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Income Stability and the Marketing of Commodities 
The West African Case. 

(From Our London Correspondent) 

The marketing boards set up in the Gold Coast and Nigeria had the objectives of stabilising the in
comes of individual producers in these countries and raising their standard of living. 

The history of the marketing system in these countries shows, however, that the small African cul
tivator has been forced to sacrifice an unusually large share of the legitimate returns, due to him not only 
towards local revenues, through heavy export duties, but also for the benefit of the United Kingdom. 
This has been done by paying him only a small part of the sale price of his produce and accumulating 
the rest in sterling balances and also by selling at very low prices to Britain. 

C O N S I D E R A B L E atten
tion has been pa id over the 

past five years to the problems of 
underdeveloped countries arising out 
of short-term fluctuations in the de
mand and prices of pr imary pro
ducts. If any satisfaction could be 
derived f rom all this attention, it 
is at least in the fact that a num
ber of these problems are now clear
ly defined, and in particular the 
problem of stabilizing the real ex
port earnings of primary producing 
countries themselves. What has so 
far been little attended to is the 
problem of stabilization of the i n 
comes of individual producers and 
of the purchasing power of con
sumers. While it is true that this 
is, as the UN report Commodity 
Trade and Economic Development 
termed i t , " a useful auxiliary to the 
main task of stabilizing international 
transactions," it is nevertheless as 
important and significant for eco
nomic growth and more so of rising 
standards of l iving in those coun
tries (and they are all underdeve
loped) subject to the general prob
lem. Most of the proposals made 
in regard to this general problem 
have left this '' auxiliary task" to 
governments for " separate action ". 
A n d the classic case of such "sepa
rate action ", as recent research into 
the problem indicates, is provided 
by the marketing mechanisms insti
tuted by the Colonial authorities in 
the Gold Coast and Nigeria. 

The West African case is not only 
of interest in so far as the general 
problem of economic development 
is concerned. It indicates how use
ful an instrument the marketing 
mechanism can be in maintaining 
British economic power in that part 
of the wor ld . As two writers re
cently put i t : " T h e suggestion that 
in order to prevent inflation ( i n 
West Afr ica) . , . implies that the 
British authorities have pursued a 
deliberate exploitative policy in 

accepting the essential products of 
West Afr ica while 'refusing to make 
available even an approximately 
equivalent volume of imports to the 
much poorer populations of West 
Africa. While there may have been 
elements of such a policy , . . the 
suggestion that it did is an ex
tremely grave accusation of British 
Colonial policy." (The Reduction 
of Fluctuations in the Incomes of 
Primary Producers by P T Bauer 
and F W Paish, Economic Journal, 
December 1952.) 

OSTENSIBLE AIM 

The price and income stabiliza
t ion schemes in West Africa have 
the ostensible a im of wi thholding 
temporarily part of the income of 
primary producers in times of ris
ing international prices for West 
African exports and supplementing 
these incomes when prices slump. 
Both as regards the proportion of 
the price retained and the funds 
accumulated, these West African 
schemes, in the words of the writers 
cited, are the " most drastic and 
ambi t ious" known. The schemes 
cover practically a l l the agricultural 
exports of the Gold Coast and 
Nigeria—cocoa, groundnuts, cotton 
and oil-palm produce. 

The Statutory Export Boards in 
these two colonies were set up dur
ing the early war years as instru
ments in the mobilisation of food
stuffs and raw material then under
taken by the various Ministries of 
the British Government, and in 
particular the Minis t ry of Food. 
Thus the organisation first respons
ible, for cocoa was the Cocoa Con
t ro l of the Minis t ry of Food. Sub
sequently the West African Produce 
Control Board was constituted w i t h 
monopoly powers of exporting both 
cocoa and oil seeds, the two most 
important commodities in the West 
African economy, and a number of 
other subsidiary export products. 

In the Report on Cocoa Control 
in West Africa (1939-43) la id be
fore Parliament by the Secretary of 
State for the Colonies in September, 
a statement on future policy was 
made. It was there proposed that 
some machinery be established in 
both the Gold Coast and Nigeria 
for the purpose of purchasing the 
entire output of cocoa, to prescribe 
the prices to be paid to producers, 
and to be responsible for sales. The 
new- machinery was brought into 
existence soon after the end of the 
1946-47 crop season. In a White 
Paper issued late in 1946 under the 
title Statement on Future Marketing 
of West African Cocoa the British 
colonial authorities sought to ex
plain the essential characteristies of 
cocoa production in West Africa and 
the policy they intended to pursue. 

COCOA PRODUCERS 

The actual growers of cocoa in 
West Africa are African fanners 
working very small farms wi th the 
assistance of their families or hired 
help. Before cocoa was introduced in 
the country about 50 years ago, the 
African practised a subsistence system 
of agriculture under which he and 
his family cleared a stretch of forest, 
grew their food thereon, and then 
as the soil was exhausted, moved on 
to a fresh clearing, leaving their 
former land to lapse in to forest. 
The growing of cocoa easily fitted 
into such a system and the crop was 
spontaneously adopted by many 
thousands of cultivators. T h e signi
ficant change brought about as a 
consequence of this process was the 
transference of the cocoa farmer 
from a subsistence agriculture to de-
pendance on a cash crop sold on an 
international market. The change 
brought the Gold Coast ( in part icu
lar ) i n to the world economy, and 
when this became an established 
fact the authorities moved in w i t h 
their marketing schemes. 
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The ostensible purpose of these 

schemes was given in the 1946 State-
m e n t a s follows: — 

" . . . there w i l l be no question of 
their (the Boards) making a profit 
at the expense of West African 
cocoa producers. 'The Boards w i l l 
act as agents or trustees for the 
producers. By f ixing a steady buy
ing price in advance of the sale 
of each season's crop, the Boards 
w i l l cut the l ink between the price 
of cocoa in West Africa and the 
day-to-day price on the world 
market. Accordingly in .some 
seasons when wor ld prices are 
high, the price paid to the pro
ducer w i l l be less than the average 
realisation on overseas sales. The 
Boards w i l l , on such, an occasion, 
show a surplus," 

A n d similarly when world prices fall 
below that paid to the producers, the 
loss wi l l he met from past surpluses. 
'In this system, it was expected that 
on " a n average of a number of 
years—-the average price paid to 
West Africa w i l l be substantially 
equal to the average net price realiz
ed on wor ld markets and that the 
Board's buying and selling trans
actions wi l l therefore approximately 
balance ". 

MARKETING BOARDS 

In accordance w i t h this plan there 
was established in 1947 the Gold 
Coast Cocoa Market ing Board and 
the Nigeria Marke t ing Board, and 
since that date a number of other 
boards catering for various export
able primary products have been set 
up. The constitution of these boards 
is i l luminat ing. In general no less 
than 60 per cent of the membership 
of each board is appointed by the 
Governor, 20 per cent by the pro
ducers and 10 per cent each from 
the local Chamber of Commerce and 
the cocoa manufacturers, w i t h buying 
establishments in these colonies. The 
last of these representatives are of 
course drawn from such combines as 
Unilever L imi ted . The functions of 
these boards are:-

(a) to fix the seasonal prices pay
able to producers; 

(b) to determine purchase ar-
rangements and issue licences 
to buyers; and 

(c) to set up and maintain the 
necessary executive machinery 
for purchasing, shipping and 
selling all cocoa purchased. 

W i t h the winding up of the affairs 
of the West African Produce Con
t r o l Board, a sum of no less than 
£ 4 3 mi l l ion , representing past sur
pluses, was handed to the various 

successor boards established after the 
aforegoing Statement was made. 
The origin of these large surpluses 
wi l l of course be found in the trad
ing policy of the WA Produce Con
trol Board. For cocoa the Board 
secured approximately market prices, 
but almost f rom the beginning (ie, 
since 1942) began to accumulate 
surpluses by withholding from pro
ducers part of the net proceeds. 
Oil-seeds, on the other hand, the 
Board sold to the British Minis t ry of 
food at prices far below those paid 
to other Empire producers for simi
lar bulk supplies. In 1949 the very 
low prices paid by the Ministry for 
oil-seeds were raised somewhat, but 
a large part of the increase was wi th
held from the producers and the 
Board began to accumulate sur
pluses on oil-seeds and palm-oils as 
well as cocoa. By the end of 1953, 
these surpluses rose to over £120 
mil l ion, and if Uganda is added to 
West A l l i en , the surpluses of mar
keting boards f rom selling agricul
tural crops raised by native farmers 
have totalled so tar to nearly £300 
mi l l ion , most of which remains un
spent as a sterling "i reserve " at the 
Hank of England. It is difficult to 
visualize how those who framed the 
Statement " . . . the Boards' buying 
and selling transactions w i l l , there-
lore, approximately balance ", wi l l 
be able to explain these large sur
pluses, 

RICULAR SURPLUSES 

The actual operation of the mar
keting by the Boards in question give 
a clue to the unusual situation where 
year in and year out surpluses are 
being reaped. As pointed out above, 
the boards are immediately empower
ed to decide what prices to pay to 
producers; Thus, to take the case 
of cocoa produced and exported 
from the Gold Coast, the marketing 
board concerned paid producers on 
an average (between the years 1947-
52) 107 per cent less than the realiz
ed fob price of cocoa sold on the 
international market. For example, 
in 1951-52, when the international 

price of cocoa was £270 per ton, the 
price paid to the Gold Coast pro
ducers was only £130 per tons In 
the Nigerian case, the average reach
ed well over no per cent, The 
most blatant of these gaps is seen in 
the marketing of Nigerian cotton. 
In the three years 1950-52, the 
Nigerian Cotton Board received an 
average price of 130 per cent more 
than it paid to the producers. 

Apart from deciding upon the 
prices to he paid to producers, the 
marketing boards have the power to 
determine what quantities and grades 
of produce may be exported, and 
they may and do completely ban the 
export of some grades which could 

.be sold overseas. They also have 
the sole power to license processors 
and intermediaries. These powers 
appear very much as if they were 
designed to restrict output in order 
to maintain export prices irrespec
tive of the incomes of the producers 
concernod Thus an expert com
ments : 

" T h e system (ie of the West 
African Market ing Boards) was a 
statutory extension and enforce
ment of the familiar pre-war pools 
of West African merchants, market 
sharing agreements designed to 
protect buying margins by restrict
ing competi t ion." (P T Bauer in 
The Manchesten Guardian, July 
27 1954.) 

A significant feature of the sur
pluses of the marketing boards is 
that their size has progressively risen 
in spite of the payment of increas
ingly heavy export duties which in 
the live years 1949-53 yielded in the 
Cold Coast about £45 mi l l ion from 
cocoa alone. In 1953-54, the duty 
may yield about £30 mi l l ion on 
Gold Coast cocoa alone. The ex
port duty rates on cocoa are worked 
on a sliding scale based on export 
prices, and, wi th the international 
price of cocoa at a level of £520 
per ton, the current rate of export 
duty is somewhere in the region of 
45 per cent. Th i s duty alone re
presents about 140 per cent of the 
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price paid to producers, As in a l l 
similar cases, the burden of the duty 
is net borne solely by the foreign 
buyer of the commodity concerned: 
it is shared by the producer—the ( 

smaller African cultivator. 

STANDARD OF LIVING 
The ostensible reasons for the in 

auguration of marketing schemes, 
we are told, were mainly to remove 
fluctuations in the income of the 
African cultivators and secondly, as 
the 1946 White Paper terms i t , " to 
raise the standard of l iv ing " of these 
producers, in actual fact, neither 
of these reasons can be shown to 
have guided those who operated the 
schemes. On the first, whi le it is 
true that cocoa farmers have receiv
ed prices which have remained stable 
dur ing the season, between seasons 
there have been some drastic change. 
For' instance, in the Gold Coast, the. 
board's buying price for cocoa in 
1947-48 was £75 per ton. Next 
year this was raised to , £ 1 2 1 , but was 
pushed hack to £84 per ton in 1949-
50. In 1950-51 it was up to £130 
per ton. Messrs Bauer and Paish in 
the Economic journal article cited 
above, tabulated the total incomes 
actually received by the cultivators 
and the '' potential '' incomes they 
wou ld have received had there been 
no marketing boards in existence. 
This table is reproduced below. 

Actual it ml Potential Money In
comes of Cocoa Producers in the 

(void Coast and Nigeria 
Actual Particular 

1947-48 19.9 100 52.9 too 
1948-49 46.6 234 46.3 88 
1949-50 30.8 155 54-9 104 
1950-51 45.0 226 80.0 155 

The Inescapable conclusion to be 
reached from a glance at this table 
is that the marketing boards have 
introduced a greater element of 
fluctuation in the incomes of the 
producers than if there d id not exist 
such boards. 

W i t h regard to the second of the 
reasons-t in standard of l iv ing 
argument we have only to refer to 
an official survey carried out in 
Nigeria into individual producers' 
output of cocoa in 1951-52. Accord
ing to that survey half of the cul t i 
vators producing cocoa sold 7 cwts 
or less and d id not obtain gross pro
ceeds of more than £50 to £60 -
this at a time when prices paid to 
the cultivators were highest on 
record. In 1950-51, the cash in -

comes of individual cultivators of 
groundnuts or cotton was between 
£3 to £5 per year. Such levels of 
income do not speak highly of the 
efforts or the activities of the market
ing boards. 

The exploitative character of the 
West African Market ing Boards' w i l l 
now be almost self-evident. The 
huge surpluses cannot be utilized 
for purposes of development—the 
marketing boards are only empower
ed to use their funds to " stabilize 
producers' incomes ". More recent
ly, however, the Gold Coast Gov
ernment acquired the power to 
direct the Cocoa Board on the use 
of its funds—this power has not so 
far been used. 

CENTRAL STERLING POOL 

The surpluses are largely the con
sequence of West Africa's foreign 
exchange earnings, and since the 
United States is the largest importer 
of cocoa, these foreign exchange 
earnings are mainly dollar earnings. 
These dollar and foreign exchange 
earnings accrue directly to the cen
t ra l sterling pool, wi th sterling-
balances p i l ing up in the name of 
the marketing boards. The effect of 
this is that the British authorities 
" have pursued a policy which ac
cepts the essential products supplied 
by West Africa or their foreign ex
change equivalent, while refusing to 
make an even approximately equi
valent volume of. imports to the 
much poorer population of West 
Afr ica" ' (Bauer and Paish). 

Another exploitative feature of 
these marketing boards is that up to 
1951 all of them (excepting the 
Cocoa Hoard ) d id not secure market 
prices for the products of local cul
t i v a t o r . For years the entire ex
portable supplies of groundnuts, 
palm kernels, palm oi l and cotton 
were sold to purchasing agencies of 
the British Government at prices 
much below those paid by these 
agencies to producers in other coun
tries. For example, in 1947 the 
cif price paid for groundnuts i m 
ported from India was £61,1 per 
ton, while that from Nigeria in the 
same year was £28.4 per ton. The 
loss to Nigeria was more if account 
is taken of the size of Nigerian ex
ports of groundnuts to Br i ta in 
(264,000 tons) compared to that 
coming from India (12,000 tons). 

TERMS OF TRADE 

In a recent issue of the Journal of 
the Royal Statistical Society ( V o l 
117—1954) the terms of trade of 
West African p r o d u c e r s have 

been calculated. These indices 
are the r a t i o s between the 
cultivators' price of the pr incipal 
export crops and the cif cost of i m 
ported cotton piece-goods (the latter 
being die most important of West 
African imports) . For each of the 
crops considered there was a mark
ed deterioration in the terms of trade 
of the cultivators during the war 
and post-war years. In terms of 
Imported goods generally, the terms 
of trade of cultivators were as re
cently as 1949 and 1950 less favour
able than they had been in 1930. 
In terms of cotton piece-goods this 
applies right to the present t ime. 

The whole history of the market
ing system as described above shows 
up the fact that, throughout, the 
small African cultivator had been 
forced to sacrifice an unusually large 
share of the legitimate returns due 
to h im not only towards local re
venues (arising from the sharp scale 
of export duties) but more so to
wards the benefit of the Un i t ed 
Kingdom. The marketing schemes 
have nothing to do wi th producers' 
income and commodity price stabi
lisation, and this being widely recog
nised, the annual report of the var i 
ous boards now speak of their role, 
in fighting inflation, which otherwise 
would have run rampant throughout 
the period of rising prices. Tha t 
this argument is no more than a 
patent excuse is manifest from the 
fact that these hoards had no man
date to worry about inflation and 
similar aggregates. Fight ing infla
t ion is the usual task of monetary 
and fiscal policy. The test—the true 
test—of whether the newer regimes 
of Dr Kwanie N 'krumah in the 
Gold Coast and that of the Africans 
elected on the Governors' Council in 
Nigeria are able to meet the basic 
needs of the people in their coun
tries and in particular the needs of 
their peasantry w i l l t u r n on the 
attitude adopted towards these 
marketing boards. So far nothing 
has been done. 
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