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Pre 1918 
F ifty yea rs ago ch oco late was sti ll ve ry la rgely a luxury . Raw cocoa ca me from 
hundred s o f plantations a ll un der differ en t ownersh ip s, chiefly in th e We ster n 
Hemisphere. These plantatio ns produced in ge nera l cocoa o f h igh qu a lity, 
with flavou rs va ry ing from one cou nt ry to ano ther. Ma nufac turer s blended 
th ese di fferent cocoas to ach ieve precisely th e fla vour wh ich character ised 
th e ir c hocolates . 

Th e p roducers se nt t heir cocoa to Lond on a nd o the r co nsuming ce nt res where 
it was so ld by auct io n. Ma nufact urers received sa m ples which they roasted 
a nd tested, a nd then bid fo r the pa rcels whi ch su ited their req u ire me nts. 
Au cti ons in their o rigina l form were known as "Sa les by Cand le" , fro m th e 
practi ce of ha vin g a ligh ted ca nd le, with pins stuck a t interva ls down its s ide, 
se t on the auc t ion ee r's de sk . T he last bid befo re th e pin fe ll out sec ure d the 
co coa . 

Up to 1914. th e bu lk o f wo rld product ion wa s o f t hese "fl avour cocoas" . 

1918-1939 
The grea tly increased output from We st Africa a nd Brazil which started in the 
1920s brou ght a bo ut maj or changes in th e cocoa tr ade. 

I n West A frica , cocoa became a small fa rm er' s c ro p a nd prospered wit ho ut 
offic ia l encourageme nt. There were no pla nt ati on s, but th ou sands o f sma ll 
fa rm s ea ch produced a few bags o f cocoa . Merchant firms a nd man ufact u rer s 
se t up bu yin g agen cies on the Coast , a nd th ei r represe nta t ives we nt ou t int o the 
bush a nd bou ght t he bea ns fro m t he farme rs. T he fa rmers , however, had no 
ca pita l with which to buy t he ba gs a nd o the r req u ireme nts, so th ese ha d to be 
provid ed in advance by t he bu yers, who a lso gave inst ru ction s as to ho w to 
prep are the cocoa for ma rke t. 

The me rc han t firm s br o ught the cocoa down to t he po rt s, a nd the ir hea d 
offices in London an d Paris so ld the cr op on th e world mar kets . 

The cocoa pr oduced in West Africa was of a standa rd qual ity a nd fla vour. 
N o lo nge r was it nece ssary fo r manufacture rs to exa m ine sa m ples a nd test th em 
before bu yin g. T he result was a revolutio nary cha nge in t he ind ust ry, as th e 
manufacturers in turn we re g rea tly he lped in their a ttempt a t s ta nda rd isa tion 
a nd t he ir efforts to se ll th ei r choco lates a t a reasonab le price to the wides t 
possib le ma rket. 

The o ld and cumbersome meth ods o f purchasing were no lo nger ade q ua te to 
mee t this eve r-growing trade. Manufacture rs were a nx ious to ma ke co nt rac ts fo r 
thei r su pplies ma ny mo nths a hea d in order to ensure th e stea dy flow o f cocoa 
th rou gh the factories . T his co u ld even e nta il bu yin g coc oa which had not yet 
been ha rves ted . 

The sma llho lde rs in Afr ica co uld no t be ex pec ted to ente r into co nt racts on 
thi s sca le, a nd the merch a nt firm s wh o bou gh t th e cocoa from th em were not in 
a mu ch better posi t ion , preferr ing, naturall y, to se ll o nly wha t th ey had in their 
wareho uses. 

Commodi ty dealers, espec ially th ose in London and N ew Yo rk, ex pe rience d 
in pro vid ing th is so rt o f service in sugar, were prepa red to provi de a si m ilar 
service in cocoa now that t he co nd it io ns were ready fo r th is expansio n. 
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Termin a l or futures market s. ide ntica l in form to th ose a l rea dy exisn ng in 
sugar a nd o the r commodi ties. were o pened for cocoa t rad ing in London a nd 
N ew Yor k dur ing the mid -twenties , which mad e it possible fo r dea lers to ca rry 
out th is fun ction . 

So fa r th is a rt icle has been co nce rned main ly wit h We st Afri ca as being t he 
a rea o f spectacul a r g row th in cocoa pr oductio n. T he expa nsio n was a lso 
co nsi de ra ble in seve ra l o the r a reas. particu lar ly Bra zil. The deve lopment here, 
however, was on or t ho dox plantation sys tems. with landowner s cult iva t ing 
exte ns ive cocoa fa rm s, a nd the problem o f ma rke t ing was simpler. 

F la vour co coas , as fa r as Euro pe was co nce rne d , were main ly so ld on the 
basi s o f exa mina tio n of sa mples, a nd in Lo nd on a ucti o ns were st ill hel d up to 
1930 . In th e U .S.A . the tenden cy to bu y fla vour co co as o n descript ion was 
fa r more preva lent . 

Post 1939 
The syste m described abo ve was o pe ra t ive up to the ou tbreak o f the wa r, Then , 
in o rder to ensure th e livel ihood o f the G old C oast and N iger ian farmer s. t he 
Briti sh Govern ment agreed to buy the We st African cocoa a nd o t her cr ops. 
For th is purpose Produce Ma rket ing Boa rd s were se t up in London by th e 
Co lon ia l Office. In 1947 t he Cocoa Ma rket ing Bo a rds in t he G o ld Coast a nd 
N iger ia were es ta blished . 

T he Cocoa M arketin g Boards used the o rgan isa t ion of the firm s a lready 
esta blish ed in West Africa to bu y the cocoa from the farmers a t pri ces fixed for 
the season by th e loca l Govern men ts, and to bring it to port, fo r whi ch services 
th ey wer e pa id th ei r exp e nses plu s a co mmiss ion. On the se lling side , th ose 
firm s who we re e ngaged pre-war in the tradi ng o f co coa in London were used by 
the M arketi ng Boards to sell th e cocoa for t he m. Sim ila r arra ngemen ts were 
made in th e French te rrito ries a nd the sys tem ca rried on virt ua lly un ch anged 
unti l th e Go ld Coast and N igeria beca me independe nt a fte r wh ich th e selling 
orga nisa tion was t ra nsferred from London to Accr a and Lag os. 

A few yea rs afte r inde pende nce in G ha na the trad ing firms we re supe rseded 
by loca l co-o pe ra tives an d a G ove rnment orga nisa t io n. In N igeria , man y mo re 
accred ited buy ing agents were permitted . 

In the Ivo ry Coast and Cameroon , Ca isses des Stabi lizati on se t up by t he 
Governme nts ha ve a sim ila r o bjec t to the ma rke ting boards. However, the 
purch asing a nd se lling o f t he cocoa is left to th e indi vidua l sh ip pe rs to ca rry ou t 
within the framework o f the sc heme . The Caisses se t a minimum pr ice to be 
paid to th e far me rs fo r the who le seaso n. T he sh ip pers (d irec tly o r thro ugh 
th ei r agen ts u p co untry) purchase cocoa from the fa rm er an d sell to the wo rld 
market a t prices a utho rised by th e Ca isses . The d ifferen ces be tween th e 
purch ase a nd the sa le prices, less ag reed expe nses, a re sett led with t he Caisses . 

In Brazil, the rem a in ing major pr oducer o f bu lk co coa , pr odu ct io n is on 
pla nt at ion s as well as o n s rna llho ldi ngs . Selling a rr a ngeme nts a re gove rned by 
t he F or eign Trade Dep artmen t in the Bank o f Brazil, whic h is kn own by its 
Po rt ugu ese a bbrev iat ion " CAC EX " a nd o pera tes in a manner so mew ha t 
simi la r to th e Ca isses . 

Cocoa proves no exce ptio n to the trend towards s ta ndard isa tio n. a nd the 
deman d for the to p-qu alit y flavou r cocoa d imi n ishes yea rly . Occas iona lly a 
sma ll ma nu fac turer will pay high prem ium s for a pa rce l of so me fine-fla vou red 
cocoa , but in ge neral th e cocoa now pr oduced in Venez ue la. Ecuador, T rinidad 
a nd G renada , wh ilst retai n ing its cha racteristic flavour' , is sold ent irely on 
descript ion by local shippers a nd merch an ts. 

J 



Conditions of Sale 
The ma rketing co mpanies o r shippers sell thei r cocoa to rep utable trading firms 
th rou ghout the world, and the terms a nd co ndi tions of these sa les are gove rned 
by sta ndard co ntrac t for ms issu ed by the Co coa Associatio n of Lon don , the 
Cocoa Merch ants Associati on in New York a nd the Associa t ion Franca ise du 
Co mmerce des Cacaos in Pa ris. These bod ies, con sist ing of a ll inte res ts in th e 
trad e, were fo rmed in o rder to regu late d isputes an d genera lly loo k after the 
interes ts of a ll the parti es concerned. 

In gene ra l, most co unt ries prefe r to sell the ir cocoa on a Cl .F . (Cost, Insura nce, 
Freight) basis, a ltho ug h Brazil sells F.O .B. (Free o n Boa rd). Various recognised 
definiti on s through out the wor ld a re used in the selling o f basic cocoas to desc ribe 
the ir q ua lity. Over 80 per cent o f a ll West Africa n cocoas a re so ld o n the 
descri pt io n of Good Fe rmented, which permi ts of no t more th a n 5 per cen t 
mo uldy a nd /o r wo rmy bea ns and not more th at 5 per cen t sla tey. Th e lower 
q ua lity is descri bed as Fair Fe rmented , where the tole ra nces are 10 per cent 
mouldy a nd /o r wor my bean s an d 10 per cent sla tey. Bahi a cocoa is so ld on the 
description o f Supe rior , which permits o f not more than 2 per ce nt wormy a nd /or 
mouldy bean s. F ine gra de cocoa s ha ve va riou s descripti ons. T he top qua lities 
of these may not co nta in a ny defect s w ha tsoever. In o rder to ens ure th at the 
cocoa on a rr iva l is of the qua lity described , sa mples a re dr a wn by indepe nde nt 
superviso rs a ppo inted by bo th the buyers an d the selle rs. If the cocoa is no t of 
the q ua lity descr ibed , then fail ing a n a micable se tt leme nt, arbitra tors are 
appo inted by bo th parties. Wei ghts a re a lso check ed on a rr iva l. 

Futu res or T ermi nal Mark ets 
It is no t the in te ntion here to explain in det a il the man y uses that ca n be made 
o f terminal ma rke ts by a ll sect ions of the cocoa trad e. By their o pe ning, it 
beca me possible for co coa t raders to offe r ma nufacturers cocoa fo r a ny del iveries, 
eve n a year a hea d, whic h they migh t requ ire, by ma king hedges o n the mar ket. 

Hed ging is suc h an impo rta nt functio n in the t rad ing of cocoa th at a s im ple 
exa mple is given to sh ow how the risk s o f fluctuation s can be mini mised . 

A dea ler se lls to a ma nufacturer a ce rtai n type of cocoa for de livery twelve 
mo n ths a head a t a premium of lOs. Od. over the price quo ted on the term inal 
for the same posi t ion . At the tim e o f ma king h is sa le, he purch ases the sa me 
quantity o f terminal. T he sa le is now hed ged a nd his posit io n is then as follows : 

Sa le to manufacturer 200s . per cwt. 
Pu rchas e o f terminal 190s. per cw t. 

Having now a sa le and pu rch ase, he has no wo rries a bout whethe r the ma rke t 
goes up o r down. Hi s o nly interest now is to " undo his hed ge" , i.e . to pu rchase 
the ac tua l cocoa he has to de liver to th e ma nufactu rer a nd sell his term inal a t a 
profi table differ ent ial. 

The ma rket has in the meantime m oved up wards and he eve ntua lly purc hases 
the cocoa he needs to deliver to the manufacturer a t 250s . per cwt., a nd a t the 
sa me tim e he sells his terminal a t 245s. per cw t. 

T hus , his fina l resu lt wo rks out as follows :­
Sa le to manu factu rer 200s . Purch ase of Te rm ina l 190s . 
Pu rch ase of cocoa to 

fulfil sa le 250s. Sale of Te rmina l . . 245s. 

Loss 50s. P rofi t 55s. 

Net profit 5s. pe r cwt , 

THE PRINCIPAL MARKETING CHANNELS
 

"'" INVESTORS 
SPECULATORS 

t 
I 

-- _;-0 
TERMINAL 

- - - .... MARKETS 
M embers Only 

SECOND ·HAND
MARKETS 

Dealers /Merc hants 

ORIGIN MARKETS 
M arket ing Boa rds /Sh ippers 

MANUFACTUR ERS 

{.o--' 

o Bro kers 

---~	 'A CTUA LS' transact ion s 
(involv ing th e movement 
of physical coc oa) 

... - --.	 'PA PER' tran sact ion s 
(w here physical coc oa 
do es not normall y 
change hands ) 

NOTE : 
Bro kers	 are onl y shown as invol ved in investor and spec ulator 
deal ings on th e terminal market. They have to be employed in 
such cases but t hey may be invo lved in all th e other types of 
tran sact ion show n. 
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The process wo rks ide ntica lly where a dealer purchases first from the prod ucer 
an d.event ually sells to a manufac tu rer. 

In London, t rad ing is from 10 to 5 from Mondays to Fridays; the market is 
open continuously for business but t rading may on ly take place on the ma rket 
a nd between memb ers. A Lo ndo n ter m inal con tract stipulates a qu a nt ity (in 
multiples of five-to n lots) of a sta nda rd grade (e.g. Good Fermented Ghana) and 
a lso t he mont h o f del iver y a nd the price. For conven ience, t he mon ths of 
deli very, wh ich ma y be up to 18 months ahead, are limit ed in n umber, the 
positions norma lly used being March , May, J uly, September and December. 
Wh ilst Good Fermented G hana is spec ified in the co ntract, th e selle r may deliver 
o ther cocoas a t a premium or disco unt, as laid down in the market ru les . He 
a lso has the option to tender cocoa in ma in U .K . po rts o r in Amsterdam and 
Hamburg . Buyers an d sellers must register their contracts with the Lo ndo n 
Produce Cle a rin g House , an independent body , who on regi stration issue 
cer tificates guaranteeing th e fulfilment of each co ntract. T he cer t ifica tes a re 
re turned to the Clea ring House when th e member liqu idates his contr ac t. 

Because o f the uncer tainty a bo ut t he type of co coa t hat will be tendered, and 
sin ce it is alm ost entirely used for hedging, the grea t majority of co ntracts are 
liq uidat ed before t he date on wh ich de livery is due-a purchaser of one Jot 
December cocoa wi ll norma lly have so ld it before the time fo r del ivery. The 
two transactions cancel each other ou t (remembering that it is t he Clearing H ouse 
wit h whom he has the contract in each case a nd not two different members) , 
and h is pos itio n is th en liq uida ted . Of cour se, a selle r may tende r co coa if he 
wants, and a buyer may hold the contract a nd ta ke del ivery. 

Ne w Yo rk is the othe r majo r termi na l ma rket , a nd t here are sma lle r ones in 
A ms terda m and Paris. A ll o perate o n simi lar basic princ iples. 

Conclusion 
I t is not possib le to dea l with all the different aspects of marketing , but th is 
art icle wou ld n ot be co mp lete with ou t mentioning two o ther im po rta nt met hods 
wh ich produ cing co un tr ies use a t th e presen t t ime:­

I.	 Trade Agreements. Considerable quanti ties of cocoa ha ve been so ld 
under trade ag reements with the U .S.S.R . and Eas tern Europe . 

2.	 Local Indus tries . Over t he pas t yea rs, there has been a growing ten dency 
fo r prod ucing countr ies to sta rt their own cocoa butter facto ries. Bea ns 
are so ld to the fac tory a nd th e resultan t products are sol d eit her by t he 
ma rketing compan y or by the fac tory concerned . In mo st cases, in o rde r 
to prove econom ical, some fo rm of internal financia l assist ance is 
neces sary . 

Se llers sh o uld secu re the ma ximum income for their product s through good 
marketing, and t he success or otherwise o f the ir' e ndeavour must be judged by 
this . 

Opposite me as I write thi s article is a cartoon drawn in 181 7 of a fat and 
extreme ly prosperou s individua l, and th e insc ription underneat h him reads 
" Sell a nd Repen t" . H is counterpart is an ema cia ted , whi te-faced ind ividual 
and o ver the caption" Hold and grow fat" . 

The basic pr inc iples o f ma rke t ing do not seem to have changed over th e yea rs. 
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Reviev 
a nd C, 
A .	 P . Williarr 

Production 
When the F.A.C 
har vests in We, 
make a realist ic 
was nearly 100,1 

In co rnpari so 
reduced by 56,01 
years bu t prcdu , 
was smuggled in 
tons to 264,000 
purchase s reach, 
be a fur ther up" 
the rec ord 1964, 
the smuggling fr. 
clear that prod ue 
last year 's Camel 
over optimistic 2 

inc rea se in the B 

Grindings 
Mo st countr ies h 
Oct ober estimate 
figures fo r Wes te 
of Rus sian usa ge 
rises in the estirn 

T he fore cas t 0 
for a ll the main 
Eu rope, ha ve be 
grindings in West 
a nd the next F.A 

World Stocks 
It ha s now becor 
tho ught , and this 
T he pre sent statts 
more data becorn 
even so it is clea 
world cocoa stocl 

Afte r reaching, 
to £ 180/ ton. By 
end of Ma y they 


