MARKET STROCTURE IN THE COCOA TRADE

The general structure of the cocoa industry may be pieced together from the
comments already made. The export level is dominated by a small number of
exporting companies, one, in particular, a nationally-owned company, Angco,
accounting for some 55 per cent of exports (Table 44) and the other two sharing
another 43-44 per cent between them, though their relatve positions have fluctuated
between years. Together, though, the three companies accounted for 98 per cent of
exports in 1987. Altogether exparters operated 24 buying paints in 1985-86.

As noted earlier (Tahle 7) the three companies do not have an equal presence in every
cocoa producing area within Papua New Guinea, so that the degree of concentration in
particular areas may be even greater than this. In Madang, for example, the market is
shared between Angco and Rabtrad only. In Oro Province the financial collapse of Mt.
Lamington United Cocoa led to a major crisis, with wet beans rotting at the roadside,
until Angco was persuaded to come in,

Itelek is a relatively recent entrant to the industry and is still very small. Other
evious entrants - induding the Sepik Cocoa Growers Association - have made litHle
headway. Success in the export business requires substantial capital, overseas
contacts and some degree of experience, given the valatility of prices, Ttelek is
essentially an agent. for a new overseas buyer who supplies capital for crop finance and
an expatriate manager on a management contract.

The Cocoa Board has generaily been reluctant to license new exporters and a standing
palicy exists that the present number of exporters is sufficient. This makes sense in
terms of discouraging involvement by companies which lack the obvious substance
required for successful operaton at this level. What is clearly required, however, is
rather energetic encouragement of entry by qualified companies in arder to provide
some healthy competition, to the benefit of the qrower,

While the market share of the leading exparter has been fairly constant, the absclute
guantities of cocoa exported by the first three companies have fluctuated from year
to year. One of the three, for instance, experienced a 35 per cent fall in tonnage
handled between 1986 and 1987. The firms themselves allege that competition at the
expart level is intense, in terms of competing for valume, This would certainly
provide a motive for competition, given relatively high overheads and low marginal
costs in cocoa handling, Alternatively this may be viewed as mere passive acceptance
of fluctuations in share with fluctuations due to factors outside the firms' contral,
such as opportunities far overseas contracts. But since the data covers perfarmance
aver a full year this is less likely. It is reasonable to suppose, therefare, that there is
some element of competition among exporters, pdce o non—rice, far volume,
notwithstanding the high degree of concentration,

With respect to price competition, price flexibility in the cocoa industry will be
examined mresently, when some econometric results are presented, Tt is worth locking
first at price variation as between the three exparters (Tahle 45). The average of the
mean daily delivered-into-store prices paid by the three exporters during the maonth
was calculated for each month dwring 1987, as a sample year, together with the
monthly average of daily deviations of the price paid by each company from the
mear.
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The percentage deviations from the mean price were generally low, not exceeding one
per cent in 24 out of 36 cases (twelve months times three companies). The monthly
average of the daily difference between the highest and the lowest price oftered by
the three companies was between 2 and 5 per cent of the monthly average price in
practically all the months. It may be coencluded that there is a considerable degree of
mrice stability between exporters at the export level, in the sense of prices moving up
and down together, though the common level of prices is varable.

Rabaul, and subsidiary port, Wewak in the case examined (Table 46). While one
exporter pursues a palicy of uniferm pricing at all Papua New Guinea ports (ignaring
costs of transhipment from subsidiary ports), another pays a higher price at the main
port, as one would expect, and the third a lower price, usually, though not always, at
the main part. ‘

Non-frice competition would mean particularly competition in the provision of crop
finance to fermentary/dealers, together with forward contracts for the delivery of
roduce. Tk was hot possible to secure accourate data on the quantitative impartance
of trade credit. This importance has been reduced in recent years as a result of
negative experience with repayment. Two of the leading exporters reported default
rates of 25 per cent in one case and 15-20 per cent in another, followed by the
adoption of mare cauticus palicies. The larger cocoa dealers in Rabaul are able to
obtain finance from exporters on a regular basis but access to finance is less common
among small fer mentaries outside the main town, The Cambridge study (Mcarley 1986)
found that most fermentaries stated they ran out of cash at some me in the year, i.e.
in the flush, and that for some this seemed to be a continual problem. In contrast "the
big firms can and do barrow from their exparters, and carner the market during the
flush."

Below the export level the composition of the cocoa industry varies in nature between
the different cocoa—producing areas of Papua New Guinea, though East New Britain
and East and West Sepik offer representative contrasts.

Some histarical background is required in arder to appreciate the situation in East
New Britain., Cocoa there was developed under the Tdai Project, which com menced
in the mid-1950s and for a long period under the early 1970s enpyed a monopaly of
purchase. This was a cooperative marketing arganisation promoted by the Department
of Primary Industry. Tt was up and down financially and eventually faced bankruptey,
due to poor and frequently changing management and over-amhbitious diversification
into other actvities and the fact that it paid only 50 per cent cash at time of
purchase. This made way for the establishment of the New Guinea Islands Produce
Cempany (NGIP) which grew out of the Projct, taking over its assets. It has some
4,500 sharehclders, not necessarily all cocoa growers, and pays reqular dividends. One
or two hundred narmally attend the annual general meeting of the company. It owns
560 hectares of cocoa plantations, accounting for up to one-third of sales and
providing a good base for its marketing activitiss. It is large enocugh to be able to
afford high-level management.

2 number of Chinese-owned businesses were engaged in the purchase of wet bean in
the 1970s, but these were reduced to three when a law was introduced in late 1978
excluding non-nationals from participation in the industry. The three companies,
Malaguna (previously Davaun) Trading, PilaPila and Nonga were faced with the
moblem of finding nationals in a position to buy them cut. Similar salutions were
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found in the three cases, Malaguna being bought out by groups representing seven
villages, each paying K100 as deposit and subsequently repaying capital and a
propartion of goodwill cut of profits, the previous owner staying an as general
manager, The village group distributes cash dividends among its members, At present
there are six villages, embracing a few thousand people. These sharehalders are not
necessarily cocoa growers, the im mediate locality not being particularly impartant for
cocca, while these villagers who grow cocoa are free to sell elsewhere and are likely
to eell to the most conveniently Iocated enterprise. PilaPila is based on 46 different
but smaller groups, comprising some 700 people in all, from four villages. There are
46 trustees representing each group and entitled to attend the annual general meeting,
six trustees constituting a board of directars. Again members are free to sell their
cocca elsewhere. The original owner is again involved in management. Nonga is
dimilarly constituted. The implication is that any monopsony profits extracted at this
level of market intermediary is not necessarily associated with much income
inequality : such profits weuld not be associated with any particular contribution to
the industry, however, and the promotion of competition would be desirable if proper
benefit is to accrue to the growers aof cocoa themselves.

There have, in fact, been significant changes in the structure of cocoa marketing in
East New Britain below the export level. The most cbvious is the increase in the
number of fermentaries and fer mentary-dealers, the combined total rising from 317 in
1979/80 to 422 in 1987/88 (Takle 47). This change masks very different variations in
the number of fermentaries and the number of fermentary-dealers, The former
actually declined sharply between 1979/80 and 1982/83, befare rapidly increasing
again thereafter to get back to its initial level at the end of the period. In contrast
there was a steady increase in the mumber of dealers, more than doubling after
1980/81.

The opportunities open to cocoa growars for the dispasal of their produce have thus
changed considerably over time, the poesibilities being either to process their own
cocoa and sell dry bean direct to the exporter, if they are large encugh growers or are
able to form a business group; or to sell wet bean to a village fermentary in the
vicinity, owned by a local entrepreneur; o to carry their wet bean, by PMV or local
transporter, to the larger traders in Rabaul or to one of the limited number of buying
points operated by them (NGIP in particular} cutside Rabaul. In 1980 the three large
traders other than NGIP accounted far 54 per cent of purchases; NGIP ancther 7 per
cent; and small traders/fermentaries/own-processors together 39 per cent {Table
48). By 1986 the share of the three traders had fallen from 54 to below 33 per cent,
partly because NGIP had increased its share from 7 to 20 per cent, and partly because
small fermentary—dealers etc, had increased their share from 39 to 47 per cent. In
1987 the share of the three traders was down further, to 18.5 per cent, due to a
turther increase by the latter group. This amounts to a quite radical transfarmation
of market structure in just seven years.

The rise of NGIP underlines the importance of management to good performance. The
successful entry of ancther entreprenewr, Francis Girn, an independent national,
outside the group of four traders, also merits mention, Factors mentioned as
underlying the latter's success include the maintenance of lower overheads and the use
of relatives and friends for basic labour, allowing growers to be offered a higher price,
something which has met with strong response in terms of volume received., As
regards the rise of small fer mentaries, the complaint by cne of the major traders that
this has increased competition and that they "pay too high prices®, 5o that: "there is no
profit any mare” suggests that the changes have indeed been to the advantage of
growers,
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The significance of these market structure changes is that similar changes are to be
expected in other regions such as East and West Sepik if the same licensing palicy is
implemented, as appears to be in process, affecting among other things the future of
the Sepik Cocoa Growers Association. Tt is likely that, independently of the current
financial crisis within SCGA, the dominance of this crganisation (Table 49) will decline
over time.

Table 45
Differences in cocoa prces paid by the three leading
exparters, East New Britain, 1987

Manthly av, of daily Qiff
Mean DIS Monthly average of daily ence between higheat §
price paid by deviations of price paid by lowest price affered
the exporter each company from the mean of by the three
Manth during month the tiree exparters' prices companies
Co. A Co. B Co, C
KA % KA $ KA % KA % KA %

January 1496 2.7 13.2 -15,7 39

100 0.2 0.9 -1.0 2.6
February 1455 . =200 9.5 11,0 41

100 -1.4 0.7 0.8 2.8
March 1466 -33.4 7.6 26.0 64

100 -2.3 0.5 1.8 4.4
April 1457 -18.3 -11.9 30.5 56

100 -1.3 0.8 2.1 3.8
May l462 8.0 -30.1 22,0 57

100 0.6 2.1 1.5 3.9
June 1415 4.6 -1.0 -3.3 33

100 0.3 0.0 -0.2 2.3
July 1516 16.5 9.5 -6.9 33

100 1.1 ~0.6 -0.5 2.2
August 1443 3.6 10,7 -14.2 47

100 0.2 0.7 -1.0 3.3
September 1362 8.2 5.1 ~13.4 1

100 0.6 0.4 -1.0 2.3
October 1367 11.3 -5.6 5.6 38

100 0.9 -0.4 ~0.4 2.9
November 1241 3.4 -22.6 18.0 56

100 a.3 -1.8 1.4 4.5
Decembar 1299 0.2 -29.0 27.3 74

100 0.0 -2,2 2.1 5.7

Avexage of absoluke
monthly figures 10.85 0.7 12,98 0.9 1616 1.2 47 34
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Table 46
mﬁm between Rabaul and Wewak ddivered-into-gtore
prces paid by the tiree leading exparters,
adected months, (K Aconne)

Day of the Exporter A Exparter B Exparter C
month April 1985 Jly 1980  Aug. 1986 Oct, 1986 May 1986
1 20 ~-40 -40 50 0
2 10 50 -0 20 0
3 0 =30 - 0 "
4 30 -30 -4 20 "
5 - =30 =20 - "
6 - ~-30 -41 20 "
7 - -30 - 30 "
8 - =20 - 0 "
9 0 -35 -30 0 "
10 10 =50 - 20 "
11 30 =30 =30 - Palicy of
12 30 - —40 - uniform
13 - - - 5 price far
14 - - -35 1] alli PNG
15 40 =40 ~35 ] depots
16 10 =35 =35 10 "
17 30 —-40 - 10 "
18 0 =50 =30 - "
19 70 =50 =30 - "
20 - - -40 0 "
21 - ~40 =20 0 "
22 40 =50 -20 0 "
23 40 - -40 0 "
24 50 —40 - 10 "
25 0 =40 ~40 0 "
26 - =20 -40 0 "
27 - - —-20 0 "
28 - - ~40 0 "
29 0 -20 ~40 0 "
30 20 —40 -30 0 "
31 - -50 - - "

Mean 23 -37 ~-33
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Table 48
Changes in market structure below expart level,
Gazelle Peninaila, 1980-1987
Leading Traders Total Other Total excl.
AR B cC D traders  traders* plantations
(NGIP)

1980
No. of bags 4,090 13,558 11,416 7,200 36,264 23,301 59,565
per cent 11.3 36.2 31.5 199 100.0 - -
per cent 6.9 . 22.8 19.2 12.1 , 60.9 39.1 100.0

54.0
1986
No, of bags 19,374 12,768 14,232 4,480 50,854 45,684 96,538
per cent 38.1 25.1 28.0 8.8 100.0 - -
per cent 201 132 14.7 4.6 52.7 473 100.0

32.6
1987
No. of bags 17,106 11,105 9,585 3,648 41,444 43,912 85,356
pex cent 41.0 26.8 23.1 9.8 100.0 - -
per cent 200 130 11.2 4.3, 48.6 51.4 100.0

'l

28.5
Percentage
increase (decrease)
1980-87 318 (18) (16) (49) 14 88 43

Nobe: * Inclides individual farmers and small fermentaries,
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Table 49
Market structure in East and West Sepik : traders’
ddliveries of dry cocoa, 1985 1986
(daliveries o Wewak onl)
1985 1986
No. of Per % non- No.of Per & nan-
bags cent export bags cent expart
Sepik Cocoa
Growers AssoC. 25,705 72.0 0.l 29,628 775 0.7
Valelowan 3,586 10.0 2.0 2,921 7.6 1.0
St. Anna 101 03 99 2,253 5.9 3.7
Angoram 443 1.2 5.4 1,029 2.7 5.8
But-Baiken 4,858 13.6 6.7 972 2.5 9.8
Lus Dev. Carp. - - - 745 1.9 0.8
G. Wamei - - - 299 0.8 0.0
Biwan - - - 288 0.8 0.0
W. G. Parex 261 0.7 0.0 105 03 0.0
Pagi (DAL} - - - 5 - 0.0
Lumi (DAL) - - - 4 - 0.0
Y angoru 131 0.4 5.3 - - -
Handra 594 1.7 0.0 - - -
Lka 3 . 0.0 - - -
Total 35,682 1000 L1 38,249 1000 L3
Noke: 1. Figures for W, G. Parer, a substantial buyer, are misleading as the
data refers orly to deliveries through Wewak Produce Inspectors.
Source: Produce Inspection Reports.
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Chapter 9
FRICES AND COMPETITION IN THE COCOA TRADE

The important issue is whether the market structure as it has developed in East New
Britain, as the major case study area, has been translated into competitive behaviour
when it comes to prices, and thus operated to the benefit of growers. Unusually the
Cocoa Board maintains close records of daily prices paid by the major dealers gaing
back to 1984 and earlier, To foster competition, mareover, the Board requires that all
wet bean buyers publicly display their offered price on a blackboard at the buying
point, and itself hroadcasts every day the going Rabaul prices.

In crder to assess price behaviour we focused on the daily prices of the four majpr
dealers in East New Britain over the four years 1984-87. Leaving out days for which
the recards were undlear with respect to individual prices paid (as opposed to the
average dealer price), we were left with substantial samples of 181, 232, 250 and 258
days respectively. The price behaviour of the largest dealer differed in nature from
thase of the others, this company generally paying a much higher price, maintaining
this very stahle, and changing it, when it changed it, only in large discrete steps. The
three other dealers made quite frequent changes in price, independently of each other,
changes, often, though not always, of just one ar two toea per kilo.

It was decided not to carry out pairwise correlation of variation of price among the
four dealers, in arder to assess competitiveness. There are two difficulties associated
with this , First, there are inevitably runs of a week or mare in which no dealer
changes his price, which would produce a significant degree of correlation (all prices
showing zero change) even if, when changes did ocour, they were unrelated. A change
in one price ar other occurred rather less than one day in five.

Becord, if prices do move, or fail to mowve, together, this may be due either to
competition ar to explicit or tacit agreement to fix prices. Tt then becomes difficul:
to say whether independent variation in prices represents more competition or less,
since a clear narm or scale is not available against which variation can be measured.
Our subjective interpretation of the evidence, howevex, is that there is a useful degree
of price competition, which one might describe as "warkahle competition" in the
industry, although a degree of discretionary power to fix prices also exists, which may
be explained by local spatial menopaly which gives each dealer some advantage in the
purchase of cocoa within his im mediate locality.

To support this diagnosis, the mean deviation of the dealer's daily price below that of
the leading dealer was caloulated for 48 months over the period 1984-87 and for the
cther three main dealers (Tahle 50), together with the annual average of the monthly
figures, In 1984, far example, the annual average prices were four (approximately),
six and six toea per kilogram respectively below that of the leading dealer, a
substantial margin, implying very much greater divergencies on individual days,
bringing out the quite different price policy being pursued by the leading dealer from
the remainder. It was suggested by the other dealers that the leader’s posted price
might only be a nominal price, offset by variations in penalties imposed for quality
{for instance by varying the assessed weight of a consignment). But the size of the
differential and the apparent deliberateness of the large stepped changes made in
price from time to time, suggest that we can broadly accept the posted prices as
indicating actual prices paid.
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Looking at the monthly data, the substantial month-to-month variations in differential
do suggest a useful degree of competition. Differentials between pairs of dealers
were also calculated (Table 51). Over a year Dealer B generally paid less than Dealers
C and D, by one or two toea per kilogram, with C on the whale paying more than D :
however, the size and even the direction of the differential varied considerahly,
Variations in the daily values would be much greater. As already indicated, however,
the possibility of charging different prices indicates some discretionary price—fixing
power which would be absent. in a perfectly competitive market.

Having considered pricing at the exportlevd.,andatthelargedeals:level we can
turn to pricing behaviour among small village fer mentaries in the rural area outside
Rabaul. Information here was difficult to obtain due to the small number of
fermentaries maintaining records and the patchy nature of many of the records which
were maintained. Tt is recommended that more attention be paid to pressing small
fermentaries to keep proper records and to assisting them to do so.

The performance of small village fer mentaries is important, If such fermentaries are
destined to take over an increasing share of the market, as suggested by current
trends, it is important that they perform an efficient service, make effective use of
resources, and offer growers the best price possible, If, on the other hand, they are
not efficient ar competitive, growers will remain dependent for a large proportion of
their sales on carrying their crop in small consignments to dealers in Rabaul, incurring
unnecessarily high costs of transport and cobtaining lower than the full pctential net
grower price, The general impression, notwithstanding the advance in the market
share of small fermentaries in the aggregate, is that individual fermentaries are
frequently in a weak state, as borme out by the high rate of turnover observed,
whether because of poct internal management or failure to achieve the necessary
throughput. A number of local entrepreneurs complained of the reluctance of their
fellow vﬂ]agers to patronise their fermentary and thus perhaps to contribute to their
emergence in wealth and status within the village, and their preference instead for
selling at a lower net price, ta]nngmtoaccomttramportcosts,toalargedealarm
town. Ancther important factor, as evidenced from ocur guestionnaire responses, is

likely to be shortage of finance. This i5 the mest obvious explanation of why
fer mentaries frequently drop out of the market for a few seasons, but resume later,

We were able to obtain detailed price infarmation on five small fermentaries (Table
a.l), four of these competing with each other, presumakbly, in the area of Gaulim. Of
interest are {a) certain pecularities of individual enterprises' pricing behaviour and (b)
a comparison of local fermentary prices with those of the main dealers in Rabaul,
Two fermentaries (F1 and F2, Table A.l) adopted the practice <f rounding off its wet
bean price to the nearest 5 toea. Thus in the course of 187 days between April 1 and
December 31, the first fermentary paid 45 toea per kilogram on 129 days, 40 toeaper
kilogram on 54 days and 42 toea per kilogram on st four days, changing its price only
seven times, The second fermentary in the same period starting on April 1 paid 45
toea per kilogram o 114daysand40toeaperlu.‘logram on 82<iays,alsochangmg[nce
just seven times in nine months. One owner justified this pricing on grounds of
maintaining goodwill among growers, oOf avoiding their hestility. But these
considerations do not prevent the main dealers in Rabaul making small variations in
mice and in their case small variations in individual dealers' prices are considerd
important, The large stepped changes in price by the two fermentaries mentioned
mean that substantial divergencies will occur between their prices and the average for
the majr dealers, which varied generally within a small range of 45 to 44 toea per

kilogram.
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In the case of ancther fermentary (F4, Tahle A.l), prices paid to different growers on
the same day varied widely (Table 52), showing a range of 13 toea and standard
deviation of 3.35 toea per kilogram, the prices here being deduced from records of
amounts paid and weight of beans delivered, In some cases the lower mices were
intended, legitimately, to compensate for adulteration of produce or weight of basket:,
but this was not considered necessary by other buyers and therefore not likely to be a
principal explanation. There was evidence of growers delivering very small lots being
penalised and, mare reasonably, vexy large consignments being favoured. But for the
moa:pamtheexp]muﬁonappearedtobesimplymaccmacy,apportedbythe
evidence of a Ready Reckoner being employed. Surprisingly, growers did not strongly
question the amounts paid out, although the fermentary in question did not attract the
game custom as others in the neighbourhood and may have served as a last resat
buyer,

In general, apart from some local factors, one would expect rational price—fixing
among small fermentaries to produce prices closely carrelated with those of the majpr
dealers, Aspredictedabove,thesteppedpicepo]icyp;rmedbytheﬁrsttwo
mroduced majr discrepancies, but this was not just in the size, but also in the
direction of change. Thus in May the first fermentary cut its price by 5 toea per
kilogram when the average main dealers' price was actually edging up. This was
reversed in July when the latter price showed no change, with other divergences
ocouwrring in October and November, The third fermentary (F3) appeared to be adding
an erratic mark-up as compared with the main dealers' price, sometimes paying more
than on offer in Rabaul, despite the transpart cost difference. The fourth, already
Mdentified for its variahle prices between growexs, also appeared to pay substantially
bwer prices, as much as 17 per cent lower, than its rivals. Overall there were
gignificant differences in the average price paid and the variability over time of these
pdces, as measured by the standard deviation (Table 53). To test for association
between prices at the first three Gaulim fermentaries and main East New Britain
dealers' prices (DENB) regression and carelation calculations were made, the
fallowing reqgression equations being obtained, showing a very low association in all
cases:

Fl= 450" - 0.034 DENB; R% =0.0001; n=189; DW = 0.16
t =4.3, (t =-0.15,
se = 10.45) se =0.23)

F2= 205" + 0.29 DENB; R =0.007 n=190; DW =0.19
t = 2.63, t =1.19,
se =11.23) se =0,24)

F3= 242 + 1.51 DENB*; R = 0.16; n=51; DW = 0.595%*
t=-0.95, tt =2.77,
sa = 25,33} sa = (.54}

* values significant at 5 per cent level or higher.
**  adjsted for gaps in series
Inter—carrelations between local village fermentary prices (Table 53) were low or

negative except in the case of the first two fermentaries (r = 0.73) and first and third
{r=0.57.
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The foregoing suggests that small rural fermentariss may not be very astute in
determining their prices and this, if it is associated also with other aspects of
entrepreneurship and additional handicaps outside their contral, particularly in access
to finance, would weaken their capacity to compete effectively with larger dealers.
As regards pricing, it is interesting to compare a statement made in the Cambridge
study (Madley 1986) also relating to East New Britain -

"One of the first things that became apparent was that there was
great. variation in the prices being paid by different operators. During
a five day pericd of stability in the dry bean price, the buyers that we
surveyed were paying between 34 and 48 toea per kg., with a mean of
42 toea per kKg. Secondly, when farmenters were asked about the
methods they used to set the price for wet beans, only two of them
referred to the pressures of the market on their ability to purchase
the optimum amount of cocoa.”

If we turn to pricing in the Sepik provinces, we need to focus first on the Sepik Cocoa
Growers Association (SCGA) which, we have seen, is in a dominant position in the
cocoa trade in East Sepik particularly. Taking a representative period of 27 months
from January 1984 to March 1986 only three prices were paid (at main depct), 35 toea
per kilogram for the first eight months, 40 toea per kilogram for the next three, and
45 toea per kilogram far the final 16 months (Table 54). The palicy pursued was thus
of extreme grower price stability/rigidity. This suggests the existence of substantial
discretionary power in price-fising. In comparison f.ob. prices received by SCGA
fluctuated considerably : even monthly average figures varied widely and daily figures
obvicusly much more so. This means that the implied SCGA margin, inclusive of all
costs, also fluctuated greatly. If we compare the absolute level af the SCGA margin
with that calculated for the main dealers in East New Britain (Table 54) this warks out
for the period 1984-86 (March) at K655.3 per tonne compared with K491.7, an excess
of 33 per cent, Whether this difference is accounted far by a higher profit margin ar,
as more likely, by a higher level of costs, it implies a lower degree of economic
efficiency. This is reflected in a significantly lower price paid to growers, ranging
from 3 to 14 toea per kilogram less during the period. As indicated previously,
additional costs due to transhipment from Wewak toa main part would not account for
more than a two toea difference.

Certain other peculiarities of pricing palicy in the area may be commented upon, |
With respect to SCGA, again, one would expect a lower price to be paid for cocoa

purchased through buying clerks ar contract buyers compared with purchases at the

main depot in Wewak, due to the additional transport costs invalved in purchasing

away from Wewak : over the period 1983 to 1987 however, the differential varied in |
absdlute size and from positive to negative, or zero. Lus Development Caorparation,
another substantial cooperative-based arganisation was paying in March 1988, 40 toea |
per kilogram at. its designated main depots, Wewak and Maprik, and 35 toea elsewhere, |
whereas purchases at the inland site of Maprik would involve substantial further
transpart costs to the coast compared with Wewak and compared with other locations |
nearer to Wewak for which the lower pxice would apgly. Comparing wet bean prices
paid by different fer mentary-dealers in the region (Table 55) these are curiously out of
line with each other and with the cbviously mcre competitive market in East New .
Britain which provides a benchmark (with 2 toea subtractad) for determining what
might. have been the expected price in Wewak. Some of these fer mentaries are in fact
located outside Wewak, but generally not at great distances from the port, Parex, the
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majr dealer in the West Sepik area centred around Ailtape appears as a "benevclent
monopalist” apparently paying substantially more than the market warrants. The
overall impression s of a horcompetitive market, resilting in a degree of
arbitrariness in the prices received by growers in different localities and over time,
although the advent of new fermentaries during 1987 and 1988 appears likely to
improve the situation in this respect.

We have now examined price behaviour and competitiveness at the export level, majr
dealer level and village level, in both East New Britain and East and West Sepik.
While the situation in East and West Sepik is in trangition and appears rather
disipinted, that in East New Britain is mare developed and perhaps represents the
direction in which cther regions would go as cocoa production and associated
processing and marketing structures develop. It is useful, therefore, to examine the
functioning of the latter structure as a whale. In a competitive marketing structure
demand and price changes at the consumer ar final demand level (here expart level)
would be directly transmitted through the system to growers, and reflected in prices
payable to them, In Papua New Guinea a system of price stabflisation exists For cocoa
under which in times of depressed prices a bounty is paid from the stabilisation fund
and in periods of high prices a levy is deducted. Although the intended beneficiaries
are the growers, it is administratively convenient to pay the bounty to the small
mimber of exporters who, it is assumed, will pass on the higher value to dealers, and
thence to growers,

To test the validity of this assumption, which assumes competition at all levels,
regression equations were estimated relating the three lsvels of price, mean f.o.b.
[rices received by exporters (FOB, and FOBy for monthly average and daily @rices
respectively), exporters' delivered-into-store prices paid to dealers (DIS, and DIS

ively) and the mean of prices paid to growers by majr dealers in Rabau‘i
(DEA  and DEA4). The differences between these prices were taken to represent the
mean exporters' margin (EM ) and mean dealers' margin (DM ). The data used are
based on daily prices avai riac:ntra«'ling days over the three year period 1985-87,
The results are of impartance (a) as a test of the efficiency of the market system in
this area and (b} as a test of whether the purposes of the stabilisation scheme are
being fulfilled, so that the bounty is being passed on to the growars and that growers'
prices are thus being evened out,

Far this latter purpose it makes sense to calculate in all cases monthly average prices,
since a constant bounty is paid throughout each month, and since very short—term
variations of price are not likely to be passed through the system : firms would wish to
avoid daily changes of price, for administrative reasons and to preserve goodwill
among growers,

The monthly data yielded the fallowing regressions

DS, = 561.7 + 0.662 FOB, ; r% =0.348, DW =1.13
(1.69, (4.26,*
se = 33L.7) se = 0.155)
DEA, = 932.2+ 0.257 DIS ; R?=0,251, DW =0.46
(6.19,* (3.38,%
se = 150.6) se =0.076)
DEA, = 566.3 + 0.409 FOB__ ; R?=0.506, DW =1.14
(3.82,% (5.90,*

se = 148.3} se =0.069}

(1)

(2

(3}
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Covariances between variahles were :

BetweenDISmandFOBm, r=059 for n=36
Between DEAm and D]Sm ’ r=0.50 far n =36
Between DEAm and FOBm . r=0.71 for n=36.

There is a significant positive relationship in all cases and, indeed, it would be
surpriging if thege were not one. But the low values for the coefficients of
determination, R®, indicate a not very strong relationship : there is a considerable
ammntofﬂlnblahonmeachofthedepeﬂmtvmahhﬁwrﬁchhnmamatedmth
any change of the independent. variable, or vice versa. The weakest relationship is
between the average dealer price and the average price received by dealers, Equation
2).

It is necessary to consider for a moment what these equations imply. Equation (1)
states that any change in the export price, incdlusive of bounty, will produce an
average change in the price paid by exparters to dealers equal to 66 per cent of that
change. If bounty increases by K100, far instance, the price received by dealers will
increase by K66, Equation (2) states that 26 per cent of this price change will be paid
by the dealer to growess. Equation (3) states that, altogether, 40 per cent of a change
in the expart price (whether in bounty or the price itself) can be expected to be passed
aon to growears, It is evident that the thind regression coefficlent cught to be the
product of the first two. In fact it is very different, reflecting the fact that each
coefficient is an estimate subject to sampling exrrar, The 40 per cent figure has the
highest degree of reliahility,

It:sreveahngmcalcuhtethemeanarﬂa:mﬂarddemuonand,bydlmdmgmebythe
other,ﬂlecoefﬁcnmtcfvamt\m, far each price series (Table 56). The standard
deviation of the f.0.b. price excluding the bounty, i.e, the unstahilised wordd price, was
K230.6, compared with K43,7 for the dealers’ equivalent dry bean price, the growers’
mrce, with coefficient of variation (the standard deviations as a proportion of the
respective means, which i3 a better comparison) of 12,8 and 3.0 pexr cent
regpectively. Thus the system as a whae certainly was effective in significantly
reducing fluctuations. The application of the bounty was largely, thaugh nat wholly
responsible, as can be seen from the fact that the standard deviaton far the f.o.b.
export price indluding bounty was already much lower, K75.9, with a coefficient of
variation of 3.6 per cent, almcst as small as that of the growers' price.

Extermal fluctuations can be cushioned alsc by intermediaries accepting variations in
their trading margins, either exporters here or dealers. The abaclute variations in size
of margin, measured by the standard deviation, was approximately the same, K71.1 for
the exporters' margin and K73.7 for the dealers' margin. In propartionate terms,
however, the farmer was much mare important (the dealers' margin is a much greater
one, because it includes the substantial costs of processing), 44.7 per cent compared
with 13.8 per cent. Varations in the exporters' margin thus makes a greater
contribution to cushioning fuctuations, though both do make some contribution. We
are, moreover, discussing between—month variations, and greater contributions may be
made by absarbing within—month, i.e. day~to-day varations.

One might have expectai, where there was some monopoly power, that the margins
would vary with the size of bounty, exporters ar dealers taking advantage of a higher
bounty to increase their margin, rather than passing the difference on to growers.
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Further thought, however, siggests this would not be the case : the question is
vhether traders take advantage of any higher price they receive, whether due to
baunty or any market factcr, or pass this on to growers, Regression analysis confirms
this, revealing no relationship :

EMp=  179.7-  0.0636 Bty ; R? =0.251, DW = 1.25 (4)
(15 (-0.94)
DM, = 5255+  0.0286 Bty ; R?=0.471, DW = 1.02 )

(19.94)* (0.40)

Covariances were :

between bounty and f.0.b. expart price excluding bounty, —~0.96,
f.ob. export price induding bounty, —0,60,
exporters' DIS price, -0.37,
dealers' price, .85,
bt exparters' margin, -0.16,
dealers' margin, 0.07,

The measures of dispersion used above take no account of trend. It was considered
warthwhile, therefore, calculating deviations from a moving average trend for the
game variahles. Although the data is based on calendar months it was not considered
necessary to use a l2-term moving average, due to the absence of any seasonal
varation, and a 5~term average was used, vielding 32 terms over the three-year
period. The instability index adopted was :

sb =/(x -~ MA)?
n-1

where M A is the moving average term. The values for the index were :
FOB,. (exduding bounty), K11.9; DS, =K10.3; EM =KI1L5;

POB (including bounty), X 9.5; DEA, =K 3.3; DM =K 9.6.

Differences here are less dlear cut, though the instability measure for the grower
mice is especially low at K3.3,

As previously indicated, although the daily data provides an exceptionally large sample
of 757 daily price comparisons, one would expect correlations to be weaker, with
traders mtconsidecingjtnecessarytop&onverytemporaryvaﬁaﬁonsinpdce. The
equations obtained were ;
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DISg= 6820+  0.604 FOBg: RZ =0.249, DW =0.25 (6
(8.33% (15,83

DEAg= 983.3+ 0.231 DISg; R% =0.248, DW =0.08 n
(33.99)  (15.78¥*

DEAg= 8065+  0.295FOBy r%=0.277, DW = 0.16 (8)
(2L.69%  (17.03)*

Carrelation coefficients are respectively 0.50, 0.50 and 0.53, compared with 0.59, 0.50
and (.71 obtained previously.

Let us return now to the basic equations (1) - (3} derived from the monthly data. The
assumption is that if competition were perfect e.g. in the case of exporters, changes
in the average monthly price are directly passed on to dealers in the same month :
failure to do so would mean loss of market share to competitors, In practice, if there
are shart-term variations from cne month to the other it may take time for exparters
to decide whether there is any permanent change or change in the trend price ar for
competition to take effect. In the case of dealers we have noted already that there
may be a reluctance to move prices to growers downwards, because of possible effects
on goodwill, There may therefore be ime lags in the system.

To allow for this, in part at least, it was decided to calculate moving average values
for the three series concerned, these representing the trend, and to repeat the
regressions.  Since there is no reason to expect a seasonal cycle in the data, and
therefore to take a l2-month moving average, regresaions were carried out for all
moving averages from 2-term to 6-term, which gave for the first equation, in order :

Zma Zma 3
DIS, = 40LB+ 0.737 FOB ;. R°=0.374 (6)
(1.13) (4.44)
Ima ima 2 '
DIS;, = 3234 + 0.773 FOB :+ R“=0.419 M
(0.94) (4.81) :
4ma 4ma 5 |
DIS , = 394.6 + 0.740 FOB ;. R4=0.430 {8 |
(1.21) {4.84) f
5ma Sma }
DIS |, = 460.6 + 0.709 FOB :  R%=0.437 T
(1.46) (4.82) |

The highest coefficient of reliability in fact proved to be that for the 6~term moving |
average, just, so we may select this one and add the two other equations corresponding
to this ¢
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6ma 6ma
DIS, = 5343+  0.675 FOB_ 3 R?=0.444, DW =U.11 (10)
(1.78) (4.81)
se = 256.5; se =0.130
tma 6ma
DEAp = 5839+  0.433DIS ; R%=0.278, DW= 0.11 (11)
(2.28) (3.30)
se = 256,5; se =0,130
éma 6ma
DEA, = -133.4+  0.736 FOB ; R%=0,781, DW = 0.27 (12)
(~0.86) (10.18)
se =154.7; se =0.072

These are estimated average relationships subjpct to considerable sampling error,
particularly in the second case. The coefficients of determination are higher in all
three cases than the corvesponding equations (1), (2) and (3), so there is some
improvement in the reliability of estimation. The regression coefficients for the
independent variable have also increased significantly in all three cases, suggesting
that there are indeed time lags which have now been picked up, so that a greater
proportion of changes in price are passad on from one level to ancther if more Hme is
allowed,

Thus, for changes in the export price, including bounty, 74 per cent, on average, is now
estimated to be passed on to growers, compared with 41 per cent in the short run, The
actual value will be within two standard ervors (2 x 0.072) of this value 0.74, i.e.
between 0.59 and 0.88. This suggests that despite the high degree of wmarket
concentration, as measured by market shares, the system as a whole exhibits a
reasonable degree of competition which might be described as "workable
competition”, Secondly, since the coefficient relating exporters' DIS price to
exporters' FOB price, 0.675, is much greater than that relating the price received by
dealars to that paid out by them to growers, 0,433, we may conclude that competition
is rather weaker and discretionary pricing power greater among dealers than among

exporters,
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Tahle 53
Inter-carclations bil:wem local fermentary prices,
Gaulim, BEast New Britain

Means and standard deviations
Standard Coefficient
Variahle Mean deviation of variation
{Kina) {Kina) (per cent})
Dealers' prices, ENB (DENB) 46,3 0.7 1.6
Price at fermentary 1 (Fl) 43,5 2.3 5.3
Price at fermentary 2 (F2) 429 2.5 5.8
Price at fermentary 3 (F3) 45.8 2.9 6.3
Prce at fermentary 4 (F4) 37.9 1.3 3.4
Price at fermentary 5 (F5) 45.4 0.6 1.2
Inter-oarelations
DENB and F1 r=-0.01 (n=18%
DENB ang F2 r= 0.09 {n =190)
DENE and F3 r= (.40 (n= 42)
DENB and F4 r = 0.07 (n= 51)
DENB and F5 r= 0,22 {n = 149)
Fl and F2 r= 0.73 {n =189)
Fl and F3 r=-0.27 n= 42)
Fland F4 r= 0,26 (= 51)
Fl and ¥5 r=-0.30 (n =149}
F2and F3 r= 0,57 n= 42)
F2and F4 r =-0.45 (n= 51)
F2 and F& r=-0.06 {n =149)
F3 and F4 r= 022 n= 12
F3and F5 r= 0.00 n= 30

Note: 1. Fermentary 5 is not in Gaulim but locataed nearer to Rabaul.




Tahle 54
F.0.b. grices received and dry bean equivalent prices paid by Sepik Cocoa Growers Association (SCGA), 1984-86 {March)

Apmxrox, £.0.h. prices rec'd SCGA Rabaul Dry bean equiv, of wet Implied SCGA Comparable dealars’
by SCGA based on contracts wet bean  dealers’ mean bean price paid by margin, margin in Rabaul,
rec'd (mean of contracts price at wet bean SCGA at main depct, monthly monthly

Year/ during month) main depot price monthly average average average.
Month (K/Acnne) {toea/kg} (toea/kg) {K/Aonne) (K/Aonne) (X Aonne)
1984 J 1872.5 35 46.4 1125 747.5 586.1

F 1802.5 35 49,1 1125 771.5 364.4

M 1954.7 35 47,0 1125 829.7 489.2

A 1837.2 35 44.3 1125 712.2 511.2

M 2025.6 35 46.0 1125 900.6 733.8

J 2060.0 35 46.0 1125 935,0 542.1

J 1824.0 35 45.2 1135 699.0 406.6

A 1840.0 35 46.4 1125 715.0 526.2

S 1975.0 40 49.5 1250 725.0 532.2

o 1806.7 40 494 1250 556.7 350.8

N 1812.0 40 47.1 1250 562.0 420.5

D - 45 46.0 1375 - 379.7
Anmual average - - - - 741.8 4431
1985 J 1800.0 45 47.2 1375 425,0 584.0

F 1815.0 45 49.0 : 1375 440.0 643.0

M 1927.9 45 50.2 1375 552.9 500.0

A 2018.8 45 50,2 1375 643.8 4320

M 2060.8 45 50.0 1375 685.8 427.0

J 2002.5 45 48.0 1375 627.5 485.0

J 1890.8 45 47,7 1375 515.8 527.0

A 1989.3 45 43,3 1375 614.3 524.0

s 1937.7 45 49,0 1375 562.7 566.0

0 2018.8 45 49.0 1375 643, 486.0

N 1992.8 15 45,0 1375 617.8 542.0

D 2011.0 45 50.5 1375 636.0 596.0
Arnmual average - - - - 580.5 526.0
1986 J 2060,0 45 51.0 1375 685.0 633.0

F 1997.,5 45 50.7 1375 622.5 499.0

M 1980.0 45 48,7 1375 605.0 514.0
Av, fior quarter - - - - 6375 548.7

Average, 1984-86 - - - - 655.3 4917
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Table 56
Mean and standard deviation of monthly average and
daily cocoa prices, East New Britain, 1985-87

Coefficient
Mean Standard  of variation
X/ deviation (ad/x )
tonne) (K Aonne} (per cent)

Monthly data

P.o.b. export price, excl. bounty 1807.9 230.6 12.8
F.o.b, export price, indl. bounty 2134.2 75.9 3.6
Exparters' DIS pdce 1974.8 85.2 4.3
Dealaxs' equivalent dry bean price 1440.0 43.7 3.0
Exparters’ margin 159.2 711 44.7
Dealers' margin 534.8 73,7 13.8
Daily data

F.o.b. expart price, incl. bounty 2142.6 79.6 3.7
Exporters' DIS price 1976.7 96.4 4.9
Dealers’ equivalent dry bean price 1439.3 44.6 31

Soroe; Data in Table A.3.
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Chapter 10
COOPERATIVES AND BUSINESS GROUPS

The lack of bulk-building in the marketing system, particularly in new cocoa producing
areas where individual hdldings and congignments are small, suggests that the
formation of groups or cooperatives, able to assemble bulk deliveries, wauld be a good
salution, In such areas, also, the lack of independent entrepreneurs in a position to
provide the required marketing sexrvices, points to some kind of “pint village action.

In fact, though historically important in the development of cocoa, cooperatives and
groups in Papua New Guinea as a whale were in apparent decline over a number of
years, the propartion of the smallholder crop processed by group companies and large
cooperatives falling from 65 per cent in June 1968 to 19 per cent in May 1977. Over
the last decade their share seems to have stabilised (Table 57),

It is necessary in discussing the cogperative marketing of cocoa in Papua New Guinea
to distinguish between large cooperative companies, which may also be "umbrelia®
organisations embracing a large number of separate village groups, and smaller
independent cocperatives ar "business groups”., A mong the former are the New Guinea
Islands Produce Company, which developed cut of the Talai Cooperative Project in
East New Britain but which operates very much along the lines of an ordinary
commercial company, with strong, independent management, and the Sepik Cocoa
Growers Association (SCGA) which pionecered the devdopment of cocoa in East
Sepik, As we have seen in our discussion of Malaguna, PilaPila and Nonga trading
companies in East New Britain some groups were formed essentially as a vehicle for
transferring ownership of previously overseas—owned trading enterprises and are not
marketing cooperatives in the usual sense of marketing the preduce of cooperative
members themselves. Dissatisfaction with the functioning of small rural cooperatives
led to a Commission of Enguiry into Cooperatives, reporting in 1973, and thence to
changes in legislation in 1974 when many active cooperatives were registered now as
"cooperative companies” under the Companies Act. Associated with this was the
registration of "business grours", generally based on customary or clan groupings, but
legally recognised as company-type corporations. The use of the term "cooperative” is
now actively discouraged and has aoquired negative connctations among the growers
themselves, and maost new operations are launched under the designation of a business
group. Whether this is the carrect approach may be considered hriefly here,

Within our survey, househdlds were asked whether they did in fact sell their cocoa o
copra separately as individuals ar as part of a group (Table 58). The percentages
selling separately were, respectively, 82 and 89 per cent. The incentive to sell
through a group is greater with cocoa where individual consignments are small and
mare perishable compared with copra where individuals find it easier to accumulate a
sufficiently large number of sacks to fill ar half-fill a vehicle.

To assess current attitudes growers were asked whether they considered it "a good
idea" to form a business or family group or a cooperative (Tahle 59). The switch of
preferences is indicated by the fact that 75 per cent responded positively in the case
of business groups, compared with just 40 per cent far cooperatives. Significantly the
negative assessment was greatest in East New Britain, 78 per cent compared with 55
per cent elsewhere, where there has been the longest experience of cooperatives,
Since closer examination of some of the business groups in the field revealad them to




~ B89 -

be cooperatives, essentially, based on memberships of 60, 80 or a 100 growers very
often, a further question was asked to discover whether their liking or dislike of
cooperatives was at least based on a clear appreciation of the difference between the
two. Of those answering just under half did have a carrect understanding (Tahle 60).
This is encouraging, even if at the same time a substantial proportion were not able to
Mentify the difference. The most impartant negative obiections to cooperatives stood
out clearly enough (Takle 61) as "mismanagement” {(55), "conflict of interest among
those invalved” (43), "too many peorile invalved" (40), "independent effart and reward
preferable” (17} and "failure of past experience locally" (15), The fact that the
reasons for taking a negative view of business groups were less frequently specified
{Tahle 62) itself suggests that this view was less strongly felt. No individual reason
stood out either, as was the case with cooperatives.

Befare commenting on appropriate palicy towards smaller cooperatives and groups, we
need to consider what has been the experience of the major cooperative associations,
in particular SCGA. The experience of the SCGA is of special relevance where, as in
many developing cocoa areas of Papua New Guinea, the problem is to promote and
accelerate the expansion of cocoa in areas where production is still embryonic, Asa
brief history of the company recalls (SCGA 1982) the Association was initiated by
growers "with the basic aim of providing marketing facilities for the large population
of cocoa growers who produced insufficient quantities of cocca beans to carry out
their own individual fermenting and drying.*

The basic structure of the SCGA is of a central organisation supparted by a large
number of village-based or clan—based units, Each clan elects its representative to
serve on the board of directars of the Association, which as a result currently (in 1988)
has 39 directors. One director may represent two or three villages ar, if they are
small or sub-villages, seven or eight, Growers may deliver their cocoa directly to the
central depot in Wewak ar to buying clerks at the sub-depots of Urip and Handara; ar
the village groups may assemble produce for roadside buying in the villages by the
buying clerks or contract buyers, The clerks fallow a given itinerary for the collection
o wet bean, with the villages visited weekly ar fortnightly in fixed sequence at some
300 separate buying places, over an extensive region in both provinces, coastal and
inland,

At one time the SCGA had 130 contract buyers in place, comprising 80 groups and 50
individuais. A large proportion, however, never operated, or dropped out quickly, In
1985 only 6 of the 50 individuals remained. These were people with their own vehicles
and finance for crop purchase. In the case of groups, these would aim to cover their
own area first, but to purchase from neighbouring villages if asked.

Two aspects of the original establishment of the Association need to be noted : first,
that it depended on promotion and assistance by the Divisions of Primary Industry and
Business Development, and second that it was based on the simultanecus mobilisation
of a substantial number of villages, meetings being held in the villages to gain
acceptance and to collect membership fees of X10 per share, to form the share capital
of the Association. This was registered in October 1973, with drying and fermenting
operations commencing in June 1974. With the establishment in this way of a
mocessing and marketing infrastructure, turnover increased rapidly until 1979.
Problems then arcee as established processing capacity could no longer cope with the
valume offered and, despite establishment of additional fermentaries at Urip and
Bandara in 1979, management problems led to a substantial proporton of vaume
being rejected for export in early 1980, leading to a loss of 140,000 in the financial
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year. Recognition of the critical importance of management led to the appaintment
of a new, experienced general manager, which brought impravement.

The status of the Association as a cooperative under the Cooperative Society's
Ordinance was also considered a handicap in securing credit and, in July 1981, it was
registered as a limited company. In 1982 this had mare than 5,000 shareholders and
about 18,000 associated cocoa growexs in East and West Sepik. In 198l a subsidiary
company was established, Sepik Cocoa Growers Exparts Pty. Lid., which ran additional
businesses, Only once, however, did it attempt to enter the export trade, exporting
just 105 tonnes in 1983, Generally the Association has exported via Angco in Lae,
New Guinea Cocoa in Rabaul, or Rabtrad in Madang. It seems advisahle that the
Association, and any counterparts elsewhere which may be established, should steer
clear of the expart business as this only imposes further strain on limited managerial
capacity and requires international contacts and knowledge of a volatile overseas
market. With Angco now established in Wewak and purchasing dry bean from other
fermentaries as well, this appears even less necessary.

Though the number of associated growers has continued to increase, and was
estimated as between 30,000 and 40,000 in early 1988, managerial and financial
problems have multiplied, culminating in a forced temporary closure early in the
year, At this time records and accounts were in a poor state and the company
appeared to lack the staff and arganisation required for the goals set.

One factor has been the size of the board, with 39 members, too unwieldy for
decision—making. As noted previously, pricing by Sepik Growers has not moved in line
with prices in East New Britain, which follow mare closely world market demand.
Given SCGA'Ss dominant pasition in the market and its rale of price leadetship, this
mis~pricing has wider consequences, Palitical interference with decision-making has
also occurred, making it difficult for the manager to reduce his price in line with
prices being received, Thus during 1987 Sepik Growers were buying at K1,500 per
tonne and selling at K1,350 per tonne for about six months, precipitating the crisis
which followed. Similarly directars have insisted on the payment of rebates !
{dividends) when these were not warranted by the financial perfarmance achieved,

aAllowances paid to directors for attendance at meetings have imposed a significant
burden. With allowances of K229 and K191 far the chairman and vice—chairman
respectively, and K60-80 far directors, an attendance of 30 implies a cost of some
K2,500 per meeting, Since fifteen mestings were held during 1987, toral charges may
have amournted to K 30-40,000 (US$50-60,000).

One should mention other influences associated with SCGA'S dominant position locally,
reinfarced by its widely spread netwark of associated directors. This influential
position has undoubtedly contributed to the general policy pursued of imiting the issue
of fermentary licences and the centralisation of processing in the region. This in tum
has resulted in roadside buying of wet beans becoming the estahlished system of
purchase and marketing, a system which has been taken up by the new entrants into
the industry such as Lus Development Carparation.

The important question is where do we go from here, as regards cooperatives and their
Mace, if any, within the market structure. This can be considered on the basis of the
SCGA's own record, as descrbed above, and the cbserved changes in the external
situation in which it finds itself, specifically the inroads made into its market by the

inereasing number of small fermentaries. .
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Notwithstanding the problems which have arisen, there is no denying that the SCGA
~ was instrumental in establishing cocoa production in East Sepik. This approach
¢ therefore remains relevant far regions in similar development sitnations to that of
5" Emat Sepik in 1973, that is, it can provide a basgis in new regions where a mechanism is
needed far the mobilisation of growers and rapid establishment of market
infrastructure in the absence of an estahlished net work of traders,

¢ With some 70 to 80 appiications for new small fer mentaries last year, substantial new
¢ inroads on SCGA's market can be anticipated every year, however. BRIl new
b fermentaries sold their dry beans to Angco last year. The increase in the number of
' independent fermentaries may indeed have influenced Angco in establishing a
permanent presence in Wewak,

This itself would call for a substantial reduction in its scale of operations had this not
been indicated in any case by the cbserved diseconomies of large-scale operation
#fecting management. The scope for streamlining its activities, perhaps with a
popartion of villages hiving off to form their own arganisation, might be investigated,
& the same time as the detailed economics of individual roadside buying runs are
examined.

The Lus Develnpment Carporation runs on small similar lines. Tts main focus has been
on coffee, the corporat:n.m only coming into cocoa marketing in 1986. The Corporation
iself was started in 1975 with an initative from (Sir) Pita Lus, who was instrumental
in mobilising village groups. Like SCGA a membership subscription of K5-10 provided
the initial capital of K100,000 collected from some 32,000 pecple, with which it was
pessible to purchase a coffee factary.

L operates a business group system with roadside buying. Groups callect produce
from the growers and arrange a special day on which Lus will collect the cocoa. It is
sipparted by mare than 100 groups of coffee growers, and in 1988 by 134 groups in
all. An advantage has been that the same groups could be used far cocoa as already
established for coffee, while the availahility of coffee as a high-valued crop makes an
impartant contribution to the financial security of the system, Direct collection from
the groups is limited to about 50, however, mostly along the Sepik River in Maprik,

Some large village groups have as many as 1,000 members, but mare are about 300 in
gize and include many family business groups. The groups have their own directars
with chairman, secretary/treasurer and three committee members, A collection of
10-20 gqroups may elect a director of Lus Development, which therefore has only 11

directars, compared with 39 for SCGA. Dividends are paid to groups. :

Originally groups wete being advanced crop finance for the purchase of coffee.
However, very few of the 134 groups are operating as they should, many experiencing
poblems of financial management and specifically with particular managers.
Prablems developed with the increase in the number of groups in 1979 and 1980. Crop
finance was stopped in 1981 and the quaranteeing of loans for vehicles in 1983,

This experience parallels that of SCGA, and raises similar gquestions, though Lus is of a
nare manageable size. In this case management problems have been apparent, on the
other hand, even at the group level, Tt remains based on the cdllection and transport
o wet bean, through roadside buying in part, and leaves open the question whether
distributed smaller fermentaries under which the transpartation of bulky wet bean is
minimised are not mare economic.
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In Bast New Britain the issue is the viability of independent small marketing business
groups and cooperatives operating a small fermentary rather than of large
asociations, A feature in some cases has been inexpert pricing. Thus one cooperative
ﬁsﬁted,ﬁ]lpmﬂghtmpartcfanagreementwithanexportﬂ,haibeaipaﬁng
growers 30 toea per kilogram over an extended period when the going rate in Rabaul
and available to members selling to nearby independent fermentaries was in the area
of 45 toea per kilogram. The motivation here is rapid accumulation of finance far
investment : but shows ignorance of the principles of competing in price with rival
firms to ensure tumover and of investing only out of profits. A further weakness has
been a tendency to over-expenditure on vehicles and equipment,

The official tendency to favour business groups as opposed to cooperatives may not be
justified : many of the designated business groups as already mentioned, are composed
of 60 or 80 members, rather than closely—knit groups, and are closer in nature to
ardinary marketing cooperatives. In a number of cases they have been able to secwre
crop finance from expartess on the basis of crep delivery contracts and have |
functioned usefully as intermediaries, paying cash to growers. In many parts of Papua .
New Guinea churches and missionary organisations have played a role in establishing
groups and these have often been more durable. The effectiveness and durahbility of
groups appears to be variable but it seems important to recognise that they may :
indeed play a paositive role; that they deserve more positive extension advice and
support than they appear to have received; that smallex, cohesive groups are mare
likely to be effective; and that they should be assessed on the basis of their own
individual perfarmance.

Table 57

Pemem:agecfsma]]hddercrop[.tocaaedbygrupmmpmies,
traders and individuals, Gazelle Peninsula

Large cooperatives
Period ar group companies Traders Individuals
June 1968 65 30 5
June 1972 25 53 21
June 1973 39 45 16
December 1974 49 27 23
September 1975 29 16 55
July 1976 22 16 62
May 1977 19 33 48
Year 1987 20 29 51

Saarces: Produce Inspecton figures, Department of Agriculture and Livestock, |
Rabaul.
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Table 58
Was your (ast) consignment sald individually or
as part of a group?
East West West West
New East Sepik Sepik Sepik
Britain Sepik coast  inland  far west Total
No, L
Coooa
Beparately 33 76 83 28 32 252 821
Part of & grRIp
(unspecified) 31 5 1 0 0 37 12,1
Sak together with that
of a few other pecple 8 1 0 0 0 9 2.9
Sdld as part of
family group 0 1 1 2 5 9 2.9
Total, cocoa 72 83 85 30 37 307 100.0
Coxra
Separately 40 22 77 2 2 143 88.8
Part of a groyp
{unepecified) 10 0 4 0 0 14 8.7
8ald together with that
of a few other pecple 3 0 0 0 0 3 1.9
Sdld as part of a
family group 0 0 0 1 0 1 0.1
Total, copra 53 22 81 3 2 161 100.0
Not answered
Cocoa 2 4 14 8 21 49 -
Copra 17 26 18 32 58 151 -
Note: 1. May include consignments by individuals tempaorarily sharing a vehicle

for delivery purposes ar for whatever reason, not forming part of a
farmally constitited marketing group.
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Tahle 59
Is it a good idea to form a business or family
group/cooperative?
East West Wesk West

New East Sepik Sepik Sepik

Britain Sepik coast inland  far west Total

No. %
Business graup
Yes 64 71 65 23 21 224 49
No 12 6 24 14 19 75 25.1
Cooperative
Yes 16 40 37 8 18 119  40.0
No 47 34 40 24 26 181 60.0
Tahle 60
What i the difference between a business group
and a coopecative?
Per cent of

Answer No. Per cent those answering
Carrect distinction 89 37.4 46.6
Incorrect distinction 16 6.7 8.4
Unclear distinction 16 6,7 8.4
Don't know 70 29.4 36.6
Not answered 47 19.7 -
Total 238 100.0 100.0
Note: 1. The critical difference being taken as the number of associates o

members involved, though the smaller number associated with a |
business group wauld be expected to permit more independent,

flexible management and decision-making.




Table 61
Reasons for supparting/not supporting idea of cooperatives

No, of No. of
Peaitive Responses Negative Regponses

EEvwew w4 cupwwme

Easy to crganise and manage

Quality of cooperative depends on members
Goad to wark together

Gocod for long term

Good means of securing higher prices
Can't sell copra/cocoa quickly without

a cooperative

Would help with respect to transpart.

and purchase of bags

Can get financial assistance from govt,
Stronger use of cooperation among Talai
Bettar than business group

Mare people, may have good business ideas

1. Mismanagement 50
2. Mismanagement/past experience 5
3. Failire of past experience in area 15
4. Instabhility of grours 1
5. Hard to organise and manage 6
6. Too many people invoived 40
7. Everyone would want to be boas 3
8. Conflict of interest 43
9. Big producers would be supporting small 1
10. People not prepared to cooperate/oriented
towards cooperation
11. Cooperation betwaen clans is not good, different
ethnic groups
12, People prefer idea of independent effort and
reward 1
13. Grower sells to highest bidder
14. Lack of honesty, stealing
15. Lack of understanding between members
16. Don't trust other people
17. Does not trust non-family
18. Lack of leadership
19. Pecple cutside family clan invalved
20, Nlireracy problem
21. Does not want to invest money
22, Costs too much to join
23, Prices paid are too low
24, Norr—payment of dividends
25. Unsatisfactory prices, dividends
26. Ask for contributions without giving any
ratirn
27. Delay, bureaucracy in paying out
28, Not profitahle
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Chapter 11
THE ECONOMICS OF ROADSIDE BUYING

One of the major points of contrast between cocoa marketing in East New Britain and
in East and West Sepik is the impartance of roadside buying of wet bean in the latter,
It is worth commenting on this separately since it is an aspect of marketing that is
commonly criticised. And it is an important element of crop marketing in Papua New
Guinea as a whale. It was cbserved in 1982 that about 58 per cent of the total coffee
arop and 73 per cent of smallholder coffee production was marketed in this way
{Coffee Industry Board 1982, p. 33). While this report on the coffee industry took a
comparatively benign view of the phenomenon, the more recent repart on the cocoa
industry itself (Cocoa Industry Investigating Committee 1987, p.9) recom mended
gmply "no roadside buying” {(recom mendation 14).

As the farmexr report states (p,37), the usual basis for criticism is that roadside buying
is unregulated and contributes to deteriorating quality, in the case of coffee and maore
generally. Since the Cocoa Industry Investigating Committee did not find evidence of
deteriorating quality its recom mendation is surprising, A particular problem in Papua
New Guinea is that threat of assault makes it difficult for produce to be sorted and
discriminated in terms of price at the roadside. But as both reparts acknowledge,
official roadside inspectors might be in no better position to enfarce discriminating
purchases. This does possibly constitute an advantage of purchase at fixed paints such
as central or local fermentaries : this begs the question, however, of the
transportation of wet bean to these paints, and its costs,

It is more useful to consider two different potential effects : (a) the effect on
competition in marketing and (b) the net effect on transportation costs, The former
effect shauld be positive here as in the case of coffes, where the Coffee Report states
(Coffee Industry Board 1982, p.35) that "in the main growing areas, buyers should be
kept honest by the intense level of competition, with sellers having the opportunity to
sall to ten or mare buyers during the course of a day". In East Sepik the number of
buyers is less but their multiplicity is already appreciated by growers, who also do not
face the same risk of being unable to dispose of their produce.

Compared with individual growers carrying their own produce to export points such as
Wewak, roadside buying will also reduce transpart costs by allowing some degree of
bulking and fuller capacity utilisation of vehicles, While the basis of pricing in East
and West Sepik does not appear entirely rational, as we have seen, growers in villages
served by roadside buyers appear to have enjpyed significantly higher net prices for
their mroduce than cothers (Table 25). It is clearly the greater distances between
grower and export point in East and West Sepik compared with East New Britain which
have fostered the development of roadside buying.

Compared, on the other hand, with a marketing and processing system based on
distributed small farmentaries, roadside buying involves the movement of bulky wet
bean over long distances. Thus transport costs may fall as the latter system is
developed and a greater proportion of the crop is transparted as dry bean : it would
not make sense, however, to prohibit or restrict the practice of roadside buying in
advance of such development,
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Chapter 12
DEVELOPMENT POLICY FOR NEW COCOA PRODUCTION

As noted at the outset, only a small proportion of land with potential for cocoa is
currently under production and in many of the potential regions production is stiil
embryonic. There exists here a "vicious circle” in that the growth of production is
handicapped by lack of roads and marketing arganisation while in turn low volume of
output makes development of these less economic, Despite this, if a substantial spart
in production can be achieved, improvements in processing and marketing organisation
can be expected to fallow over time, Tt is warth giving some consideration to what an
apgropriate development palicy would be.

Different approaches are being pursued simultanecusly in different parts of Papua
New Guinea in fact. The first is that of cocoa blocks, based on resettlement, An
example is the Pes Land Development Scheme arourd Paro in West Sepk, Although
this was initiated in the mid=-1970s by 1988 only 199 blocks had been developed of
which 65 only were occupied by setflers, Of these 12 were in good condition (6 per
cent of the original 199), 22 were relatively new and 31 had been previously developed
but were not now in good condition. Three weaknesses may be identified, falling into
the three categories which are common to so many settlement schemes thraughout the
world. There had been poar technical glanning, so that in 1988 many wanted to leave
their plots, complaining of fooding, poor soils, pests and diseases. There appeared to
have been little monitoring and evaluation of the scheme, the last survey having been
made in 1982, despite the mulbplication of these problems. Thirdly, the plots
allocatad were too large, at 8 to 15 hectares (equivalent to 1,500 - 4,000 trees). This
is not only inequitable but created prablems of lack of finance far hiring labour and
difficulties in bringing in labour from the settlers' home area. In fact an area of two
hectares ar leas of hyhrid cocoa (some 500 trees or s0) will exhaust the labour of an
average family*. A survey in May 1985, of local villages standing cutside the scheme
showed that 83 out of 150 (55 per cent) of housshalds owned less than 300 trees, with
only 12 per cent owning mare than 600.

A second apgroach is that of the Angco-Dev individual blocks, Angco-Dev is a
development wing of the leading exparter, which is attempting in collaboration with
the Agriculture Bank to promote efficient small-scale production, The typical
smallhclder js not the target producer : participants must pay agency fees to Angoo-
Dev of K6,000 for a 20-hectare block, Vexry strict requirements are imposed on
applicants, who must have a block with executed survey, registered or pending ttles
and equipped with access roads. Angco-Dev itself plants the trees, which makes it
easier for those who have the wealth in the farm of land or capital to develop the
block using hired labour : one might say the scheme is directed towards owners rather
than "doers", existing smallhdlders, This is perhaps the lsast appropriate scheme if
the cbjpctive is to achieve wide development of cococa. The bureaucratic
requirements are certain to mean rather slow expansion of area; the size of individual
block aimed at is bound to add to existing inequity, apart from advantages gained in
access to finance; and the top-down approach to farm planning and development
appears paternalistic, seeking to satisfy technical rather than economic maxima, Such
aschemes are likely to have very narrow participation and make only a minimum
quantitative difference to the aggregate annual rate of increase in cocoa area.

The third, more appropriate approach is typified by the Smallhalder Cocca and
Coconut Rehabilitation and Expansion Project (SCREPP) established in East New
Britain. This developed out of the National Public Expenditure Programme, started in

* Industry sources say that these officisl figures imply low planting density and labowr |
productivity. Editor
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1978, By the end of 1987 it embraced some 5,000 to 6,000 farmers with an average of
. 0.5 hectares : farmers are nat eligible for a second half-hectare so long as other
j. villagers are queuing for assistance. In comparison the target sizes of cocoa block in

the previous schemes described are 30 to 40 times as great. There is also substantial
Invdvement by the development agency, in this case the Department of Agriculture
and Livestock (DAL), but here with much closer participation of the farmer. Clear
felling of land is carried out “rintly by smallhalders and DAL teams using axes and
chainsaws, Subeequently, the block is marked cut by the department and shade trees
designed and planted by the department, but farmers plant the cocoa trees
themselves. An impartant element is that planting materials are supplied by DAL
hurseries while, more paternalistically perhaps, fertilisers and chemicals are supplied
free by the department for the life of the project. Central nurseries now exist
thronghout East New Britain. Some village groups have developed their own nurseries
for sale, trained by DAL, and have made substantial profits, though it is reported that
they tend to break up once DAL withdraws from close participation. The depart ment
has established 20 to 30 such groups, and others have been initiated through
community government intervention,

In selecting or designing a development programme in a new area it is important to
appreciate the existing situation from which we are working. In Aitape District - the
most impaortant cocoa-growing district in West Sepik Province - 15 per cent of
househalds in a sample owned 65 per cent of the cocoa trees, while the least well-
endowed 42 per cent of househalds owned just 6-1/2 per cent of the trees (Tahle 63),
indicating a high degree of stratification. In relation to the target areas being used in
settlement schemes it may be noted that about two-thirds of growers in the sample in
West Sepik as a whale owned less than 300 trees, the modal halding having just 166
frees.

The same paint may be made with respect to coconut production. Because cocomits
have long been established in Papua New Guinea, and because they serve as a
subsistence food crop also, one would expect to find a much more equitable
distribution of these trees. In the same sample, however, 4 per cent of househalds
were found to own 69 per cent of the trees (Takle 64), The figure of 4 per cent is
migleading, however, since some of the areas are unsuitahle for coconut production,
and here all househalds will have a zero halding, But even when these are excluded, 17
per cent of househdlds own 69 per cent of the trees owned. Thus stratification of
ownexrship is Jst as great in respect of coconuts as with cocoa.

This data is still somewhat misleading since some households may also ar instead own
coffee trees. Accordingly an index of ownership of all three tree types was calculated
(Table 65), giving coconut trees a one-third weight compared with the other two. This
showed 10 per cent of househdlds owning 48 per cent of the trees, and the poarest 52
per cent of househalds owning 12-1/2 per cent of trees, The high degree of rural
gratification thus appears genuine. It is likely that a similar situation exists in East
Sepik and other tree—crop areas.

Taking this into account, and the evidence of the cocoa promction programmes
reviewed, it is evident that a conscicus effort must be made to develop on a broader
front, using a frontal rather than narrow approach to expanding cocoa production.
Nurseries are dlearly essential to such a frontal approach aimed at maximum
participation by growers and should constifute a key compaonent.,

As observed earlier, though smallholder cocoa production in Papua New Guinea
appears to have expanded at a very satisfactory rate, this expansion has been highly
concentrated in a few regions, Expansion in Bast Sepik has been comparatively
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: encouraging, It would provably not be accurate to say, however, that this was the

2 result of a well-conceived agricultural development programme, The restrictive

| palicy pursued towards licensing of new fermentaries has probably acted as a brake on
expansion and the agricultural extension etfort in the area remains weak and office-
based. A majr influence on expansion, espec:alemthemtmlphaseofcocoa
development, has been Sepik Cocoa Growers and what i significant here is the way in |
which mass mobilisation of villagers was achieved through the medium of village and
clan groups. This suggests that a frontal approach to cocoa development should be
based on group extension using village units and shaould be directed towards all village
members including, and perhaps especially, those without many trees. This is an
opposite palicy to that being pursued at the moment by DAL in Vanimo far West Sepik,
which is using a 2-hectare minimum guideline for recommended invalvement in cocoa
production. This is unrealistic as well as undesirahle, given that it would exclude
about 80 per cent of present househalds (Takle 63).

Table 63
Percentage size distribution of ownership
of cocoa trees, West Sepik

Aitape Lumi Nuku Vanimo
No. No. of No. of No. of No. of
of hh trees hh trees hh trees hh trees
trees ] % ] % L] % % %
0 - - 9.7 - 23.4 - 6.1 -
1-19 - - 1.4 - 3.6 0.1 15.2 1.1
20~ 11.1 0.5 6.9 1.1 1.2 1.0 18,2 4.2
42.2 6.6 66.3¢
50 - 12,2 1.1 12.5 3.8 14.4 3.3 121 5.6
100 - 15.6 2.6 i8.1 9.4 216 10.2 24,2 21,0
200 - 7.8 2,3 16.7 15.4 8.1 7.0 6.1 9.3 |
300 - 18.9 8.2 20,8 29.8 5.4 7.5 9.1 20.2
500 - 8.9 6.5 8.3 17.8 4.5 9.0 9.1 385
700 - 4.4 4.2 2.8 7.6 6.3 19.3 - -
1000 - 6.7 8.9 - - 0.1 3.2 - -
1250 - - - 1.4 6.9 0.2 8.4 - -
r .
1500 - 7.8 16.3 1.4 8.2 0,1 6.3 - -
2000 - 2,2 7.3 - - - - - -
3000 - - - - - 0.1 119 - -
4000 -~ - J - - - 0.1 12.8 - -
15.6 < 65.6 6.5¢
5000 - 1.1 % 7.3 - - - - - -
6000 - 1.1 10.6 - - - - - -
8000 and
over 2.2 24.0 - - - - - -
L .
Neo. in
sampie 90 72,528 72 19,403 111 31,689 33 4,912
Maode (No, of
trees) - 335 - 208 - 108 - 100

Saurce: West Sepik Development Project, 1987 survey.
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Table 64
Percentage size distribution of ownership of
coconit- trees, West Sepik
Aitape Lumi Nukn Vanimo Total
No. of No. of No. of No. of No. of
hh trees hh trees hh trees hh ftrees hh trees
% % % % % % % % - %
255 - 100 - 98.2 - 90.0 - 76.5 -
3.3 .- - - - - - - 1.0 -
6.7 6.5 - - 0.1 9.8 - - 2.3 0.6
10.0 1.8 - - - - 3.0 17.1 3.3 2.0
16.7 6.2 - - - - 3.0 309 5.2 6.5
8.9 5.2 - - 0.1 90.2 3.0 52, 3.3 6.3
10.0 9.0 - - - - - - 2,9 8,9
5.6 1.2 - - - - - - 1.6 7.1
2,2 4.6 - - - - ~ - 0.7 4.5
2.2 5.7 - - - - - - Q.7 5.6
2,2 7.2 - - - - - - 0.7 7.1
1.1 4.1 - - - - - - 0.3 4,0
3.3 j18.2 - - - - - - 1.0 J17.9
133 < 701 3.9¢ 68.8
- A — — — —_— —_— — —-— — ™ —
1.1 11.3 - - - - - - 0.3 11.1
1.1 19.0 - - - - - - 0.3 18.6
N L
90 36,921 72 - 111 246 33 450 306 37,617
Mode (No. of
- 127 — —_ — - - - - -

West Sepik Development Project, 1987 Survey.
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Table 65
nﬂs:ctownemtﬁpcfcuom,cwmxandaﬁeetmesl,
Went Sepik
Aitape Lumi Nukn Vanimo Total
No. No. of No. of No. of No. of No. of
of hh trees hh trees hh trees hh trees hh trees
trees 3 $ % % 3 % % ] % %
0 - - - - 18 - 30 - 1.0 [ -
1-19 - - - - - - 15.2 L.0 1.6 v
20~ 4,4 0.2 42 04 45 04 182 4.0 J 5.9 0.4
52,2 126
50 - 8.9 j 0.6 11.1 1.9 8.1 1.3 121 5.3 9.5 1.2
52.2 101
100 - 17.8 ] 25 8.3 2,7 25,2 7.4 21.2 16,5 18.6 4.4 1
200 10.0 2.5 16.7 8.8 20,7 11.0 121 176 15,7 6.6 7
300 - 11.1 4.4 27.8 216 1l6.2 12.7 9.1 197 16.7 105
500 - 6.7 4.0 12.5 158 1.2 8.8 9.1 359 8.5 8.3
700 - 15,6 13.0 5.6 9.7 3.6 6.6 - - 7.2 10.3
1000 - 7.8 8.8 6.9 16.2 4.5 106 - - 5.6 10.6
1250 - 2.2 3.1 2.8 8.2 3.6 9.7 - - 2.6 5.9
1500 - 5.6 9.7 4.2 14.7 0.9 2.9 - - 2.9 8.5
2000 - 4.4 10.5 - - 0,9 1,1 - - 1.6 6.5
3000 - 1.1 j 3.6 - - 0.9 6.5 - - 0.7 )37
17.8 4 64.1 9.8! 433
4000 - - 0 - - - 1.8 17.0 - - 0.7 }5.0
5000 - 11 5.8 - - - - - - 0.3 29
6000 - - - - - - - - - - -
8000 - 2.2 19.4 - - - - - - 0.7 %.8
10,000 -
11,999 L1 (119 - - - - - - | 0.3 6.0
No. in
sample 90 91,504 72 34,074 11153361 33 5,272 306 182,76l:
Note: 1. Cocoa and coffee trees given equal weight, coconut trees given ones

third weight.

Somce: West Sepik Development Project, 1987 Survey.
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Chapter 13
GOVERNMENT SUPPORT PURCHASING OF COCOA AND COPRA

In many parts of Papua New Guinea, induding areas within West Sepik, particalarly
those inland, private sector marketing channels have hardly been availahle to growers
for the disposal of their produce, and DAL has been obliged to step in to establish a
small fermentary cr buying paint far cocoa and/ar copra, to be run by local DAL
officers. DAL at Konedobu (Part Maoreshy) issues recom mended prices every month to
serve as guidelines for price determination., The prices apply to provincial capitals
and local officers are asked to deduct freight from the provincial capital to each
buying centre before determining prices to be paid to the grower. Mare recently an
additional deduction of 10 toea per kilogram for roadside purchase (purchase on patrol}
has been recommended. In previous years a 5 toea per kilogram deduction from the
purchasing centre price (10 toea for dry bean) was recom mended far Parchases in the
field

*

Although prices are indicated for each capital, many of these are not relevant, since
gwermnment purchasing is not necessary. The main areas in which cocoa is purchased
are Manus (Larengau), Milne Bay (Alotau) and Oro (Popondetta) (Table 66), though
huying points have been established in additional places, in West Sepik for instance, in
the last year ar so. Government purchases of cogra have been concentrated in Gulf
Province (Kerema), Milne Bay (Alotau} and Oro (Popondetta),

I is woarth comparing recommended prices with main dealer prices at Rabaul, which
may be taken to represent most closely the market price at provincial capital level for
mapr ports (Table 67). Over the period from 1984 onwards it may be seen that the
recommended prices were in excess of market prices, even allowing a 2 toea price
difference between major and minor ports, by variahle amounts of the arder of 15 toea
per kilogram., A downward gearing of recommended prices in Auqust 1987 reduced the
discrepancy substantially, though mrices wexe nct finally brought into line until
January 1988, The actual prices paid at buying points were equally out of line with
the market over most of the period. These prices therefore represent a substantial
subsidy to growers in those areas where actual purchases have been made.

A factor appears to have been that a majr error in the formula deter mining the
recommended price affected cocoa pricing for the entire period up to Auguat 1987 : no
allowance had been made to cover the processing margin. When this was incorporated
in August 1987 through a 15 per cent deduction, this brought a sharp downward shift in
the price series.

A different matter is whether prices are consistent across provinces. As
recom mended, the prices do appear consistent, identical prices at the main ports,
Rabaul, Lae, Madang, Kimbe and Kieta being taken as the benchmark, with a 2-toea
deduction made for most other capitals and a 3~toea deduction for Daru. The
impartant question is whether appropriate deductions have been made by local officers
to allow for transport costs betwean buying point and point of shipment and far higher
coets per kilogram for processing and transpott. resulting from small quantities, These
allowances do not appear to have been consistently made, again resulting in unrealistic
mrices, and where they have been made, applied unevenly, giving a significantly highex
growexr price inland at Poro, for example, than at Pasi, on the coast (Table 67).

Discrepancies over time and between regions, however, have arisen particularly
because of differences in the extent to which recommended prices have been
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followed. Thus until August 1987, Alctay, Bereina and Kerema followed the (high)
recommendad prices closely while Loarengau, Baroke and, in 1987, West Sepik buying
points fallowed independent, all lower but all different pricing policies. Over both
time and space, therefore, divergencies from the recommended prices have been
variable (Table 68).

The above is unsatisfactory (a) in imparting incorrect price signals to growers, over
time and compared with cther crops; (b) in offering different levels of subsidy
between regions; and (¢) by distributing subsidies through price which benefits #71
growers equally irrespective of need.

What is required, first of all, is closer com munication between the DAL Marketing
Section at Konedobu and local officers in the field to determine realistic processing,
transport and handling costs from buying paint to paint of shipment, together with a
reporting system, not at present in place, under which actual prices charged at buying
points are reparted back to headquarters. Communication is required also regarding
current private sector prices being paid nationally and locally, these to be taken into
accourt in deter mining prces,

Government policy of intervening in the market where private purchasers are not
available locally, while anticipating an eventual hand-over to private purchasing, is
sensible. An element of subsidy may be inevitable where local production is sdll
embryonic and unit costs of marketing high for this reason : but such direct price
subgidy should be minimised. Finance should be directed instead towards the
subgidisation of extension services, government nurseries and the distribution of
seedlings at nominal prices, which will benefit those who do not have the largest
number of trees already and will mean that subsidies are targeted directly towards
increasing the number of trees in the area. As already stated, public funds should be
directed away from privileged, high-cost settlement schemes and large private cocoa
hlocks.

Much of the above comment on DAL pricing applies to copra as well, Prces are
affected here by the Copra Board policy of charging uniform prices at all depots,
ignaring transpart costs between minor and major ports. Taking these as given,
however, mare account needs to be taken of actual costs of transport between buying
paint and the depot of immediate destination, and more infarmation on these abtained
and fed into the system of price determination,

Tahle 66
DAL provincial purchases of cocoa and copra, 1985 (kgs)
Cocoa, wet bean Copra
Province kg. Per cent kg. Per cent
Gulf {(Kerema) 11,600 8.5 112,000 36.6
Central (Baroko) 10,700 7.8 - -
Milne Bay (Alotau) 34,301 25.1 68,258 22.3
Oro (Popondetta) 34,301 25,1 68,259 22,3
Morcbe (Lag) - - 41,000 13.4
Sandaun (West Sepik) 951 0.7 6,970 2.3
Manus (L.arengau} 45,070 32.9 - -
Tatal 136,923 100.0 305,720 100.0

Sorce: Department of Agriculture and Livestock,
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Table 67
Recom mended and actual wet bean prices paid at: DAL-operated fermentaries/buying points, 1984-1988

bParo Pasi
Year/ Rabaul main Larengau Alotau Baroko Bereina Rerema roadside Nukvanglo Lumi (W. Sepik,
Month dealer price (Manus) (Milne Bay) (Central) (Central) {Gulf) (W. Sepik) (W. Sepik) {W. Sepik) (Vanimo)
A R A R A R A R A R A R A R A R A R A

46.4 - 50 - 54 - - - - - - - - - - - - - -
49.1 - 50 - 43 - - - - - - - - - - - - - -
47.0 55 50 - 44 - - - - - - - - - - - - - -
44.3 - 50 - 48 - - - - - - - - - - - - - -
46.0 - 60 - 53 - - - - - - - - - - - - - -
46.0 57 60 - 53 - - - - - - - - - - - - - -
45.2 51 40 - 57 - - - - - - - - - - - - - -
46.4 50 40 - 51 - - - - - - - - - - - - - -
49.5 - 40 - sl - - - - -~ - - - - - - - - -
49.4 53 60 - 53 - - - - - - - - - - - - - -
471 - 60 - 53 - - - - - - - - - - ~ - - -
46.0 - 60 - 53 ~ - - - - - - - - - - - - -

DzoWlptUzrz™a

47.2 42 &0 - 46 - - - - - - - - - - -~ - -
49.0 46 6O - 45 - - - - - - - - - - - - - -
50.2 46 60 - 63 - - - - - - - - - - - - - -
50.2 46 60 - 63 - - - - -~ - - - - - - — - -
50.0 46 60 - 63 - - - - - - - = ~ - - - - -
48.0 46 60 - 64 - 20 - - - - - - - - - - - -
47.7 - 50 ~ 50 - 20 - -~ - - - - - - - - - _
48,3 - 50 - 50 - - - - - - - - - - - - - -
49.0 - 50 - 47 - - - - - - - - - - - - - -
49,0 - 50 - 50 - - - - - - - - - - - - - -
49,0 64 60 - 63 - 80 - - - - - - - - - - - -
50.5 - 60 - 47 - 70 - - - - - - - - - - - -

CZzOoWrPLHLGT MU
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_Notm: R = recommended, A = actual ; rrices in EOa

Table 68
Diacrepancies of actial below recommended wet bean prices peid at DA L-operated fermentaries/fuying points, 1986-1986

Pcro Pasi
Larengau Alotau Barcko Bereina Kerema roadside Nukvanglo Lumi {W. Sepik,
(Manus) (Milne Bay) (Central) (Central) (Gulf) (W. Sepik) (W. Sepik) (W. Sepik) Vanimo)
Differences (tpea per kdlogram)

1986 J - 0 0 5 0 - - - -
F - 0 30 25 0 - - - -
M 4 -3 5 0 0 - - - -
A 2 4 5 0 0 - - - -
M 9 1 10 0 ¢ - - - -
J 6 0 10 0 0 - - - -
J 7 Q 10 0 0 - - - -
A - 8 10 10 0 - - - ~
S 2 0 10 0 0 - - - -
0 14 2 10 0 0 - - - -
N 12 0 8 10 0 - - - -
D 11 ] ¢ o] 0 - - - -

1987 J 10 0 9 -1 -1 - - 15 20
F V] 0 10 0 0 10 15 15 20
M 9 0 10 0 0 9 i4 14 19
A 9 0 10 0 0 9 14 14 19
M 9 0 0 =1 0 9 14 14 19
J 9 0 1 t] 0 9 14 14 19
J 9 0 10 0 0 9 14 14 19
A 1 -6 -6 7 -6 1 6 6 11
s =7 ~2 0 10 0 3 8 8 3
0 -11 -6 0 10 0 -1 4 9 9
N -2 0 4 10 0 ~2 3 8 8
D -1 0 0 10 0 -1 4 9 g

1988 J -6 - 0 10 0 -6 -1 4 4
F -5 - 0 - 2 - - - 5
M -7 - 0 - 0 - - - 3

Souroe: Derived from Tahle 67,
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Chapter 14
VILLAGE PROCESSING OF COPRA

The mrocessing of copra is a comparatively simple drying procedure, compared with
that far cocoa wet beans, one which can be carried out at village level, Quite 3 large
[.toporl:wn of villagers have their own copra driers, 19 out of 83 owners of copra driers
in our survey (Table 69) maintaining the facility for their personal use and another 21
uging it in this way and also allowing free use to close relatives and sometimes others
in the village.

While there is a certain amount of uncharged use of copra driers, if we examine
villagers' responses in the same table, the large majority had to pay far processing,
whether to individual owners or for use of village-owned, business group-owned o
mission-owned facilities, This suggests that those owners who allowed free use of
their drying facilities did so for limited numbers of villagers, presumably close
relatives. In many cases even sons a fathers were charged for access to a drer. Thus
both mrocessing and transportation of the product should be viewed as items which
have to be paid for on a com mercial basis, for the most part, and not something which
can be arranged on a friendly basis or through the extended family.

Our swvey investigated the prevalent rates charged for the use of drying facilities
(Table 70). The bags is usually per drder load ar per fire, and the fee either K5 ar
K10. However, fees vary rather widely and may differ considerably between owners
within the same village. In some cases the rate charged is adjsted if the price of
copra goes high ar low,

Assuming drier capacity of five or six bags as typical, and a final sale price for the
grower of K14 a bag, a charge of K10 per lpad is equivalent to 12-14 per cent, This
deduction is additional to the substantial charge far transportation which, as seen
previously, may reduce the net price to the grower well below K14 or whatever is the
current final sale mrice.

These charges, however, only constitute part of the processing cost, Substantial
additional costs are incurred in the farm of labour costs (Table 71), these being
incurred particularly in cdllecting firewood. In most cases firewood must be provided
by the user of the drier and invalves hiring cthers for assistance in collection, in a
number of cases women, often paid for in kind by providing food. Because of the
distances over which firewood may need to be brought there are often sibstantial
transpartation costs also. These additional costs were not evaluated, and will depend
on specific local circumstances, but could well bring total processing costs to over 20
per cent of final sale price. Hence, certainly, the efficiency and effectiveness of
village processing of copra i3 a matter meriting attention.

Both owners of driers and other villagers were asked to state the main problems they -
faced in processing copra, These may be roughly categarised (Tahle 71) as comprising
particulardy labour costs; difficulties in securing ﬁrewood, transport costs; and the |
poar condition of many driers ar of the construction in which they are housed, these |
often being made of bush materials. In some cases villagers find the amount of locally
available capacity .i.nadequate There i3 need for a modest programme of assistance to
expand o upgrade processing facilities either by helping individuals or by helping to .
establish village ar groupowned units, only, however, where a particular village
situation calls for this.
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The broad position of processing for copra remains very much in contrast with that for
cocoa. While there are many areas in Papua New Guinea where good potential exists
for growing cecoa, such production is constrained by a vicious circle, development of
production being impeded by absence of processing facilities and the establishment of
b processing facilities being impeded by the low level of production. The very simple,
¥ small-scale nature of copra drying technology means that this particular indivisibility
i does not apply in the case of copra,

§  Mention may be made of another study of copra drying in Papua New Guinea, relating
- to Karkar Island, off Madang (Landell-Mills 1986). In a sample of 70 farmers no
. farmers sun-dried their copra, 37 per cent owned their own "ceylon-type" driers and
i ancther 13 per cent owned other permanent driars, 50 per cent altogether, while the
f cther 50 per cent rented from neighbours, No mention is made of free use of
. neighbours' driers. This confirms the relatively high proportion of farmers owning
| driers (higher than in our survey) and the generally com mercial basis of access even to
~ village processing (again higher than in our survey, if acourate).
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Tahle 6%
Extent of fee-charging by copra drier owners and of fiee payment: by villagers
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Tahle 70

Prevalent charges made for village drying of copra

Prevalent copra Other common Other charges
Village charges charges cited

Vunadidir K5/load, K1/bag - K 2/bag, K10 any quantity, K5
any quantity, K5/vehicle load,

Malabunga Kl/bag K5/vad K5/vehicle load, K5 any
quantity, K10 any quantty,
K 2/bag, K510/drier load.

Gaulim K10/vehicle load, K2/bag, K5 load, K2.50/1oad,

K5 smaller amounts - K10 any guantity,

Taulil K5/lcad - K5-10/ioad dep. on ownex,
K10 any guantity, K1/bag.

Vunga K2-5/0ad acc, K 41oad, K510/vehicle load.

to amount -

Karawop K10 Aoad K 3/load K2/bag

Baiken K10Ao0ad K5/0ad K 210ad, K1/bag.

Lowan K10/cad E5/Aoad K2/bag, K 20/1load.

Balam K5/1oad, K3Aoad - K2Aoad, varying with price
aof copra.

Kauk K10/ oad K10 any quantity, K5/1oad,
K3 any quantity.

Sowan K10Aoad - K 7Aoad.

Swain K5/0ad - Kéoad,

Paup K5Acad K10/ Aoad K 2/oad.

Siunte Free use - -

Tumleo K5/oad Free use -

Mallol Free use - KZ2Apad

Sissano - - K10/bad, K2 load,
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Chapter 15
PARALLEL ISSUES TN COPRA MARKETING

Much of our discussion has dwelt on cocoa rather than copra. The reason is that by
comparison with cocoa the marketing and processing of copra in Papua New Guinea i3
agimple affair. Copra drying can be carried cut on a small-scale at village level and
does not invalve the sale of produce to intermediaries. Transpart, similarly, can be
hired, the grower hiring a whale pick-up if he has a sufficient quantity to warrant this,
a travelling by PMV with one or two sacks. Thus copra for the most part passes
directly from the grower to the expart point (the Copra Marketing Board (CMB) depot)
without transfer of ownership or invalvement of intermediaries. We have analysed the
difficulties involved in processing (existent, but not majx) and in transporting the
crop (invalving heavy costs and reductions in the net grower price). This implies a
lack of bulk-building in the system, which will be more serious the longer the distance
invalved.

It should be said that the possibilities for bultk-building are not as great in respect of
copra as with cocoa wet beans, because of the greater average bulk of consignments,
Nevertheless they exist, if our transport cost calculations are correct, and it is
swrprising that middlemen have not emerged in this direction. One form of bulk-
building which makes for fuller capacity utilisation of large vehicles is roadside
buying, which we have seen is important in relation to coffee as well as cocoa.
Currently the absence of roadside buying of copra may be explained by the low price
of copra, affecting profitability, but roadside buying does not appear to have been a
feature in the past either, when prices were higher. Another factor may be the
absence of crop finance which plays some role at least in the purchase of cocoa by
fermentaries but which is not extended by the CMB to any traders, buying agents or
transparters who might have brought in the crop. One transporter did explain his non-
purchase of copra by the fact that cocoa uses all the money, i.e, the available finance,

The market structure issue does not arise in relation to copxa, since export is entirely
contralled by the CMB and those traders in the two areas studied who handled at all
substantial quantities of copra accounted for only a few percentage points out of total
deliveries to Board depots. In early 1988, with the CMB purchase price at K207 per
tonne (smoke grade), dealers in Bast New Britain were unanimous in regarding
involvement with copra as "break-even" or loes-making activity carried on as a favour
to growers. A majx dealer who viewed it as loss-making stated that transpart
charges could not be raised if growers were to be left with any incentive at all. Lus
Development Corporation in East Sepik stated that, because the copra price was so
unattractive only two of their associated groups were involved. There is no question
of monopaly profits therefore. Rather, a critical consideration is the balance between
transport cost and copra price, determining the rate of return and degree of interest
in handling copra. Changes in organisation which could operate to reduce transpart
costs, for instance bulk cdllection of copra in the villages by the CMB directly or
through agents, or more effective bulk-building through village groups hiring their own
transport, are warth exploring,



-114 -

The monopoly issue could arise at the export level where all copta is exported via the
CMB, In some countries marketing boards which have been statutory monopolies have
become inefficient, but able to pass on rising costs to the grower, absorhing an
increasing proportion of the export price in a widening marketing board margin. In the
case of the CMB this does not appear to have happened over the decade 1976-1987,
unit selling and administration costs in kina per tonne being if anything lower at the
end of the period than in the earlier years (Tahle 72).

In the cocoa industry the quality issue has attracted a great deal of attention over the
years and influenced palicy in an important way. In the case of copra the CMB is able,
given its position as sale exporter, to determine prices paid for the different grades,
and currently pays a premium of K5 per tonne far hot air grade over smoke grade, and
K2 per tonne for fair merchantahle standard (FMS) over smoke.,

The case far these premia is not particularly strong. Beard officials themselves
acknowledge there is no sericus problem of quality; nor has there been any trend
towards poorer quality. Villagers selling smaller quantities of copra generally produce
a better quality than plantations who do not always show the same care. This is
confirmed by the relative quantities rejected by Coconut Products Limited (CPL) in
Tobol, East New Britain, a major purchaser, Sun-dried copra, though this accounts for
only a small proportion of village sales, is considered perfect for export, suggesting
that the more widely used village techndlogy is not disadvantageous to the grower in
comparison., Copra may be stored in the village for up to two months without an
effect on quality, though if it is undercured some mould may develop, affecting only
its cil content. Beyond two months there may be a problem of insect infestation but
this merely necessitates reconditioning for resale, invalving a certain extra cost. The

aspects which are important to quality are freedom from fatty acid@ and from |
aflatoxin. This appears unrelated to the nature of the three grades in question. The |
smoke variety has a less attractive appearance which does not, however, affect ail

content.

It is interesting to examine the distribution of the three grades of copra by province |
(Table 73). This shows that the proportion of smoke copra is particularly high in just |
three places, Samarai (98.5 per cent), Kandrian (94.3 per cent) and Alotau (93.6 per .
cemnt), while in other areas the percentage is as low as 4, 5 o 6 per cent. There are §
therefore clear geographical reasons for high proportions of smoke, not associated
with the care applied by individuals. Tt is evident that this is not associated with the
care in processing applied by individuals in these places but is related to factas
operating in those geographical localities. This implies that application of a discount §
for one grade penalises one set of growers, reducing their incomes relative to others, {
without their having the capacity to respond to the incentive to change their method |
of processing. ‘

A real quality problem which does exist in respect of copra is in the cutlying islands, |
where growers may not be able to secure sea transport for several months, and in |
areas suffering from lack of road access, There remains a serious problem relating to
sea transport costs and schedules (Jackman 1987). In 1987 an entire shipload from 3
Walis Idand was rejpected at Wewak, New consideration needs to be given to this
problem of sea transport, particularly where it affects large groups of pecple. A
premium between grades, again, bears no relevance to this problem.,

The premium, or discount in the case of smoke grade suppliers, is not large, !
Nevertheless it makes a difference to the net grower prices calculated eardlier for
different incations (Table 26) of between 3 and 6 per cent. In the past, however, very
large premia were in place, the peak being a differential between smoke grade and }
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fair merchantahle standard of K45 per tonne, very different from the present K2, The
break in palicy evidently came in 1982 (Takle 9) when the premium dropped from K16
to K2, although as late as 1985 a differential between these two grades existed of as
high as K7 per tonne, with an even greater one between hot air and smoke. The
present palicy should be to abolish premia or to maintain them at no more than a
nominal level,

A further question is whether Papua New Guinea, which already processes and exports
coconut oil as well as coma, could not exgploit more fully the range of potential
coconut products. As Jackman points out, in comparison Sri Lanka exports only 4 per
cent of its production of copra, producing subetantial quantities of coconut ail for
domestic production but also exporting 30,000 tonnes of dessicated coconut and a
large valume of fhbre, 97,000 tonnes in 1984 (Takle 74),

Tahle 72
Copra Marketing Board : unit: costs of selling
and administration, 1976 - 1987

Quantity Tokal selling and Unit selling and
handled administration costs administration costs

Year (tonnes) (Kina) (Kina/tonne)

1976 123,252 2,245,228 18.2

1977 134,004 4,188,268 31.3

1978 145,927 4,188,056 28.7

1979 160,136 4,449,212 27.8

1980 148,373 3,067,525 20.7

1981 146,840 3,403,539 23.2

1982 133,199 2,504,737 18.8

1983 133,681 2,902,334 24.7

1984 153,323 4,819,632 31.4

1985 175,833 4,860,561 27.6

1986 158,492 2,958,968 18.7

1987 149,317 3,263,928 21.9

Sources Copra Marketing Board.
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Table 73
Copra Marketing Board : receivals of copra, by grades,
1986
Fair Merchantable Propartion
Depot/Agency Hat air Standard Smoke of smoke
{tonnes) {tonnes) (tonnes) {per cent)
Alctau 123 348 6,977 93.6
Buka 3,492 5,356 947 9.7
Finschhafen 689 69 22 2.8
Kandrian 13 17 493 94.3
Kavieng 8,196 2,434 3,288 23.6
Kieta 13,322 1,836 822 5.1
Kimbe 6,837 988 6,267 44.5
Lae 1,854 364 588 21,0
Lorengau 532 197 30 4.0
Madang 17,280 5,244 3,096 121
Namatanai 1,777 796 1,274 331
Port Moresby 2,993 462 545 13.6
Rabaul/Tolbxai 30,533 16,821 3,085 6.1
Samarai - 4 263 98.5
Wewak 2,212 391 455 149
Tctal (tonnes) 89,853 35,327 28,212 184
(per cent) 58.6 23.0 18.4 -
Source; Copra Marketing Board.
;
‘Tahle 74

Production and export of cocomit products
from Sri Lanka, 1984

Production Export
Producer (tonnes} (tonnes)
Coma 62,295 2,440
Coconut ail 36,834 7,606
Dessicated cocomit 32,518 30,099
Bostle fibre 8,381 8,381
Mattress filxve 35,972 35,972
Twisted fitre 25,583 25,583
Shell charcoal 27,174 27,174
Shell powder 371 in
Actvated carbon 1,713 1,713

Source: Jackman (1987}
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Chapter 16
NEW ENTREPRENEURS? PROCESSORS AND TRANSPORTERS

As was observed at the outset, the development of smallhalder cocoa production is
relatively recent economic history in Papua New Guinea, covering the last fifteen
years ar so., Plantation owners have not needed to rely on market intermediaries,
generally being able to transmit their output directly to the expart paint. It is an
interesting question to ask whether and how the market intermediaries have emerged
to handle the smallhalder crop in the case of both cocoa and copra, particularly since
restrictions were imposed some years ago limiting immigrant traders to the towns. If
it is gaing to be necessary to rely in the future on the “informal sector® for the
processing and transportation of these crops, it is worth examining who these rural
processars and transporters are, and whether they exhibit any features to distinguish
them from other villagers,

As far as age is concerned, fermentary owners do not differ from villagers as a whale
{Table 75), except that very few are below the age of 30. Copra drier owners are on
the whale rather clder than villagers as a whole, suggesting that they may be villagers
who have been based in the village and accumulated the necessary assets or savings
over time. Transporters are in the two intermediate age groups 30 — 49, this business
being perhaps too strenuous far the aldest age group.

Looking at the educational backgrounds (Takle 76), the fact that copra drier owners
are no mare educated than villagers as a whale confirms that these are essentially
village-based people with perhaps somewhat higher levels of agricultural income.
Fetmentary owners, in contrast, are clearly more educated, a high proportion having
at least Standard 8 education, though the sample here is small. Transport operators
are marginally better educated, with a higher proportion, 56 per cent compared with
45 per cent., of Standard 6 or above,

This might be linked in part to access to formal sector or other paid employment as a
source of savings for entry into business, A minority of these "entrepreneurs" are
currently employed, but a significantly higher propartion, 83 per cent, of fermentary
owners especially, and also of copra drier owners have previoudsly been employed,
compared with crdinary villagers (Table 77). This was not the case with transpoct
operators. It is striking that as many as 60 per cent of villagers have previous paid
employment experience. As far as the generation of savings are concerned, however,
the nature of the employment may make a critical difference, whether it is high-paid
formal sector or urban employment or casual labour in the plantations.

Earnings from employment were indeed an important source of finance for fermentary
facilities and for vehicles (Table 78), especially as "contributions from relatives and
friends" are in many cases assistance by those themselves in employment., Bank loans
are also an important source, however, and given the emphasis we have placed on the
role the infarmal ar small-scale sectar will have to play, there is a need for a very
pogitive approach to lending to small-scale rural enterprise. All the evidence is that
the banks, including the Agriculture Bank, pursue a very conservative cowrse and are
not well-crgamsed for lending to this sector. Whether institutional change in this
direction is required should be investigated.
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Table 75
Agedﬂﬁhﬁmdﬁxnatayowm,mdﬁammdm

Fe:mentﬁry Comxa drier 'Other
Age owners owners Transporters villagers
No. per cent No. per cent No. per cent No. perce
20-29 2 111 12 15.8 4 9.8 55 201
30-39 7 389 20 26.3 16 39.0 87 31.8
40-49 5 27.8 25 329 19 463 78 285
50 & owver 4 22,2 19 25.0 2 4.9 54 197
Total 18 100.0 76 100.0 41 100.0 274 1000
Note: 1. May also own copra driers and sometimes have transport business,
Tahle 76
Educational background of fermentary owners, copra drier owners
and tranaporters
Comra Tokal
Education Fermentary drier three_ _Otha:
{No.cf owners owners Transporters  categaries villagers
years) No. 2 No. & No. % Nao, % No. %
Mission/hbikle .
schodl only 0] 3 0 W 3 14
Preparatory o
miscellanecus _
education 0 4 1 5 L 9 |
20,0 24.3 9,7 20.0 28.4 9§
0 3 9 1 13 50 i
1 0 2 1 3 3
P Py
2 1 2 0 3 10
3 0 11 4 15 30 E
6.7 27.0 25.8 24,2 269
4 0 4 1 5 11 §
5 0 3 3 6 21 '
6 5 333 24 324 12 38.7 41 34.2 71 265 'j
? 0 4 0 4 3 7
0,0 8.1 16.1 9.2 4.9 3
8 0 2 5 7 10 :
9 2 3 1 6 14 '
10 2 2 i 5 19 ]
40.0 8.1 9.7 12.5 13.4
Beyond 10 2 1 1 4 3 j

Tokal 15 100 74 100 31 100 120 100 268 1000




Tahle 77
Employment stabhis of fermentary owners, copra drier owners and transparters

in two survey areas
Employment Fermentary Corxra drier Other
Status ownhers owners (LY + (2} Transporters (1} + (2} + (&) villagers
(1 (2} ={3 (€3] = (5) )]
Parson is at
present employed
Yes 3 9 12 2 14 32
No 15 66 81 30 112 241
Per cent yes 16.7 12.0 12.8 6.3 11.1 117
Person was
mrevicusly employed
Yes 15 S0 65 17 82 151
No 3 25 28 16 44 103

Per cent yes 83.3 66.7 69.1 51.2 65.1 59.4
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Chapter 17
RURAL NON-FARM ACTIVITIES IN PAPUA NEW GUINEA

Part of the case made earlier for an emphasis within export crop production on the
smallhalder mode, in the context of Papua New Guinea, was that this would be an
important means of achieving involvement of the rral population in the development
process, in contrast with the limited impact of glantation and/or mineral export
enclaves, would help to pay for the construction of a communications infrastructure,
and would generate linkages in the form of non—farm activities, While investigaton of
these is beyond the im mediate scope of the present study, some relevant information
was callected, not very systematically, in the course of the survey, by asking villagers
what sources of earned income they enpyed, other than from crops (Table 79),

The two dominant activities appear to be the operation of trade stores and copra
drying {the figures for the latter excluded copra driers min for the perscnal use of
their owners, without profit). The fgures for trade store ownership need to be treatad
with caution : assiming the villagers covered here were selected at random, the high
proportion of trade-store owners in the sample for specific viilages (for example six in
Paro compared with only nine villagers without any sources of non-farm income)
siggests that in a number of cases village stores were owned on a cooperative basis by
agroup of individuals, This wag directly indicated in a propartion of the interviews,

Despite this qualification, the figures really show a quite overwhelming predominance
of these two activities, The importance of copra drying reguires no explanation,
though cne might not have expected the activity to stand out from the rest {except
stores) in this way, The importance of trade stores in the villages probably reflects (a)
the isolation of these from major townships; (b) consumer tastes in favour of imparted
tinned goods, which are widely distributed in rural Papua New Guinea; and (¢) the
absence of an im migrant trading dlass, which often dominates retail good distribution
in other less developed countries.

As stated previoudly, it was not the intention to carry out a systematic survey of rural
non-farm activities and there may be significant omissions in the results cobtained,
Thus, given the relatively good standard of rural housing in Papua New Guinea, one
would have expected to find a significant number of carpenters and jriners : this was
not indicated by many villagers as an additional source of income. There was a virtual
abeence of tailoring, perhaps the most common rural manufacturing actvity in many
developing countries, associated possibly with a general tendency to purchase
imported clothing,

Clearly much closer investigation of rural non-farm activity &5 needed, together with
an assessment of training requirements or other policy measurss required. The
impression provided by the present data is of rather limited development of such
activity.
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Table 79
Secondary activities carried on by rural househalders in the areas surveyed
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Chapter 18
PROBLEMS IN THE MARKETING OF FOOD CROPS

}; The focus of the present study is on the marketing of two expart crops, cocoa and
§ oora. Nevertheless the opportunity was taken in the course af the survey to callect
§. some information on the situation with respect to food crops.

. Tiree questions posed on the questionnaire were closely rvelated. The first asked
villagers to identify the majr problems they faced in selling food crops (without any
checklist of possible answers). The second asked them to cite the major reasons for
nat selling mare (largely, but not entirely a restatement of the problems faced in
selling), and the third asked mare specifically what would induce them to sell more
. food crops (one would anticipate this to be a resdlution of the same prohlems),

: The responses to these questions (Takies 80, 81 and 82) revealed two categares of
§ mcblem, demand-related and transport-related. It is lack of demand, first and
t. foremost, that prevents most villagers earning more income from the sale of food
¥ crops. Very often they had to return home from market at the end of the day not once
b but several times without having disposed of the sarplus which they had availahle, with
§ most villagers attempting to seil the same range of produce. The main markets are
f the wrban townships, but here the demand is invariably rather narrow. The fact that
E transpart costs are a majwr problem in selling high-valued export crops, seriously
¥ reducing net grower prices, suggests this will be even mare true in the case of
E perishable and lower~valued food crops, particularly vegetables.

& I is useful to look at how the produce is carried to the paint of sale (Table 83). In 25
. per cent of the cases it was hand—carried, implying obvicusly this proportion of sales in
8 local village markets which are near at hand. Ancther 39 per cent was taken by PMV,
. the informal sectar vehicle again, suggesting the produce is accompanied by the
f grower or someone on his behalf, to the urban market for sale. This again implies an
f- absence of bulk-building which would not be unusual in developing countries as far as
| fruit and vegetahles are concerned. Other information (Tahle 84) confirms that the
i oduce was generally sald by the wife, mother ar other "womenfalk® : less than 4 per
cent to small traders,

. The finding which needs moet to be emphasised, however, is that local market demand
- saturation is the greatest constraint, suggesting that the scope far raising agricultural
incomes by developing these crops is circumscribed, and the need to raise incomes
through the expansion of expart crops all the greater,
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East
Britain Sepik

No.

Demand-related

Inadequate consumer demand
Inahility to sell all produce

Too much of same produce in market

No good sales outlet
Surplus sometimes given free to relatives,

Tranaport-related

Transpart problems, difficulties of securing
transpart, unreliable transport
Costs of transpart

Fixed cost of transpaet relative to size

of consignment
Detericration of crops in transit

mwmwgsggﬁgﬁﬁﬁﬁﬁg

Land shartage

Labour shartage
Lack of fertiliser

No mcney to buy seeds
Would not want to sell more
Only sell what is surpus
Quality of produce sald at market
Secrity problems

Market infrastracture

No market nearby

Not enough space at market
No tailet, night facilities

Miscellanecus
TFloods, bad weather
Hiness

Cost of market gate fee

DPI not buying on time
No wife, relatives to do selling
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Tahle 83

Mode of carriage of food crops to paint of sale

East West West West

New Eagt Sepik Sepik Sepik
Mode Britain Sepik coast inland  far west Total

No, No. No. No. No. No., per cent
Hand carried 12 13 13 8 38 84 25.1
PMV 14 36 41 25 16 132 39.4
Paid transporter 21 9 9 3 2 44 13.1
Frend with pickup 28 6 1 - - 35  10.4
Own transport 7 2 4 - 12 25 7.5
village truck 5 7 3 - - 15 4.5
Tokal 87 73 71 36 68 335 1000
Table 84

How were your food crops sald?

Method No. Per cent
Directly by the farmer himself 44 18,5
Directly by the farmer and his wife 1 0.4
Directly in the market by wife, wife with
children, sister 141 59.5
Directly in the market by mother or mother—in-law
a children or sister 9 s

: Directly in the market by the "womenfalk" 33 139
' Total 237 100.0
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Chapter 19
FINDINGS AND RECOMMENDATIONS

o

Smallhclder production of cocoa has increased in an important way since the
1960s, but progress has not been steady over ime, slowing down after 1982-3,
ar geographically, many provinces showing either a negligilile increase ar actual
decrease, The required frontal assault in the promotion of smallhalder cocoa
has not yet been launched.

Plenty of evidence exists, supparted here by the survey results, of the supply
responsiveness of growers of cocoa and copra, and palicies in future should be
based on the assumption of positive supply response and economic motivation in
both cases.

Only 17 per cent of growers in the survey stated that they were harvesting all
their copra in the face of current low prices.

The 32 per cent of growers in the survey stating that they were nct harvesting
all their cocoa is surprisingly high and is a matter far concern,

The critical constraints on cocoa and copra supply, Judged from survey
responses, are, in order, price, transport problems, and labour constraints, with
crop diseases also in East New Brtain,

A remarkable feature of the marketing system in Papua New Guinea in the case
of both cocoa and copra is the absence of "bulk-building" under which
economies of scale are achieved in transportation and handling,

A feature of transport charges in the Gazelle Peninsula is that a standard 10
per cent charge is made for carrying cocoa irrespective of distance, with the
effect that growers farther from Rabaul are subsidised and thase within closer
reach are penalised.

The movement of very small consignments even over relatively shart distances
reduces by significant amounts the net grower price per kilo,

Transport charges from offshare islands, even when these are physically close
to the export point, reduce the net grower price encrmously, especially for
small consignments.
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Far locations away from the developed north-east portion of the Gagelle all net
grower prices are negative, and substantially so.

The passenger fare element associated with passengers accompanying their
produce to the nearest main town or export paint is a major factor in reducing
net grower prices.

Overland transpart costs are high relative to thase by sea from estahblished
ports.

As a result remoteness in the sense of distance from major ports need not be a
majr handicap so long as the grower is within relatively easy reach of a
subsidiary part locally.

Hence it should not be too difficult in princigle to develop cocoa and copra
around the perimeter of Papua New Guinea and away from the present areas of
concentration, in enclave arsas surrounding subsidiary ports,

Contrary to suggestions, free assistance from friends or relatives in taking
produce to the point of expart is not impaortant, and com mercial payment is
invalved even over short distances and far very small quantities.

Transport problems in East and West Sepik are imposing major costs on growers
through spoiled or lost cocoa wet beans.

Different licensing policies towards fermentaries have been practised by the
Cocoa Board in East. New Britain and in East and West Sepik.

Substantial economies of scale in cocoa processing do not appear to exist, and
small~scale fer mentaries, if not the smallest village fermentaries, appear to he
fully competitive. The most economic size will depend on relative transport
costs for wet and dry bean as well as on processing costs themselves, and
therefare on the distance between producing area and the paoint of expart.

Calculations saggest that in some of the locations observed establishment of a
small local fermentary could be to the substantial benefit of growers through
net reductions in transport cost.

A large number of cother potential advantages exist from a liberal licensing
palicy and the associated decentralised system of cocoa processing which would
result,
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There is no evidence of a quality problem warranting a restrictive policy
towards fermentary licensing, Problems tend to ocowr at a specific fermentary
at a specific ime for particular reasons, usually a management prablem,

The incidence of disease affecting cocoa trees in East New Britain is alarming
and a much more important cause of quality problems,

The legalisation of dealing in dry bean would contribute to reducing the
proportion of cocoa being transported as wet bean, It should not lead to any
unnecessary increase in the number of middlemen invalved in marketing,

Surdrying of cocoa is effectively carried out by smallhclders in cther
developing countries and could be encouraged here with advice from extension
officers, A wider network of small fermentaries in a position alsoc to buy dry
beans might facilitate this development.

There is an excepticnally high rate of tumover among small fermentaries in
East New Britain, with 2] per cent of the fermentary dealers and 46 per cent of
fermentaries in the Gazelle surviving no mare than cne or two years.

The purchase af cocoa tar estpart is highly concentrated, with one dominant and
just two other major companies,

Despite this, there is an element of compeb.tmn among exparters for valume to
take advantage of low marginal costs in cocoa handling,

There is a considerahle degree of price unifor mity between the cocoa exporting
companies with prices paid moving up and down together,

An aspect of price palicy which is not readily explained is the varation
betweenexportersmthedlfferencebetweenpncespa]datmamportsarﬂ
subgidiary parts.

As a result. of negative experiences, the extension of crop finance by exparters
has been cut back in recent years, Default rates of 25 per cent have been

reparted.

Differential access to crop finance by the larger urban-based dealers may
contribute to their securing a market advantage, particularly in terms of
volume of throughput.
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There have been significant changes in market structure in cocoa marketing
below the export level in East New Burtain as a result of an increase in the
number of small fermentaries and the increasing market share acquired by the
New Guinea Islands Produce Company {NGIP). This has widened the chaice
open to growers far the disposal of their cocoa.

Thesametrendscanbeacpa:tede]sewhere:fmmﬂar[xﬂlmesaregnsued The
dominance of the Sepik Cocoa Growers Association (SCGA) in East Sepik, for
instance, may be expected to decline over time.

The rise of NGIP underlines the importance of management to good
performance among larger companies and associations.

Amongthema}xdealemmEastNeantamtheceappearsmbeastatlmcf

"workable competition", although a degree of discretionary power to fix mices
also exists which may be associated with elements of spatial monopaly.

Small village fer mentaries are often in a weak state, reflected in the high rate
of turnover. Tt is uncertain which of several possible reasons are responsible.

However, price determination by owners of small village fermentaries in East
New Britain appears quite erratic and could be an impartant factar in at least a
propartion of cases.

Price determination by the SCGA in East and West Sepik 2lso appears to have
lacked rationale over an extended period of years.

In East and West Sepik as a whale, the overall impression is of a non-
competitive market wzthambstandaldegreecfaxb:h’annemmﬂme;nces
received by growers in dafEa‘ent]ocahhesandoverhme,Mghtherecent
increase in the number of small fermentaries in the region is likely to improve
the situation over time.

The cocoa stahilisation scheme has contributed to a substantal reduction in
price instability as indicated by the much lower level of variation in the f.o.b.
expart price including bounty compared to that without.

Variations in exporters’ and dealers’ margin, especially the former, also
contributed to stability in the price paid to growers.
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The competitiveness of the cocoa marketing structure as a whale in East New
Britain may be measured by analysing the extent to which changes in export
prices incdluding the bounty payments received by exparters are transmitted
first to majr dealers and then to growers. Regression analysis of unlagged
monthly data suggested some 40 per cent of changes in export price ar bounty
would be passed through to growers, with 66 per cent being passed from

to dealer and 26 per cent from dealer to grower, all these estimates,
especially the last, being subject, however, to sampling errar and ignaing time
lags.

By taking moving average values of the ice series to represent trends, new
equations were estimated suggesting that, allwing far lags, as much as 74 pa
cent (fus or minus substantial sampling error} would be passed on from
exporter to grower, 67 per cent from exparter to dealers and 43 per cent from
dealer to grower, This suggests that competition is rather weaker and
discretionary pricing power greater among dealers than among exportess,
despite the lesser apparent degree of market concentration at this level,

The lack of bulk-building in the marketing system paints to cooperatives and
business groups ar some kind of joint village action being given very serious
consideration, however chequered their experience in Papua New Guinea,

We need to distinguish between large associations of village groups and

independent business groups and cooperatives. The farmer have in some cases

played pioneering rales in establishing the production of cocoa in the villages.

Our rural survey showed business groups to be much mare popalar than
cooperatives among villagers. It is clear that bad experience with management

problems and conflict of interest have tarnished the reputation of cooperatives |
among villagers, as well as among palicy-makers, who now generally favour

business groups.

In fact, however, many of the so-called business groups are actuslly

cooperatives in the sense of being based on wide membexships of sixty, eighty

or a hundred peogle.

One advantage of roadside buying is that it rovides an element of bulk-
building, which makes for fuller utilisation of vehicles and the elimination o |

the passenger fare element, which should substantially reduce costs.

A majx advantage for the grower is that it does not penalise small lots,

T T L
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The actual prices paid by roadside buyers in locations served by them, whether
or not these are fixed at economic levels as far as the buyers are concerned,
are much higher than would exist in their absence.

The development of a marketing and processing system based on distributed
small fermentaries is likely to progressively erode the extent of roadside buying
and the distances over which wet bean is carried.

The ownership of cocoa and even coconut trees in both the survey areas is
highly stratified.

The recard of settlement schemes for cocoa production is unimpressive and
does not suggest they are well designed to produce wide and effective
participation by villagers ar the highest rate of overall increase in preduction.

Prices paid far cocoa at DFI buying points where these have been set up have
been out of line regicnally between provinces and with free market rrices over
most of the pericd considered, and have consttuted a major subsidy to grower,

Copra drying is a comparatively simple process compared with that for cocoa,
can bhe carried out at village level, and does not complicate the marketing
structure in the same way as cocoa processing.

While some free use of driers by friends and relatives is allowed, drying
facilities are generally availahle on a strictly com mercial basis.

The charges amount to a not insignificant deduction from the gross payment to
growers, over and above transpart costs, and the full costs are even greater
when fuel, generally provided by the user, is taken into account, perhaps as
much as 20 per cent of the final sale price.

The main problems faced by growers in drying copra, as stated by them, are
labour costs, difficulties in securing ﬁrewood,transportcostsandthepoor
condition of many of the constructed processing facilities,

Rather surprisingly, no roadside buying of copra has developed, and few market
intermediaries between village grower and the Copra Marketing Board (CMB)
depot have emerged,

Such dealers as exist currently regard trading in copra as a loss-making or at
best break~even activity carried on a8 a favour to growess,
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There has been no secular tendency for the CMB's unit selling and |
administration costs to increase, suggesting that the CMB has been perfarming |
its own set tasks well enough.

There is no general problem of quality affecting Papua New Guinea's copra.
Variations in the percentage of smake and other grades can be explained largely
by geographical factors. '

A specific problem does affect production in outlying islands and other les
accessible areas, due to the transport factor.

As a social category, copra drier ownexs are essentially village—tased people, |
with somewhat higher than average levels of agricuitural income; fermentary :
owners are mare educated, a high proportion having at least Standard 8 .
education. A high propartion of fermentary owners have a background of paid |
employment, .

Earnings from employment are an important source of finance far fermentary '
facilities and far vehicles. Bank loans are also an important. source however,

The rural survey suggested that, in terms of numbers of villagers invalved, the .
two most important rural non-farm activities were the operation of trade
stares and copra drying, though the figures for the farmer may be exaggerated
a5 a result of group ownership of stares.

The general impression is of rather limited development of rural non-farm
activity., Compared with other developing countries there is a noticeahle
absence of tailoring in the rural areas. :

Lack of market demand is the majr cbstacle to villagers earning more income :3
from the sale of foodcrops. Villagers frequently return home from urban
markets having failed to dispase of their products.

There is again an absence of bulk-building in the marketing of market ;roduc.we |
and other fooed crops, most sellers {(generally the wife} accompanying the :
poduce to market and selling it in person. .
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Recom mendations

3

The scope identified for developing expart production in enclave areas around
subsidiary ports suggests that the CMB should adopt a more positive policy
towards establishing sub-depots, if more economic on an agency basis, in these
enclaves.

In remcte cocoa producing centres such as Pomin the establishment of a small
fermentary ar, failing that, the purchase and despatch of wet beans by a
primary buyer should be encouraged, in order to reduce transport costs. Failing
that again, assistance by the extension service in organising despatch on a
pexiodic basis by groups of growers is jstified, In respect of copra, the
adequacy of village processing facilities in remote locations and islands should
be reviewed where problems of shipment have led to effects on quality in the
past.

"Informal sectar" means of transportation such as the PMV are important and
should be promoted e.g. by facilitating the hire purchase of more PMVs within
the limits jstified by market demand.

A move flexible approach by relevant bodies should be adopted towands
encouraging the use of backhauls for the movement of export crops.

Consideration should be given by the CMB, with the cooperation of DPI, to the
arganisation of regular, periodic runs through the mabpr villages to cdllect the
congiderable unmarketed valume of copra which appears to exist in East and
West Sepik and similar regions where transpart has been the deterrent.

Rather than attempt to inspect all fermentary premises annuaily, the Cocoa
Board should adopt a statistical monitaring system, using non-export quality
deliveries as an index, and a fire-fighting approach for immediate remedial
action where a problem has been diagncsed, this in conjuncHon with DPI
officers who know the local situation.

There is a continuing programme of research into disease—tclerant varietes of
cocoa (and copra) but more effort, and perhaps a new approach, are needed in
agricultural extension in arder to secure improved crop husbandry.

The Cocoa Board should devote a greater proportion of its limited resouwrces to
finding the means to increase the volume as opposed to the quality of what is
produced, e.g. by monitaring the development of nurserfes and encouraging the
wider distribution of processing facilities.

The Cocoa Board requirement of a 5,000 tree minimum healding for the ismue of
a fermentary licence should be abolished and issue should be divorced from the
question of number of trees owned and made on purely buginess criteria as with
any cther business enterprise,
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Assistance in establishing small fermentaries should be stepped up through the
extension service, using where appropriate, standard designs such as the model
low-cost pre-fabricated fermentary developed under SCREPP.

Free dealing in wet bean should be permitted in arder to increase competition
and allow small fermentaries toc improve capacity utilisation and to encourage
rural transparters to become more directly invdlved as primary traders buying
the wet bean for resale, reducing also the passenger element in cocoa
marketing,

The differential between the fermentary licence fee of K30 and that for a
fermentary dealer of K90 should be abalished, and licences issued mare freely.
Howaver, the revenue cbpctives of charging dealer licence fees could be
maintained by raising charges specifically on those fermentaries which have
large turnovers,

Dealing in bagged dry bean should be legalised.

Where cdlimatc conditions are suitable sun—drying of cocoa during the dry
season should be encouraged with the assistance of extension officers.

The causes underlying the exceptionally high rate of turnover among
fermentaries and fermentary dealers in East New Britain and other parts of
Papua New Guinea should be investigated and appropriate action taken in the
areas of advice and monitoring.

Energetic encouragement of entry into the export trade by qualified companies
is needed to stimulate competition.

A more energetic, cdtical but positive, approach should be adopted towards
village groups, treated on their individual merits, without preconceptions based
on whether they fall under the definition of cooperative or business group.
Clearer guidelines should be prepared for their size and operation and closer
monitoring initiated of their performance.

Cocoa producton in new regions can be accelerated through an approach
similar though not necessarily identical to that of large associatons such as
Sepik Cocoa Growers, used as a mechanism for the mobilisation of growers and
rapid establishment of market infrastructure in the absence of a netwark of
traders,

Large cooperative associations such as the SCGA should cencentrate on
processing and internal marketing activities and not attempt to enter the more

specialised business of exporting.
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Consideration should be given to streamlining the operations of the SCGA
which has become too unwieldy, by hiving off a proportion of villagers to form
their own association,

A frontal approach to the development of cocoa in new areas of production is
reguired with the widest possible participation by villagers rather than by
narrow schemes based on excessively large individual cocoa blocks, though
these may be appropriate in particular situations.

Cocoa nurseries are essential to such a frontal approach aimed at participation
by the maximum number of growers and should constitute a key component.

The apmroach should be based on group extension using village units,

In fixing prices at DPI cocoa and copra buying points closer communication is
needed between the Department of Agriculture's Marketing Section at
Konedobu and local officers in the field toc determine realistic processing,
transport and handling costs from the buying point to the depct or paint of
shipment.

A reporting system under which actual prices paid at buying paints are reported
back to headquarters should be instituted. Relevant private sector prices
should also be reported and taken into account.,

Direct price subsidy should be minimised in this process and finance directed
rather towards subsidisation of extension services, government nurseries and
the distribution of seedling at nominal prices in order to target assistance to
thase in greatest need and towards expanding the area under high-valued export
crops.

Given the quite substantial costs of copra drying, despite the appropriate
village technology employed, attention does need to be paid to the efficiency
and effectiveness of village processing. A modest programme of assistance for
individual or group-owned units should be instituted.

In copra marketing, changes in organisation might help to reduce transport
costs, for instance bulk collection of copra in the villages by the CMB o
appaintad agents, or mare effective bulk-building through village groups, hiring
their own transport, are worth exploring,

New consideration needs to be given to the problem of sea transport affecting
outlying islands, especially where it affects large groups of people.
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There is a weak case for maintaining price differentials between various copra
grades, The present palicy should be to abolish premia ar to maintain them at
no more than a nominal level,

The possikilities of diversifying exports by exploiting more fully the range of
potential coconut products should be explored.

There is a need for a more positive approach towards lending to small-scale
nural enterprise where the evidence is that the banks, including the Agriculture
Bank, pursue a very conservative course, Whether instititional change in thig
direction is required should be investigated.

A much more systematic suwrvey of rnural non-farm activity is needed together
with an assessment of training requirements ar other palicy measures.
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Appendix
CALCULATION OF WET AND DRY BEAN PRICES FOR COCOA

A current Cocoa Board circular indicates to dealers how they might calculate the wet
bean price they pay, given the dry bean price on offer in the market. It states, from a

dry bean price of, say, K150U per tonne, deduct processing cost (e.g. of K250 per
tonne) and profit (say, K200 per tonne), leaving the amount availahle to pay for wet

bean. Taking account of bulk reduction, to produce one tonne or 1,000 kilograms of
dry bean requires 2,500 kilograms of wet bean. Hence the wet bean prce per kilogram
E - .

K1050 = K0.42 or 42toea per kilogram
2500

This gives the general tormula

2500 W+ C+P

D-(C+P) = W ar D
2500
D-2500 W-C

L
1]

The trader is expectad to insert the values of C and P he ar she feels are appropriate,

In our own analydis we are concerned only with the trader's margin, the difference
between the price received for dry bean and the price paid out, including payment for
processing. No use is made of any assamption regarding profit rate. To find the dry
bean equivalent. price for a given wet bean price we find the amount paid out to obtain
one tonne (1000 kilograms) of dry bean, This is the payment for the wet bean required
and the cost of turning this into dry bean, The equivalent dry bean price is therefore -

D =2500W+C

If W = 40 toea/kg o 0.40 kina/kg., we have
D= 2500 (.40) + 250
= 1250 ({(kina/tonne).
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Similarly for any value of W, yielding :

Equivalent Equivalent
Wet bean dry bean Wet bean dry bean
price price price price
(t/kg) {k/onne) (t/ka) (kAonne)
40 1250 48 1450
41 1275 49 1475
42 1300 50 1500
43 1325 51 1525
44 1350 52 1550
45 1375 53 1575
46 1400 54 1600
47 1425 55 1625

In our calculations we have adopted both the figure of K250 per tonne for processing
costs and the conversion ratio of 2500 : 1000 for wet bean to dry bean as above. The
figure of K250 may be very inexact : this will nct affect the regression analysis of the
association between variables so long as it can be assumed constant. On the whole it
is reasonable to assime this over a three year period, given the relatively stable Papua
New Guinea currency.

The conversion ratio of 2500 ; 1000 may be queried also, One trader used 2680 : 1000,
taking into account adulteration of produce through mixing in of stones, immature
bean, and weighting of wet bean with water, As shown in the tahle, values of dry bean
in kina/tonne increase by a constant K25 for every toea of wet bean price. The
increase with the higher ratio would be K26.8, but would again be constant for every
toea increase in wet bean price,
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Table A.1
Rabaul main dealer average wethn[x:iceand]ocalfermentazy
prices in the area of Gaulim ™, April-December 1987

Dealer's prices I.omlfanentayp:icesz Divergence from
Wark East New Gaulim Other dealer's price
Day Day  Britain FL F2 F3 F4 F5 FLF2 F3 F4 F5
April
1 1 47 45 2
2 2 47 45 45 2 2
3 3 47 45 45 46.8 2 2 0.2
4 6 47 45 45 2 2
5 7 47 45 45 46.7 2 2 0.3
6 8 47 45 45 2 2
7 9 47 45 45 2 2
8 10 47 45 45 2 2
9 13 48 45 45 3 3
10 14 48 45 45 3 3
11 15 48 45 45 3 3
12 1e 48 45 45 3 3
13 21 48 45 45 3 3
14 22 48 45 45 3 3
15 23 48 45 45 3 3
16 24 48 45 45 3 3
17 27 48 45 45 3 13
18 28 48 45 45 46.9 3 3 1.1
19 29 48 45 45 3 3
20 30 48 45 45 3 3
May
1 1 48 45 45 3 3
2 4 47 45 45 2 2
3 5 47 45 45 2 2
4 [ 47 45 45 454 2 2 1.6
5 7 47 45 45 48.3 2 2 -1.3
6 8 48 45 45 48,5 3 3 -0.5
7 11 48 40 40 471 8 8 0.9
8 12 48 40 40 47.3 8 8 0.7
9 13 48 40 40 48.6 8 8 0.6
10 14 48 40 40 48.6 8 B8 ~0.6
11 15 48 40 40 44.6 39.0 8 8 3.4 9.0
12 18 47 40 40 49,3 40.7 7 17 2.3 6.3
13 18 47 40 40 7 7
14 19 47 40 40 77
15 22 47 40 40 77
16 23 47 40 40 7 7
17 24 47 40 40 77
18 25 47 40 40 7 7
19 26 47 40 40 77
20 29 47 40 40 7 7 ‘
21 30 47 40 40 7 17
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Tahle A.l continued

Desler's prices Local fermentary prices? Divergence from

Work East New Gaulim Other dealex’s price
Day Day  Britain F1 F2 F3 F4 F5 F1 F2 F3 F4 K5
June

1 1 47 40 40 46 7 7 1
2 2 47 40 40 46 7 7 1
3 3 47 40 40 39.2 46 77 78 1
4 6 47 40 40 46 7 7 1
5 7 47 40 40 46 7 7 1
6 B 47 40 45 36.1 46 7 2 109 1
7 9 46 40 40 46 6 6 0
B 10 46 40 40 46 6 6 0
9 14 46 40 40 46 6 6 0
10 15 46 40 40 46 6 6 0
1 16 46 40 40 46 6 6 0
12 17 46 40 40 46 6 6 0
13 20 46 40 40 46 6 6 0
14 21 46 40 40 46 6 6 0
15 22 46 40 40 46 6 6 0
16 24 46 40 40 46 6 6 0
17 26 46 45 45 46 1 1 0
18 27 46 40 40 46 6 6 0
19 28 46 40 40 46 6 6 0
20 29 46 40 40 46 6 6 0
21 30 46 40 40 46 6 6 0
July

1 1 46 40 40 46 6 6 0
2 2 46 40 40 46 6 6 0
3 3 46 40 40 39,9 46 6 6 6.1 0
4 6 46 40 40 38.4 46 6 6 7.6 0
5 7 46 40 40 35.2 46 6 6 108 o
& 8 46 40 40 46 6 6 0
7 9 46 40 40 38,6 46 6 6 74 0
8 10 46 40 40 37.9 46 6 6 81 0
9 14 46 45 40 46 1 6 0
10 15 46 45 45 46 1 1 0
1 16 46 45 45 46 1 1 0
12 17 46 45 45 46 1 1 o
13 20 46 45 45 46 1 1 0
14 21 46 45 45 46 1 1 0
15 22 46 45 45 46 1 1 0
16 24 46 45 45 46 1 1 0
17 27 46 45 45 46 11 0
18 28 46 45 45 46 1 1 0
19 29 46 45 45 46 1 1 0
20 30 46 45 45 46 11 0
21 31 46 45 45 46 1 1 0
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Tahle A.l continued

Dealer's prices Localfermermzyp:icesz Divergence from
Work East New Gaulim Cther dealer’s price
Day Day Britain Fl1 F2 F3 F4 F5 Fl F2 F3 F4 F5
August
1 3 46 45 45 46 1 1 0
2 4 46 45 45 46 1 i 0
3 5 46 45 45 46 1 1 ¢
4 6 46 45 45 46 1 1 0
5 7 46 45 45 36.8 46 1 1 9.2 0
6 10 46 45 45 38.3 46 1 1 7.7 0
7 11 46 45 45 36.9 46 1 1 9.1 ¢
8 iz 46 45 45 46 1 1 0
9 13 46 45 45 46 1 1 0
10 14 46 45 45 46 1 1 0
‘ 11 i7 46 45 45 46 1 1 0
L2 18 46 45 45 46 1 1 0
13 19 46 45 45 46 1 1 0
14 20 46 45 45 46 1 1 0
| 15 21 46 45 45 46 1 1 0
16 24 46 45 45 45 11 1
17 25 46 45 45 45 1 1 1
18 26 46 45 45 45 1 1 1
19 27 46 45 45 45 1 1 1
20 28 46 45 45 36.3 45 1 1 9.7 1
21 3l 46 45 45 45 T 1 |
September
1 i 46 45 45 35,2 45 i1 0.8 1
2 2 48 45 45 45 11 1 -
3 3 46 45 45 35.3 45 1 1 10.7 1 ¢
4 4 46 45 45 37.2 45 11 8.8 1 .
5 7 46 45 45 35.0 45 1 1 11.0 1
6 8 46 45 45 45 11 1
7 9 46 45 45 45 1 1 1
8 10 46 45 45 38,3 45 1 1 7.7 1
9 11 46 45 45 45 1 1 1
10 14 46 45 45 45 1 1 1
11 15 46 45 45 45 1 1 1
12 17 46 45 45 35.8 45 1 1 loz 1
13 18 46 45 45 45 1 1 1
14 21 45 45 45 46 1 1 0
15 22 45 45 45 46 1 1 a
16 23 46 45 45 46 1 1 0
17 24 46 45 45 46 1 1 0
18 25 46 45 45 42 11 4
19 28 46 45 45 45 1 1 1
20 29 46 45 45 45 1 1 i
21 30 46 45 45 45 1 1 1
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Table A.1 continued

2

Dealer's prices Local fer mentary prices Divergence from
Work Rast New Gaulim Other dealer's price
Day Day  Britain F1 F2 F3 F4 F5 F1 F2 F3 F4 F5
October
1 1 46 45 45 39.3 45 1 1 6.7 1
2 2 486 45 45 37.8 45 1 1 8.2 1
3 5 45 45 45 38.6 45 g 0 64 O
4 6 45 45 45 45 0 o U
3 7 46 45 45 38,5 45 1 1 7.5 1
6 8 46 45 45 37.5 45 1 1 85 1
7 9 45 45 45 39.5 45 0 0 55 0
8 12 45 45 45 45 0 0 0
9 13 45 45 45 39.1 45 0 o 59 0
10 14 45 40 45 37.6 45 5 0 74 0
11 15 45 40 40 38,3 45 5 5 67 0
12 i6 45 40 40 38.8 45 5 5 6.2 (0
13 19 45 46 40 39.4 45 5 5 5.6 0
14 20 45 40 40 37.5 45 5 5 .5 0
15 21 45 40 40 39.1 45 5 5 5.9 @
16 22 45 40 40 45 5 5 0
17 23 45 40 40 38.2 45 5 5 6.8 0
18 2u 46 40  4u 45 6 6 1
19 27 46 40 40 37.3 45 6 6 8.7 1
20 28 46 40 40 38.2 45 6 6 7.8 1
21 29 46 40 40 39.6 45 6 6 64 1
22 30 46 40 40 45 6 6 1
November
1 2 46 45 40 45 1 o 1
2 3 46 45 40 38.4 45 1 6 7.6 1
3 4 46 45 40 38.9 45 1 6 71 1
4 5 46 45 40 45 1 6 1
5 6 46 45 40 39.0 45 1 & 7.0 1
& 9 46 45 40 38,5 45 1l &6 75 1
7 10 46 45 40 38.6 45 1 6 74 1
8 11 46 45 40 43.7 38.2 45 1 6 23 78 1
9 12 46 45 40 40,7 137.3 45 1 6 5.3 8,7 1
10 13 46 45 40 41,5 385 45 1 6 4.5 775 1
11 16 46 45 40 416 45 1 6 4.4 1
12 17 46 45 40 413 45 1 6 4,7 1
13 18 46 45 40 414 45 1 6 4.6 1
14 19 46 45 40 415 45 1 6 4,5 1
15 20 46 45 40 434 45 1 & 2.6 1
16 23 46 45 40 40,6 45 1 6 5.4 1
17 24 46 45 40 45 1 6 1
18 25 46 45 40 43,7 45 1 6 2.3 1
19 26 46 45 40 428 45 1l & 3.2 1
20 27 46 45 40 414 45 1 6 4.6 1
21 30 46 45 40 445 45 1 6 1.5 1
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Tahle A.l continued

Dealer's prices Local Eu‘namnry pdzee Divergence from
wWark East New Gaulim dealer's price
Day Day Britain Fl F2 F3 F4 FS Fl F2 F3 F&¢ F5
December

1 1 46 45 40 48.8 45 1 &6 ~-2.8 1
2 46 45 45 50,2 45 1 1 —-4.2 1
3 3 46 45 45 46,8 45 1 1 0.8 1
4 4 46 45 45 46.5 45 1 1 =-0.5 1
5 7 46 45 45 47,2 374 45 1 1 -1.2 B 1
6 8 46 45 45 465 379 45 1 1 =-0.5 g1 1
7 9 46 45 45 48.3 45 1 1 -2.3 1
8 10 46 45 45 458 37.8 45 1 1 0.2 8.2 1
9 11 46 45 45 48.0 364 45 1 1 =2.0 96 1
10 14 46 45 45 453 375 45 1 1 0.7 85 1
11 15 46 45 45 46.9 384 45 1 1 -0.9 76 1
12 16 46 45 45 445 315 45 11 15 85 1
13 17 46 45 45 46.8 45 1 1 -0.8 1
14 18 47 45 45 45 2 2 2
15 21 47 45 45 500 45 2 2 -3.0 2
16 22 46 45 45 50.0 45 1 1 -4.0 1
17 23 47 45 45 45 2 2 P
i8 24 47 45 45 50,0 45 2 2 -3.0 2
19 28 46 42 45 47.8 45 4 1 -1.8 1
20 29 46 42 40 45 4 6 1
21 30 46 42 40 45 4 6 1
22 31 46 42 40 45 4 6 1
Notes: 1. Permentary 5 is not in Gaulim, but located nearer to Rabaul.

2. TIn the case of Fermentary 1 and Fermentary 2 prices refer to prices
on offer : actual purchases may not have been made on each day
listed,
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Tahle A.2
Average prices received by exparters, £.0.b. fior coooa, paid by exporters
for cocva detivered into stare, indiisive of boumty, and paid by dealers
to growers in East New Britain, monthly averages, 1985—1987,
together with implied exporters' and dealers' margins

F.0.b. F.o.b., Expoarters' Dealers'
export export. DIS equiv,
price price price dry
without ind, ind. bean  Exporters' Dealers'
Month bounty Bounty bounty bounty mice margin margin
(L (2) (3) (4) (5) &) 7

1985

January 1838 304 2142 2018 1434 123 584
February 1986 240 2226 2118 1475 108 643
March 2029 96 2125 2006 1506 119 500
April 2169 80 2249 1935 1504 313 432
May 2091 64 2155 1927 1500 228 427
June 2065 112 2177 1933 1449 184 485
July 2008 128 2136 1983 1457 152 527
August 1966 112 2078 1992 1468 96 524
Septe mber 2047 96 2143 2041 1475 102 566
October 2118 64 2182 1962 1476 220 486
November 2107 96 2203 2017 1475 186 542
December 2102 80 2182 2106 1510 76 596
1986

January 2145 160 2305 2158 1525 147 633
February 2115 176 2291 2016 1518 276 498
March 1922 256 2178 1981 1467 197 514
April 1831 336 2167 1859 1389 309 469
May 1634 448 2082 1835 1375 247 460
June 1442 512 1954 1924 1354 30 570
July 1626 512 2138 2082 1399 56 683
August 1725 416 2141 2087 1413 54 674
September 1813 368 2181 2167 1425 13 742
October 1811 304 2115 1870 1429 144 541
November 1810 368 2178 1983 1448 195 535
December 1646 400 2046 1954 1425 142 529
1987

January 1660 448 2108 1946 1425 159 521
February 1618 480 2098 1930 1425 168 505
March 1636 496 2132 1952 1425 180 527
April 1649 480 2129 1935 1440 193 495
May 1617 496 2113 1970 1433 144 536
June 1577 480 2057 1892 1407 165 485
July le42 512 2154 2033 1400 121 633
August 1648 464 2112 1906 1400 206 506
September 1560 496 2056 1860 1400 196 460
October 1544 544 2088 1854 1385 234 469
November 1498 576 2074 1922 1400 152 522
December 1391 544 1935 1840 1405 96 435

Source: Derived from Takle A.3.
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Table A.3

Ava:agegioesmcei.vedbyexpmters,f.o.b.ﬁxoocoa,paidby
a&pcrtasﬁu:oocoaddivereﬂintoa:a:e,indlﬁveoﬂnnty,and
paid by dealers to growers in East New Britain, on a daily basis,

period 19851987
Weighted F.0.b. Exporters' Average Dealers'
average price of DIs of agquivalent
f.o.b. cocoa Lrice dealers' dry
Date export price incl., indl. prices for bean
Work of cocoa bourtty bounty wet bean ice
Day Day {K/Tonne) {(K/tonne)  (K/tonne} (t/kg) (K /tonne)
(L (2) {3} 4) (5}
1985
January (Bounty = K304)
1 1809.0
1 2 1809.0 2113 1915 47 1425
2 3 1811.0 2115 1892 47 1425
3 4 2115 1900 47 1425
5
6
4 7 2115 1900 47 1425
5 8 1812.0 2116 1913 47 1425
6 9 2116 1933 47 1425
7 10 1831.0 2135 1942 47 1425
8 11 2135 1945 48 1450
12
13
9 14 2135 1999 47 1425
10 15 2135 2044 47 1425
11 16 2135 2007 47 1425
12 17 2135 2029 47 1425
13 18 1849.0 2153 2057 47 1425
19
20
14 21 2153 2060 47 1425
15 22 2153 2080 47 1435
16 23 2153 2075 47 1425
17 24 1855.0 2159 2078 47 1425
18 25 1851.0 2155 2060 47 1425
26
27
19 28 2155 2104 48 1450
20 29 2155 2119 48 1450
21 30 1873.0 2177 2177 48 1450
22 31 1898,0 2202 2177 48 1450
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Tahle A.3 (continued)

Weighted F.o.b. Exporters' Average Dealers'
g. average price of DIS aof equivalent
! f.oh, cocoa price dealers’ dry
: Date export price incl. incl, prices for bean
 Wark of cocoa bounty bounty wet bean price
. Day bay (K/Tonne) (K/tonne) (K /tonne) (t/kg) (K Aonne)
” n (2} 3 4) (5}
Fetruary (Bounty = K240)
1 1 1898.0 2138 2113 48 1450
2
3
2 4 2138 2130 48 1450
3 5 1309.0 2149 2165 48 1450
4 [ 2149 2120 48 1450
5 7 1904.0 2145 2140 48 1450
6 8 2145 2153 50 1500
9
10
7 11 2145 2175 49 1475
8 12 2041.0 2281 2063 49 1475
9 13 2032.0 2272 2068 49 1475
10 14 2272 2095 49 1475
11 15 2272 2088 49 1475
16
17
12 18 20240 2264 2065 49 1475
13 19 2264 2070 49 1475
14 20 2264 2063 49 1475
15 21 2264 2123 50 1500
16 22 2264 2128 50 1500
23
24
17 25 2031.0 2271 2108 50 1500
18 26 2271 2188 49 1475
19 27 2271 2143 49 1475
20 28 2271 2155 50 1500
March (Bounty = K96)
1 1 1998.0 2094 2016 50 1500
2
3
2 4 2094 2011 50 1500
3 5 2094 2001 50 1500
4 6 2094 1922 50 1500
5 7 1945.0 2041 1889 49 1475
6 8 1905.0 2001 1529 49 1475
9
10
7 11 2001 1951 50 1500
8 12 1991.0 2087 1991 50 1500
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Tahle A.3 {continued)

Weighted F.o.b, Exporters' Average Dealers'

e e e

average Erice of DIS of equivalent
f.ob. cocoa ice dealers' dry
Date expart price indl, indl. prices for bean
Wark of cocoa bounty bounty wet bean rrice
Day Day (K/Tonne) (K/tonne) (KAonne) {t/kq) {K Acnne)
(1) (2} (3 4) (5)

9 13 2087 1966 50 1500
10 14 2087 2041 50 1500
11 15 2004.0 2100 1979 50 1500

16

17
12 18 2100 1989 50 1500
13 19 2016,0 2112 2054 50 1500
14 20 2027.0 2123 2059 50 1500
15 21 2123 2094 51 1525
16 22 2113.0 2209 2021 51 1525

23

24
17 25 2209 2034 51 1525
18 26 2146.0 2242 2049 51 1525
19 27 2242 2035 51 1525
20 28 2242 2036 51 1525
21 29 2144.0 2240 2064 51 1525

30

31

April (Bounty = K80)

1 1 2165.0 2245 2048 51 152%

2 2 2150.0 2230 1998 5L 1525

3 3 2206.,0 2286 2006 51 1525

4 4 2286 20086 51 1525

5
6
7
8

5 9 2228.0 2308 2021 51 1525

6 10 2209.0 2309 2025 51 1525

7 11 2309 1988 51 1525

8 1z 2113.0 2193 1993 51 1525

13
14

9 15 2171.0 2251 2023 49 1475
10 16 2189.0 2269 2025 49 1475
11 17 2122.0 2202 2015 49 1475
12 18 2099.0 2179 2083 49 1475
13 i9 2179 2124 49 1475

20
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Tahle A.3 (continued)

Weighted F.o.b. Exporters’ Average Dealers'
average price of DIS equivalent
t.o.b. cocoa price dealers' dry
Date expart price incl, indl. prices for bean
Wark of cocoa bounty bounty wet bean price
Day Day {K/Tonne} (K/tonne) (K /tonne) (t/kg) (K/tonne)}
1 () 3 5}
14 22 2117.0 2197 2103 50 1500
15 23 2195.0 2275 2108 50 1500
15 24 2275 2070 50 1500
17 25 2275 2033 50 1500
18 26 2151.0 2231 2005 50 1500
27
28
19 29 2155.0 2235 2005 50 1530
20 a0 2160.0 2240 2028 50 1500
May (Bounty = K64)
1 1 2174.0 2238 1962 50 1500
2 2 2112.0 2176 1968 50 1500
3 3 2176 1975 50 1500
4
5
4 6 2176 1959 50 1500
5 7 2176 1935 50 1500
6 8 2176 1955 50 1500
7 9 2176 1931 50 1500
] 10 2(88.0 2152 1944 50 1500
11
12
9 13 2040,0 2154 1985 50 1500
10 14 2085.0 2149 1992 50 1500
11 5 2099.0 2163 1977 50 1500
12 26 2102.0 2166 1944 50 1500
13 17 2166 1857 50 1500
18
19
14 20 2098.0 2162 1869 50 1500
15 21 2162 1894 50 1500
16 22 2063.0 2127 1899 50 1500
17 23 2127 1902 50 1500
18 24 2045.0 2109 1899 50 1500
25
26
19 27 2056.0 2120 1902 50 1500
20 28 2120 1848 50 1500
21 29 2064.0 2128 1912 50 1500
22 30 2128 1519 50 1500
23 31 2071.0 2135 1884 50 1500
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Table A.3 (continued)

Weighted F.ob. Exparters' Average Dealers'
average price of DIS of equivalent
fo.b. cocoa price dealers! dry
Date export price indl, incl. prices far bean
Work of cocoa bounty bournty wet bean ice
Day Day {K/Tonne) (K/tonne}  (K/tonne) (t/kg) (K /conne)
(1 (2) (3 4) 5

June (Bounty = K112)
1

2
1 3 2036.0 2148 1955 49 1475
2 4 2148 1950 48 1450
3 5 2148 1935 49 1475
4 6 1964.0 2076 1941 49 1475
5 7 2078 1941 49 1475

8

9

10
6 11 1984.0 2096 1968 47 1425
7 12 2096 1986 47 1425
8 13 _ 2096 1904 47 1425
9 14 1990.0 2102 1907 47 1425

15

16
10 17 1974.0 2086 1912 47 1425
11 18 2028.0 2140 1931 47 1425
12 19 2019.0 2131 1937 47 1425
13 20 2131 1940 47 1425
14 21 2018.0 2130 1960 47 1425

22

23
15 24 2031.0 2143 1902 48 1450
16 25 2143 1905 48 1450
17 26 2011.0 2123 19C0 48 1450
18 27 2123 1927 48 1450
19 28 1978.0 2090 1932 48 1450

29

30

July (Bourty = K128)

1 1 1978.0 2106 1946 48 1450
2 2 2106 1939 48 1450
3 3 2106 1944 48 1450
4 4 1991.0 2119 2016 48 1450
5 5 2119 2021 48 1450

6

7
6 8 2009.0 2137 2032 48 1450
7 9 20230 2151 2044 48 1450
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Tahle A.3 (continued)

Weighted F.c.b. Exporters' Average Dealers'
average price of DIS of equivalent.
f.o.b, cocoa price dealars' dry
Date export price incl. indl, prices for bean
Wark at cocoa bounty bounty wel bean prdce
Day Day (K/Tonne) {K/tonne) (K/tonne) {t/kg) {K /tonne}
h)] (2) 3 4) (5)
8 10 2151 2031 48 1450
9 11 2015.0 2143 2032 48 1450
10 12 2143 2037 48 1450
13
14
11 15 2012.0 2140 1360 48 1450
12 16 2014.0 2142 1970 49 1475
13 17 2142 2019 48 1450
14 18 2142 1967 48 1450
15 139 2012.0 2140 1935 48 1450
20
21
16 22 2008.0 2136 1948 48 1450
23
17 24 2136 1964 44 1450
18 25 2021.0 2149 1976 49 1475
19 26 2149 1986 49 1475
27
28
20 29 2149 1983 49 1475
21 30 2149 1941 49 1475
22 3L 2004.0 2132 1943 49 1475
August (Bounty = K112)
1 1 2004.0 2lle 1932 48 1450
2 2 2116 1947 49 1475
3
4
3 5 1959.0 2071 1937 49 1475
4 6 2071 1960 49 1475
5 7 1836.0 2048 1970 49 1475
6 8 2048 1957 49 1475
7 9 1951.0 2063 1966 49 1475
10
11
8 12 2063 1976 49 1475
9 13 1923,0 2035 1986 49 1475
10 14 2035 1982 49 1475
11 15 2035 1977 49 1475
12 16 1936.0 2048 1991 49 1475
17
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Tanle A.3 (continued)

Weighted F.o.b, Exporters' Average Dealers'
average price of DIS of equivalent
fob. cocoa price dealers’ dry
Date expart price indl, indl. prices for bean
Wark of cocoa bounty bounty web bean [rice
Day Day (K/Tonne} (K/tonne) (K /tonne) (t/kg) (K Aonne)
48] {2) 3] 4) ()]
13 19 1979.0 2091 1977 49 1475
14 20 1942,0 2054 1981 49 1475
15 21 1917.0 2029 1980 49 1475
16 22 1964.0 2076 1990 49 1475
17 23 2076 2042 49 1475
24
25
18 26 1995.0 2107 2042 48 1450
19 27 2012.0 2124 2042 48 1450
20 28 2124 2082 48 1450
21 29 2031.0 2143 2082 48 1450
22 30 2143 2020 48 1450
31
September (Bounty = K96)
1
1 2 2025.0 2121 2024 49 1475
2 3 2000.0 2096 2024 49 1475
3 4 2096 2040 49 1475
4 5 1995.0 2091 2056 49 1475
5 6 2021.,0 2117 2075 49 1475
7
8
6 9 1995.0 2091 1986 49 1475
7 10 2091 i981 49 1475
8 11 1978.0 2074 1984 43 1475
9 12 1991.0 2087 2009 49 1475
13
14
15
16
17
10 18 1985.0 2087 2047 48 1450
11 19 2010.0 2106 2036 49 1475
12 20 2106 2056 49 1475
21
22
13 23 2107.0 2203 2095 49 1475
14 24 2147.0 2243 2070 49 1475
15 25 2243 2064 49 1475
i6 26 2243 2071 49 1475
17 27 2243 2061 49 1475
28
29
18 30 2243 2065 49 1475
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Tahle A.3 (continued)

Weighted F.o.b. Exparters' Average Dealers'
average price of DIS of equivalent
f.ob. cocoa price dealers' dry
Date export price indl, indl, prices for bean
Wark of cocoa bounty bounty wet bean price
Day Day (K/Tonne) (KAonne) (K/tonne) (t/kg) {K /tonne)
(1) (2) (3} 4) (5)
October (Bounty = Kb64)
1 1 2147.0 2211 2034 49 1475
2 2 2136.0 2200 1987 49 1475
3 3 2133.0 2197 1979 49 1475
4 4 2140,0 2904 1983 50 1500
5
6
5 7 2204 1994 49 1475
6 8 2156.0 2220 2035 49 1475
7 9 2096.0 2160 2022 49 1475
8 10 2128,0 2192 2009 49 1475
9 i1 2123.0 2187 1929 49 1465
12
13
10 14 2121.0 2185 1947 49 1475
11 15 2118.0 2182 1879 49 1475
12 16 2117.0 2181 1894 49 1475
13 17 2181 1937 49 1475
14 18 2112.0 2176 1969 49 1475
19
20
15 21 2176 1959 49 1475
16 22 2090.0 2154 1964 49 1475
17 23 2154 1962 49 1475
18 24 2093.0 2157 1959 49 1475
19 25 2091.0 2155 1963 49 1475
26
27
20 28 2095.0 2159 1968 49 1475
21 29 2119,0 2183 1967 49 1475
22 30 2183 1892 49 1475
23 31 2114,0 2178 1892 49 1475
November (Bounty = K96)
1 1 2114.0 2210 1939 49 1475
2
3
2 4 2210 1941 49 1475
3 5 2110.0 2206 1962 49 1475
4 6 2112.0 2208 1932 49 1475
5 7 2208 1936 49 1475
6 8 2208 1981 49 1475
9
10
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Tahle A.3 (continued)

Weighted F.c.b, Exparters' Average Dealers'
average price of DIS of equivalent
f.o.b. cocoa phce dealers’ dry
Date export price incl, incl. prices for bean
Wark of cocoa bourty bounty wet bean price
Day Day (K /Tonne) (KAonne) (K/tonne) (t/kqg} (K/tonne)
68)] (2) (3 4) (5)
7 11 2095.,0 2191 1991 49 1475
8 12 2082.0 2178 2006 49 1475
9 13 2178 2024 49 1475
10 14 2103.0 2199 2019 49 1475
11 15 2199 2009 49 1475
16
17
12 18 2199 2042 49 1475
13 19 2133.0 2229 2044 49 1475
14 20 2125.0 2221 2041 49 1475
15 21 2221 2052 49 1475
16 22 2221 2079 49 1475
23
24
17 25 2100.0 2196 2091 49 1475
18 36 2196 2089 49 1475
19 27 2115.0 2211 2079 49 1475
20 29 2115.0 2211 2055 49 1475
21 29 2076.0 2172 2055 49 1475
30
December (Bourty = K80)
1
1 2 20720 2152 2063 49 1475
2 3 2152 2071 49 1475
3 4 2152 2061 50 1500
4 5 2152 2063 50 1500
5 6 2106.0 2186 2053 50 1500
7
g
6 9 2017.0 2097 2103 50 1500
7 10 2093.0 2173 2105 50 1500
8 11 2119.0 2189 2088 50 1500
9 12 2125.0 2205 2078 50 1500
10 13 2205 2088 50 1500
14
15
11 i6 2205 2080 51 1525
12 17 2097.0 2177 2085 51 1525
13 18 2096.0 2176 2108 51 1525
14 19 2102.0 2182 2100 51 1525
15 20 2097.0 2177 2103 51 1525
21
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Table A.3 (continued)

Weighted F.o.b. Exporters' Average Dedlers'
average price of DIS of equivalent
f.o.b. cocoa price dealers' dry
Date export price indl. indl. prices far bean
Wark of cocoa bounty bounty wet bean ice
Day bay (K/Tonne) (K/tonne) (K/toone) {t/kg) (K /tonne)
{1) (2) (3) 4) (5)
16 23 2115.0 2195 2145 51 1525
17 24 2120.0 2200 2173 51 1525
25
26
18 27 2130.0 2210 2173 51 1525%
28
29
19 30 2141.0 2221 2190 51 1525
20 31 2145.0 2225 2184 51 1525
; 1986
i January (Bounty = K160)
? 1 2125.,0
1 2 2285 2264 51 1525
2 3 2285 2298 51 1525
4
5
3 6 2285 2240 51 1525
4 7 2285 2173 51 1525
5 B8 2181.0 2341 2163 51 1525
6 9 2127.0 2287 2143 51 1525
7 10 2287 2183 51 1525
11
12
8 13 2103.0 2263 2200 51 1525
9 14 2263 2176 51 1525
10 15 2263 2181 51 1525
11 16 2146.09 2306 2161 51 1525
12 17 2147.0 2307 2148 51 1525
18
19
13 20 2307 2123 51 1525
14 21 2124.0 2284 2116 51 1525
15 22 2209.0 2369 2117 51 1525
16 23 2369 2118 51 1525
17 24 2201.0 2361 2121 51 1525
25
26
18 27 2361 2124 51 1525
19 28 2361 2117 51 1525
20 29 2208.0 2368 2111 51 1525
21 30 2080.0 2240 2110 51 1525
22 31 2083.0 2243 2098 51 1525
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Table A.3 (continoed)

Weighted F.o.b, Exporters' Average Dealers’
average price of DIS aof equivalent
f.o.b. cocoa frice dealers' dry
Date expart price incl, incl prices for bean
Wark of cocoa bounty bounty wet bean ice
Day Day (K/Tonne} (K/tonne) (K/onne) {t/kg) {K /tonne)
(1) 2) (3} 4) (5}

February (Bounty = K176)

1 2083,0

2
1 3 2082.0 2258 2107 5L 1525
2 4 2180,0 2356 2106 51 1525
3 5 2356 2056 51 1525
4 6 2356 2054 51 1525
5 7 2356 2062 51 1525

8

9
6 10 2356 2011 51 1525
7 1l 2169.0 2345 2021 51 1525
8 12 2345 2029 51 1525
9 13 2345 2020 51 1525
10 14 2345 2014 51 1525

15

16
11 17 2345 2016 51 1525
iz 18 2133.0 2309 2019 51 1525
13 19 2115.0 2291 2031 51 1525
14 20 2119.0 2295 2000 51 1525
15 21 2136.0 2312 1980 50 1500

22

23
16 24 1998.0 2174 1980 50 1500
17 25 2174 1997 50 1500
18 26 2174 1982 50 1500
19 27 2174 1907 50 1500
20 28 1982.0 2158 1921 50 1500

March (Bounty = K256)

1

2
1 3 1965.0 2221 1967 50 1500
2 4 2221 2020 50 1500
3 5 2221 1961 49 1475
4 6 2221 1926 49 1475
5 7 2221 1971 49 1475

8

9
6 10 1951.0 2207 1989 45 1475
7 11 2207 1989 49 1475
8 12 2207 2035 49 1475
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Tahle A.3 (continued)

Weighted F.o.b. Exparters' Average Dealers'
average price of DIS of equivalent
f.ob. cocoa price dealers’ dry
Date expart price indl, incl, prices for bean
wWark of cocoa bounty bounty wet bean price
Day Day (K/Tonne) {K/onne)  (K/tonne) (t/kg) (X /tonne)
1) (2} (3} 4) 5)
9 13 1893.0 2149 2031 49 1475
10 14 2149 2052 48 1450
15
16
11 17 2149 2021 48 1450
12 18 2149 2037 48 1450
13 19 2149 2047 48 1450
14 20 1892.0 2148 2027 48 1450
15 21 2148 1996 48 1450
22
23
16 24 2148 1915 48 1450
17 25 2148 1872 48 1450
18 26 2148 1475 49 1475
19 27 1920.0 2176 1879 49 1475
28
29
30
3l
April (Bounty = K336)
1 1 1891.0 2227 1905 49 1475
2 2 2227 1896 47 1425
3 3 2227 1905 47 1425
4 4 1845,0 2181 1890 47 1425
5
6
5 7 2181 1879 45 1375
6 8 2181 1866 45 1375
7 9 1808.0 2144 1864 45 1375
8 10 2144 1567 45 1375
9 11 2144 1871 45 1375
12
13
10 14 1978.0 2314 1841 45 1375
1i 15 2314 1821 45 1375
12 16 1947.0 2283 1817 45 1375
13 17 2283 1820 45 1375
14 18 1682.0 2018 1939 45 1375
19
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Table A.3 {(continued)

Weighted F.0.b, Expoarters' Awverage Dealers'
average price of DIS of equivalent
f.o.b. cocoa price dealers' dry
Date export price incl, incl. prices far bean
Wark of cocoa bounty bounty wet bean mice
Day Day (K/Tenne) (K/tonne)  (K/tonne) t/kg) (X /tonne)
) (2) (3) 4) (5}
15 21 2018 1909 46 1400
16 22 1737.0 2073 1961 46 1400
17 23 1847.0 2183 1951 45 1375
18 24 2183 1904 45 1375
i9 25 2183 1809 45 1375
26
27
20 28 1775.0 2111 1737 45 1375
21 29 1692.0 2028 1711 45 1375
22 30 2029 17322 45 1375
May (Bounty = K448)
1 1 1671.0 2119 1829 45 1375
2 2 2119 1851 45 1375
3
4
3 5 211% 1836 45 1375
4 6 2119 1838 45 1375
5 7 2119 1748 45 1375
6 8 2119 1791 45 1375
7 9 2119 1824 45 1375
10
1l
8 12 1660.0 2108 1823 45 1375
9 13 1609.0 2057 1861 45 1375
10 14 1625.0 2073 1819 45 1375
11 15 2073 1809 45 1375
i2 16 2073 1844 45 1375
17
18
13 19 1621.0 2069 1848 45 1375
14 20 2069 1829 45 1375
15 21 2069 1842 45 1375
16 22 2069 1850 45 1375
17 23 1630.0 2078 1835 45 1375
24
25
18 26 2078 1847 45 1375
19 27 2078 1847 45 1375
20 28 1584.0 2032 1862 45 1375
21 29 2031 1862 45 1375
22 30 1571.0 2019 1845 45 1375
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Tahle A.3 {continued)

Weighted F.0.D. Exparters'  Average Dealers'
average price of DIS of equivalent
f.o.b. cocoa price dealers' dry
Date export price incl, incl, prices for bean
Wark af cocoa bournty bounty weat bean prce
Day Day (K/Tonne) (K/tonne) (K/tonne) t/kg) (K /tonne)
(1} {2) (3 4) (5}
June (Bounty = K512)
1
1 2 1594.0 2106 1899 44 1350
2 3 2106 1893 44 1350
3 4 2106 1890 44 1350
4 5 2106 1933 44 1350
5 6 1575.0 2087 1999 44 1350
7
8
9
6 10 2087 1944 45 1375
7 11 1601.0 2118 1944 45 1375
8 12 1591.0 2103 1934 45 1375
9 13 1585.0 2097 1954 44 1350
14
15
10 16 1697.0 2209 1939 44 1350
11 17 1703,0 2215 1895 44 1350
12 18 1695.0 2207 1902 44 1350
13 19 1691.0 2203 1881 44 1350
14 20 2203 1942 44 1350
21
22
15 23 2203 1932 44 1350
16 24 1676.0 2188 1930 44 1350
17 25 1671.0 2183 1891 44 1350
18 26 2183 1908 44 1350
19 27 2183 1937 44 1350
28
29
20 30 2183 1923 44 135u
July (Bounty = K512}
1 1 1674.0 2igeé 1945 44 1350
2 2 2186 1939 44 1350
3 3 2186 1939 44 1350
4 4 1553.0 2065 1934 44 1350
5
6
5 7 2065 1945 44 1350
6 8 1563.0 2075 2022 46 1400
7 9 2075 2028 46 1400
8 10 2075 2028 46 1400
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Tahle A.3 (continued)

Weighted F.o.b. Exparters' Average Dealers!
average price of DI of equivalent
f.ob. cocoa price dealers' dry
Date export price ind. ind, prices for bean
Wark of cocoa bourtty bounty wet bean pdce
bay Day (K/Tonne) (KAonne) (K/Aonne) {t/kg} (K tonne)
(1) (2) (3) 4) (5)
9 11 1582.0 2094 2043 46 1400
12
13
14
10 15 2094 2085 46 1460
11 16 2094 2091 46 1400
12 17 2094 2095 46 1400
13 18 1604.0 2116 2120 47 1425
19
20
14 21 1678.0 2190 2187 47 1425
15 22 2190 2211 47 1425
23
is6 24 2190 2164 47 1425
17 25 2190 2182 47 1425
26
27
18 28 1667.0 2179 2174 47 1425
19 29 2179 2183 47 1425
20 30 1680.0 2192 2196 47 1425
21 31 2192 2205 47 1435
August (Bounty = K416)
1 1 1680.0 2096 2099 47 1425
2
3
2 4 2096 2102 47 1425
3 5 2096 2068 47 1425
4 6 2096 2060 47 1425
5 7 1688.0 2104 2075 46 1400
6 8 1718.0 2134 2095 46 1400
9
10
7 11 2134 2051 46 1400
8 12 2134 2060 46 1400
9 13 2134 2163 46 14090
16 14 2134 2163 46 1400
11 15 2134 2075 46 1400
16
17
12 18 1760.0 2176 2079 47 1425
13 19 2176 2077 47 1425
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Tahbie A.3 {continued)

Weighted F.o.b. Exporters' Average Dealers'
average price of DIS of equivalent
fo.b. cocoa ice dealers' dry
Date expart. price indl. incl prices for bean
Wark of cocoa bounty bounty wet bean price
Day Day (K/Tonne) {K/tonne) (K /tonne) t/kg) (K /tonne)
(L) {2) (&)} 4) {5
14 20 2176 2081 47 1425
15 21 1744.0 2160 2085 47 1425
16 22 2160 2079 46 1400
23
24
17 25 2160 2079 46 1400
18 26 2160 2099 46 1400
19 27 2160 2121 47 1425
20 28 1756.0 2172 2131 47 1425
21 29 2172 2184 47 1425
30
31
September (Bounty = K 368)

1 1 11560 2124 2205 47 1425
2 2 113%0 006 090 LY A%
3 3 1778.0 2146 2228 4] 1425
4 4 2146 2208 47 1425
5 5 2146 2208 47 1425

6
7
6 8 2146 2206 47 1425
7 9 2146 2193 47 1425
8 10 2146 2178 47 1425
9 11 1850.0 2218 2183 47 1425
10 12 1905.0 2173 2216 47 1425
13
14
11 15 2173 2244 47 1425
16

12 17 2173 2217 47 1425
13 18 1835.0 2203 2198 47 1425
14 19 2203 2192 47 1425

20
21

15 22 2203 2216 47 1425
16 23 2203 2104 47 1425
17 24 2203 2061 47 1425
18 25 2203 2063 47 1425
19 26 2203 2069 47 1425

27
28

20 29 1898.0 2266 2073 47 1425

21 30 2266 2063 47 1425
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Tahle A.3 (continued)

g~ B

Weighted F.o.b, Exporters'  Average Dealers'
average price of DIS of equivalent
f.o.b, cocoa price dealers' dry
Date export price indl, incl, prices for bean
Wark of cocoa bounty bounty wet bean price
Day Day (K/Tonne) (K/tonne) (K/tonne) (t/kg) (K Atonne)
(1} (2 (3} 4) 5

October (Bounty = K304)

1 1 1898.0 2202 1984 47 1425
2 2 1871.0 2175 1987 47 1425
3 k) 2175 2020 47 1425
4
5
4 6 2175 2044 48 1450
5 7 2175 2038 48 1450
6 8 2175 1993 48 1450
7 9 2175 1967 48 1450
8 10 1867.0 2171 1935 47 1425
11
12
9 13 1803.0 2107 1945 47 1425
10 14 2107 1943 47 1425
11 15 2107 1956 47 1425
12 16 1803.0 2107 1974 47 1425
13 17 2107 1982 47 1425
18
19
14 20 2107 1992 47 1425
15 21 1736.0 2040 1967 47 1425
16 22 2040 1954 47 1425
17 23 1752.0 2056 1954 47 1425
18 24 2056 1964 47 1425
25
26
19 27 2056 1948 47 1425
20 28 2056 1943 47 1425
21 29 1763.0 2067 1948 47 1425
22 30 1797.0 2101 1945 47 1425
23 31 2101 1933 47 1425

November (Bounty = K368)

1 1797.0

2
1 3 2165 1961 48 1450
2 4 2165 1961 48 1450
3 5 1795.0 2163 1966 48 1450
4 6 2163 1974 48 1450
5 7 1839.0 2207 1974 48 1450

8

9
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Tahle A. 3 (continued)

Weighted F.o.b. Exporters’  Average Dealers'
average price of DIS equivalent
f.o.b. cococa price dealers' dry
Date expart price incl. incl. prices far bean
Work of cocoa bounty bounty wet bean price
Day Pay (K/Tonne) {K/tonne} (K/tonne) (t/kg) (K /tonne)
(1} (2) (3) 4) (5
6 10 2207 1967 48 1450
7 11 2207 1967 48 1450
8 12 1855.0 2223 2037 48 1450
9 13 2223 2047 48 1450
10 14 1799.0 2167 2041 48 1450
15
i6
11 17 1783.0 2151 2047 48 1450
12 18 1786.0 2154 2012 48 1450
13 19 2154 1976 48 1450
14 20 2154 1998 48 1450
15 21 2154 1973 48 1450
22
23
16 24 1823.0 2191 1968 48 1450
17 25 2191 1949 48 1450
18 26 2191 1939 48 1450
19 27 2191 1946 47 1425
20 28 1763.0 2131 1946 47 1425
29
30
December (Bounty = K400)
1 1 1763.0 2163 1983 47 1425
2 2 2163 1951 47 1425
3 3 1739.0 2139 1951 47 1425
4 4 2139 1960 47 1425
5 5 1726.0 2126 1950 47 1425
6
7
6 8 2126 1349 47 1425
7 9 2126 1944 47 1425
8 10 2126 1936 47 1425
9 11 1759.0 2159 1958 47 1425
10 12 2159 1954 47 1425
13
14
11 15 2159 1944 47 1425
12 16 2159 1944 47 1425
13 17 2159 1946 47 1425
14 18 2159 1980 47 1425
15 19 2159 1943 47 1425
20
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Table A. 3 (continued)

Weighted F.ob. Exparters' Average Dealers'
average nrice of DIS of equivalent
fob. cocoa pdce dealers' dry
Date expaort price incl. indl, prices far bean
Wark of cocoa bounty bounty wet bean price
Day Day (K/Tonne) {K/tonne) {K/tonne} t/kg) (K /tonne)
(L (2} (3 4) (5
16 22 2159 1973 47 . 1425
17 23 2159 1958 47 1425
is 24 2159 1953 47 1425
25
26
27
28
19 29 1715.0 2119 1953 47 1425
20 30 2119 1955 47 1425
21 31 1726,0 2126 1955 47 1425
1987
January {(Bounty = K448)
1 1726.0
1 2 1719.5 2168 1976 47 1425
3
4
2 5 2168 2021 47 1425
3 6 2168 1971 47 1425
4 7 1686.0 2134 1948 47 1425
5 8 2134 1950 47 1425
6 9 1681.0 2129 1950 47 1425
10
11
7 12 2129 1948 47 1425
8 13 1643.8 2092 1948 47 1425
9 14 2092 1850 47 1425
10 15 1646.5 2095 1958 47 1425
11 16 2095 1958 47 1425
17
18
12 19 2095 1956 47 1425
13 20 1652.5 2101 1991 47 1425
14 21 1637.0 2085 1986 47 1425
15 22 1651.3 2099 1977 47 1425
16 23 2099 2012 47 1425
24
25
17 26 1641.3 2089 1883 47 1425
18 27 1634.3 2082 1876 47 1425
19 28 2082 1888 47 1425
20 29 1612.8 2061 1888 47 1425
21 30 2061 1886 47 1425
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Table A.3 (continued)

Weighted F.o.b. Exporters' Average Dealars'
average price of DIS of equivalent.
f.o.b, cocoa price dealers’ dry
Date expart price incl, incl. prices for bean
Work of cocoa bourty bounty wet bean price
Day Day (K/Tonne) {K/tonne)  (K/tonne) (t/kg) {K /tonne)
(1 (2) &) 4) 5

February (Bounty = K480)

1 1612.8

1 2 2093 1930 47 1425
2 3 2093 1926 47 1425
3 4 2093 1931 47 1425
4 5 2093 1931 47 1425
5 6 2093 1933 47 1425

7

8
6 9 2093 1935 47 1425
7 10 2093 1968 47 1425
8 11 1624.0 2104 1938 47 1425
9 12 2104 1933 47 1425
10 13 2104 1908 47 1425

14

15
11 16 2104 1916 47 1425
12 17 2104 1921 47 1425
13 18 1618.5 2099 1921 47 1425
14 19 2099 1916 47 1425
i5 20 2099 1925 47 1425

21

22
16 23 2099 1935 47 1425
17 24 2099 1928 47 1425
18 25 2099 1934 47 1425
19 26 2099 1938 47 1425
20 27 2099 1938 47 1425

28

March (Bounty = K496}
1 1615.5

1 2 1619.8 2116 1952 47 1425
2 3 1625.3 2121 1948 47 1425
3 4 2121 1928 47 1425
4 5 2121 1947 47 1425
5 6 1623.3 2119 1947 47 1425

7

8
6 9 2119 1948 47 1425
7 10 1642.8 2139 1950 47 1425
B 1L 2139 1946 47 1425
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Tahle A.3 (continued)

Weighted F.o.b. Exparters' Average Dealers'
average price of DIS equivalent
f.a.b, cocoa price dealers' dry
Date expart price incl. incl. prices far bean
Wark of cocoa bounty bounty wet bean price
Day Day  (K/Tonne) (K/tonne)  (K/tonne) {t/kg) (K /tonne)
(1) (2) (3) (5)
9 12 2139 1544 47 1425
10 13 2139 1945 47 1425
14
15
11 le 2139 1960 47 1425
12 17 2139 1982 47 1425
13 18 1641.3 2137 1959 47 1425
14 19 2137 1961 47 1425
15 20 1636.8 2133 1966 47 1425
21
22
16 23 1638.3 2134 1951 47 1425
17 24 1639.3 2135 1946 47 1425
i8 25 2135 1949 47 1425
19 26 2135 1949 47 1425
20 27 2135 1936 47 1425
28
29
21 30 2135 1986 47 1425
22 k3 2135 1951 47 1425
April (Bounty = K480)
1 1 1639.3 2119 1929 47 1425
2 2 2119 1930 47 1425
3 3 1643.8 2124 1928 47 1425
4
5
4 6 2124 1935 47 1425
5 7 1650.3 2130 1943 47 1425
6 8 2130 15909 47 1425
7 9 1667.8 2148 1929 47 1425
8 10 2148 1929 47 1425
11
12
9 13 2148 1929 48 1450
10 14 2148 1929 48 1450
11 15 2148 1908 48 1450
12 16 1651.5 2132 1908 48 1450
i7
18
19
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Tahle A.3 (continued)

Weighted F.o.b. Exportars'  Average Dealars'
average price of DIS of equivalent.
f.ohb. cocoa price dealers' dry
Date export price indl., incl. prices for bean
Work of cocoa bounty bounty wet bean rice
Day Day (K,/Tonne) (K/tonne) (K /tonne) {t/kg) (X /tonne)
(1) (2) (3) 4} (5
13 21 2132 1955 48 1450
14 22 2132 1959 48 1450
15 23 1643.5 2124 1942 48 1450
le 24 1643.3 2123 1947 48 1450
25
26
17 27 2123 1954 48 1450
18 28 1628.3 2108 1947 48 1450
19 29 2108 1959 48 1450
20 30 2108 1938 48 1450
May (Bounty = K496)
1 1 1628.3 2124 1954 48 1450
2
3
2 4 2124 1992 47 1425
3 5 2124 1993 47 1425
4 6 2124 1964 47 1425
5 7 1616.0 2112 1966 47 1425
6 8 2112 1989 48 1450
9
10
7 11 2112 1997 48 1450
8 12 2112 1985 48 1450
9 13 2112 1997 48 1450
10 14 1607.5 2104 1997 48 1450
11 15 2104 1998 48 1450
16
17
12 18 1612.3 2108 2004 47 1425
13 19 2108 1999 47 1425
14 20 1611.3 2107 1994 47 1425
15 21 2107 971 47 1425
16 22 2107 1944 47 1425
23
24
17 25 2107 1953 47 1425
18 26 1623.8 2120 1941 47 1425
19 27 1629.8 2126 1931 47 1425
20 28 1614.3 2110 1895 47 1425
21 29 1616.8 2113 1895 47 1425
30
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Tahle A. 3 (continued)

Weighted F.o.b. Exporters' Average Dealers'
average price of DIS of equivalent
f.o.b. cocoa price dealers' dry
Date expart price ind. incl, prices for bean
Wark of cocoa bournty bournty wet bean rice
Day Day (K/Tonne) (E/tonne) (K /tonne) (t/kg) (X /ftonne)
1) (2) (3) 4) (5
June (Bounty = K480)
i 1 1616.3 2096 1903 47 1425
2 2 1600.0 2080 1876 47 1425
3 3 1605.3 2085 1872 47 1425
4 4 2085 1891 47 1425
5 5 2085 1861 47 1425
6
7
8
6 9 1568.5 2049 1869 47 1425
7 10 2049 1870 46 1400
8 11 2049 1876 46 1400
9 12 2049 1876 46 1400
13
14
10 15 1563.8 2044 1843 46 1400
il 16 1571.8 2052 1861 46 1400
12 17 2052 1883 46 1400
13 18 1565.8 2046 1895 46 1400
14 19 1576.3 2056 1892 416 1400
20
21
15 22 1561.8 2042 1891 46 1400
16 23 1579.0 2059 1913 46 1400
17 24 1595.5 2076 1936 46 1400
18 25 1549.5 2030 1977 46 1400
19 26 1562.8 2043 1978 46 1400
27
28
20 29 2043 1985 46 1400
21 30 1537.0 2017 1980 46 1400
July (Bounty = K512)
1 1 1537.0 2049 1994 46 1400
2 2 2049 1981 46 1400
3 3 1576.0 2088 2012 46 1400
4
5
4 6 15915 2104 2007 46 1400
5 7 2104 2017 46 1400
6 8 2104 2012 46 1400
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Table A.3 (continued)

Weighted F.0.b. Exporters’ Average Dealers'
average price of DIS of equivalent
f.o.b. cocoa price dealers' dry
Date export price incl, indl, prces far bean
Wark af cocoa bounty bounty wet bean price
Day Day {K/Tonne) (KAonne) (K/Aonne) k) (K /Aonne}
(1) (#))] (3) 4} &)
7 9 1594.5 207 2020 46 1400
8 10 2107 2022 46 1400
11
12
13
9 14 1604.5 2117 2079 46 1400
10 15 1616.8 2129 2087 46 1400
11 16 2129 2094 46 1400
12 17 2129 2108 46 1400
18
19
13 20 1663.0 2175 2100 46 1400
14 21 1le84.0 2196 2076 46 1400
15 22 2196 2027 46 1400
23
16 24 1726.0 2238 2027 46 1400
25
26
17 27 1728.0 2240 2049 46 1400
18 28 2240 2037 46 1400
19 29 2240 1968 46 1400
20 30 2240 1983 46 1400
21 31 1746.0 2258 1997 46 1400
August (Bounty = K464)
1
2
1 3 1717.0 2181 1943 4 1400
2 4 2181 1925 46 1400
3 5 2181 1916 46 1400
4 6 2181 1933 46 1400
5 7 1665.0 2129 1931 46 1400
8
9
6 10 2129 1892 46 1400
7 11 1626.0 2090 1884 46 1400
8 12 2090 1900 46 14006
9 13 1673.0 2137 1917 46 1400
10 14 2137 1891 46 1400
15
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Tahle A.3 {continued)

Weilghted ¥.0.b. Exporterst  hverage Dealers'
average price of ja)is? of eqaivalent
f.o.b. cocca price dealers' dry
Date expart price indl, indl, prices for bean
Wark of cocoa bounty bounty wet bean pice
Day Day (K/Tonne} (K/tonne) (K /tonne) (t/kg) (K tonne)
1) (2) (3 4) (5)
11 17 1642.,0 2106 1899 46 1400
12 18 2106 1899 16 1400
13 19 2106 1899 46 1400
14 20 1619.0 2083 1883 46 1400
15 21 1591.0 2055 1883 46 1400
22
23
16 24 1615.0 2079 1871 46 1400
17 25 2079 1900 46 1400
18 26 2079 1898 46 1400
19 27 2079 1923 46 1400
20 28 2079 1913 46 1400
29
30
21 3 1602.0 2066 1925 46 14060
September (Bounty = K496)
1 1 1572.0 2068 1950 46 1400
2 2 1581.0 2077 1895 46 1400
3 3 2077 1906 16 1400
4 4 1559.0 2055 1896 46 1400
5
6
5 7 2055 1896 46 1400
6 8 1591.0 2087 1892 46 1400
7 9 1582.0 2078 1849 46 1400
8 10 2078 1828 46 1400
9 11 2078 1828 46 1400
12
13
10 14 2078 1819 46 1400
11 15 1581.0 2077 1819 46 1400
16
12 17 2077 1831 46 1400
13 18 2077 1831 46 1400
19
20
14 21 2077 1831 46 1400
15 22 1496.0 1992 1876 46 1400
16 23 1524.,0 2020 1864 46 1400
17 24 2020 1856 46 1400
18 25 2020 1856 46 1400
26
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Table A.3 (continued)

Weighted F.o.b. Exporters’ Average Dealers’
average price of DIS of aquivalent
f.o.b. cocoa price dealers' dry
Date expart price incl. incl, prices for bean
Work of cocoa bounty bounty wet bean xice
Day Day (K/Tonne) (K/tonne)  (K/tonne) (t/kg) (K /tonne)
(e} (2} (3 4) (3
19 28 1532.0 2028 1862 46 1400
20 29 1530.,0 2026 1851 46 1400
21 30 2026 1827 46 1400
October (Bounty = K544)
1 1 1530.0 2074 1842 46 1400
2 2 1553.0 2097 1847 46 1400
3
4
3 5 2097 1855 45 1375
4 6 2097 1845 45 1375
5 7 2097 1852 46 1400
6 8 2097 1879 46 1400
7 9 2097 1897 45 1375
10
1l
8 12 2097 1893 45 1375
9 13 2097 1859 45 1375
10 14 2097 1857 45 13175
11 15 1555,0 2099 1844 45 1375
12 16 2099 1840 45 1375
17
18
13 19 2099 1817 45 1375
14 20 2099 1825 45 1375
15 21 2099 1847 45 1375
16 22 2099 1857 45 1375
17 23 1554.0 2098 1839 45 1375
24
25
18 26 2098 1832 46 1400
19 27 2098 1857 46 1400
20 28 2098 1868 46 1400
21 29 1526.0 2070 1868 46 1400
22 30 1491.0 2035 1866 46 1400
31
November (Bounty = K576)
1
1 2 1491.0 2067 1923 46 1400
2 3 2067 1925 46 1400
3 4 2067 1930 46 1400
4 5 2067 1892 46 1400
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Table A.3 (continued)

Weighted F.ob. Exporters' Average Dealers'

average price of DIS of equivalent
fo.b, cocoa price dealers' dry
Date export price incl. incl, prices for bean
Work of cocoa bounty bounty wet bean price
Day bay (K/Tonne) (K/tonne)  (K/tonne) (t/kg) (K /tonne)
8] (2) €)] 4} (5)
5 6 1459.0 2035 1886 46 1400
7
8
6 9 1503.0 2079 1889 46 1400
7 10 1527.0 2103 1916 46 1400
8 11 2103 1965 46 1400
9 12 2103 1968 46 1400
10 13 2103 1958 46 1400
14
15
11 16 2103 1918 46 1400
12 17 1516.0 2092 1881 46 1400
13 1g 2092 1874 46 1400
14 19 2092 1884 46 1400
15 20 1482.0 2058 1887 46 1400
21
22
16 23 2058 1892 46 1400
17 24 1478.0 2054 1934 46 1400
18 25 2054 1966 46 1400
19 26 2054 1961 46 1400
20 27 2054 1953 46 1400
28
29
21 30 2054 1963 46 1400
December (Bounty = K544)
1 1 1540.0 2084 1914 46 1400
2 2 2084 1879 46 1406
3 3 1555.0 2099 1870 46 1400
4 4 1475.0 2019 1845 46 1400
5
6
5 7 2019 1905 46 1400
6 8 1484.0 2028 1804 46 1400
7 9 2028 1805 46 1400
§ 10 2028 1805 46 1400
9 11 2028 1805 46 1400
12
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Tahle A.3 (continued)

Weighted F.ob. Exporters’ Average Dealers'
average price of DIS of equivalent
f.o.b. cocoa price dealers' dry
Date export price incl. inel. prices for bean
Wark of cocoa bounty bounty wet bean pice
Day Day (K/Tonne) (K/tonne) (K/tcnne) {t/kq) (K Aonne)
(1) (2 (3 4) 1G]
10 14 2028 1833 46 1400
11 15 1466.0 2010 1830 46 1400
12 16 2010 1820 46 1400
13 17 1381.0 1925 1825 46 1400
14 18 1925 1828 47 1425
19
20
15 21 1925 1835 a7 1425
16 22 1925 1843 46 1400
17 23 1925 1859 47 1425
18 24 1925 1834 47 1425
25
26
27
19 28 1925 1832 46 1400
20 29 1925 1834 46 1400
21 30 1413.0 1957 1832 46 1400
22 31 1957 1832 46 1400
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Notes:

F.o.b. expart price:

Exparts are generally shipped two or three months after an expart contract is signed
at a given price. Tt has been assamed that prices paid by exporters would be
influenced by export prices being cbtained on contracts currently being signed rather
than on shipments cwrently being made. Exporters are likely to have access to
putidished and other direct infarmation on the state of Eurcpean and cther overseas
markets, but we have ignared this. New contracts are signed at intervals ranging from
one o two days to several weeks., We have assumed that exparters are influenced by
the last contract price obtained and not by previous prices. The £.0.b. export price for
the three exporters as a group is calculated as a weighted average, allowing the
dominant exporter a 50 per cent weight and the other two 25 per cent weights, using
the last contract price for each as currently applicable. Gaps in Calumn (1) indicate
that no new contracts were signed by any of the three exporters, so that the previous
[xice obtains, A continuous series is given in Calumn (2) when the bounty is addad.

The same weighting is used in caleulating the exparters' delivered-into-store price.

The average dealers' price is calculated as an unweighted arithmetic mean of the four
main dealers' prices, rounded to the nearest toea, The derivation from this of the
corresponding equivalent dry bean price is exglained in the Appendix,
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Fareign Invest ment Pdlicy, (ISBN 9980~77-004-X)
John Wylie, plus Seminar Proceedings, (155 pps), August 1977 (Out of print),
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(ISBN 9980-77-005-8), Allan Brown, pdlus Seminar Proceadings, (106 pps) January 1978
(Out of print).
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Terry Pitt (96 pps) August 1979 (Out of print).
Tax Policy in Papua New Guinea, (ISBN 3980-77-007-4),
Robert Neild (80 pps) January 1980,
Problems of Tax Reform, ISBEN 9980-77-008-2),
Russell Mathews (39 pps) July 1980 (Out of print).
Land Pdlicy and Economic Development in Papua New Guinea, ISBN 9980-77-009-0),
Jack Knetsch and Michael Trebilcock
(137 pps) May 1981.
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Alistair Fraser (108 pps) August 1981,
Puhlic Finance and Tax Reform, (ISBN $980-77-011-2),
Raj J. Chelliah (37 pps) August 1981 (Out of print)
Proceadings of Public Seminar on Land Pdlicy and Economic
Development in Papua New Guinea, (ISBN 9980-77-012-0) (80 pps) June 1981.
Public Enterprises in Papua New Guinea, (ISBN 9980~77-013-9),
Michael Trebilcock (177 pps) August 1982,
Fareign Trade Pdlicies in Papua New Guinea, (ISBN 9980-77-014-7),
John Whalley (92 pps) December 1982.
Urban Houmking in Papua New Guinea, (ISBN 9980~77-015-5),
Ben;amm Higgins and vinod Kumar (160 pps) January 1983,

of Public Seminar on Issues in Papua New Guinea Forest Palicy,
(TSBN 9980-77-016-3) (144 pps), February 1983,
Private Sectar Localisation and Economic Development in Papua New Guinea,
(ISBN 9980-77-017-1), Chris Mackay {109 pps} March 1983 (Out of print)
The Rale of the P:ivate Sector in the Economic Development of Papua New Guinea,
(ISBN 9980-77-018-X), Michael Trebilcock, (158 pps), May 1983 (out of print)
The Economics and Regulation of Coastal Shipping in Papua New Guinea
(ISBN 9980-77-019-8), Sidney Giman (97 pps) December, 1983

i of Public Seminar on Urban Housing in Papua New Guinea,

(ISBN 9980-77-020-1) (127 pps), February 1984
The Allocation of Taxing Powers in Papua New Guinea, ISBN 3980-77-021-X},
Richard Bird, (130 pps), February 1984
Law and Order in Papua New Guinea, Vaume 1, Report and Recommendations,
W. Clifford, L. Morauta, B, Stuart, (ISBN 9980-77-000-7 & ISBN 9980~77-002-3) (283 prs),
September 1984 (K30.00 per set, ind. Vds. 1 & 2)
Law and Qrder in Papua New Guinea, Voliime 2, A
W. Clifford, L, Morauta, B, Stuart, (ISBEN 9980-77-001-5 & ISBN 3980-77-002-3)
(263 pps), September 1984
Industrialisation, Growth & Development in Papua New Guinea, (ISBN 9980-77-003-1),
Helen Hughes, (83 pps), October 1984
Designing a Tax System for Papua New Guinea, (ISBN 9980-77-055-4),
David Collins (27 pps), May 1985
Plantation Agriculture in Papua New Guinea, (ISBN 9980-77-053-8),
C. C. Galdthorpe {93 pps), June 1985 {out of print)



-178 -

Agriculture in the Papua New Guinea Economy, (ISEN 9980-77-057-0),

Barry Shaw {183 pps), June 1985

Trade and Trade Pdlicy Issues in Papua New Guinea, (ISBN 9380-77-059-7),

Petar Rabson, {111 pps), September 1985

Baues in Agricultural Pdlicy, 0SBN-9980-77-060-0),

Proceedings of LN.A. Seminars, Qctober 1985

Innovation in Papua New Guinea Agriculture, (ISBEN-9980~77-061-9),

Frank Jarrett (107 pps), October 1985

The Labour Market in Papua New Guinea: A Survey and Analysis, (SBN-9980-77-071-6),
P. A, McGavin, National Institute of Labour Studies, The Flinders University of South Austral
{170 ppe), September 1986

Mineral and Mining Palicy in Papua New Guinea, ISBN 9980-77-070-8),

John Tilton, with John Millett and Richard Ward (70 pps), October 1986

Some Key Issues for the Development of the Economy of Papua New Guinea,

(ISBN 9980-77-073-2), Brian Reddaway (41 pps), December 1986

Commodity Price Stabilisation in Papua New Guinea — A Work-in-Progress Seminar,
(ISBN 9980-77-075-9) Editors: B. Brogan, J. Remenyi (91 pps), January 1987
Spending and Taxing Behaviour of Governments of Resource-Rich Countries: A Study of
Papua New Guinea™ (ISBN 9980-77-076~7), David Lim {45 pps), April 1987

The Rdle of Tourism in Development (ISBEN 9980-77-078-3)

Proceedings of LN.A. Seminar, July 1987

Development of Small Papua New Guinean Enterprises (ISBN 9980-77-079-1),
Geoffrey Meredith (160 pps), 1987

The Developing Mineral Sectar, Oppartunities and Challenges (ISBN 9980-77-080-5)
Proceedings of LN.A. Seminar, September 1987

Development and the Media OSBN 9980-77-084-8),

Proceedings of LN.A. Seminar, February 1988

The Impact of Vdcanic Hazards at Rabaul Papua New Guinea (ISBN 9980-77-0864)
Russell Blong and Calin Aislahie (207 pps}, April 1988

Government Expenditure in Papua New Guinea, (IEBN 9980-77-087-2)

Conrad Blyth (56 pps) June 1988

Evaluation of Achievements 1976-1987, (ISBN 9980-77-089-9)

Merran van der Tak, October 1988

LN.A. FPoresiry Seminar, ISBN 9980-77-090-2), November 1988



-179-

Working Papers: (K5.00)

Coordinated Planning : A Prevequisite for Law and Order, ISBN 9980-77-052 x), Judge

Barry Stuart, Chief Justice, Territorial Court of Yukaon, Canada (32 pages), May 1985,
and Economic Development in Papua New Guinea 1980-2015,

(ISBN 9980-77-054-6),

Brian Brogan, Directar, Institute of National Affairs, (25 pages) May 1985.

Developments in Law and Order 1985, (ISBN 9980-77-062-7),

Institute of National Affairs, (41 pages) November 1985,

Economic Pdlicy in 1986, (ISBN 9980-77-063-5),

Brian Brogan, Director, Institute of Naticnal Affairs, (19 pages), November 1985,

Domestic Presmres on Development in Papua New Guinea (ISBEN 9980-77-064-3),

Brian Brogan, Director, Institute of National Affairs, (16 pages), February 1986.

The Inatitinte of National Affairs 19761986, (ISBN 9980~77-066-X ) (22 pages), June 1986.

Issues in Health Pdlicy in Papua New Guinea, (ISBN 9980-77-067-8),

K. Clezy and D. Wohlfahrt (50 pages).

The Budget and the Papua New Guinea Economy, ISBN 9980-77-074-0),

B. Brogan, Directar, Institute of National Affairs, (38 pages), Janvary 1987,

Professional and Skilis Earnings in Papua New Guinea: 1986 Market Sector Survey Data,

(ISBN 9980~77-077-5), P. A. McGavin and R. A. Gill, (26 pages), April 1987.

Some Thoughts on Current Global Economic Probilems, (ISBN 3980-77-081-3),

H. Peter Gray (25 pages), October 1987,

A Commentary on the 1988 Budget and its Underlying Strateqy, SBN 9980-77-082-1),

John Millett, November 1987,

Gdld Price Parecasting: Commodity and Monetary Perspectives, (ISBN 9980-77-083-X),

G. Anders, December 1987,

Rates of Return to Education in Papua New Guinea : Further Evidence and Pdlicy

Implications, OSBN 9980-77-088-0), P. A. McGavin and M, A, Raes (36 ppe) October 1988.

Summary Series: {K5.00)
Agriculure Studies, (ISBN $980-77-091-0)

Editor: Merran van der Tak, February 1989

TPaxation Pdlicy in Papua New Guinea, (ISBN 9980~77-092-9)
Editor: Merran van der Tak, February 1989

Trade and Industrial Palicy in Papua New Guinea, (ISBN 9980~77-093-7)
Editor: Metran van der Tak, February 1989

Labour Studies, (SBN 9980-77-091-0)

Editor: Merran van der Tak, March 1989

Sectrxral Studies, (ISBN 3980-77-096-1)

Editor: Merran van der Tak, March 1989

General Economic Stadies, ISBN 9980~77-097-X)

Editor: Merran van der Tak, March 1989



-igu-~

Speech Series  (RK4.00 except where noted)

Prices Palicy
(ISBN 9980-77-022-8) Barry Halloway (15 pps) August 1978.
Price Surveillance — An Acoountant's Assessment
(ISBN 9980-77-023-6), R. Gynther (iZ pps) November 1978,
PNG's Econonic Pdlicy Framewark
(ISBN 9980-77-024-4) Mekere Morauta (26 pps) February 1979.
Localisation and Training in a Devdoging Country
(ISBN 9980~77-025-2) Lance Taudevin (12 pps) April 1979.
Corparate Responsibility
(ISBN 9980-77-026-0), Neil Chamberlain (19 pps) April 1979,
Finance and the Provinces
(ISBN 9980-77-027-9) Mike Manning (20 pps) August 1979,
The PNG National Puhlic Expenditure Plan
(ISBN 9980-77-028-7) Charles Lepani (17 pps) November 1979,
The Rale of the Valunteer in Economic Development
(ISBN 9980-77-029-5) Frank Judd (13 pps) June 1980,
The Impartance of Good Government-Business Relations
(ISBN 9980-77-030~9) B. C. Rowe (10 pps) July 1980.
Import Replacement in Papua New Guinea
(ISBN 9980-77-031-7) Brian Brogan (19 pps) July 1980C.
Honoar in Profits
(ISBN 9980-77-032-5) E. 5. Owens, C,B,E., (22 pps) December 1981.
Retail Sales Taxes and the Provinces
(ISBN 9980-77-033-3) &, J. Regan (26 pgs) February 1982.
The Government as Entregreneur - Public Enterprises in Papua New Guinea
(ISBN 9980-77-034-1) Michael Trebileock (17 pps) April 1982.
Development and Management of Papua New Guinea's Marine Fish Resaurces
ISBN 9%80-77-035-X) Parzival Copes (B3 pps) May 1982, (K5.00)
The North-South Debate : Implications for Papua New Guinea and Qther Small
Developing Countries
(ISBN 9980~77-036-8), John Whalley (14 pps) June 1982,
The Papua New Guinean Economy : Perfarmance, Prospects and Pricrities
{ISBN 9980-77-037-6) Michael Trebilcock (23 pps) August 1982,
The Energy Outlook far Developing Nations
(ISBN 9980-77-038+4) K. Gosper (14 pps) August 1982,
The Wardd Economy — and Prospects for the Development of PNG Mineral Resaarces
(15BN 9980-77-039-2) D, C. Vernon, (11 pps) February 1983,
African Education in Zimbabwe
(ISBN 9980-77-040-6) D.M.K. Sagonda (6 pps), March 1983,
The Papua New Guinea/Australia Relationship
(I3BN 9980-77-041-4) Rabbie Namaliu (10 pps) March 1983
Economic Palicy of the Third Somare Government
(ISBN 2980-77-042-2) pPhilip Bouraga (12 pps) March 1983
The Devealopment of Small Business in the Pacific — Problems and Sclutions
(ISBN 9980~-77-043-0) D, Buwrrowes (23 pps) May 1983
Are Modern Industrial Techniques Apglicable to a Developing Country
(ISBN 9980-77-044-9) K. Brown (5 pps} July 1983
Govaernment, Business and the Professions
(BBN 998u-77-045-7) Michaal Sharpe (1{ pps) September 1983
Trends in Mineral Exploration and Development - Some Causes and Effects, With Special
Reference to Gold
(ISBN 998u-77-046-5) L. Adie (17 pps), November 1983




-181-

Matching The Pullic Service to Papua New Guinea's Needs and Resamces
(ISBN 9980-77-047-3) A, M. Siaguru (12 pps) May 1984
Economic Growth and the New Medium Term Planning Strateqy
(ISBN 9980-77-048-1) Paias Wingti {14 pps) June 1984
Land Administration in Fij — Lessons for Papua New Guinea
(ISBN 9980-77-049-X) T, L. Davey July 1984
The Law and Order Project
(ISBN 9980-77-0506-3) W. Clifford (9 pages), August 1984
Why Papua New Guinea Needs Plantations
(ISBN 9980-77-051-1) C. C, Galdtharpe (15 pages), April 1985
Does Papua New Guinea Need A Trade Palicy
(ISBN 9980-77-056~2) Peter Robeon (15 pages), June 1985
inn and the Challenge to the Papua New Guinea Finanoe Sector
(ISBN No.9980-77-058-9) Sir Noel Faley (12 pages) August 1985
A Better Tomatrow
(ISBN 9980-77-065-1) Sir Julius Chan, K,B.E., M,P,,(13 pages), March 1986
The African Experience with Youth Employment Programmes and the Probilem of Youth
Employment
(ISBN 9980-77-068-6) Ian Livingstone, (28 pages) July 1986 (KS5.00)
The Pacific Tdand Laboar Markets
(ISBN 9980-77-069-4), Richard Blandy, (11 pages) August 1986 (K5.00)
The Resources Sector and Balanced Economic Growth,
(ISBN 9980-77-085-6),
R. K. Gosper, (13 pages) March 1988



-182-

LIST OF I.N.A.

A.C.L New Guinea Containers Pty. Ltd.
Andersons Foodland Pty. Litd.
ANZ Banking Group (PNG) Ltd.

Agricultural & Resoarces Management

Services Pty. Ltd.

Alesxander Stenhouse (PNG) Pty. Ltd.
Alliance Training Assoc. Ltd.
Arawa Enterprises Litd.

Arc Titan Pty, Ltd,

Arman Larmer Surveys

Asian Development Bank
Associated Mills Ltd.
Balance Pty. Ltd.

Bain Clarkson

Bank of Papua New Guinea
Bank of South Pacific Ltd.
Rlake Dawson Waldron
Bougainville Copper Limited

Bougainville Development Corparation Litd.

Baugainville Forest Enterprises Pty, Lid,
BP (Papua New Guinea) Pty,. Ltd.
Broken Hill Proprietry Co, Ltd.

Burns Philp (PNG) Ltd.

Camercon, McNamara, Kramer & Partners

W. R, Carpenter (PNG) Ltd.

CJI.G. New Guinea Pty. Ltd.
Calgate-Palmalive PNG Pty, Ltd.
Commonwealth Development Corp.
Cdllins & Leahy Pty. Ltd.

Coopers & Lybrand

C.R.A. Minerals (PNG} Pty. Ltd.
City Resources (PNG) Inc.

belpitte Haskins + Sells

Dunlop (PNG) Pty. Ltd.

Dylup Investment Corporation Ltd.
Frame Harvey & West

Gadens

Gahriel Achun Bottling Co. Pty.Ltd.
Graeme Dunnage Real Estate Pty. Ltd.
G.R.E. Pacific Inqurance Pty, Ltd,
Harrsons & Crosfield (PNG) Litd.
Harcros Trading (PNG) Ltd.
Hastings Deering (Pacific) Ltd,
Hebamo Pty, Ltd,

Higaturma 0il Palms Pty. Ltd.
Highland Associates Pty, Lid.
Hornibrook Constructions Pty. Lid.
LC.I Papua New Guinea Pty, Ltd,
Indosuez Niugini Bank Ltd.
Inqurance Underwriters' Assoc, of PNG
Investment Corparation of PNG
Johnston's Pharmacies Pty. Ltd.
Kapiura Plantations Pty. Ltd.

Kina Gillbanks & Co.

Kina Securities

CONTRIBUTORS

KKB Limited

KPMG Peat Marwick

Lae City Authority

John Lysaght (PNG) Pty. Ltd,

Mobil Qil New Guinea Ltd.

Monier (PNG) Litd,

Maorgan Equipment Pty. Ltd.

Marobe Bakery Pty. Ltd.

Marcbe Pharmacies Pty. Ltd.
Melanesian Scap Products Pty, Ltd,
National Capital District
Interim Commission

New Brtain Palm Oil Development Ltd,
New Guinea Australia Line Pty. Ltd
New Guinea Island Produce Co.,

New Guinea Plantations LtdA,

Niugini Insurance Corparation,
Niugini Mining Limited,

Niugini Table Birds Pty. Ltd,

New Guinea Marine Products Pty, L.
New Guinea Industries Pty. Ltd.
North Salomons Capital Authority

Ok Tedi Mining Limited

Ove Arup & Partners Pacific Pty.Ltd.
W. & R. Parer Pty, Ltd,

Placer (PNG) Pty, Limited

Planters Association of PNG

PN G Institute of Architects

PNG Banking Carparation

Port Services PNG Pty. Ltd.

Post & Telecommunication Carparation
Price Waterhouse & Co.

H. V. Quinton

Rabtrad Niugini Pty, Ltd.

Ramu Sugar Limited,

Reckitt & Caolman (PNG) Pty. Ltd.
Remington (PNG) Pty. Ltd.

Renison Galdfields Consalidated Ltd.
Resources & Investment Finance Ltd,
Rice Industries pty. Ltd.

Rothmans of Pall Mall (PNG) Pty. Litd.
Shell (Papua New Guinea) Pty, Ltd,
South Pacific Brewery Ltd.

Southern Pacific Insurance Co. (PNG) Lid.

Steamships Trading Company Ltd.
Stockmans Agencies Pty. Ltd.
Touche Rces & Co.

Travelodge Hotel

United Bakeries Ltd.

Vunapope

Wahgi Mek Plantations Pty. Litd,
Wamp Nga Group of Companies
Warner Shand

Westpac Bank PNG Limited
W.D. & H.O. Wills (PNG) Ltd,



-183-

COUNCIL MEMBERS

PRESIDENT

Mr. J. Tauvasa, M.B.E.
General Manager

Shell (PNG) Pty. Ltd.
PORT MORESBY

SECRETARY & TREASURER

Mr. J. Millett
Principal

Balance Pty. Ltd.
PORT MOQRESBY

COUNCILLORS

Mr. N. Beangke
Executive Manager

Credit Corporation (PNG)
PORT MORESBY

Ltd.

Mr. R. Brandt
General Manager
Mcrgan Equipment Pty,
ARAWR

Ltd.

Mr. J. Colman
Director

Coltra Pty. Ltd.
MT. HAGEN

Mr. C. Evanson

General Manager - Business Analysis
Bougainville Copper LtA.

PANGUNA

Mr. R. Gillbanks, M.B.E.
Managing Director

New Guinea Plantations Ltd.
RABAUL

Mr., A. Hilton
Partner

Coopers & Lybrand
PORT MCORESBY

Mr. J. Jacobsen
Managing Director

Morobe Bakery Pty. Ltd.
LAE
Mr. D. Manoa, M.B.E.

General Manager
PNG Electricity Commission
PORT MORESBY

Mr, W. McLellan

Managing Director
Steamships Trading Co. Ltd.
PORT MORESBY

Ms. M. Taylor
Collins & Leahy

GOROKA

Mr. John Millett

Director of

Research

Institute of National Affairs

P.O.

Box 1530

PORT MORESBY

Honorary Auditor
Mr. R. Roach
Coopers & Lybrand,
PORT MORESBY

Honorary Accountant

Mr. L. Callaghan
KPMG Peat Marwick
PORT MORESBY






