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Note by the Secretariat

1. At its February meeting, Group 3(f) agreed, inter alia, that "as the work
proceeds, the secretariat would endeavour to provide information on studies carried
out on marketing and distribution systems relating to tropical products to the
extent that this is available" (MIN/3F/2, paragraph 12).

2. The secretariat has reviewed the work undertaken on this subject in recent years
in other international organizations and in the following paragraphs has reproduced
extracts from documentation dealing with cocoa, tea, spices, bananas and certain
coconut products. For further details, delegations might wish to refer to the
documents indicated in the summaries as well as the reports of the meetings where
relevant for which the material had been prepared.

3. It was found that for coffee the information avallable consisted of studies of
individual markets and was mainly related to questions concerning such aspects as
pramotional and marketing activities in importing countries and production and export
arrangements in exporting countries. To the extent that the information reviewed by
the secretariat on coffes might be of interest to certain delegations, a bibliography
has been attached hereto.

CocoA

4e A study of The Markcting and Distribution System for Cocoa (document TD/B/C.1/132)
was submitted to the UNCTAD Committee on Commodities at its session in February/

March 1973. The study was required to indicate the proportion of the total incame
derived by developing countries from exports of cocoa, the effects of the operation

of commodity exchanges on pricec levels and their fluctuations; and the monopolistic
or oligopolistic factors, including trans-national corporations, which affect price
levels and their impact on developing countries.

5. Four main stages in the marketing and distribution chain were analyzed in the
study, namely production and marketing in producing countries, the maritime transport
of cocoa, the operation of the terminal markets, and the manufacturing and distri-
bution of cocoa products. For each of these stages, a number of suggestions were made
for improvements in the marketing and distribution arrangements, although it was

recognized that in some instances further technical studies would seem justified
before any firm recommendations could be arrived at.
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6. The following is a summary of the main findings and suggestions eppearing in
Chapter VI of the document. For further details of the study, delegations may
refer to TD/B/C.1/132. Certain comments made by governments on the document are
reproduced in TD/B/440 and Addenda. At the 13th Session of the Trade and
Development Board it was agreed that the study should be revised taking into
account camments received from governments and be presented for comsideration at
the eighth (special) session of the Committee on Commodities.

The nmarketing end distribubion structure

7. About four fifths of the total cocoa crop is exported fram producing
countries in raw form, the rest being processed locally into cocoa butter and
other intermediates, almost entirely for export. Of raw cocoa exports, aboub

one half is marketed through statutory Marketing Boards, over one quarter through
private trading enterprises, and rather less than one quarter under the Caisse de

stabilisation system.

8. The greater part of the raw cocoa exported is sold on the terminal markets,
of which the two major ones are those in London and New York, and is purchased
there mainly by manufacturers of chocolate and other cocoa products, though a
small proportion is bought by specialist firms of roaster/grinders, who sell cocoa
butter and other intermediate products. Manufacturing enterprises in socialist
countries buy raw cocoa, through their national foreign trade enterprises, mostly
direct from the producing countries, though small quantities are also acquired
from dealers or specialist processors.

Marketing in the producing countries

9. Marketing arrangements in the major producing countries have evolved in three
main directions: Marketing Board systems with guaranteed producer prices and
centralized marketing abroad; OCaigses de stabilisation with guaranteed producer
prices and regulated export prices; and internal and external marketing by private
enterprise with some regulation of export prices. In each case, the arrangement
has included extensive attention to cocoa rehabilitation and expansion, financed
largely out of levies on cocoa exports. This fact and the high priority accorded
to the expansion of the cocoa crop in the national development plans of the major
producing countries have contributed significantly to the expansion of world cocoa
output during the past 20 years, in spite of the generally unfavourasble trend of
world prices.

10. The efficlency of external marketing, in a broad sense, can be deduced from
a camparison of the unit f.o.b. values reaglized by the major producing countries.
This shows that some countries have succeeded betbter than others in obtaining
higher f.o.b. unit values. It sppears that the tining of sales, as influenced by
various pressures on the marketing agency, particularly pressures arising from
forelgn exchange needs, have had something to do with the observed differences.
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11l. The producing countries at present process about one fifth of their raw cocoa
output, and almost all of them have plans to increase the proportion of output
processed locally, both as a means of increasing the value added, and as a way of
reducing storage and transport problems, This policy, however; encounters
internal problems of initial high production costs, and external problems of
barriers to the import of processed cocoa into the developed countries.

Shipping

12, Cocoa beans have up to now been a typical liner cargo, and quentities in
each shipment have been relatively small compared with the total quantity moved,
particularly in countries without a Marketing Board system. The share of the
national shipping companies of the exporting countries in the carriage of their
cocoa trade at present varies considerably. Freight rates in force in 1971-72 on
the mejor trade routes represented between 3% snd 11 per cent of the c.i.f.
import unit value of cocoa beans in the major importing areas.

Manufacturing, marketing and distribution

13. The menufacture and distribution of cocoa products is highly concentrated in
a small mumber of large manufacturing firms in almost all the big consuming
countries. Moreover, there has been a progressive reduction of the number of
manufacturers through competitive attrition, mergers and outright purchase.

14. One reason for the high degree of concentration in cocos manufacturing is
the complex character of the goods produced, the sophisticated technology employed
and the importance of economies of scale.

15, Of the major ingredients used in the manufacture of chocolate products
(namely raw cocoa, cocoa butter, sugar, milk and fats and oils), the prices of
cocoa beans and cocoa butter have fluctuated more widely than the prices of other
preducts. This fact, and the much lower cost of alternative ingredients, have
created a cerbain incentive towards reducing the cocca content of chocolate
products,

1l6. In the course of the =nsalysis and discussion of the main links in the
existing merketing and distribution chain for cocoa, a number of suggestions for
improvement were made, though in some instances it was also suggested that
further technical studies would seem justified before any firm recommendations
couwld be arrived sat. ’

Markebing within producing countries

17. (a) Governments should ensure - if they do not already do so - that the
prices received by cocoa producers (usually peasant farmers) are kept
stable within a given season;
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(b)

(c)
(d)

(e)

(£)

It would seem desirable that any contribution from cocoa farmers to the
financing of econcmic development should be clearly distinguished from
the amounts set aside for cocoa stabilizaticn and rehab:.lrbaulon

purposes;

roducing countries shcnud consider extending their stockhold:.ng
capacity, particularly in the main consuming countries;

The flow of daily informgtion aboub cocoa market trends to 'bhe sellz.ng
agencies in producing countries should be inproved; -

Producing countries should consider reviewing their interrnal cocoa
narketing arrangements with the aim of reducing the ccst per ton of
cocog handled; -

Producing countries should explore, with outside assistance where
necessary, the technical and econamic possibilities of processing a
larger proportion of their cocoa output loecally, both as a means of
inereasing internal value added and also possibly as a way of reducing

‘storage and transport costs. Snall producers could explore joint

processing ventures, where appropriate; within schemes of regional

‘econonic integration.

Meritime transport of raw cocoa

18.

(2)

(v)

A feasibility study should be considered of the export of raw cocoa
from producing countries in larger lots under the contract shipping
gystem;

Ways and means of improving the arrangements for regular consultation
between the conferences and shippers! councils, or equivslent bodies,
should be explored and, where appropriate, the possibility of strengtuen-
ing the bargaining position of exporting anterprises in producing
countries vis-a~vis the relevant shipping Conferences should be

endorsed.

The terminal markets

19.

(a)

The orderly conduct of operations on the New York and London Cocoa
Exchanges could be improved if they conformed to regulations such as
those reguired in the United States by the Commodity Exchange
Cammission for terninal markets for agricultural products sold mainly
in the domestic market;
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(b) The possibility of more direct transactions between the relatively few
large enterprises in both producing and consuming countries might be
explored, particularly in the light of the experience that would be
provided by the new Cocoa Agreement.

Manufacture and marketing of cocoa products

20. (a) Governments of consuming couniries should consider introducing
regulations for cocoa products - where such regulations do not at
present exist - to prevent products being sold as "chocolate!" if they
contain more than a specified percentage of cocoa butter substitutes;

(t) Governments of consuming countries should alsc consider reducing of
’ removing tariffs on the import of cocoa products.

IEA

21l. For the purpose of the Intensive Ad Hoc Consultation on Tea held in

June 1974, the FAO secretariat circulated a note on international action for a
pricing policy for tea (CCP:TE/CONS 74/3) which includes the following summary
of the position of producers in the present marketing system.

22, 'The bulk of tea is sold through auctions. TFor years there was a dominant
view in the industry that on account of highly variable factors - marked
variations in quality and output, deterioration in storage on the supply side
and the rather specific quality requirements of individual blenders and packers
on the demand side - the auction system as a whole offered advantages over alter-
native marketing methods which justified its retention. However, over the years
the organization and structure of the tea market has changed. There has been a
gradual reduction cf buyers and brokers, this process being most marked in
London. It has been argued therefore that this has resulted in monopsony
(buying monopoly) market conditions and that auctions do not secure a proper
balance of advantage between sellers and buyers.

23. In view of the fact that at some auctions excessive offerings have tended to
depress prices, there is an opinion in the trade that there should be a limit %o
the quantity of tea offered to the weckly auction and that some measure of pre-
planning is necessary in crder to strengthen the existing auction organization
angd facilities. Therefore, consideration should be given to setting up an
intelligence service for the producers on prices and outlook at auctions tc enable
the gardens and factories to adjust the offering of various types of tea to the
actual demand. Further, additional trade chamnels should be considered - forward
contract selling and others - in order to smooth the effective operation of the
auction system. Consideration should also be given to the fact that fixed
handling charges are applied for tea purchases at auctions which does not
stimilate the brokers to attain a bigger turnover and/or better prices.
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2. In retail trade, the producer does not exercise sufficient influvence on the
type of tea eventually sold. The advantages arising from the stesady increased
sales of tea bags have besun in many instances offset by the fact that a lesser
volume of tea is required to produce the same cupage than from tez leaves. In
recent years tea has been increasingly distributed through supermarkets under
highly cormpetitive prices which made it a "locs leader"; thus the trade is not
sufficiently s*irulated to participate in the active selling of tea., In high
income countries where price elasticity of derand for tea is very low, cuts in
prices cannot incrsase sales by themselves. In low income countries intensive
efforts to increase tea consumption arz offset by high customs duties and internal
taxes.,

25. Although the fundamental d;sequvllbrlum between supply end demand is the main
cause of the declining trend in producers' inccome,- nmxketvng systems and methods
may a2lso contribute to this development and further analysis should be made to
find solutions for removing those elements wkich have restraining effects on
demand and on the return to the producer.

26. 1In this connexion some.lessons may be drawn from the United States éxperience
where, in promotion and marketing to a greater extent than in other countries at
the national level, action has been carried out combining research to offer the
commodity to the consumer in its most wanted and convenient form, with the use of
inmmovation for creating and developing demand.l Most countries have not yet fully
adopted this integrated approach. In many countries there is still room for
exploring further the possibilities of diversifying the usages of tea.

27. At the Consultation, a request by the Sub=Group of Exporters of the _
Intergovernmental Group on Tez “hat a Working Party be established to examine the
following issues in depth was unanimously agreed to: (i) a minimum export price
arrangemant (ii) co~ordination and regulation of marketing to avcid bulldlng up
of stocks in importing countries, {iii) intensification of and co~operation in
global promotion, (iv) rationalization of marketing so as tc achieve the most
favourable prices with special referance to the feasibility of evpanding aucticns
in producing countries, and (v) provision for a market intelligence service,
designed to provide up-to-date and regular information about market development
and future outlook for various types of tea. There was also a consensus in
principle that the remaining customs duties, taxes, quantitative restrictions and
other barriers to trade in tea should be abolished or gradually reduced.

1“The growth of the tea market for the last decade has been spearheaded by
the acceptance of iced tea. The major product innovations - instant, mixes,
cens - have all been related to iced tea., What we must have is a gimilar
breskthrough for constrmer case and convenience in preparation of hot tea. New or
different products, brewing equipment, brewing techniques - whatever the answer,
we must £ind it soon.” Article by Charles 7. Pontin, President, Tea Association
of USA, Inc., "World Coffee and Tea", September 1973, page 37.
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SPICES

28. An ad hoc Consultation on Pepper was convenad by FAO in October 1972 to
review the current situation and outlock for pepper in the short and longer term
and the marketing structure in some importing countries. Extracts from a note on
the structure of pepper markets in the United Hingdom, the F.R. Germany,
Netherlands and France, prepared by the Tropical Products Institute, London
(CCP:PE72/4) are reproduced in the following paragraphs. The consultation, which
focussed on the wide price fluctuations affecting pepper concluded that there was
a need to develop reliable information on medium and long-term prospects for
production, consumption and trade as an essential prerequisite for further
international action. It may also be noted that a Pepper Community was esbtablished
by Indis, Indonesia and Malaysia in 1971 with a view to underteking concerted
action for solving problems of the pepper market.

29. An examination of the markets for pepper in the countries reviewed shows

that the individual market structures have certain basic characteristics in
common. Taus, it is possible to give a simplified description of pepper marketing
which would apply to all four countrics. Grinders buy pepper from dealers, either
direct or through the services of a broker, for processing, packing and onward
sale to food manufacturers, wholesalers, retailers and institutional caterers.
Grinders may also make some purchases direct from origin (in certain instances
this may be done through a broker).

30. Dealers buy pepper on their own account. Their function of selling pepper
to grinders is integrated with their speculative activities., It is important,
however, to distinguish between trading in physical pepper for actual consumption
and trading on a purely speculative basis. The principal dealers in London,
Rotterdam and Hamburg are trading on a European basis, not simply on the basis
~of their own domestic markets. Consumption of pepper in the Netherlards, for
example, is less than a thousand tons per annum, yet the physical flow of pepper
through the port of Rotterdam is much greater. Contracts for shipment of pepper
from origin are usually made on the basis of shipment to London, Rotterdam or
Hamburg.  The dealer then has the option of directing the vessel to any of these
ports. Morcovery; pepper is also shipped from uae European port to another,
according to the situation in the market. This Furopean "transit" trade in
pepper ig not recorded in the trade statistics since it is only at its final
destination that the pepper actuslly enters the country and is recorded as an
import. Whereas dealers wrade in pepper on their own account, brokers perform
the traditional function of acting as intermediaries between buyer and scller,
receiving a commission for their services = normally one per cent from the seller
and, in some instances, one half per cent from the buyer. Morecover, whereas
dealers are in direct contact with origin, brokers are not normally so; they
operate between dealer and dealer, or dealer and grinder. However, in the
European trade, the actual operations of brokers are not always so clear cut.
Some brokers also deal in pepper on their own ancount and engage in speculation;
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in other words, they also act as dezlers as deseribed above. Brokers are
normally in constant communication with the main pepper dealers in London,
Rotterdam and Hamburg. Some tend to specialise in servicing grinders, while
others are more involved with servicing trade between dealers. They provide
market intclligence to their customers as well as arranging contrzcits between
buys> and seller and handling the shipping documents.

31. Grinders buy pepper from dealers and carry stocks. Pepper can be stored
for long periods without deteriorating. The size of these stocks depends to
some extent on the price of pepper and holding costs, but is largely determined
by the grinder!s turnover. It would appear that most grinders tend to mainfain
gtock levels at around 20 per cent of annual requirements, although the very
large grinders may keep up to 20 ver cent. There is a tendency to increase -
stocks when prices are low but, in view of the relatively high value of pepper,
the extent to which grinders are able or willing to do this is limited. Thus,
the holding of physical stocks by Buropean dealers for speculative purposes,
significant as it was in former years, is no longer important.

32. It is difficult to attribute the extent to vhich dealers! speculation in
Europe contribntes to price fluctuations. It is generally acknowledged that the
main factors leading to price fluctuations in pepper arise on the supply side.
The price at which European buyers can obtain supplies of pepper largely depends
on two main factors: the size of the world pepper crop, and the activities of
traders and dealers both in the producing countries and in Singapore. The view
of the market taken by Singapore dealers (and other traders in the countries of
origin) will tend to be governed by the expected size of the crop in relation to
carry-cver stocks from the provious year (given a relatively inelastic demand for
pepper in the importing countries) and their subsequent trading activities will
reflect the view taken. European dealers tske account of these same factors but,
a2dditionally, their trading activities have to respond to the influence exerted
by the activities of the dealers in Singapore.

33. The following extracts from an ITC study of markets for spices in North
America, Western Europe and Japan, published in 1970, is also relevant.

34. The spice trade in most countries is concentrated in ‘the hands of a few
importers and gspice packers. Agents and brokers play an important role in
certain countries and here again only a few dominate the market. It is believed,
however, that with the increasing direct contacts of importers and spice packers
with suppliers in the producing countries, the role of the brokers/agents is
becoming less important in many markets and this trend is reflected in the
gradual decline in recent years in the number of brokers/agents operating in the
major spice trading centres such as New York and London. The functional
differences between direct importers and the agents/brokers are less rigid than
before and many agents/brokers trade on their own account besides operating as
intermediaries., There are other instances of combined functions: some importers
ars also grinders and wholesalers; some grinders are food processors; and some
food chains make their own importing arrangements and have their own grinding
operations.



MIN/3F /i1/8
Page 9

35, In distribution a similar concentration of activities is evident. In all
the countries studied, the vertically integrated organizations (combining
wholesale and retail functions) have increased their shere of retail food sales
at the expense of independent, unaffiliated wholesalers and retailers.,

36. Except Italy, with a strong preference for Tellichery black psuper, there is
no discernible preference for spice of any particular origin., Price and guality
are the main factors determining the choice of a supply source.

As regards exporting processed spices, exporters face such problems as:

(1) bompetition from well established local spice processing firms;
(ii)  the protective import tariffs, and

(iii) the fear that processors in the producing countries may not supply
high quality processed spices, free from bacterial and fungal
contamination, and extraneous substances.

Furthernore, the requirements of industrial users are not large and are spread
over the year. For example, a meat packer prcducing about 10,000 metric tons of
meat products needs only about 55 metric tons of over 15 different spices per
year. Cecnsequently the users would prefer to get their supplies from a known and
reliable lccal processor who not only offers the entire range of spices but also
manufactures, if required, special blends for exclusive use in their products,

In the Federal Republic of Germany, the Netherlands snd France, many spice pzckers
offer over 100 types of spice mixtures for use in sausage production. With regard
to marketing, two Indian packers are well established in the United Kingdom. It
is suggested that it may be necessary to set up processing and packing facilities
in the consuming countries themselves, However, enquiries showed that there is
some scope for exporting ground nutmeg, turmeric and chillies and curry powder in
bulk. There is also some scope for expanding the demand for spice oils end
oleoresins, particularly nutmeg oil, celery seed oil, pepper oleoresin, clove oily
cinngmon oil and cardamom oil. If prices are competitive and qualities conform
to specifications, "flavour houses" would be interested in importing these spice
oils and oleoresins., ' '

37. International standards exist for black pepper, white pepper, cardamam,
ginger, chillies and pimento. Some progress has been made in prescribing
standards for curry powder, paprika, caraway seed, cinnamon, cloves, coriander
and turmeric. But the trade in spices at present is carried out mainly on the
basis of conventional grade designations, These grades, evolved over a long
period of trading, convey only certain quality connotations which are often not
well defined, For less important spices, business is transacted on the basis of
samples. The American Spice Trade Association has, however, specific standards
for spices conforming to the specifications of the Food and Drug Administration.
In the United Kingdom and Common Market countries, draft standards have been
agreed for some of the major spices.
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38. Recent work of the FAO Intergovernmental Group on Bananas has included
certain aspects relevant to the marketing and distribution of bananas, inclvding
the econcmic aspects of prcduction, trade and distribution of bananas, ccean
transportation, and the outlook for imports of bananas into the USSR, Eastern
Europe and Yugoslavia. The following paragrapns contain extracts firam FAO .
documentation relating to these matters.

39. Document CCP:BA73/5 dated April,'l973 contains a review of the economic
aspects of production, “rads and distribution of bananas. The following points
relating to marketing and distribution have been extracted from tha't document.

40. A high degree of integration is essential in the marketing of a perishable
cammodity, such as bananas, grown in the tropics and transported over long
distances to temperate zone importing countries. In this operation, the exporter
plays the co-ordinating role. In Central America and the Philippines the bulk of
export marketing is carried out by the national affiliates of the multinational
companies {which market their own and associate producer fruit), in the French
Iintiiles bty producer/exporter syndicates, and in Jamaica and Somalia by National
Banana Boards. In Ecuador more than 40U exporters operate but over 97 per cent of
exports are handled by five firms, three of which are Ecusdorisn. In Colombia

also national producer/exporter groups play a major role.

41, Purchase conditions vary. In Central America and Colambia growers are paid
on an f.o0.b. basis, the level of payment usually being linked to the range of
services provided by the export company. In Ecuador the exporters buy from
producers directly or through intermediaries on the basis of minimum chipside
prices fixed by govermment decree. The Jamaican Bsnana Board vays z guaranteed
minimum price to growers for fruit delivered packing shed and owns the fruit until
it is sold to ripeners in the United Kingdom.

42. 1In the French Antilles, the export syndicates market the bananas on a
ccasignment basis and the fruit remains the property of the grower until point
of sale f.o.r. French port. The grower's final payment, therefore, is f.o.r.
selling price minus 21l distribution costs and exporter/importers! cormission.
The Somali National Bznana Board purchases on an f.o.b. basis, Profits are
allocated equally between growers and the Board. Although it is not officially
stated, it is assumed that the f.o.b. price fixed by the Board could include a
government subsidy if net returns after sale in Italy involve an operating loss.
The various Philippine producer/exporters sell either f.o.b. basis or cost and
freight Japan according to their contractusl arrangements with Japanese import

groups.
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Organization and distribution of imports

43. As far as internal distribution is concerned, most of the trends evident in
the previous study have been reinforced, Apart from the United States, where the
Anti-Trust laws prevent importers from owning ripening facilities, there is
evidence of further integration along the distribution chain. Similarly, brand
marking of banauas, originally introduced by United Fruit with the Chiquita label,
is now almost universal. Finally, slthough small independent retailers and open
markets are still important, particularly in Belgium, France end the

United Kingdom, the share of supermsrkets and chain stores in the retail sales

of bananas continues to increase. Tne most obvious example is Switzerland where
two co--operatives import, ripen and retail some 75 per csnt of all bananas sold
in the country.

Formulation of retail price

44. 1In general, retail gross margins account for 30 to 35 per cent of the retail
price and ripeners! margins for about 10 to 20 per cent. Exporters/importers!
marging together account for 2 to 10 per cent of the retail price (averaging
about 5 per cent). Import duties account for 5 to 6 per cent of the retail
price in Italy and Belgium, 8 per cent in the Netherlands, and 14 tc 15 per cenv
in Japan and Switzerland. The consumption tax accounts for a further 30 per cent
of the retail price in Italy., Oceasn freight averages about 10 to 15 per cent of
the retail price,

45. If the estimate of f.o.b. return can be taoken as a broad indication, the
percentage of retz2il price accruing to the exporting country amounts to aboutb

2 to 30 per cent of the retazil price in France, the Federal Republic of Germany,
the Netherlands; the United Kingdom, the United States, New Zealand and
Switzerland, and 15 to 20 per cent in Belgium, Japan (Ecuador) and Italy (Central
and South imerica). Estimated return to grower as a percentage of retail price
ranges from 5 to 14 per cent; it is highest in France (Guadeloupe/Martirique),
New Zealand (Pacific Islands$ and the United Kingdom, and lowest in Italy
(Ecuador/Central America), Japan (Ecuador) snd Belgium.

46, TImport policies and outlook for imports of bananas into the USSR, Eastern
BEurope and Yugoslavia are dealt with in CCF:BA/CCNS 74/4 dated April 197/ which
was prepared as background information for the Intensive Ad Hoc Consultations on
Bansnas held in Rome during May 1974.

47. Undoubtedly an arca which in quantitative terms offers very considerable
potential for expansion of banana consumption is the centrally planned economy
group of countries - Yugoslavia, Eastern Burope and the USSR. Since per caput
consumption of banesnas in traditional importing areas has shown a tendancy to
level out, this area has naturally become a focus of attention for exporting
countries. Tive countries were visited in Maveh 1974 (those whose imports have
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shown the fastest growth rate), viz Yugoslavia, Hungary, Czechoslovakia, Poland
and the German Democratic Republic; in addition, material has been assembled on
Bulgaria, Ramania and the USSR.

48. The centrally planned economy countries all operate on the basis of mediuwn
term plans which set the framework for their eccnamic devalopment, znd the annual
plan whick is the effective operating instrument. In general, foreign exchange
allocations for non-essential imports are broadly linked to the ability of the
foreign trade organizations to offset expendibure on imports by compensatory
exports, whether such exchange occurs in convertilble currency, against clearing
account, or parallel trade agreements. However, this principle is flexible and
account is taken of the need and expressed obligation to increase trade with
developing counvries and also of internal demand.

49. In the five countries visited, thers has been a considerable degree of
liberalization in trade as far as bananas are concerned., This is clearly linked
to the favourablc economic growth of the five, which has enabled more considera-
tion to be given ir developument plans to consumer goods, In the German
Damocretic Republic, Yugoslavia znd Czechoslovakia, bananags are no longer a
marginal fruit. Per caput consumption is almost 6 kg in the German Democratic
Republic, and 3 kg in the other two. In these countries bananas are popular and
consumers expect them to be avsilable. Indications sre that the same situation
is developing in Hungary (despite the fact that this country, as also Yugoslavia,
is a very large producer, consumer and exporter of temperate fruite) and that
Bulgaria is beginning tc move forward. Imports have not increased significantly
in the USSR but the recent poor grain harvests have undoubtedly been a factor in
this lag. It seems reasonable to assume that the favourable factors influencing
expanded banana imports in the other CMEA countries will also come to bear in
the USSR and Romania,

50. Provision of credit is often an important factor in trade development and for
this reason the more industrialized countries of the group have been the biggest
importers, no doubt because they can offer industrial goods to the banana
exporting countries on favourable credit terms and are in a position to provide
development aid.

51. The necessity to pay ocean freight in convertible currencies is a major
prcblem, particularly in the present situation with freight rates rising meteo-
rically. In this situation; the USSR and the German Democratic Republic arc in
a favoured position in view of their reefer fleets,

52. Probably the largest single barrier to increased cxpansion of banana imports
into this arca is the lack of the necessary infrastructure and skilled personncl
to transport, handle and above all ripen bananss on a large scale in all weather
conditions. The geographical position of some of the countries aggravates this
problem which is particularly serious as far as Cavendish variety bananas are
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concerned. However, Yugoslavia, the German Democratic Republic,.Czechoslovakia
and . Hungary are planning to install modern ripening facilities., Poland also is
giving serious attention to the problem and has in fact already sent technical
personnel abroad for training. Exporting countries should consider the provision
of technical training and assistance etec. as an integral part of their selling
effort and consideration might even be given to joint venture operations.
Unfortunately, they themselves often lack direct cxperience in handling bananas
at the import end, and in ripening in particular, but the integrated nature of
the banana industry and the links bhetween traditional export/import companies do
enable this assistance to be provided. ,

COCONUT PRODUCTS

53, In co-operation with the ECAFE and the Asian Joconut Community, the ITC

in 1973, under the UNDP regional assistance programme for Asia, published a
survey entitled "Market development of coconut products®. This survey, covering
eight markets (United Statcs, USSR, Japan, France, Federal Republic of Germany,
Ttaly, Netherlands, United Kingdoms, analyses the markets for gdible coconut oil,
desiccated coconut and coprea cake and meal, non-edible coconut oil and coconut
shell charcoal, and cxemines the market prospects for coconut products and
formulates recommendations for market development and promotional strategy.
Extracts from the summary of the findings are reproduced below.

Markebt analysis

(i) Market situation

5. The market for coconut products in the eight countries surveyed has remained
static for the last ten years, with the significant oxceptions of copra cake and
megl and of shell charcoal. The latter, howcver, represcnts a very small market.
Within the total market, the major scctor by value, that of coconut oil, has

shown a long-term shift from inedible to edible uses, in spite of the apparently
greater price elasticity of the latter. The explanation is that, in general,
coconut oil has moved into increasingly spccialized markets within the edible
sector, and these are, by and largec, areas wherc rapid growth is occurring in the
end-uses,

55. The patterns of consumption vary considerably by country: edible use of
cocorut oil is rclatively small in thc United Kingdom wherc palm kernel oil meets
most of the demand for edible lauric cils; inedible uses are virtually noan-
existent in the USSR, low in Italy, and relatively (in per capita terms) very
high in the Federal Republic of Germany; desicecated ceconut is unawailable or
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negligible in Italy, Japan and the USSR, and has lower per capita use in France
and the Federal Rspublic of Germany than in the other three markets; copra cake
and megl is solely a by-product merket except in the Federal Republic of Germany
and the Netherlands, which are both significent importers; shell charceal is not
used in Italy, Netherlands or USSR, but Japan has rapidly become the maj.r user,
with a static pattern elsewhere.

56, In most markets, edible oil is used for a variety of specialized purposes in
bakery, confectionery and dairy substitute markets, as well as margarine - gtill
the main single use - and general shortenings: the traditional margarine use is
still, however, declining in most countries. Non-edible oil is chiefly used in
soap and detergents, both areas now showing growth in usage, and to a lesser
extent in cosmetics/toiletries (growing), plastics (declining) and a wide variety
of other industries. Desiceated coconut is chiefly used in the bakery and
confectionery industries, with limited use in other processed foods and home -
cooking. Copra cake is used in cattle feeds, chiefly for dairy cattle. Shell
charcoal is used mostly for gas phase extraction.

(ii) Distribution channels

57. Coconut products are traded chiefly through brokers, and to a great extent
through the London market, in spite of the importance of the United States of
America as a consuming country. The importers, who are the main crushers, '
processors, etc., are relatively few in number, except for desiccated coconut
which hes a very diffuse pattern of distribution. In no country surveyed are
there more than two major copra crushers: significant refiners of oil for edible
purposes are two or three in most markets, though rather more in the United States:
the scap and detergent industry has only half-a-dozen major companies world-wide
including four multinationals: major producers of natural fatty acids and
alcohols number one or two only, everywherc, except in the United States. Shell
- charcoal has at most three activating firms in any one user country, and the
major feed campounders using copra cake are relatively few except in the

Federal Republic of Germany.

58. End-user markets are much more diffuse, although in most countries a few
large campenies appear to provide the key to coconut product usage. This seems
particularly true of the United Kingdom and, to a lesser extent, the Netherlands,

(1ii) Factors affecting trade

59, Price is a major factor affecting trade. Coconut oil is relatively
expensive, and prices tend to fluctuate violently, partly because of speculation.
Fluctuations appear to be the major influence in putting off buyers, though price
differentials vis~a-vis other oils are also important, while synthetics used for
technical purposes have gsined ground largely on a relative price basis, 4an
important element in prices is uncertainty about supplies and the state of
productvion. Assured supplies, especially in Europe and Japan, are a critical
factor,
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60, Transport problems, both in terms of freight rates and structures and the
availability and relisbility of shipping, are a significant factor in same
buyera' atbitudes to coconut products.” This epplies especially to the minor
products, desiccated coconut and shell charcosal,

6l. Quality is not explicitly a problem in general, though both desiccated and
shell charcoal have been criticised, and the aflatoxin problem clearly arises
from over-moist and poorly stored copra. However, the fact that Sri Lankafs
grading system - the only effective major scheme operating -~ enables both oil and
copra to command a price premium over obher origins is significant.

62. Coconut oil is vulnerable to substi itution, both economic and technical, for
most edible and inedible uses. However, its special qualities enable it to
retain a distinct advantage in any field where product quality is considered an
important variable in consumer preference. Much of the. exlstlng substitution is
encouraged as much by price fluctuation as by relative prices. A significant
fact in the substltutlon pattern is that, while edible end-uses may be regained
by coconut oil if prices or aveilability improve, no end-uses in the non-edlble
sector, once lost to synthetics, have ever yet been regained,

63. In putting forward suggestions relating to a market strategy for account
products, reference was made, inter aliz, to the importance of stable prices for
these items and the need for changes in the tariff structure which would enabie

the broader penetration of developed country markets.
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ANNEX

Publications Relating to Coffee

A series of country studies made by the International Coffee Organization
in 1967 mainly concern marketing control arrangements and policies of  a number
of coffee exporting countries.

"World Coffee Survey" published by FAO in 1968, contains information relating
to production and merketing systems etc. supplied by scme 70 coffee preducing
countries,

"Marketing in Burope", a monthly publication by the Economic Intelligence
Unit (Burope) S.A. contains reports on coffee and tea in France, Belgium and
F.R. Germany in its issues of October 1971, July 1972 and April 1973. '"Retail
Business", a monthly publication by the Economic Intelligence Unit Limited (UK)
also contains a report on the UK coffee market in its issue of March 1972. These
reports include information on consumption, manufacturers (roasted and instant

coffee) and brands, importers and distributors, packaging, retail prices ete.

The results of the studies made by the International Trade Centre UNCTAD/GATT
on the major world markets for soluble coffee were made available in two
publications:

~ Twenty-one European markets for industrial coffee, 1969, and

-~ The market for soluble ccffee in Canada and Japan, 1970.

4 survey made by the ITC in 1971/72 on the export possibilities for freeze-
dried coffee contains consumption forecasts for certain markets and recommendations
for the export marketing policy and the investment decision to be taken by the
exporting country requesting the survey.



