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Executive Summary

Ghana erjoyed favorable weather for cocoa production in 1998/1999. Althowghthe cocoa season has not ended
officially, cocoaindustry sources estimate a total harves of 430,000 metric tors of dried cocoa bears. Ths consists of
amain crop of 380,000 metric tons ard a mid crop of 50,000 tons.

As aresult of timely precipitation, startingin early April 1999, and cortinung through September, the Government of
Ghana (GOG) and the Ghana Cocoa Board (Ghana COCOBOD) are anticipatinggood cocoa harvest for the
1999/2000 cocoa season. Pog estimates a total harves of 450,000 metric torns in 1999/2000, made up of 400,000
tors fromthe main crop and 50,000 tons fromthe mid crop for the 1999/2000 season These estimates are based on
the fact thet rainfall for the months of July and August 1999, have been adequate for cocoa pod development. Cocoa
pods in the cocoa growing commurities of Westem, Ashanti and Brong Ahafo regons of Ghana are wel developed;
they look healthy and ful for a good cocoa harvest.

Despite the fall in world cocoa prices, the GOG ard the Ghana COCOBOD have decided to maintain the 1998/1999
producer price of 2.2 million cedis per ton of dried cocoa beans for the coming 1999/2000 season,. Withthe fal inthe
world merket price of cocoato $935 per ton in September 1999, the GOG estinates that foreign exchange earnirgs
fromthe export of cocoa will drop from$770 million in 1997/1998 to $650 million in 1998/1999.

The industry believes that prospects for price recovery in the 1999/2000 cocoa season are good. Foreignexchange
earnings from cocoa exports in 1999/2000 are expected to rebound to about $850 million largdy due to anincrease in
bean export volume to 400,000 tons.

Despite presaure from various interretional bodies urgngthat Ghana privatize the exterral marketing of
dried cocoa bears, the GOG is reluctant to move in this direction. The GOG is concerned about
possible damage to the “ premiuni’ quality image of Ghana's cocoa bears. It argues that cocoa buying
companies are likely to sacrifice quality inan attempt to meximize export tonnage. In support of this
argument, the GOG poirts to the recent smuggling of about 50,000 tons of low-quality cocoa beans
into Ghana. The GOG maintains that these bears will be processed locally ard will not be exported in
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bean form The GOG also enphassizesthat all companies involved in the “smuggling’ of the low grade
cocoa bears will be sanctioned.
Excharge Rate: US$ 1.00 = ¢ 2,680.00 as at Septerber 13, 1999

Note: Post is ureble to access the data feedback system at thistime. We are submittirg this report
showing a beginnng stock level of zero for the 1997/98 season. We are ureble to ernter the correct
figure of 2,930 tors into the PS& D table because the cell address is protected and therefore camot be
modified within the GAINS lotus spreadsheet. To ensure that totd supply equas totd distribution, we
have added this amourt to main crop production. Post hopes to modify ths in future reportsonce
access to the feedback systemis obtained.
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The GOG recognizes the important role cocoa plays in the Ghanaianeconomy. Inview of this, the

GOG and the Ghara COCOBOD organized a taskforce in Jaruary 1999 at which time represertatives

from the various groups involved in the cocoa industry were tasked to study the sector and neke

recommendations on how best to proceed withits restructuring This restructuringis amed at ensurirg

alongrange expangon program which will take cocoa production to 500,000 tons by the year 2005

and to 700,000 tors by 2010.

With these targets in mind, the GOG initiated a price-drivenincertivesprogramearlier this year.
Ghanaian cocoa farmers will be paid a minimumof 60 percent of the export price of cocoa, with anrual
iIncreases st to push grower pricesto 70 percert of export value inthe 2009 /2010 season. The GOG
hasdemonstrated its commitment to this price-drivenexparsion program by maintainingthe 1998/1999
producer price for the 1999/2000 cocoa season despite the recert decline in the world market price of
cocoa.

The merger of the COCOA SERVICES DIVISION (CSD), the extenson savice delivery wnit of
Ghana COCOBOD, and the main extersion service department of the Ghareian Ministry of Food ard
Agiculture (MOFA) hes been initiated. The new extension body will offer a comprehersive package
of agricultural extenson services to Ghareian cocoa farmers, including poultry, livegock and vegetable
production.

The Ghana COCOBOD isencouraging Ghanaian farmers to re-activate abandoned and diseased
cocoafarms. Theaimof this reclamation programis to increase acreage inthe face of dwirdling“virgn
forest lands’ for new plantations as a resut of conmpetition from commercial forestry and demandsfor
urbandevelopmert. The COCOA RESEARCH INSTITUTEOF GHANA (CRIG) of theGhana
COCOBOD has devel oped new cocoa varieties whichare hightyieldingand early meturing. These
new varieties take three years to reachmaturity instead of five years. CRIG and CSD are encouraging
Ghanaian coooa farmers to adopt recommended agrononic practices of the Ghana COCOBOD for
cocoa production in order to rase yield leveks.

CRIG estimates that Ghana's cocoa production coud expand ten-fold if fertilizer application levels
were increased to ideal levels. However, the average smell cocoa producer, corstituting 90 percert of
all Ghanaian cocoa farmers, does not apply fertilizer due to its highcost. Fertilizer usage by “large
scale” producers also fdls signficanty below recommended levels. Application of other chemical
inputs also fallsfar short of a COCOBOD recommended levels.

The rainfall pattem in cocoaproducing zores in Ghara since the rainy season beganin md-A pril 1999
has been favorable for cocoa production Evening rainfall has been generous, followed by adequate
surshine duringthe day. Outbreaks of cocoa black pod disease, usualy associated with excessive
rains, have beenreduced. Timely rains have led to hedthy cocoa trees, which in turn has produced
healthy and good |ooking cocoa pods in most cocoa growing areas of Western, Brong Ahafo and
Ashanti regions of Ghana.
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Ghana's cocoa tree stock isagng A recent study by Ghana’'s COCOBOD indicates that only 13
percent of cocoa trees in Ghara are within therr peak prodwcingrange of 15 - 25 years. More than 25
percent of the total tree population exceeds 30 years of age. Additionally, the average age of the
Ghanaian cocoa farmer is 65 years, indicatingthat yourg Gharaians are shying away from cocoa
cukivation.

Post estimates the main 1999/2000 cocoa harvest, which begns in md-October 1999, at 400,000
tons, with the mid crop beginnirg in May/Jure 2000, yielding 50,000 tons.

Inputs

GOG subsidies for agricultural production inputs to coooa farmers were rermmoved duringthe 1996/1997
cocoa growing season. Despite numerous apped s by legidators, farming groyps and othersto the
GOG to re-introduce these subsidies, the GOG shows no signof novingin this direction.

Although adequete supplies of production inputs for cocoa cutivation are avalable in Gharg, usage by
most Ghanaian smallholder cocoa farmers falls markedly below recommended levels. Chericals for
checkingand cortrolling cocoa diseases and inplaments used in cocoa cutivation sich as cutlasses and
cocoa spraying mechines have becorme too expersive for most cocoa farmers. A cocoa spraying
machine, knapsack type, which previoudy was priced at 250,000 cedisis now being marketed at 3 to
4timesthisfigure

For the past four years, cocoa purchases in Ghara have been finarced by foreignloans. The GOG has
arranged a syndicated foreignloan of $350 million from a consortium of foreign Banks to finance the
COCCOBOD’ s 1999/2000 purchasing program.

Accordingto the Ghana COCOBOD, supplies of cocoa sacks, twine and weiching scales are
adequate to meet needs for purchasingand storingdried cocoa beans purchased inrura cocoagrowing
areas. The Ghana COCOBOD has awarded a contract for the construction of another waretpuse at
Takoradi harbor for storingdried cocoa beans. The corstruction of this additional warehouse will help
minimize delay's in exports of cocoa beans to grinding houses in Europe ad the US which have resulted
from inadequate port warehousing capacity and aninability to discharge arrivingtrucks carrying cocoa.

Crop Area

The Ghana COCOBOD has cortracted a study to determine total acreage urder cocoa cutivation in
Ghana. Theresults are expected to be released before the end of caender 1999. Thiswill help in the
proper management of the coooa sector by the Ghara COCOBOD.

Withthe dwirdling of “virgri’ forest lands for new cocoa plantations, efforts are beingirtensfied to

reclaim abandored cocoafamms. The GOG'’s price drivenincertive policies, are placingadditional
morey in the hands of the average Ghareian smalllolder cocoa farmer.

Yidds
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The average Ghanaian cocoa farmer usualy is a smal-scae poultry, livestock, or vegetable farmer. He
recelves extersion rvices fromboththe CSD and MOFA. The GOG dedded to merge the CSD
and MOFA to better coordinate the delivery the delivery of a comprehersive pack age of servicesto
growers. The rurmber of extengon staff dso has been increased.

Efforts to reclaim abandoned and diseased farms, together with rew plantations which have been
established with high-yielding early meturing varieties, are havinga positive impact on industry yield
levels. Inareases in yields due to fertilizer application, however, are not noticeable.

Grower PriceTable
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The total installed processing capacity for cocoa in Gnara hasincreased from 85,000 tons to 110,000

tons. Ghare's cocoa processi g capacity by compary is estimated as follows:

CPC (PORTEM), Tema - 50,000 metric tors
WAMCO, Takoradi - 20,000 metric tors
WAMCO I, Takoradi - 40,000 metric tors
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CARIDEM Company Limited, a Malaydan-owned cocoa processing company, remain non-
operational. Post views CARIDEM as a “political company” which was established about 3 years ago
to “take over the assts of CPC (PORTEM).” CARIDEM lacks the finarcial, managerial and technical
expertise to operate a cocoa processing plant.

With the fall in world cocoa prices, the GOG ard the Ghana COCOBOD have agreed to try ard add
more value to Ghana' s cocoa beans. Approval has been given to CPC (PORTEM, Tema) by the
GOG and the Ghara COCOBOD to process more cocoa bears locally in Grena. CPC (PORTEM,
Temg) has increased its installed processing capacity from 25,000 to 50,000 metric tons Ghana's total
installed processing capacity has now increased from 85,000 to 110,000 netric tors. More cocoa
beanswill be processad locally in Gharg, gereratingincreased foreign exchange earnings from cocoa
exports.

Trade

Withthe currert crisis inlndonesia, cocoa grinding houses in the EU, Japan and the United States are
expeded to increase their dependenceon Weg African supplies. Ghana gands to gain in this event.
For the 1999/2000 cocoa season, Ghand s foreign exchange earnings from cocoa exports are
estimated at about $850 million. This figure is based upon the expectation that dry bean export volume
will reach 400,000 tons and will receive anaverage sales price of $1,250 per ton

Despitethe fall in the world market price for cocoa this year, the GOG and the Ghana COCOBOD

will maintain the 1998/1999 producer price of 2.2 million cedis per metric tonfor the 1999/2000 cocoa
season. Ghard' s neighboring courtries however, have reduced thar producer price levels. This has

led to the smuggling of low- qudity cocoainto Ghana. Post estimates that about 50,000 tons of low-
quality cocoa has been smuggled into Ghana during 1998/99.

The GOG has despatched armed soldie's to the westem border of Ghamawith Cote D' Ivoire to stem
thisillegal trade. The GOG hasanrourced thet any licenced cocoa buying company implicated in
smuggling will be sanctioned. However, most industry observers believe that the GOC lacks the
political will to take such action. The GOG/Ghana COCOBOD has created a “taskforce” to deliver
the inferior cocoa which has been smugded into Ghamato the CPC (PORTEM) processing plant in
Temafor processng Some private cocoa buying conpanies which concentrate their business activity
on low-grade cocoa reportedly are purchasing this smuggled cocoa for export to cocoa processirg
plants in the BU.

Policy

Hawving set production targets of 500,000 and 700,000 nretric tors by the year 2005 and 2010
respectively. In support of this policy, the GOG and the Ghana COCOBOD have maintaired the
grower price at 2.2 milion cedis over the second half of the 1998/99 season despite a fall inexport
price levels. As afurther sgral of support, the GOG and the Ghara COCOBOD wiill continue to pay
Ghanaian cocoa farmers ths price for dry cocoa bean deliveries for the upcorring 1999/2000 season
However, withthe prospect of export prices for Ghana's cocoa projected to increase next year to
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about $1,250 per ton, and with rext year also beingan election year in Gharg, the GOG and the Ghara
COCOBOD arelikelyto increase the producer price of cocoato 2.6 million cedis.

The Goverrmerts of Ghama and Cote D’ Iwoire have intiated plars to form a cocoa exchange inWest
Africa. With these two countries accourting for about 70 percent of world cocoa production, sich an
exchange could have a significant impact on cocoa prices. However, the disclosure of production
figures by the GOG and the GOC will determine the extent to whichtherr excharge impacts world
market prices. Both Govemments rormally shy away from disclosing cocoafigures.

The privatization of PBC, CPC (PORTEM) ard the QUALITY CONTROL DIVISION (QCD) of
the Ghana COCOBOD is meeting strong oppasition from members of Ghand's Parliament (MPs). The
MPs argue that this will adversely impact onthe high-quality image currently erjoyed by Gharel' s cocoa
exports. The MPs express concern thet if the PBC is privatized, CASHPRO, the dominant private firm
involved in the internal marketing of cocoa, is likely to obtain at least 40 percert of PBC’ s assetswhich
is considered unacceptable. Acceptanceof the arguments preserted by the legislators is difficult.
Industry observers point to the recent inplication of QCD officids in the smugding of low-quality
cocoa into Ghana. Pod views the privatization of these bodies as essential measures which will allow
proper, effective ard efficient competition in the cocoa industry. Ghana's growers, responsible for
producing the “premium cocoa’ that the industry is noted for do not meaningfully benefit fromthe
additional income gererated by Ghana's crop quality. At presert, the Ghanaian cocoa farmer receives
less than 55 percent of the export price compared to 75 percent in neighboring courtries.
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