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to the treditionsl soffes market o
pianting of new eoffes itrees. The degree to whieh = couniyy may be able

te adopt these recommendelisse ls lergely dependent on the structure of

production reting of colfes in thei couniry.

bie dats on producie

v¥eting in Hemya; (3] to determine the degres of instability in

produstion, yield, volusms

and porchasing power of

the United Hingdem; (¢

between ¢ instability of varicus varisbles snd sspesisily beblwesn expord

proceeds, snld export vaine, volume of exporis snd tetal productiong
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Teds Imporitsnss ol the Studys

Tuis in s plonssy sl

industry in Hesnye iz slocei entirely based op the production and narkei-

ing of arabica coffes. e production of other coffee species is neglig-

son the study covers exelusively the production and

¢. The investigation covers the period 1946

ud therefore the dabe assembled covers g suffliciently lopg periocd
sp that their asnalysis should bring out the charascteristic features of

those festures

goiise produsiion

Sry may be reguire

veligies for Benye in the Jlght of chenging world markel conditicans fop

coffse. 1k = 1d so provide o b ng and understanding

sbtenpting Yo implepent

will reveal fields where sperat-

25

fies produciics and

marketing need to be isproved. The identification of these fields of

weskneps ey 2itiract sitention oi the Coifee Hoavd, srketing Board
the responsibility of developing

ng stractures. I% iz hoped therefore thet

ntavest in the coffee lndusiry and asct

her investigsation espevianlly into the fisids

where reliable informstion is &t present negligibi

el o

1e5e Dafinition of Instabillity:

n production snd merkeling of Henyan



in terme of the residusl component of these verisbhles.

B

coffes is define
The varisbles sres messured over time znd therefore form sets of time

series date. 4duy sueh sel sey have four components, nsuely the seoular
trend, sessonsl, cycllesl znd rendos components. Phe lotbter twe sre loint-
iy often referred to as the residusl component. For the purpouses of this

study 2 seasure of instabllity in the coffee isndustyry iz the residusl

somponent of the sets of proeduction and sarketing duta.

oot
B

iz variocus variables of the coffee indusiry that as

residual somponsnt of these variasbles ar

the indusiry.

Cn the contrary, changes in the trend and seasonal componenits of such

and demznd conditions snd sve thersfore conducive

to efficient siliocation of resources

tel. Hethods of Determinsition:

The czloulations i This fanvesiigetiosn Lneciuds the detersinstion of

reziduasl componenis of the fo roduciion, produsie

Llowing verisbhles: totasl

aversge yield and

inn in lergs-geslie and seell ﬁ%ﬁiﬁ%ﬁ§&§?€§ alised

¥ield in the two seclors of ithe isndusiry. totsl szport progseds, woluss

cpopt value aad the pureh r of unit ezxperi

value with respect Lo exporis from the United Eingdosm.

Instablility of sach set of date wes expressed is instability indices.

chservations sdjusted Ior trend. This result wae obiaiped by using s log-

variasnce wmothod of caleulation developed by Joseph Coppock in

actusl procedure esmpleyed in the calculations is showsn in

method incorporstes the sdjustaent of datae for irend end

. A&

the deterzlinstion of averasge vesr Lo

sar parcentage chanpe for sach set

%



Besides instsbility, the growth of various variables, notably volume

total production and &

ged in gesrcentages. ronge, @Zesn and

atendard deviziions

x 5 » =

In order to exemine and compure chonges in varisus production and

marketing veriables, 1t was necsssery to rewove the gegulsy trend frem

the deotz. In this szereise., eanch snnusl cobservstion of o series wes

expressed as a percentsge of & sirsight line tread.

75

trend was estimated by the method of least sguares. This spsroation was

perforaed on fowr kinds of cheservetions pamely. toltsl proceeds, volusme of

gzporis, uwnld export velue and dofal produciion. The inter-relasbionship

of anpusl changes of these varisbles was exemined snéd this wvas further
elaborated with the aid of multiple regression equations and multiple
correletion co-efficients.

- g

hn elaboreie study o chasges in the purchesing power of ooffes ran

inte difficulities becsuse noc sultable price indices for the Henyan economy

w

¥e besn prapsred for g suifielently long pericd. Leek of such indlcss

=

az alse the meisn resson for esploving the least squsres umethod for

eliminsting the trend value of data of variocus variab

&5 the
perchasing pover of coffes sas exsumined with respsct to the United Hingdon

was selected for the determination of the

export price indexz.

purchasing povey of coffes begause Kenys ilsports smore from the United

P

Zingdon than Irom say other single counityry.

1eBe funures of Ints:

Dats on the production and marketing of Kenyan coffes was ussembled

laygely from the Annual Reporis of the Department of Agriculture for the



pepriod 1946 to 1964%. The observations whose dats was available in thess

E

reports in wsefvl fers lsclude tobtal asoresges., soreages in the small

seniegoune sed favas, %@%&i production, produciion in sesll sepi-
canercislised forms. $otsl szport proceseds, zross relurss to the small

seai-gopmercisiised farms, voluse of sxpords, unit export vaelue and
pusbey of pulping stations. dhere 1t was nscessary io use dets from
sther povroes, these were noksmowledged sither on the ftebles or on the
1ist of refersnces.

The deta from the snausl reports of the Deparitsment of dgriculiurse
was malinly wsed in Lis revw fore although a% tismes 11 wos nscessapry fo
make seversl converslions., Copversion faclors thst vwere ussd is esnloulsat-

ions are shouwn belows

1s Hetic of ceffes cherry i vlessn coffee = P11

o
il

« Hatio of coffee cherry : cofifee parchment = 5.6

o

Out-tura = Bulk parchment - Bulk clesg = 100
Bulk Parchment

b5
*

Yor the Renyven coffes industry. the onit-turn gsss zssused te be 20
per cent.

e 1 metyriec ton = 0.98 long ton.

S 132 1b. bag of clean coffes = 50 Eilo beg of clean ¢olffsea.

For the purpose ¢of vomparing the unli sxport walue wiih 1%s ypurehas-
ing power with respect to experts from the United Hingdom, it was necessary
to use the Unlied Zingdom suporit price inde Thais ses oblbeined from the
BHB,.8. Gentral Statistiesl Office publication; the Ansuel Abstracts
en Statisties 1947 to 1965.

Statistical information on colfee export quotas and the destination

iy s

sf coffes exporis frowm Heuve wes lavrgsly asssenbled from the F.i.0. Honthiy
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marketing veriables inm chapter &.

v

progeeds fron coffes euporis is velsied io anlt

export valus, total sanusl productlion, the wrice

4 the smausl volune e dizcuss-

e
&
£
G
5
o
o

ion on the lopliestiocns of resulis of Appendix B 3 s che sontribude

ions of supply Tectors te the insiability of the unil export vealus and

total coffee export pregeeds are determined.

survey and appraissl of the structure of

ing of coffee in Henys provides a basis for discussing ih

of the 1962 Internstional Coffes Agreemeni on the cof
Chapter 7 cventalns s deseripticn of the funcilicuns, sbjeetives and orgsnis-

Y

ation of the 1962 Intersstiocnal Coffee Agre

Henyan coifes suport guote in rel

gaffes producstion in Lenya and

trade befove the lgvesusni.



| CHAPTER 2

2.1 Desent Develonmenis in Internsticnsl Besmonic Instebiliity.

In the twenilieth century internsiionsl economic ifnstability has been
and still remsins a probles of gresit intermsticns]l and national consern.
Although pressure on nstlens Yo adopt nessvres that sould sameliocrste the
probles has besn present over the whole period. one san identifly four
peake of internationsl orisis whieh stisuisted nailions o sctive co-
operation. The first peak was duriang the aftermath of World War I, the
gacond during the Grest Depresssion In 1930%s, the third around the end of
Horkd der II sand the fourth in the period after 1950, it was in this
period thet the problen of raising the standards of living of the
developing gountries wes vegognised 2s an internstionsl rether than a
astional problen only.

The first threes phases of intersationsl co-operation involved smainly
the nations somprising the high i%@%%%!%§?%%% goonony counitries. Hecgent
developments have not only brought in the developing nations but have
transformed the problem of dntersnstionsl econoeic fnsitability in thet the
instablility of markets for prissry products has become s mors important

isaue iz the fourth phase than in the previcus $hres phases. Llso

HOTE: The United Hatione definitions for “Developed', Developing®, and

%lentrally planned economies™ and their synonyms have been adopted
in this Thesis, {3 p. 3). The synonyms, as defined below, wil
be used interchangesbly.

{1) "beveloped" or "high income" market economy couniries: Horth

smeries, Ysstersn Burove, idusirslis. Jew Zeslasnd, South Africa
and Japan.



politieal zud escospuis develoynsunis have brought greater ties belwesn
netions and gepoecislly between the high income snd the dewvsloping

nations.

The United Hations agencies have been in the fore in the analysis
of internstional ecomonic instability. Their studies have recently
given eumphasis on the effect of econocmic instability te esconomies of
the developing countries (2) (3). Such studies have shown that the
soononles of developing couniriss are hesvlly dependent on the stebiiity
of experi warkets for prisery producis. A study by the Food snd
Agrieultural Grzenisstion %fyiﬁﬁ United Hations, published in 1964,
revesled that in 1961 the developing countries were dependent on auports

ary products for up to 90% of their export earnings (4). it
o

also showed that developing countries acecounted for less than 40 per
gant of world priosyy commodity trade. In 1907 ¥otal szporis of

dities were valued at £66.1 billiom and the developing

prisary con

eountries accounted for ounly #24.3 billion. %%@%&fﬁ?@ their shore of
the world srivsry commndliily mavket wss only 57 per cent. The study
also showed that iLn the ssme year the tolal egpert wvalue of Agriouliural
commodities was £39.1 billilon and the developing countries sccounted for
£14.2 billion. Thue their share of the world agricultural commodity
trade was only 36 per cent.

These figures show that although é@?%ﬁégiﬁg eocuntries have a high
degree of é%g&%ﬁ%&%% on export §§§39§§@ fron primsry products, they

export less than the rest of the world. Theoreticnily therelore,

{2) "Underdeveloped” or Yless developed® or Heveloping® or "low
income countries™: Africa, 4sia and Far Basl {excluding Jspsn:
Hainland China and other isian centrally plasned economies),
Latin America, i.€., Worid minus (1 and 3).

ot

{3) "Cenirally Planned" economies: U.5.5.H., BEastern Zurope
{excluding Yugoslavia), Hainland China, K. Yietnasm, H. Hores,
Hongpolis.
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Al
e

instability of markets of primsry products would be more likely to

have a grestsr effect opn inesmes of prisary producers in countries
puteids the developing couniries Sthan those inside this group of
sountries. Iz precitice this does nol bappesn because prissry g%@é&s%?&
suteide the developing countries are protected frem i%%&?ﬁa%%&ﬁ&i
eeonoulie instability through snational polieclies which ensure direct or
indirect subsidies Lo the primary producing segter. While thenms
Bessures aye possible %E%é%%%ge they sre snsuitsbis 4o @%@%Eﬁ%ﬁgg

countries, becsuse these cannot afford the financiasl burden that is

mmess it is for this reason malnly

demanded by such support progra
that econocmic iastability of markets for primary products is now

regarded as z spesisl probles of the less develoved couniries.

2.2 TPuture Presvpects fer Prisery Prodsoteo.

205 2

The etononie instabilily of markets for prisery producis hes
resulied in fns%ebility of expovrt earsings. This instablility hae bsen

7 poor future prospects. Schultz identifies thres

eztegories of soonomle prospects for prisary products: fivst, the
progpecis of prigery producis relaiive to prices of =lli commsdities at
wholesale; second, the prospects of countries benefiting fros

econonic development as producers of pripary products; and {fisally,

the prospects of countries which depend on the avallability of prinary
products frem abroad (5). He pointe out that the first type of
prospects can be subjected to sconomic sunlysis and seasurement, but

the latier twe ave less smensble to sgomowic anslysis. 1% is in the
snslyeisz of the latter two categories of prospects that much controversy
has asrisen, oven siiong econonisis.

During the post wer yeare, prospéects for agricultural exporits have

oy



been glosely sesociated with four feectors: firvel, &

products o world trade; . segomdly, & sluggish rate of

senitursl enporite; Hhirdly. desiining unit veluss fop

ports snd finslly deciining ferns of trade foxr

speiniiy demonsiveied in 2

produgera. This has been

stady published by the Food snd Agricuitursl © faation of the United

Hations (&}. % ta 1958-61. It

that in 1959-61 the world sgriculiursl €rade incressed by 3

s

in velusme snd value respectively over wvaluss for the periocd

ineresses in bolth volume snd

1952-53

Fherefore these

welve of worid ser

figuran show a deelining

The relative slov rele of grewih Goenltursl trads bas

gountries. The study by the Foo

the United Hetions showms that i

high isncome couniries

respestively sbove 1952 The corresyw o fiperes foy the

Thevelore in the period under

low-liagone counivies

‘review, the growth of asgricuitural exporis from the high incone

esuntries was higher in both velue snd volume thaw in the low incose

ccuntriss. 1% is also evident thet the ¢ neion in wolupe of

sanied by a sore severe decline in the

agriculiursl sx

undt weiue isn the Jow income than is the high income couniries.

sl exports partly

developing countries.
wee of the gbesluls
dy Lnevessee in the

#as been desmonsirated by the



rosulis of the study by the Food and Agricultursl (rganisstiosn of the
United Hations{®). It reveals thut between 1950 and 1962 the
purchasing power of spricultursl ezports fresm develouping countries
declined by 32 per cenit. The decline of export prices for food and
sgriouitursl raw melerisls from the develeoping countries sesounted for
34% end &1% respectively of the total decline in purchasing power.

This developument has tended to impair the import capscity of the
geveloping countries. fince investment in capital goods is a require-
went for rapid econcmic development, the restraist in lusporis of
erpital goode that iz dmvessd by the deciining vervehasing povwer fores a
bottlensck in coonomie development.

The decline in purchassing power threstens the achisvement of

i ??ﬁy%é taypets in the developing couniriss. The growth rais
targets set for the United Hations Development Decade by 1970 requive
winimun ?&%%ﬁ of growth of 5 per cent ser snnus. For many developing
eountries 5 rate of growih % per cenit of lueewe per cspifs will just
kesy ahesd §f the ﬁ?ﬁf@gw rate of population. Ghis ds of the erderof
2.5 per cent im most developing countries {73s Stedies conducted by
G.4.7.7., the United Fations and 4ifred Malzels indicate that ap asnnual
rate of growth of 5 per cent in per capliis ﬁ%@ﬁﬁ@ﬁ’@ili pot be gohieved.
in the &%&%EQ% of major changes in the pressnt serist prospecis,
production snd trade policies (8) (9) (10).  Caleulations by Blau
point to the same conclusions (11). Assuming ceteris paribus condit-
iene snd & hypothetical growth rate of 5 per eceant in the total gross
domestic produet up to 1970, she estimates that the defieit on current
“gecount in the developing countries is expected %o rise to £20 hillion
in 1970. This figure is four times the deficit im 195%. From thess
studies 1% appesrs that the prospecis of %fi%%?? products generating

eeonenic development in the developing couniries sre poor in the light
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ef declining unit export values.

In conclusion, the economic prospecits of prismsry producte sppear

¢o be poor. The recent trend im unit export values of pr r products
relative to those of all commodities appesr to be ominous, espesially

to producsers in lovw lucome counivries. In thess goun %ié&g the ezport
receipts fros primary products aay not meet the demands made on primary
produsie bto finange eapitel fwmports thei sre essential for ecomomics

development. Frog the point of view of importiag @gaﬁifzawﬁ the

prospects of fzporitisg spriculiural produets are somevhat unpredicitable

%t
gl
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for these sre to some degree dependent on world politicsil coaditions {

243 jrpupents on the long Bun Terms of Yrads Psotuecen Agrieunlture sng
the Hesnulacturine Industry.

Beononiste bave for s long time atienplted %o predict snd expleain
the lopg ren terss of trade between primary production and the
menufacturing iandustry. 4 group of econcvmists, notably Torrens,
Biecardo, Malthus and Keynes, held that primsry production and
manufacturing were subject to different economic laws (12) {(13). They
postulated thet prluwary production wes subjest Yo the law of dipisnishing
returns while manufacturing was subject to the law of incrsasing:returas.
¥From these laws, EKeyses aund his collegues concluded that the long fégigg
¢rade between prisery producls snd senufseturers would favour the forusy
over the latier. Objections have been volced over this coneslusion and
Eiandlsberger says thel, slthough the ldentilficstion of descreasing
roburss with land intensive processes snd ineresesing returme with
capitel intensive procvesses may be gorrest, 1t is & wisteke o iink
decreasing veturms %Yo prismery production and increasing returas to the
marufacturive industey. This iz bsesuse neither primsry production hnor

#

the panufacturing indueiry is wholly depeudent oz the one kind of
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resoures, bopely Land snd capliial respestively. whieh ave suppoesed te be
their chief sharacteristics (12).

Bistoricsl developments do not support the above hypothesis,
instead they have murtured another school of thought bearing opposite
views. Phisz ssntends thet the terus of trade between prisasry products
and senufacturss bhave been shifiing over times in favour of the latier and
that thie trend is what should be expected in the psst and in the future.
The propouentes of this thesis base their argusenits, first, oun monetary
and wage poligles:; secondly. ¢n sdministered pricses iz the indusirial
gountries and finslly on the operation of Eagel's Law (14). It should
be pointed out that this thesis has been used by Haul Prebisch, Hans
Shinger, ¥.4. Levis zad Suanar Hyrdsl assong others $o explsin the
congention that the less developed countries have suffered secular
deterioration in the commediiy ferse of irads. in 8o doing they have
identified the terms of trade beitween develsped and under-developed
sountries with these of mencfactures and pri=zery produstss They
Justify this identificslion by polanting out that export sriess of
primayy products from the devsloped countries mre pelatively sore

=

siable then those rscelived by gxporters is develond

fing countries. Yhe
Prench ezonomists point out thet interssiicmal tronesctions in
agricaliursl producis are divoresd froz cost and desmand funstions by
sabsidlies and public poliay. The gosts of prodostion are manipulated
to achieve domestic cbjectives of income egqualization (15). | it is for

=

these reasons that pri

vy produstion in the hizh imcome couniries

tends to have siulisr charsciteristics to %ﬁg sapufaeturing indusiry.
Banl Prebisch ssad his colleagues srgue thal gonetary and wagse

pulizies and sduinistered gprices iz high inconme counivies have been

designed Yo sromelie zizing money wages snd sitable or rising prices.

sher rete of Yechunologiesl progress snd iSncvesssing

For thiszs ressen the



produetivity in theme counbries relative to siniliasy developmenis ip the
dsveloping couniries has 8ot resulied in lov consuser pricss. Low
produciion coszts resuliing in low consumer prices would have besn of
benelit to the low incose couniries whe purchase both consumer snd
capital goods frem the high income countries. But the slower
techaoclogicesl progress snd lower productivity in the developing
countyries bave resulied in low cosis of preodustion and low prices for
food zud rew paterizis. The products, especislily the latter category,
are szporied to the high income countries. Following this srgument
Zinger paintuins that the high jncome countries have benelited both
wa¥s, first as consusers of prisasry producis {ron ithe ﬁe%&iggﬁgg
gountiries snd secondly as produceys and exporiers of manufactured
articles to the developing countries (16). While Haberler
aeknowledges the faet that moany economists in the developed countriss
feel that, from the polint of view of 2§§1ﬁ§§i stability and social
Justice stable wages and falling prices wonld be 5 better systes than
the one z*zzi:izzgg he maintains thet there is not evidence that the present
systen has hurt the ecomomies of the develonisny countries. e s also
segeptical that the present systes hes produced sericus econouie
instability to producers of primary products in the developing
countries (13).

The supporters of the long ters debteriorsiing terss of trade for
prismsry products, alsc svgus thet differentisl price movements between
manufactures and prisasry products have been acgentusted by & relative
decresse in demand of primary producits over time toupled by & relative
incresse of demand for maaufzctures. This has been atiribuled to the
gperatior of Hngel's Law and to teshnelogicsl progress in menufschturing,
which has reduced the amount of raw materisle used per unit of cutput {16).

In zddition %o the reduction of the suount of rav ssterisls used in
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manufacturing, techmologicel progress has produced synthetics which
have adversely affected the demand for primary preducts through
subetitution. Tais is what Hirechman, in a sentroversisl article eslls
fereative destruetion’ {17). Objections have been raised to the use of

Engel®s Law %o explain the long rum terms of trade betwsen primary

&

products and Banufscltures. $he Law siates that the percentage of
grpenditure on food iz o decressing Tunctiocs of incene. Haberler points
out that the law applies sirictly to food and not %o rew materials and
further the differential price movemenis depend on not only demand but
slE0 OB BRIDAY= Fellowing these lines of srpument. Haberler discounts

that there haz boen say clsar trend ome way or ancliher. but accepis

I fiueluvations (1%).

i
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tatisticsl messurepents of Lthe long rus trends of the berams of

e

4rade beteenn prismery producits sad sanulscturss have besn undertaken

recenily belt coniributions to this field have been few snd methods of
snalyeis have been different. 7Jhe most widely knmown stady is that of
the League of Hations in "Industrisiisation zund Foreign Trade®, which

was ifzley reprodused snd expended in the United Hatlons study.

“helative Frices of Lxports and Imporis of Underdeveloped Countries® (2).
{ther smore yocent studies inciude those of felin {levk, We. 4vihur Lewis
mnd Le Lerisi. The sliudies hove been reviswed 1w seversl articles,
including those of Horgen and Lerdau. The United Hations study

revesls that the tersms of trade were in favour of the primary producers
from 1801 to the 1860%s but after 1870%'s the decline in their terms of

Srude startsd snd hes tended to sontinue sinee than. Phe sontinustion

5w

of the trend has been supported by studies by G.4.7T.T. and F.h.G. {20) (&),



It sheuld be polnted ocul thet the Uniited Nations used trade dois
of the United Hingdom for the above analysis. Fhis was Justified by
the faet et she has besn the post loportant single experier of
saoufachiures and also the wmost isporiant single consguser of imporied
prisery producis. United Hations generalisation sbout the long-run
terame of iesdfe for priasry producers hes been besed on this &tudy.
This gemeralisation has been criticized and smong the critics Haberler

has been inm the fore {13). He arzues thet ths analgsie of the Unilsd

i

Eingdor duta canvol be an adequabe basis for generslising the terme of
trade to ??i%%?? producers wiih respect to other industrial countries.
¥urther, hes poinis osut géﬁiyiég frede dsta dop not aliiow foy product
guality changes, changes in transport cosis pud do not sufficieantly
take account of mew products. The shori-comings of trade data in
these rospeets would thersfore glve faully resulis.

Far ﬁ%@ purpose of long run economie poiicy in the primery
producing coantries, Clark asnd Levwis ventured to project the Iuture
gourse of thelyr terss of trade. They used different models in their
anaslysie sad this resulted necessarily in different results (19).
Lerdsau has gone iato pains to check whether the long run trend of the

of trade
%@?%gfa% g&?@&a@% by Lewis and Clark was meintained in 1950%s.
Clark ¢alculzted that by 1960 the price of primary products sould be
S0% more favoursble to the primery producers than they sere in the
peried 1925 = 2h. Lewis obtained a lower fig%é% of between 22% and
39% for the sane period. By 1957 the fovessst made by Lewis on the

berme of trade tursned out to be much nesrer Lo the astuzl terzs of

trade than that made by Clark. Lerdav laoter used Lewis® egualions o
gzleoulate the itersms of trade for food snd raw meterisles for 19%50. He
alse ealeulsted the sctusl terzs of trade for that year. Using Leowis®

equatiocns the terms of trade were 9% and 96 for food and raw materials



respectively. #hile the culculsted terss of trade for the yoar were
85 for boih types of produets. Therefore Lewis® squations predisted
the fulure terss of trade with some degree of sccuracy. Howsver,

of these projestions sund how these

Baberier emphssiszes the probless
problems influence accurate forecasting (13). Hie therefore meinteins
thet statistiesl forvecasting does nol allew & prescise sveluation of

the long run shanges in the terse of trads.

2.5 $Cyeclicel Filugtustions and the Terms of Trads Between Primary
Produste sand Menulsctures.

The supporters of the thesis of secular decline in the terms of
trade between primery products and smenufsctures also srgue that the
sriees of prissry vroducts fiuetunte more %%ﬁ% those of panufaciured
articles, especially during a business gycle. Ehey polnt out that
durisg 2 boos or z depression the prices of privsry commodities fliuetuste
more thas prices @f sapufasctures. It follows from this, that the terze
of trade for countries whose ezporis are predosinently compused of
%@ﬁ&f%ﬁ%&ggg will tend to detediorate less during the businesss oyeale
é&%&“ﬁ%éﬁgﬁ and i%%?@%é o = iégs degree during upswings when compered
te the terms of trade of countries %é%& fssignificant quantities of
menufsotures in their exporie. The latter ﬁ%%%é@f? éf countries
%ﬁg%éi@ﬁﬁ% grester fluctustions in thelr teras of itrade.- Following

producers in the

this argument, éé% proponents srgue %%gg prisay;
developing couniries are ﬁﬁg,éﬁiglfﬁﬁéﬁ @§’Zgg§ ters decliming tersms of
trade for thelr primsry exporis, bud slse sore viclent gyelical
filusgtustions. Given the charscteristie bebavicour of prices in a
business cyclie, depression effects are intessified by the detericrating

=

terss of trade for counltries exporting predesisantly priwsry producis

ghile the sase effscis sre smeliorsted by fovoursble terms of frede in
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countries that export predowinsntly indusizrisl sanufaciures.
Eindlebeorger hos atitsupted to test the foregoing theory
statistically for isdusiriel Europe and especially for ithe United
Eingdom {21). He found that during the interewar pericd the movements
of the tevss of trede during booms ond depressicns were zs postulated
in the theery of business cyoles. Haberler does not disspryree that
thére are cyelicel chenges in the terms of trade for primesry producers,
but he points out that econcumists should not exaggerate the appgnitude
of the probles and the degree of regularity of the cyclical pattern
over time znd speve (13). He znico ssaserts thei ccopomisis should not
assume without proof thet the movement of the British ferss of frnds sre
always indicstive of dirvevtion of change sud smplitude of wovements of
the terms of trade for counitries whose exporis sre dominsied by primsry
rredusts. Yo illastrate this point he draws on a study of C.H., Uright
whichk revealed promounced ¢ycliesl changes in ocean fredight rastes {(22).
friznt sise showsed thet in the pael depressions, drastie fells in
freight rates resulted in lower prices c.i.fe in Britain and this gave
rise Yo Bigher fetebe prices st distent povris of shipping. Congsequently
¢randport cosis have tended to davpen the lzpecet of depressions on ths
eversess prideyry producers.  This effett ham noit been taken inte
ascount when ssleulsting the teres of trade for primesry producers whoe sell

in the British sarket.

It is gemerally agreed that between 1870 and 1940 the terms of trade
for counirvies exporiing §£@§@é§§§ﬁ%2§ prisary products declined. However,
conbroversy 2%ill remsins on the fulure trends, the regulsriiy of ithe
fature patiern uf the terus of trade and sbove pll, the imporisnce and

pagnitude of the problen. One group of economisis is pessismistic about



the futurs prespecis of prisery products shdie the other iz optimistic.
it iz mBot surprisiag therclore that they ezpress diverss gopinions on
megsures that sbould be sdopted to elther asmelicrste or contain the
declining terms of trade for countries whose exports sre dominated by
primery producis. Perbepe Sohulitz mslkes s felry observetion sbout this
coatroversy; “Whe diversion on this issue zlseo seens to depend on where
wg are, for in general those of us who ars closest to countries or
sectors that preduce primary products foresee for them a bleak future,

1o are identified wiih couniries that use thesm do ast

whereas thoge »

ghare this view. I could be that we are thus divided becsuse we lack

the wirtus of being independesnt of ocur environment.® {5).
- -

[ o

The foregoing srpgusents show that controversy exists in the followe
dng fleids:
te The long run terss of irede bebueen prlivsry producis and ssaufanciures.
2. The terms of trade between vounlriss prodemissnitly exporiing priosry

products znd those whome snporis sre doninsled by nunulacivres;
3. %he evopownie prosvecis ol primsry produsis.

bespite the sbove sontroverny. there exists sone sgresment thed

market coaditions for individusl primsry products are subject te ¢yelieal
and sporsdie fluvetustions. For instsnes, the insiability of markets for
privery products llke tin. coffes. suger snd rubbsr bhas long been
reoognised and internaiicnal messures haove bess in eperaticsn ot one tise
or aacther ¢o zllewisie the problem (2%). Gewersl cosmpodily stabilisation

schenes have boss designed o deal wilh vneisble mevket copditions for

individual primery conmmodities.

2,6 Uaiding Principles of Stabllisstion Schemes.
Internetionnl comsoedlity sgreemenite heve been popelar wsepens ia the

guest for prige siabilisation. Wmiilieh diseeruns thres different pericds
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in which a%sbilisstion schemes have beén used; before Lhe Grest
Depression; during the Depression itself; and the periocd following
HWorld war 1I (24). Thess pericds vwere charsctevised by diffsrent
commodity problems and for this yeasson the atabilisstion primeiples
employed were spegifie to eash peried.

During the boonm peoriod before ithe Grest Deprsssion, sitabilizstien
sehemes were ergenised solely By the producers. They lesnsd nors
towaerds price pepging than towards fixing & vrice range znd zaisd 1itilis
ztienticn %o the prisciple that the pries pechaniss should be laft fres

to sllooste rescurses accordisg to sarket conditions. The instability

iimited to a few commodities. For this reason, commodity stabilisation

schemes dealt with maladjusiments of specific commodities (24). However
during the Grest Deyression nearly sll prissry commndliles vere affected
snd conditions then not only snecessitated the stasbilissiion of greupse of
gonmoditien, but aisc the co-operstion of both the producing and the
dmportisg counirics. Priges were exivesmely low and there accumulated
large stedhs of commodity surpluses. Therefore the major concern wss
not madnleining prices al specilie levels bBut $het of 1iftdsg prices to
gover the sosts of pgrodusticen and disposing of large surpluses
simellaneouniy. Uniike both these perieds., the post war years have
been cherecterised by uvasiable prices. Gver this pericd, the primevy
goncern of stablilisation schones hoes besn to suooth out price fluctualtions

gnd both producer sud conmumer periicipeiion has beern sssured. Although

flustuations of prices of primsry producis have been genersl, the

comnodity-by-comnodity approach to stabilisation has been preferred.

Bowever, the rec¢ent evelution of gore son-fraditionzl methods of
stabilisstion, for instance cowpensstory finsncing, has resulled in

schemes that are likely to render the compodity-by-commodity approach
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shaclete.

During and after the Vorld War II, the problem of interaational
economic instability received more interanntional co-opsration than
during the inter-usy years. This resulted in the formation of many
interzationsl orgenisstions to deal with the problem. Geppock revievs
developments lending o the formation of these sgencles snd in
paréiculesy those formed under the zuspices of the United Habions {(1).
The verisve zzpenclies that Ysckle the probles of interzstisonsl sooncsies
instability come under the Economic and Soeial Council whese formstion
was provided for is the United Hations Charter. Under this Council
emerged five apecislised agencies, nasely, thes Intermational Honetary
Fund {(I.M.7.}s the International Bank for Recomsiruction and Develop-

{I.B.%.D.), the International PTrade Urganisation (I.7.0.}, the
Foed and Agricultural Urgenisation (F.4.0.) and the International
Labour Organisetion (I.L.O.J. The Internstional Trade Urganisation

{1.7.0.) was to provide countries with a set of rules to govern inter-

nationsl tradiang relstions. The sgengy finelly dyvew out ths I%0
Gharter, popelavrly koows s the Havens Gherter, for sn Interusiticnsl
Trade Urganisation wmeeting in March, 1948. Unfortunately the
Organisation feilied o malerisilice begsuse the Unilted Ztunben fulled o
ratdiy the Charier. Hovewer, the cosmereizl provisions of the Charter
wagre wholly sdopfed angd in offest becsme gz inftermstional asgreement
after 1947 under the Genersl Agreesment on Teriffs and FTrade {(G.4.7.%.)-
It was under the commercisl provisions of the {harvter that the functions
which intevveticnsl commodlly sgreesents sunld serve. znd the sonditicns
wander which they would s appropristie, wers spscifisd. The princigles

embodied ip the commersial provisions have boep sccspied for gensral

geidance by goverpsents seeking Yo conclude interastional conmodity
agreesents. sumssrises the priscivles zs follows: (23):

{a} hsgreements should be open to all pgovernments who care to participate;
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{b} They should provide for equsl representation of exporting and
imporiting countries;

{¢c) They should provide for equal protection of producer and consumer
interests;

{d) That prices should be falr to consumers and producers;

{e) They should lay emphasis on expansion of consusption as well as on
progreasses for orderly asdjustment of produciion;

{f) They should provide for s definite tersination date to the

Agreement, for review and amenduent as neCeESLETY .

In forsuleting neticnal price stabllisalicn and support scheunss,
§§%i§§%1 interests sometimes influence e¢concnic planners to adopt
Beasures %%é% turn o8t to be harsful %o other nations. bBavis records
that %géﬁ’ﬁgﬁiﬁﬁgz effortes, especisily in the form of esﬁgﬁéiﬁg gontrols,
were of some importence in the 1920's (25). During and after the Great
Depression of the 19350%s, éi&ii&r nationsl messures were mulltiplied in
Bn %ffﬁ?% to sivengthen nationsl economiss. Hatlons used devieces %ﬁéﬁ
manipulated commodity %trade and in effeet resiriclted internstional trade.
Zugh deviges ingleuded high tariifs, guaniitetive resiriciions on imporis,
domestic import guotas snd subsidies. These devices were widely used
in Continentel Burope and in the United States of Anerics. The resulis
of such policies did not take long before they became bhermful to inter-
national trade thereby affecting cther nations. it is due to this
developpent that netiens have crested forums in the Unlited ﬁ&ﬁééﬁ%laﬁﬁk
in the Gemeranl Lgreement on Taviffse snd Trade in whieh such issues can be
discunsed. For the purpose of avoiding the forsulaticon of harmful

national polieies in sgrieunltursl production, the Food snd Agriculitural

Organisation of the United Hations drew up & set of guiding principles

for agricultursl price stabilisstion and support policies in 1961 (26).



fo fer sore thep 50 nsltions who sre mesbers of F.h.0. heve notifisd
thely forsel scespiande.

The genersl sivs of sgriculiursl grice sitabilissilon poliscies within
a2 countyry and the eriteris by which they may be evalusted sare outlined
belowi-

{i) they should provide an agricultural industry that is economically

capable of providing for fermers snd farm workers s standard of

living coussensurste with penersl stenderds of living in the country;

{3i) they should provide for sn increase in the efficiency and
competitiveness of agricultural production wiith particular &é% of
reducing protective mensures;

{4ii) the pulicies should seek to aveid excessive fluctuatiocans of
agricultural prices and incomes;

(iv) they should allow agricultural production to adjust to effective
demend in such a way as to sveld shortage snd burdensose surplusess

{v) the policies should slse facilitate %@1&&%@& and expanding consumption
of sgricultursl products al Yessonably stzble prices st a level
eguitable to é@%ﬁ\grﬁéﬁa@rgvgaé consuters:

{v1i) the policies should provide f@: balenced development beiween
agricaitursl snd other sectors of the soonomy %ﬁ§f§§§ aveiding
exgessive fransfer of paypents fros ene sector %o the siher:

{vii) the pelicies should seek to improve internmational distribution of
primary products besring in nmind that the atiainment of this
cbjective is a jJoint international responsibility invelving both

the importing and the exporting countries.

2.? Heppures fer Bedoeling Instability.

$he cuvmpodity~by-gommodily approach to the price stablililsation

probles has become the siandeard procedure begsuse of the peculisritiss
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of commodity proeblsass, thereby cazliing for %?ﬁﬂifiﬁ‘iféﬁﬁﬁéﬁie For

this resson the objectives of intermatiosal comsmodity sgreements may

dgiffer, but only in detail. The brosd sblisetives ressln the snns.

Blau bas identified five objectives as opposed te only twoe ss envisaged

by the Havans Chaviter (27). These are outlined below as follows:ie

{1} To wuphold or rsise export proceeds by restricting either production
or ezporis or boith:

{ii} They ecan abtiesmpit to prevent undue shori term fluctuations of prices
and %&@% tities traded;

{iii) Po facilitate long ternm structural adjusiments as may be required
in csses of persistent disequilibrius belween production and
consunption, particulariy under conditions of inelastic supply snd
demand;

{iv)} They cun alsc contain measures to counteract the shriaksge of
murikste, especislly shrinksge thed resulis from protectionisd
policies, preferentisl srrangesents between importing countries
and sosie exportiag counlriss sad the effest of substitutes;

{v) They czn be used to co-ordinate intergovernmentsl comwodity
progreaumes in commercisl poliey, produstion. priges. siocks, loans
aud 2id for developmeni prograpnss.

Yhere bave Leen many types of price stabilisstion schemes that have
gither boen sbtenpied oy proposed. These. howsver, can be ¢lassified
using thelr mejor charscteristics snd Bir Sydusey Caine identifies six
types {28). Ln outline of his clsssificsation znd problems faeing eseh
type of stabilisation scheme is discussed below. The types are as follows:-

2e7els Internationsl He ation Schenes.

FPypleal in this calegory is the %ezport guobs® type sf intersationsl
sowmedlty agreepent. Thisc has been the baslis of the Fubber Agresment,

1934-443 the Tes Scheme, 193%-5% and the Internationsl Coffse Agreement,
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1562. The sailent fsaturse of the internsiionsl regulstion schepes ars
as follows; (2%)s

{2} they sre negetinted by governments;

{b) the agreement is open to adhesion by 21l couniries exporting or
importing the commodily bul include the principal exporting and
consuming countrises;

{e} 1t is negotisted to last for a specifiec tern of years but it is
reasuable:

{(d) the basic mechaniss invelves export regulation by quotas, usually
production restrictions and in some lastances specific contrels
gwayr imporis. sltecks, ezport snd isvert prices:

e} it is enforced with the co-operation of 2ll perticipating countries;

o g
oty
Bt

the sgresmest wsuaelly hee negoitiated range of prices or o Yprice

goal? which it strives to malintaing

(g} the agreement is asdministered by either a Council, Board or Committee;

(k) voting powers in the administrative Body are usually equally distribe
utzd belwesn net exporiing snd net lmporting countries:

{i) the agreement conitains wmeasures to prevent non-participanis {rom

wenkeniag or taklsg advantage of the iﬁ%%?&&giﬂﬁﬁir&f?ﬁﬁg%%%ﬁ%@a for

instance, By limiiting lmports from pop-participsants;

{3} the agreement adopts policies favoursble to the expansion of

ZeFeZ Intermelticons! Miffev-ilogk Schenes.

These consist of arrangements for an organisation that holds eoff
supplies when prices are declining and puis thes back on the market when
prices ripe %o a satisfaebory level. 4n szample of this typs of schome

is the Internstional Tin Agreement, 19556-671. The festures that characterise

et

puffer-pltock schenas sre as Tolliowsie



.
{a) the agreement is contracted between governments of both the producing
and jlmporiting coustrissg
{b} the sgreement establishes an international buffer-stock agency which
becomes the sole speratorg
e} the sgreement is opersted primerily to reduce short-term fluctuntions

ef comsno

d) it alse sims at diminishing disturbing shifts in productiong

o ey
@
W

the gosles of the sgreeuent sre schieved by fixlng %celling® and
tfioor? prices ot which the agency would sell snd buy respectively;
{f) a Bey factor in the success of the sgreement is the creation of the
tpuffeor-stoek?,. the contribution of wiich comes frop the smsnber
gouniriess
(g} & possilble impediment is the erestion of a *buffer-~fund®, shich is

provided by peritieipating goversments supplemented by funds borrowed

fvor the {insncisl marketsg

{h) the buffer stock agency is suppoesed to be self-supporting

finsneially.

2e7e3e Intermational Agrecments for Bulk-Ssles and Purchases at dgreed
Prices.

This is usuaslly referred to as the Bulti-lsterial coniract” type of
B

Lgreement, 1949-59. Tha

S

agreement and 1% was the basis for the %heat

ghief characteristise of this type of agresment include the followingi-

{a) they negotizted by govermnments of both exporting and importing
seuniriss;

4

{b) the agreement iz administered by either a Council, Board or a Commitiee;
{c) the objectives of the agresment are to reduce the instability of prices
and iancomes fo producsers snd to zssuve the latter of sariket for their

producis while st the sase time assuring consumers of supplies at
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{d) it involves setiting minimum and maximus prices;

(e} it also involives a commitment on the part of the importing
countries to purchase a Ygusrantesd guanitity? al prices wlithin
the sgresd prige ?%ﬁg@V%§@ﬁ when msriet prices may bes below 4hs
miniwun price;

{f) similarly, the exportisg counitries are commitited te sell a

*guaranteed guantiiy® of the commodity to the signatory importing

wenbers, ab prices within ihe apreed range of prices even wvhen

zlmnn fixed price.

2.7« Internstionsl Compensation Schemnes.

The cenclusion of internstional comuodity sgreements of the thres
types sutlined sboee iz procesded by woary and often lenpglthy mepotiatiocuns.

srmance of spreements thet have been concluded has

The historigsl
been discoursging because more ofien than not, they work satisfactorily
for short pericds only. It is for this reuson, besides the growing
awsrensss of the nesd to mainltein spd even raise the export reselinte ef
primery produsts, thet hasz prompted o gesych for new methods elther to
replase oy supplassent the traditionsl onss. It was te £i11 this peed
that intervsnstionsl compenssation mchemes have been devissed.

Although copponsstory {insncing was suggesied as sarly szs 1953, it
did not meet popular approvel uatil early in 1960%s.  Since then
variocus compesnsstory flosncing schemes have been devised by soue
epsnoniste, varisus spenvies of the Unlted jaticns sud othey %éii%&%&é
groups, for lmstance the Urgesnisation of American States. lovasy, in
s snaiyiliesl sritieie, hep discussed in deteil the ssjor charscleristics

aud weshnessss of setory finsncing schemes, and alss snaliyses in

some detail, ten of the proposed schemes (29). The ten schemes consist

of the Muitual Insursnce Scheme devisad by Glanme (30); the Intergoveranment
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Compensation Agreements proposed by Haselwood (31); the Prineiple of
Compensation 25 sun alternsiive by H.FP. Balny  the Development Insursnce
Fand (DIF) (32); the Stabilisstion of Export Receipts devised by a
group of experis appointed by the Grgenisstion of Americsn States; the

Compensatory Faellity of the Internstionsl Honebtary Fund; the

Compensatory Financing to Counter Effects of Deterioration in the Terss
of Trade devised by Hesul Prebisch; The Price Conpensstion Agreensais
devised by J.5. Heade; the Suppiementary Flaaneisl Heasures presented
by the United Kinmgdom and Sweden as & forual recommendation to the
United Nations Conference on Trade and Development, (UNCTAD), %%3 1964
and finslly the Import Guarantee Scheme proposed by the Indian
Belegation to the ssue Canfersace. These schemes, and other types of
compensatory finasncing schemes as well, differ in their finer detsils
but broadly they have the following characteristics:-

{a) they are negotisted by governmeats of exporting sund importing
countries;

{b) the underlying motive of the schemes which may or may not be
explicitly stated iz %o faeilitale the priwmery producing
countries to procesd with thelr economiec development;

(¢} compensatory financing msy be based on individual commodity prices,
or total export proceeds of s large nuuber of comuodities, and
with reference to eithsr thelir short term or long run fiuctuations
o bothi

{4} 2alil schemes have a ‘price standsrd?, this could be in form of
gé&%@é srice, srice range, or terms ol {rade devistlon, culside
which sosmpensetory flnsnging ocoursi |

{e) the schemes may be divided into twe categorles namely those that

transfer incomes from imporiting to exporting countries enly aad

those that effect transfers to either group of countries depsnding
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on which way the relevant economic varisbles are changing;
{£) paysenis are made to governmenits and sot to individual consusmers
and producers:
{g} finsneing ig not levied by taxing the consumer but may be zade by
tazing the producer:
(b) the essence of the mechanisa is to leave the ruling market prices

free of interfersace.

2675 Hational Mariketing Boards.

ards are multifunciionsl in nature, ususlly

Commodity markeling Bo
performing the norssal dueties of 2 marketing body, but they con be
designed with & specific purpese of stabllising prices and incomes
ressived by farsers. Bosrds that heve Tunetioned in this sonner
inciuds the West jfrican Uotos snd Oroundnui Herketing Posrds sad the
East Africen Cotfon Marketing Boards (33}, (3%). Hatiomal marketing
boayds ave in fact sonopoely-monopsony bodlies for they anoguire powers to
bandle sll the sales snd purchases of = coswediiy or a defined group of
gomzodliise. To the producers the Herkeling Zonrds sre monopsoanies
and the former are usually required to sell sll their produce to the
Board. They seguire these powers through government legislation and
for this resser setlonsl marieting boerds are under the ever-all super-
vision of the geverament. The salient festurse of price snd lancome
stobilisetion bosrds sre outlined bslou. ¥or further detells, see
Farliey (35).

{a) the Board has power to buy and sell a speeified product or a group
of producis

{B) it has powers Lo detersine the guaniity and guality of produce
which each producer mey offer for sale:

{e} it therefore prescribes the manner in which the commodity may be
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graded, pasiksged snd ssriketed.
{4} it deteraines the prices that the fermers will greceive and the
manney of nalking the paysents:
{e) it msy be empowered to impose fines on those producers whe Bay
break iis regulations;
{£} the Board usually has power to impose levies on producers to
finauce ite agliviities:
{g} the Board deternines the terss esnd conditions under which the
goamedity will Bs soldy
{h} it alsc determines the persons to whom the product may be sold
nd the azenls who may handls the product at veriocus stapges of
the marketing channel;

the Poard is constituted by farsers, wsusily through repressendative

Iy,
fite
g

menbers »ho are slected frop various producer districts;

e alecbed nenbers, the Zosyrd hes o persenent steff shichk

4

() besides th

executes and administers iits policies.

2.7.6 Hationel Tazotion Systems.

Thens ayvstess sye desipned to tax sxporie of prismery vroduocis during
pericds of high prices end %o subsidise prissry production when the
pricees sre degiinlisg. Their chief objective is to dampen the impaet of
price flustustisnes in isternsiionsl markets on desestic production,
thereby svening out the disposable incoms vregelved by primary producers.
In this wsy the tazation policy provides s cushioning %fﬁ%g%‘ag the
domastic eponoEys This may be effegtsd by taxisg the prissyy produciag
zector only or by genersl itsxaticn. Hurkee prefers the latier o the
former {36}. The taxation of sectors that are sources of price and
inecome fluctuations csn be effected by itwe methods:iw

{2) by the estoblishment of a system of varisble taxes and export
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subslidien; or,

{b} by sn exchange conirvl asgency. This would loewer snd reise the
efficisl exchange rates st which it taskes over the foreign
exchange progseds of prisery producia. For this purpose
besides others, a country adopts multiple exchange rates (37).

Burkse prefers o genersl tazation policy Yo taxstion of sscbors
that are eycliesl lesders.  This would be anchieved through excise
revenues, income faxes, import as well as ezport dutiesn.  These would
ke incrcased during suport booms snd reduced during slusmps.  Using thils
method the country would keep under conizrel the expansion of incomes and
ingresse of iluporis snd this sould snsble 4% 4o sneeumulste o Wuffer fund
of foreign sxchange. This buffer fund would then be used for subsidies

in depremsion Years.

2.8 Principal Weskunesses of Commodity Stsbilisation Schemes.

¥hile sozme sitabllisation schemes sy have more defects than others,
they 211 tend Lo danfizence certaln comveon fagtors. but by verying dogress.
Thelr common fislds of wenknsseses are really lhe weak srovisions of the
agresments and Levelve faetors whleh by sature sre difilenlt to deteruisns
gtatisticullye. The covson fielde of wesknesses are discussed ian the
following paragraphs.

{a) Stabilisation Frice and the Long-Term Trend of Commodity Price:

Phe difficulties of stalliisation reduce to the single problss of
wmaintaining contact with the long-run frend of compodily price. The
grester the disturbsnce of the stabiliesltios price fres the loang-run
trend the grester ls the danger of chronic disequilibrium between supply
and desand functions of the commodity in gquestion. The Buffezstochs,
Hulti-laterial Conitract, Compensatory Fissncing and Counter-cyclical

fismesl Policy bave abirseted sconomists bessuse Shese siablilizstion
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scheges have lesst interference on the produser and copsumer prices and

P%

this snsbles the price sechanisz to frasssll merket condilions to bothk

nd the cousunmer. On the sther hasd, Ln stebiliisetion

m

the producer i
peheses where the prices ave fizxed through negotistions, the chief
problem that arises is that of ssintsining contaet wiih the long-run

trand. Hudson points out that the grester the lnvose atabllity crvested
by the spgressents the grester ls the distoriicn of desirsble longerun
adjusiments {23). The danger of delsying or distoriing the rescitiocuns
on beth the supply snd the depend sonditions is gresiest where the
elaaticliiies are largc.

It zhould be noticed foo that mearly sll stebilisetion schemes have
& ppeciflied Tyrice-goal®. This say be the maintensuvee of & glven vrics
level, a price range, bterms of trade, compeanssition 2t a specified
*geviation rebtin® frow s $rend snd so oB. In schenes where operaticas
to maintain such gonls are divorsed frou the price sechsnisnm, the
probles s%ill remsines thet of deleradaing paveenis thet ave consistent

with the long-run irends Un the whole payments have besn based on

’&

welghted or snwelighied hipioriesl price data. Hoving sverages sre
popularly used and susme vaperts euphasine the fspordtsnce of welghiing

sge formuls in order fo glve smwre fmportence to the

the moviang aw
gurrent yesr prices Ln the caliculstion. in the detersisstion of
payments to producars Dpusr apd Peish sweinisaslisn thet the higher the
elesteelly of supply the higher should be the isportange attached %o
gurrent year prises end the declinlng importence of past year prices
{333 Gther ewperts, for iasstance (eudrises and Loevasy, prefer
simple ingerpolation of s trend line calculated as a moving average
over many years (38) {(&9}).

Sowe goononists prefer stabilisstion schomes that lesve the pries

mechanise free to move %o those that ispose pigidiiy. The supporiers
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af the fovmer gohenmes heve falth in the sllecative fusetion ¢f the
srice peshanion. in so doing they zssume Lhet the elsstisitiss of
woth the dessnd and expordt supply functisus asre positive and not
perverse. @hether these sre asciueslly elastie iz not known, fer it
gould be 2 4lffieulit tusk to estzbilish this sssusmption for ail
eountries thei are invelived in the productien and consumption of
grimary produsis. However, where the export supply fanciions asre
glestic, the %%é%iii%&%ﬁ%& policy would intsriere with the sxpor:
produciion. Fersars wouid tesnd to produce more shen prises ave
declining snd less when prices sre rising. Ynder ecircumstsnces where
the expert supply fusstion is inelastic the @%a%izi@aiiﬁg poliicy would
have 1ittie inflivence on production. Llse there would be no
advantages in lesving the price mechanisy freg. fhere the elssticily
of desmend for primsry produsie is high persistent high srices encoursge
the production of substitutes and economising of meterisls used per
walt cutput of finished product. This developsent resulis in
perzanent reducitiecn of demand for prisary products.

Purther eriticiss levelled aguinst stabilisetion schemes that
allow the priges of primary commodities to fluctuate arise from dis-
ruobive shorit-run structurel adasptetion that may be siimulsited by
pricss during 2 boos or & business reghssios. Bader such cliroum-
stanges resouvrces mey shift ints oy awey Iros the ssctor producing
primery produsts for %X?ﬁ?%é‘ Guch sheri ifers structural adjustments
are disruptive to any sconomy aund no responsible government would zlliow
this %o bhappen for welfsre Yeasons.

Iin developing gountries = pericd of high ggégé@ is usually
ageompanied by expandion of consumer requiremenits especially through
the deponsiretion effeci. Gnce consumplics hes increased in good

yenrs, it must be mslpteined in bad years. For this resson, pericds



of fiucbtueting prices of primeyy products are 1ikely %o be characterised
by inflstion snd reduced invesinent. The policy of making payments to
governnsnis instesd of producers during such perieds would undoubltedly

mesn an overall improvesend on luvestment funds.

{b) sStabilisation Funde snd their Opportunity Cost.

411 stebillsstion schemes involys the sxpenditure of large smounis
of resourses. These are used %o purchase stoclks, consiructing sterage
fueilitiss, ssltablishment of bulfer funds, ruannlsg cosis of the
agreements and such sther eypensss. In particular, the requirements
of capitel in buffer-sicck type of stabilisstion schemes are very high.
4lso, azithough it is the expressed wish to both producers and consumers
to negotiate sgreements that would assure both parties of eguitable
§§§%$%; the negobisted prices almosl i&ﬁgfia%ég result in a bullid up of
sitocks in the producing counivies. 413 Terses of stegks represent
wastelul snd usprodusiive investmeni. For this regson stabilisgetion
schemes that result in bolding of stocks have been severely criticised
especially because the idle resources asre desperately needed for
development purposes.

Hovever, Rurkse warns that stabilisation costs should not be
analysed in iscolation, for they umay pay substsantial dividends in teras

ef long-term development in the primsry produciang countries, (36).

{e}) Transfer of Income and Bevenus Implications of Stabilisatiocn.

The compenssiory fipsuncing scheses have been comssnded se supevrier
means of stabilising prices of prismsry products as opposed to the
traditionsl tyves of srranpgements because they assure developing
countries of funds thet they require for cconcmic development. SBinger

sints sut thet sush (renefer of incomes fvoesm the imooriting to the
it



groducing countries will contribute to sconomic development only if
absorbed inte their economic system (16). #slliech observes that the
transfer of lancome iz effected in form of income and not investible
capital. For this reason, he ergues thel the recipient country nmey
save o substsantial proportion of the transferyed inecome znd oply a
gmell proporition mey be invested. He furiher suggests that probebly
the same smount of funde would be more effective on development 17
this wae issued in form of sn investment grant or loan (24).
Stabilisation has been criticised in favour of instability for
the reason that more capitsl may be forsed when incomes are high
periodienlily. with large proiits going t¢ expori producers than shen
incoumes are more stable and more evenly distributed (39). This
contention by Caine has been oriticissd bedeuse of the risks of
iefiation sugendersd by {iuvclusting prices sand the crippling effect
on seoncamic development becsuse of spseulabion thel nerrows the invest-
ment horizon {24). However, Caine raises s nusber of issues on the
effect of stubilisation on the total income regeived by primary
producers. He points out that statisticsl siudies on instabllity =re
foliowed by inferences that claim thet instebllity is s ruinous

2t without further detsiled studies %o evaluste these

Ztudiss en Ausirelisp gressy wool tend fo support Cailne’s

contentions.

Iz the gourse of evaluailng & buffer stocks programme proposed
for fustrsliisn gressy wool, Powell snd Csmobhell point out thst without
knowledge of depmsnd slasticities and how these change with rising or
fziling prices, %%% profitability of bwiffer-stock operations become a
matter of chance (40}  Their study showed that buffer stock receipis

were ssnsitive to susll changes of the els fiecity of demand.

Conssguently buying vs & markel chavscterised by sn lnelsstic dsmand
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and selling is spother cheracterised by sn elusitic desmond would
generally lesd o galiins. Gperaticns is sarkets with opposilts
gharseteristics would lesd to lossesn. Thusn, theve are hidden geins

ad losses in operating buifer stockschesmes.  FPrevious analysis

&
%

justifying the operation of buffer stocks sssumed that the elastigity
ef demend did not alier beitvesn the time of Wuylisg snd the tine of
selling the sogulred sitocks guch revelations by Powell snd fompbell
point sut the difficulities into whiech stabllisstion schemes may be

falling uvnwitiingly.

{(4) Bigidity in Fetterns of Prade and Production.

fivet stabilisslion scheses whether ot the petionsl or Internastionsl
level yalise the probles of pigidity iun patierns oz trade and produsiiosn
gad egpeeinily the Yexporieguote’® $ype of dslermationsl compmodity
agressent. The probliewm in thiz Lyse of spresnent srises Irenm the
vosis on whideh export guolae and snnual increments of productive

are negotisied. Usuelly negotiation on these silocations is

based on historieal performance in expori trade and the current level
of produgtion. The incroment of expor® guotes znd the productive

fixed on a pro-rate basis. Conseguently, negotiations

o
L

ok

cupagity
igpore the feel thel some preducing countries sre more efiicient than
sthers and therefors the sgreement tends fo shield high cost producers.
The latier are not only slliowsed to maintelisn thelr share of the szxpors
@mariket snd thely sroductive cspselly bt slso Yo expend thes.

flihough this wesnkness hes been pointed cut for the ‘export guota®

type of apreement, the defect isn less noticesble with other types of

situbilisstion schenes. Bsyer nud Falsh heve shown thet naitionsl

measures takesn sspecially through merketing bosrds mey have o prestrictive

o

sutput effsct. They showed that stsbilisetion praciices of the West
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Lfrican Harkerding Posrds in the post war boon yeare resulied in

restricting the wvolume of ocutput for export (33

5

{e} Confliect betwsen Hationsl and Intermstienal Stabilisation

‘slicies

Internation stabilisstion schenes sre uvsually sepoitisied for sherd

g

periocds only. They are supposedly desigped %o influence the short

term su nd conditicns. The nepeiistors suphesizge that the

operations of the stabilisation schemes should not tamper with the long-
run ftreands of prices. The negotistions sre based therefore on the
asssumption thset the phenomenon of fluctuating prices for primary
products is tenporary snd when vremoved the level of prices should

returs to norasl. Gwaslily there is we unsniunilty on the sources of
fnotors that cause or sves inflivence this feapersry phenozencn. fne

of the faoctors thet usunlily gets least atitenition in the negotistions

iz the sapaelty of produgtion in sach producing couniry. The

gapauity of produstiien in ssch such countyry is influenced by the

pationsl produsiion policy. Hosrly 211 eounbtries invelved ip

anegotistions are reluctant to luvile sxternsl bodlies to sxeuline thelr

Bational pro é&%ﬁ&&% poticies. fwong other feclors. such policies zyre

desipned %o fncerporete the following reguiremenisi~

(1) national peolicies are designed %o counterset inflstionary
tendancies that are 1ikely %o be transsitited to the nationsl
%éwﬁ%&% by changes of prices in the world markei;

{ii) =nstional policies are designed slec to aveid short-run structursl
adjusinents sspeeislly those that ssy be gensraled by economic
syoies in other countries:

{iii) they are demigned to encourage the development of rural processing

industries vwhich would provide valusble smesans of saving and

E <

esrning additionsl foreigs exchange through cresticn of



#gdded valus® on prizsyy products previcusly szporied or on

products dsported previously as processed products;

%

¢ ususlly takes

sii producers who
guantity or quality of product is required on the world market;

s of getiing information

besides the producers Bey have no

the possibiility

ary often desigpned o profscst demssitic
sroduosticn fron competiltion fros forelipgs producers. An exmaspie
of this iz the reluctance of develeopsd counitries 3o allew

2

processed products fros developisng govatries %o compele with

&

domestie prodociion. e pointed out by Singer, the ftraditional

type of foreign invesiment iun the produeing countries

created §a$§w§%% of soonomies of ths developed countriss (16].

it

Thie reiaticnship stimulsfed capilal iuvestueat in the industirial
nations to process primsry products. Is order to protect these

& for revenus purposes., nationsl pelilicles in the

tariifs on processed

high “nzene counivies have
products fred prisery producing couniries. guctesn., internsl

eonsumption snd even quantitstive restricticas.

Lazes o

s therefgre, that the probles of

sry products is resurring. Efforis to
stebilise the prices are largely frustrated by nationanl policies which
are rerely discussed is the forsulstion of internationsl stabilisation

scheses.
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Becent developmenis in internstionnl economic instabililby with
special reference to the marketing of prissry products have been reviewed.
The ecopomis prospetis of prissry producis remsins a controversisl subjeci.
Controversy is perticularly rife im two fields, nameiy the long-run terss
of terade betwesen prissry products and ssnufsctures and the long-run terms

&

of trade between conntries that predominsnily export pr

anry products and
thome whose expbris sve domipeted by munuisctures.

Despite the sbove controversy, thers exisis some sgreessent thsat
sarket senditicns for indlvidusl prisery producis are sublest is eyelicsl
and sporadic fliunctuations. Seversl sommodily stabllisstion schemes have
been designed %o deal with the unsisble market conditions for iandividusl
primary commodities. 4 numbey of dnternsiicmsl asgencles have besn
associated with these stabilisation schemes szand principles under which
the schenes may be esitsblished have bsen formulsted.

There are several devices thal may be enmployed In an stisupt to
stabllise zavkets for prisary producis. These ipeliude Internstionsl
Regunlation Schemes, Internstional Buffer-zsicek Schemesn, Internationsl
Agresments for Bulk-ssles and Purchases, Internationsl Compensation
Schemes, Hational Marketing Boards and Hational Taxation Systens.

¥hile some stabilisstion schenes Bay have pore defects than others,
they all tend to influence ceriain comucsn factors, but by veryving degrecs.
They also have common fields of wesknesses. These include the difficulty
of maintaining contact with the loagerun trend of commodity prices; the

arge gusniities of vescurcss st high owporbuniiy cost:

dood

employment of
they impose rigidity in patterns of itrade and production znd finally they
have so for feiled to find o compromise solution fo the conflict beiween

nationsl snd lpterpsiional interssais.



in this chapter

o

thot have influsneed snd continwe to influepce goffee production in Eenys.

These foelors

v s p
avaellability o

%1 Historicsl and Politicsl Faclorass

)

The Hepublic of Kenya, formerly a British Crown (olony, achieved

1963. Exsectly a year

Y B e e
szl independent stalue on 12%8 Ds

later, the constiitution was changed to that of = Hepublic. Zenys is

membar

oés

60 sguare miles and lies astride

The Hepublic of Kenys sovers Z254

tely four degrees Horith and douth of the

the cgustor eztending
sgunior. The climete is ianflivenced by the close uroxisiiy to the
Lake VYictoris snd the presssee of the highlands whieh rise

i continuelly snow coversd.

&W

of 17,040 ft. Ht. Kenya, which :

& heave given rise io tie conditions.

ints seven

The iogation of the provinges and
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plants and long durstien betweern planting szad the first harvest. in the
face of decliuning coffes prices the government golicy should be to sid

=

repianting prograus the sulteble goffes sress and to sucourags Lhe

diversion of marginal sress to move econonie sgyiculiursl snlerprises.

fobe

The Production of soffse in Lenys sy be classifisd isnte thres

sized fargs and small

mejor gystess., nasely, produsilosn ia

ioedinres.

sye are ao othey forms of enterprise on the properiy; the

monoeultursl. This systesm of production

piantation systesn is esse

which sre situated %o

ig preveisnt in the chisf sofiee

gitusnted to the west of fthe frest BITL Vulilesr. Both the plantation and

are grgznised on ¢

fornm sart of the cash sconouy.

Coffee production in the amelil reialised farm sysien is

Production for the market has had

ergisl sgricultural

nguishes this systes of
mixed fars systems.  The evolution

dues lergely to ithe

by the previous colonisl

aptment of

b oyear (&2). For many years the




It was through this policy that ths present coffee production

san districts developed. Ho fersers weye silowved %o

grow coffes or other crops for sale unless they had aslready cultivatsd
enough land for staple focdstulfs. Produstion for the merket wsas
therefore sonsldered gsesoandar) produciion %ﬁ subsistence food

d~comgercialised farn systen in

pliss. Censeqguently the

characterised by samell properties with ceffee growing along side many
foodetuils, for lustunce malse, millefs. beans, potstoss snd bansnss.

say zise be kepi.

Livestoek

%%, fnesies pi Coffse Urown snd thelr Qﬁmﬁgr&é Problems.

On 5 species besis coffes producition in Kenye may be divided into

goriesn, noune ;g§ the preduciicon of avablics and robusta coffess.

teo gntes

Given snousl relnfell of 3% - 74 inches, fertile frisble and well

droined solle, and the sbeence of fresis, srables coffss grows in

%

The latisr conditions

]

o

aitituds of 6,000 feet sbove the ses level. Gonseguently the
productioca of arsblica coffee is dominant and the coffee industiry is

highly dependent on this species. In 1963/64 the total acreage

L
eg:zm

planted to coffee was 206,380 and arsbica coffee accounted for

per cent of the aggregate.
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The produchticn of arsbles colfze is bosed on many varielties which
gontinse Lo be evolved through selesilon, ifnporistion of sesd and

Z

progromaes are carried out by the Coffee Research

s

cuttings.  Such
Foundetion which is & research ovrganl %i*% financed By the coffee
industry. Through yeare of researeh the Celfes Hssearch Station. now

the (ofies Desssrsh Voundaticn, svolved srabies soffes wverietles suited
W

to wvsrious glimatlc zonss snd sharecterized by high yields and gh enp

%“,
include £.L.6s SeL.l4,
proporticn of soffes in

ginsted frow sesed of fourbon

Singe grep resesroh was 2t Lis embryonic stale gt the tisme. no rigorous

seleotion of planis with weet te yields ility was

undertnkesn.

The opifes resssyeh services have alee evelved culitursl practiicss
%o deal wlith problems of weed contrel, fertilizer zppliceation, coflfes
pruning, avaeilability of soil molisture, peste and disssse conirol.

The insecet pests thai stiach soffee plants and frulis in Xenys sre

guerous. ul suegessiul control messyres have besn developed Lo contsin

z2ll pesis of seonenic lmuoritance. iowever, the remsvisble sdvance in
pest control has not been satehed by siuilar advanse in disease conirol.

The fwe main disesses of coffss pre the Colfee Lent Nust snd the Coffes

Berry Diseass. These sre caused

-

vasltastriz sad Uolietotrichus colfenvin,. The Oofifee Lesd Pust is no

Vlsease remaline s seriocus

methods of goanivel and relsted Tielde iz 4n progress. it hes slivendy
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reduce the incidence of this disease (44). 4 most recent fungel disease
te cause furither concern in the industyry iz the Coffes Hark Disease.

This is czused by Ffusarium stilboides (45). This disease was reported
in Tailts District in 1963 and has asdded Further burden to research on

gcoffee pathology.

5.4 Backzround to Coffee Legislation.

Tie development of legislebion in the eoffse industyry has besn
infivenced by the genersl sgriculiurasl legislzition and the policies of
the. Depariment of Agriculiurs. Prior to 1963, agriculiure was covered
by legislation enacied under the 1926 Crop Production snd Livestock
Ordinance. The ardinsnce empowsrsd the Govermor to leglelets ééff@f%aiég
for Africsn and non-africen sgriculiure. Under powersz of the Urdinance
too, Proclemstions, Hules snd Hegulstions were passesd and these covered
all forms of produciion processes ln sgriculiiure. These forss of

legisliation reflecied the poliey of the Depavbument whigh pricr ieo

peliiticsl independence in 19563 ressimed thet of developing the African and

an agriculture separstely. This bi-sectorial development
necessitated the delineation of agriculiural land into Scheduled snd Hone

LrRas. Fhe latier included 21l sfrican Apriculiure, while

S¢heduied iress encompassed non-ifrican agriculiture. The non-african

agriguliural lasd has been and still is, largely occupled by Buropean

in the Seheduled Aress the Deparisent of Agriculiture adopted &
advisory role and intervensd legally in the production of any type of
gtotk or crop only when gross contravention of the Urdinance took place.
In this way, Tarmers were left free to mske thelr own mansgesment degisions.
#ith government co-pperation the Huropean farsers gulckly organised

statutory bosrde, Leand Benks and Uo-opsrstive scolsbties. These bodies



ginee %Lheiyr Incepiicon have provided services that are pegsssary to =
groving sommereisl agriculiursl compmunity. The most imporitsnt of these
services included organised sources of %éﬁiﬁaéﬁﬁrﬁz credit, marketing,
arrangenents for purchases of ferve regulsites and sale of asgricultural
produge. It was in this snviroansment thai the soffes planters in the
Beheduled jfrese in co-urdinstion with the foverunsent. esitablished the
Henya Soifee Poard in 1933, to co-opdinste production snd merketing
policies.

In ihe pon~fcheduled éré&%g the Depasrioent of Agrisuliures adopted

z pstersslistle poliey towards Africes spvieuliure. This poligy was

gvolved through the beilef that the povermuent was responsible for the
welfare of the ifrican {(43). It was therefore thought desirsble that
ferming vsoliey should to s lavge exbent., be dictated in the 1ighit of the
experience and knowledge of officers of the govermment (42). The
goversmentl was pariicularly anxicus to susure adeguate food supplies,

mine reliel messures fros tins

to {ime. Therefore it authorised the Department of Agriculture o

nes thet encoursged district, regionsl snd

adopt produetion progr
territorial self-sufficlency in food supplies (43). In launching the
programmes, the Depmriment of Agriculiurs took onito inself the task of
making sensgenent decisions for sll Africen groducers. it was
therelore vesponsible for seking decisions on when snd how and what
livestosk snd crops were to be introduesd into werisus districis. in
this way, 1t was espovwered %o conlrol the rate of expansion of sach

agrizultursl enterprise. In effect, the government through the Depart-
men of Agriculiture, conirolled the rate of commercislisation of african
agriguitura.

The ressons sdvanged for the desirsbiliiy of the blesectoral

sgriguitural developmeni gan be reduced to the supposed nesd foy ssli-
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sufficiensy in foed supplies. diversity of hpowledge of production
methods, lacek of capital, problems of land tenure and especially
proeblems of sprieultural eredii. However, other views on the desipe

& poliliey have been mat forward.”

#ith the advent of majority ya%%% the burssucraitic mechinery which
gonivoiled the development of @%%z§£§%%a§ in African Areas began t
GhangEs. To a lzrge szient this was dus fo the change iz poliiicel
giimple snd iunsPessed reie of saploysent of African Gfficers st policys
making and sdeinistrative levsls. 4 definite chumge of policy in the
Departuent of Agriculture was effected by the termination of the

bimectorisl spproach %o agriculiural devel

Submegusntly the

seial zosing of agricul tural land came to an end and development iz now

*%

&

n & basls of g smetieonsl sgricultureld development progranme. it i=

€

worth noting that ¢ theae chenges bepelfifed sgriculiursl produstion

[

¢on farmers, they c¢rested politicsl and economic uncertainty

ook

amongs

amonget favpere of other netlonslities.

3.5 Legislation on Coffee Proeduction.

2,

Bezpilts the differences in develeopment poliecy belween the Africas
islation in the

The differences

goere tuess of detell to secure fighler gonirel
industry in the Africsn agricultursl sector.
legisleticn was different snd in the foermer Scheduled

ilefe to the Coffee HBoard in the Afrpicen mreas

by the Deparitment of Agriculture, and farmers @

fipdings in o Unilted

Footnote: 4 United Halions tes ek
Hations %&ggﬁtiaﬁg “Enlanpessent of : Jgghﬁ§§* Bconomy in Tropical
Afrieces, %§§§ stated that soas g@%%@ﬁ%éﬁﬁw of East and Central Afgicn
envissged that the development of ifrican wgfgggé%az@ may have glven rise




SEED IN NURSERY BEDS

Germination 6-8 weeks
after planting. '

SEEDLINGS IN
TRANSPLANT BEDS

Transplant at appear-
ance of 1st pair of

true leaves.,

TRANSPLANT TO

Aftey 15-25 months

in transplant heds,.

PERMANENT FIELD SITE

CULTURAL PRACTICES

FIELD

INSECT DAMAGE
CONTROL

PRUNING

MULCHING

COPPER SPRAY
AGAINST FUNG!

FERTILISER
APPLICATION

SHADING

WEEDING

IRRIGATION

Takes 2%-3 vears after
transplanting to permanent

site,

Takes 7-8 yvears from germi

ation to full bearing age.

]
]
®
]
It
e

FIRST HARVEST

"1 FULL BEARING

Takes 3%-5% years
from germination to
tet crap.

Principal operations in Coffee Production.
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Board.  However, the Board was keen that produce from the African

sgriculivral ssctor should be of as hizgh guality as that frow the

Scheduled Aress. The Board iz conjuncticn with the Depariment of
Lgriculture ensured this & gysten of Eggg@iﬁazv% snd Licenzing that

govered the chied procssses ln produciion.

The rogent peliticsl changes in the couniry sisoe elffecbad changes
in the coaposition of members of the poffes production and marketiag
mgenciesn, 50 that African Tasrmers asye nos represenied on the foiies
Board by thelr elecied smenbers. Despite the chaunge in the somposition
of the Bosrd. ithe systen of legisisilicesn sand licensing that sovered

important productien processes in fhe Afviesn aress prior to the change

o
iy

still ezisis. Its fmporiance has been regsgnised and instead
lessening the degres of contyroel o the level previcusly experienced in

slation and lliceaniap hes been

the Seneduled Avens. the systes

his has been done in the interesis of

srbended to the latiter sress.

progssses in produsiion

in the Africsn areas was

sgriculture. It was

=

to the ?ai&wgggg,@?@%i%%rﬁm,
Z
E

St

« African ieulture could have come inlo competition with production
of nog-ifricen g?@&%ﬁﬁg% in logal marikeis;
africen -jeuliure could have competed in %the E%ﬁ%?é for laboy
in grest desmand by sll zon-ilvicss snterzrises:

velopment of African sgriculture demande arge capital

%%%évga %éé if undertaken this would have been diverted from other

sectors of territorisl economy:
id develepment of Aivican agrd éa@§ g&a&é é

spportunities of the rursl peopls and

the fiow of shigrant labour fro

resulted in labour shorizge outal

]

z

ar
é%

ve Luproved ecoan
gell é@gg reduced
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TABLE 3.5.1. OH_COFFEE P
Pute First
Bistriet. Flanting Goffee
Allowed. Variety-
Kdiambu /9751 ; C. arabica
Ferthall 16/1/51 c. arabica
Hyeri 1/12/49 ¢c. arsbicsa
Embu 3
} 1934 ¢. arabica

Eirinysgs )

, - ¢ arabica
Heru 1934 )

: e and robusts
Hachakos 10/8/53% . avabica
Paits 1/12/49 ¢. arablies
Kigii ), 1934 ¢. arabies

)

South Hyanza) 1934

Central Hyanza 1/10/357 ¢. robusta
Horih Hyanza 1/ 10/ 57 ¢. robusts
Hericho 26/7/56 ¢. arabica
Handi 6/11/57 e. arablica
Elgon Hysnza 1/12/4% ¢. arablca
§§‘§:g& Z y o ’ s o, EF wn b ap e F . o s e P
e Hhe dotes denste when colfes producilon wae sllowed in various

Afriecan disiricts for the firset tius. However, only selected paris
wf each districet were persiited %o plani coffes and the verielies to
be plented were speciiisd.

SouEree:r o o o
£ource Proclauations, Bules snd Hegulations,
Soleny and Froteciorste of Zenys,
Vols. XIII - XXXIX, 1934 - 1960.
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specifically stated that no African fermer should grow covffse outside

guck 5 defined aven. The delinention of zopes suitable $o goffes

sultivation wae usunlly done afier the sosplietion of experimentsl flelis

Lrinis. Besides ecvlogical sultability, the Director of adgriculiure
wag expected to relate t(he soned ares Yo avaellabllilily of supsrvislion and
costs of such supervision (46}. He was slso expected to take inde

aecount egvuonic gonsiderstions that mipght hove affestsd the isnteresis

5
4

9f the Lfvienn coffse growers. Yable %.5.1. shows the detes when
varisus &lstrioets were gronted permissins $o piant coifse.

The post limiting fector in the expansion of the coffees sone was
the ghorisge of asltilled and senl-shkilled deparitweniazl steff vhoese duty

uas to supervize the production process. Thelir numbers were largely

depepndent o aveilability of funds, the raie of recruliizent and on
esompetition for Yrelined personsel belvween the Lirvicsn sad the hon~
Afvisen enberprises.

gaye free to chovse the

The farmere in the former fdcheduled

iooztion of thely coffee snieryvisss They had socess to Infersstion

and zdvice pelevant to such o decision.

ereiailsatio
reason limitiang factors
é;%&? 2k erediit agencies,
bmence of relisble produce
Hevertheleoszsse 1% 4

wutry 4o aress

ilicence. Prior to 1960 a licence was issued $o every intending planter
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by the district administrative suthoriiy asnd the licence expired at the
end of ssch year. The adelinistvative sulborliy in each district was
expecied to ifssue or re-issue the licence only after consuliation with
the Director of Agricuiture or his representative. Howaver, where
goffee wae & proved crep in the fcheduled ives distrisis, the licence
wae issued witheut delay. This wes not so in the Afriecsn sress where
each inteading planter in a defined coffee zone was reguired to obtain
z permit from the Director of Agriculiure pricr to the issue of s

=

licence. Before issuing the permit the Director had to be &§§$a é

that his deparimental steff had sccess to the planter®s ¢offee holding

for contrel apd supsrvisory service. This songisted of the following:e

&m

s s s Bt e DD S o B L wn o E e B EP . S
sns within the defined coifes zone snd

#

@z uring thet She apuroved weriely of goiies for the ap was

anted out por sesson

{e) ensuring that no more seedlings were
than the nuznber persitted:

{f) ensuring thet subsequent advice en cultural practices and

pleking would be available.

Ltion to these strategles in eoffee planting, the Director

sulture required to be satisfied that sufficient evidence was

ouing fron the intending planier showing thai he could aflord te

suliivation praciices. He velied on his field

officers for advice on such matters. In practice, therefore, the

cer
cfficers had the discretion to sslect

5

entive digtricis.




On 5th July, 1960, 2 new (offec (rdinsnce came inte operation and
brought an end to the above restriciive legislation (47). Since then
the control of production in African aress is largely done through
producer sos-ospesratives. Thervefore, s planter's licence iz issued to
go~gperaiive scoleties on behalfl of thelr nembers. It is beconming
incressingly clesr that it is in the isterests of the society that each

snded suldursl and nsnsgenent

membey grower should follow the recomy
pracitices in production. Consequently the controel of eoifse guelity
iz progressively psssing from the Deparisent of Agrliouliuvre %o the

cieties snd $he ?iﬁ%@@?ﬁ thesmselves.

The Director of isgriculture, however, still conbtrols the Iocoation

n absse where production

|

sk of goffse puiping stetiocns

fsed fares. The depsriment’s

peidicy de bo sstebiisk goifes pulping stebions under go-opersiive
sogletion. Sueh societies are credit-woriby and the departisment
considers then mors amensble fo centrol thay uwnorgenlsed, small,
soattered and numerous producers, in ite efforts %o ensure high quality
goffee produstisn.

The lvcabtion of & co-operasiively cwned coffee pulping station is
dependent on seversl feotors, the msjor ones belng the presence of

gnough coffes acreage in the ares, ity of 2 persunent

water supply snd rosads and ether trsansport faeilities. The prosence

sonsideres o be Lthe principal fagior.

of sdeguate cuffes aoresge

=

5 related to the capacily of the puloing sechines Lhet are

arsilable. Soffes pulpers range fros seall hand opersted to large
power driven machines. ¥he Deparitmest of Agriculture has for = long

rended the installsiien of pulpers with cspaciities of

S5

tine recos

ozivately 5 $o 200 tons of clzan cofifes per season. sssuming an

average yield of 4 cwt. clean to the sere, the miniwum ares would be



@

25 Borese

Loan areas has been coversd by legisistion sver

singe the beglsning of the lndustry. HBo Adviesn plsumter in lesgelly

se of any seed frem his property without the spermissicsn

wi the Depertusat of Agriculturs. The only persissible disposal is

5

his produee to the Coffee Harkeling Board.

cieties obiain seed from an
%o

:h Foundation.

Yhey asve forbidden from importing any seed.  Hone of the above

restrictions, wiih the szception of the probibition of seed fmportation

applied to planters in the Scheduled aress until 1962.
3.5.4 Coffee Hurseries and Dlesposal of Seedlings.

From 1962 no coffee planter, co-operative society or firsm is

allowed to sell coffec seedlings to any perton unless the vendor is

@

iigensed fo opmereisl nurssry. Individual planters,

companies and Co-vpersiive societies sre forbidden from purchasing

asaereial nurseriss wilthoul written suthovity Irom the

seedlings fron cow

Loffee Bonrd. The Hoard sapctlions the relesse of seedlings from thse

smends the

st sad reco

The Deparitment of Agrieculture usually iusg
It reguires certain minisus standards of nursery

in ¢onsulistion with the Ooffee foard it can refpse

managssent veouives high capitsl sspenditure., sspecially on labour,
water supply. pesis end dissase gonirois These stendards have often

thnt & go-operative ﬁgzgé} an sell to

Jimited the s

& ;

1. Pormerly the Coffee Hesenreh Staticn, until Oetober, 1963.
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its mesbers. “his factor, coupled wiih pocsy mensgement and
umpredisteble weather hazsrds, sometlises crssies sesdling shorisges in
African arens. Sueh shorisges sre met by purchases frosm ifvican
nurserynen bul even these are too few to zmeet the ftotal desand and
vssuslly further purchases sre made froum the former Scheduled Avrsas

=k

where ench plog

luwogt invariably operstes his ocwn nursery. Sueh
transaetions, however, reguire the approval of the Depariment of
Adgriculture, which firgt of sll sscertesins the variety of the seedlings,

thelr beslith zud the sbsonee of pests and dlsesses.

3.6 Structure of FProduction Cosis.

The nature of production costs veries between the large scale and
the gsmell semi-commercisiised farmg. In the large smesle farss,

gapitel inouts bhave fo & considersble extent been subsitituted for labour

inputs. This develo has occurred especially in initial land

preparation, cultivetion, fertiliser applicatien. sprayive sgainst
fangal disesses snd ilnseet damage. Iin many farss where rainfall may at
times prove issdegusite for growth and ecsrrying a erop through o ripen-
ing stege, overhead irripgstion iz becoming yet another sconomic capital
invesinent. Pioking of ripe cherry, mulebing snd prusing. still reseln
predominantly leobour intensive operaticns.

.« productioen is labouw

mi-commereiniised favss

by
&
[
&»\ng»&
&
s
i
E |
&
@
i

intenpive. Initial land prepavstion, culdivalions, mulehing, pruning,

picking of cherry, transport of cherry to pulpisng stobions, fertiliser

and menure application sre all performed by hand lsbour. Spraging
against fungal disesses and insect dawage is done using all types of

and opersted sprayer, the dozminant type belug the kaapsack sprayer.

g

To the spell ssslegommercisliised coffee grover. spraying is

another production process, besides fertiliser application, which
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reguires high capitel investment. I8 most coffee districis, syraying

is done by the grower using his own spraying equipment. EHguipment is

lergely purchased through the so-opsrative secietiss. In some distrists,

however, anotably Kisii/South Hyanza, Kaeksaegs and Bungoma, spraying is

perforsed by tesns whidch are hired and orgssised by co-gperative

gocietices. Yenn spraying prograsues have had lisited success and this

has resulted in the bulld vy of fungsl disesses and high imsest infeste

Ssuth Hyanza disiricis. The mzjor resson behind the fellure of co-
operatively opersted sprey teaus is poor management. This may bs

sasic edusation and training in leadership

o
by
g

of

ot

gxplained by the low leve
thet s comuon snong the exeoutive stal? of do-gpersiive socleties.
Therefore, until co-gpevatives can afford te empley staff with high

menagement skills, it would appear that the Department of Agriculture

syers instesd of eo-operative-

should encoursge owaer-gperated kuspsack s

iy man

The vosts of coffee production vary wiith the ylelds per aere.

Fields, it is

A1lthough there iz 1ittle relisble informetion on ave
Enown thei these vary widely beltuween fearss snd disiricis. d.5.F, Hows

{1963} repuried that between seasons 1954/55 and 1959/60, 34 per cent of

od

eat. of clean

total acresge in lsrge

guffee per aore, while 17 per cent of tolal asreage realised below

% gwt. ol glesn eeifee per aore. The rewsining proporiicn of toisl

F)

Bowe pise stated that costs of production were estimaied at £200 per ton
of clean soffes for yields of 10 owi. cleasn coffes per acre, £220 per

ton for & cwt. per sere and £280 per tom for 5-6 cwt. per scre.

3

Yhere 1s so rellable Lnformetion on soeffes yields snd their

diversity in the small seni-commercislised coffse fs Alsn herdly

e
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any relisble work has been done on cosbs of production in this secior

of the goflfse indusiry. The deterninstion of asversge cosis per grower

& S

would be complicated by the level of capital dnpuis that is debtermined

2 a5

and provided for by co-opersiive socleitlies on the behali of the grower.

?

Howsyer, it is gesmerally agreed that productlien coste and response o

0 -

cofifes prices in ithis secltor sre low. & reglonanl study of coifes

&

farms in Hyeri District, by Eric €layten, znd in particular the study

f

of input and oubtput on twe Lypicel farsms showed through snorzaiive
supply functiocas, that coffes yproduction would cesse to be proefitable,
relative o siher géig netive enterprises, when the grower regelived
less than £200 per ton for his product (49).  Bubl where coffee was the
only cash sroep, the supply of coffes would be dnslastic over s wide

§§§g§ PERES. Under such conditions, Clayieon found that if the grower

regeived 150 per fon, 1%t would be seonenie o reduse his seresge, bul

00 per ton coffes production would be uneconcnic.

1t would sppear from the above snelysis thait costs of production

in large scale snd spell seusli-gommersisiiged forse ave in the ordey of

?ﬁf aduninietrative and developmeni parposes, sgriculiurel land
was classified inte Scheduled and non-Scheduled Areas pricr to 1963.
$he latier ares was exelusively inhabited by the Africans vwhile the
Scheduled Arves wes cooupled by son-Africans. The nen african
seoupants were predosinently of Buropean descent.

gﬁﬁégéigg to 1961 estimates by the Depariment of sgriculiure, the
Seheduled and the son-fcoheduled Avess comprised of 7.5 and 120 miilion
acres respeciively (50). Of the 120 million acres in the non-Scheduled

Arem, only 11.65 million acres receive sufficient rainfall to support

eroyp produciion. There were 5,600 and 950,000 farms in the Scheduled



and noun-Scheduled Aveas respectively. in the Jlatier aves, farams are

susiler iz size than

reveasled that in Lhe Zcheduled Ares more than 50 per cent of the farus

were s than 1.0

a¥er

sgricultural production in She Jorser Scheduled Aveas. Land tenurse
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swaershiy and beiwessn these ezivenmes there are numersus

iested forss of up vgnership. Hoe form of group ownership has

£
k
$

u statutory law.

%

& wajoriity of

is & recant

widespread practice. Tois fors of tenure wes recognised sarly a8s a
of sgriculture. In 1934 the Hemya

usl sunsership

&.\\w

reforse towesrds individ

w0 was prepared in 1954
ecpment planz to asccelerate the zrate of
the Africasn farsers. This Plan

governing land tenure. Counsegquently

tive Lands



F
el A

Trust Urdinsnce snd conferred security of fenure %o individusl land

owners. These rules were followed by the 1959 Land Registration

Lo

{8pecial Aress) Ordinsnce which ensured the indefessibility of lan

iand refors snd registered land
itles gondinue to be issued ze fast sz the procsss of land consolide

ation, demarcation and surveyiang is completed. 4% the end of Juns,

sgriculture reporited th 1 U100 sores

gs had been registered for title (50).

the Hinlistry of Beonowmic Flanning and

Beveliopsent envisages thet the annusl rate of couselidation will be

wilil have besn

0G4 000 acrs

W
b

150,000 acres and in this period a total of ¢
consolidated znd registered at & cost of £2.03 sillion (54).
Land refors ls finsnced by the goveranment in the hope that this will

result in incresgsed fa

productivity {(54). The total agricultural

seition from subsistence to

produsticn on properiies which are in fvs

mmyket leulture may be divided inte production for subsiszsitence and

production for sale (53). Froduction for ssle mey further be divided
inte produstion for export and production fovy the domestic market. in
Renyz the production for exporit merket relies heavily on a narrow range
af erops, the most deporiant of which are coffese, tes, sissl, pyrethrus

and cotton. Favoursble market conditions fov these producis are vital

to the sucgess of the land refors.

Lpcess Lo agpr $o smell co-uperative
societiesn and owners of small sesle farme, will continue to infliuvence ithe
development and expsnsion of the coffee industry. Agrigultursl oredit

from the sgricultursl Finsnce Corpoersition, the Lend and




]

H
o
1

§

Agricultural Bank, some co-operative societies, traders snd fros the
developnent corporstions of the commercisl banks. The latisr are, the
§&r%§&3g Uvergess Pevelopment Corporasticn Lid.. the Haltionsl and
Grindlays Finence and Development Corporstion snd the Standsrd Hank
Finance snd Development Corporstion Ltd. {(50). These corporations and
traders issus loans to farmers with negotisble segurity while the Land
and Agricultural Bank secures losns by a first moritgage of the land (54).
Most spall so-upersiive soclieties and cwners of ssell scale faras cannot
qualify for losns lssued on strictly commercisl bassis because they

Agriculitural

capnot offer snough sscurity. The principsl fusction of the
Finsnce Uorporaticosn ie o meet such demand for credit which is not

sufficiently provided for by commercizl banks snd other oredit institutions.

Its losus are lssued on special terss apd special security arrsngements.
Thedr issue is comblned with sgriculiursl development programumes and
eztension servicen.

The present asgricultursl oredii avrrangemenis sre only recsnt and prioy
to 19563 the small co-operative socisties and owners of spall sosle forss
did not have many sources of agricuitural credii. Phe principsl source
of lozns was the ifyicon Land Development Posrd which was established in
1450 (43). He security of loans was reguired by the Board and loans were
issued vnder & glosely supervised scheme. The losness were npominated on
the basis of integriiy and past personal contset beiween esch borrower and
the govermment offlcers. For this resscn the noninees for the loans were
gostly influentizl persons in the community.

Phis souree of agriocnliural credit wes hardly adecguste although it
enhanced the initroduection of some high milk yvielding breeds of livestock
and plantisg of export erops, for instance coliee, tezn, pyretirus and
gigal.

The other govermuseniesponsored credit institutions prior to 1963,
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were the Bosrd of Agrliculiure, the Land Settlement Board and the Land
and Agricultural Bank. These, besides (ommercial banks, trading
companies, sous co-gperative g@eéati@é for lustence, the Kenya Farmers
dssocintion, provided asgriculiursl credii te farsers in the former
gc&%éﬁiaé Ares. The activities of these institutions were closely
combined with those of statulory boards snd with the extension services
of the Department of Agriculiture. In this way these credit institutions
were gonducive to rapid development snd susiainsnce of the goffss
industey in the Hcheduled irss.

The governneniesponsored sgriculiursl eredii institulions, commercisl
banks and traders were unable to provide the wvolume and guantity of credit
ghieh farpmers and do~gperatives in the Africssn aress neesdad. Thess
igstitutions were cpersted on strictly commereisl lines and therefore
reguired the sxistence of 2 negotisble securily fer loasns and soume
evidence that the borrower would be sble o repasy the loan. Since
individusi gré§@r%§ swnesrshiy swong the %ﬁ?iggg farmers is not widespread,
farpers hed neliber lond por other velusble gssets whiech they could
mortgage. Therefore lending would huave fuvelved s considerabie degres
of risk. The small sige of Tarmg, the lerge proportion of subsistencs
preduction in tetal faram production and the low level of mansgement skills
anoaget sost farpeve furibesr sgpreveied the rieh slement. 4 Jepding
prograume for the favmers would have imvolved high overhsad costs on
account of esteblishing lending facilities and ssdntsining sccounts of
meny but small borrewers. Therefore the issue of loans to African
farmers would not only have involved great risks but zlso high overhesd
costs. For these reasons the issue of loans ip 4fricen aress was
unatiractive $o coummercially ocpersted credit lustiitutions.

In this old setting there was really no lack of sgricultursl credit.

But by duasisting on tangible sssetls zs security for losns, asgricultural
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eredlit was retioned, not ﬁ@ﬁ@?éﬁﬁg to nsed snd ignored the prospesitive
net ineresss in §§%é§§§i§ﬁa %érkagg the existence side by side of the
twe agricultural sectors which characterised ﬁ%fiﬁ%ié%?&i developnent
prier ic %%%3 made the government overlook the nesd for an aﬁ@r&iﬁ
saticnsl ;siﬁ@g’ﬁﬁé gr&gﬁa@ﬁ% for ecconpulc development snd sogisl
weliare. Iz otheyr couniries, when such s policy has been adopied

there has besn » genersl sosepbance of the lgportent role of farm credit.
Pnder such gircusetsnces povernmeni-sponsursd sgrionliursl credit
instituticns have Lesn zaaﬁcﬁaé‘azﬁ eperated on special Serams and
security arrengesments. (56). An institution of this nsture has been

zent of agricultursl development and priserily as &

regarded ze an insir

vublic ssrvice rather then z profitemaling entergrise.

Se%e  SUMMARY

Facters that have influenced snd continue to influence coffes
production in Kenya include historical and political factors; systeus
of production snd their characteristics; species of coffee grown and
their cultural problems; legislation of coffee production; structure
of production costs; problems of land tenure and availability of
sgricuitursl eredit. The manner in which these factors influence coffee
production has been discussed aand snalysed. Phe establishment of
institutions asscciated with these factors kas alsc been appraised and
this indicates the high degree of contrel that the government has on
thedr funclions. Therefore investment of rescurses in the coffee

industry is amenable to government control should this be necessary.
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CHAPTER &,

I PRODUCTION

This chapter exeninss tempopsl changes sad distribation of
production in the Henvan coffee indusiry. The development of
production as & whole is also relsted to the expansion of the indusiry
in boeth the lsrge-~sesle and ths ssell seul-comsercisiised feras. The

varinbles used in the sunalysis include total acreages, besring acrespges,

total produetion and sverage yield.

wmercisllised

The growsh of the ecffee lndusizy iz the smell sesi-so
forme which are owned almost entirely by Africans, has been greatly
influenced by the Swyanerton Flan {50}). The Plan was prepared in 1954

ned to accelerste the rate of sgriculturasl production

and was des
amonget the Africsn farmers. It ideantified seversl factors as the
ghief prereguisites in increasing sgricultursl preduction in the small

wppraisiised feres. Yhess fsotors included conselidsiicn of

semiegon
fragumented snd sealtered laond-holidings, %ﬁ&iégiﬁ% consolidated holdings.
sstablishing dndividusl title to land, provision of capiisl and
supervisery services, encouraging production of export crops and
improved livestook. Gu the assungtion that ssch fawily would have
vianted 2 particular acreage by the sund of & 15 year peried, phased 15
Fesr tergeils were set for the mejor export srosps. amonpst the major
gxport crops, colfee is the nost fmportant. FThe plen envisaged Lo
eventunlly raise the standsrd of living of Africsn farmers to the level
of » full subsistence, plus an income ef sbout £100 per sonum in cash.
4 vomparable plen to the Swymnerion Plan for the large-sesle farme

et which wes prepsresd 2% the same tims. The Heport

8
&
2
g
&
@
i
e
£
©
Q’Qﬁ

%
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TAPLE Ad.1:q. TREND, GROVIE AND VABTATION OF TOTAL ACREAGES
 Year Acreage Armusnl Anmual ! Relative
Absolute Percentage | Chenge
Change Change | 1960=100
Aores Percentages
1946 764720 ; TheB4
=11,890 =15,.50
a7 64,830 63.24
’ ——— ﬁg«} hand %e@é
48 644790 63,20
49 60,750 59026
' + 340 + 0,56
50 61,090 5959
& ??ﬁ + 1016
51 61,800 60429
: + 14740 + 2,82
52 63,540 61.98
+ 14030 + 162
53 644,570 62,99
+ 330 + 0,51
54 64,900 63,31
4+ 24290 + 3,53
55 67,190 6554
‘ + 44740 + T405
56 715930 7017
+ 44810 65469
57 764740 , 7486
+ 5,460 + T« M
58 82,200 80.19
+40,810 +13.15
59 93,010 9073
+ 9,500 +183,21%
60 102,510 Nty
+11,480 +14,20
61 113,99 111,20
+25, 380 42227
62 139, 370 135,96
‘é‘éi??g{; 4‘323%@
63 185,090 180.56
+20,890 +11.29
64 205,980 . 200.94
Algebraic Sum + 129,260 +110.17
Average +718%.11% + 6612




s8taff as twe principsl feclors ip lservesing agricultursl preoduction in
the large-seale farms (57). The two plans were therefore complementary

in thet both asimed st incressing agrisuliursl producition.

4.1 %Yotzl Acreagse.

The trend, growih and year to yesy vardstion of the toial ﬁﬁfgéé
acreages during the post war period until the end of 1964, are shown on

Fable f‘é&‘%aée

Yorld %ar 11 disrupted couffee yroduciion and resulted in the
decline of the foial acreapge from 104,630 in 1937 te 76,720 in 1946.
The iﬁ%@iﬁaié post sar yesyre weres chevssterised %g shoriage of capital,
and manpower and the continuastion of & grain production poliecy (58j.
Uonsequently soffee acreages vonitinued o desiine, reaching the lowest
level of 60,750 in 1949. From 1950 on there were sharp incresses in
aannal coffee plantings, cuantractlics of production from sarginal aress
and intensive rehabiliteiion of old ¢offse sstates. The teble shows
that the annual absolute change aversged approximately 7,180 acres for
the whole period but renged from ~11,890 between 1946 and 1947 to
%%%i?ﬁﬁ sores between 1962 and 1963. The corvesponding percentapes
were = 15.50 per cent and + 32.80 per cent, respectively. The table
shows that the average annusl change in acreages over the pericd 1546
to 1964 was + 6.12 per cent.

The trend and growth of total acreages beiween 1946 and 1964 were
further exsmined by plotting the nationsl acrssges on s sepl-
logarithule seale snd fitting an exponentisl trend line. The trend
of the naticnal coffeé ascreages is shown on Fig. 4.1.1. The grapn
shows that the mationsl sncoresges were belew the trend velues belsmeen
1950 aand 1960. Phis was Largely due to a3 slow rate of acrsags

expansion in the large sesle favas. However, over the period 1980 to
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DISTRIBUITON OF ACHEAGE CHANGES

Toar  iarge Semi- i Lavge Semt '
Sesle Commercinlised 3¢ Copmercialised
- farms | farms farms farn

fvmmnd fbeslvibs Choweo

~12,010 + 120 =152 + 37.50
| 4+ 2045

8
'
o
3

- . 130 + |
- 4,260 s 220 =6.63 o 8159
-~ 280 v 60 b ou + 82467
L+ 5*?? + 27.01.
+ 0473 + T4

+ 200 + 8 + 033 & 27.30

it
fd

- ‘ggiéﬁ X %,é?% b %ﬁ@ & 3?&%5

L 4 %%{} & %g%%} 4 %é%% % éﬁ%%

LAY

8

* 210 * é?gjé{} + %t?&i & Bl
&

+ 120 + 4,690 | + 02D + 38,

W
B

» 2,000 + 3,48 + 3«‘33 + 2067
8.06 28,76

S.5%
i
-
bl
&
%54
L
fﬁ?}*
o
Ao
L
#
&
k&

& 2%%?% % é%%%? % Eag‘% 4 2{?;&%
e 400 + 11,080 + 0.57 + 33.64

o D
o L
5 B
¥y
>
B v
i A
31
§ 2
© &
%% %

A
o
bl
0
!
e
il
Gk
K
@
sl
W7
L3
C‘E;% .
P
@
3

Elgebraic

Sin & 4,900 $40% %”?E%aﬁg

iy
7
O
L
=
&
B
Gl
@
Lo
wltr

o
|
&
A
e sy

Aversge +227,78 +5953.23 |# 48,63




ACRES

THOUSAND

Y

,Q'\/‘ - X

Y = 6469(1007)
o (2:046)

@B B B B
60 b2 lg—g————5 5 © © ©

(8]
¥

vy
o]
a
[¥5)
o
vl
Y
[
[
&
X
e
L
o

(]
w
!
-
o
B
5
. )

the trend value of annual acreages in thousand vears.

calendar vears with origin at the end of 19

e}
¥
w



1964 the astional acreages were above the trend. Phe trend of nationsl
acreages incremsed at a constant percemtage rate of & per cent per snaua.
During the periscd 1546 %o 1964 the totsl acreages increased from 76,720
acres in 1946 to 205,980 in 1964.

Tue distribution of aeresge changes belwesn the large-sosle and ithe
smail sesi-commerecislised farsms is shosn on Teble 4.1.2. The largew
gseale Forps wsre adversely affe%é%é by the effgcis of the Horid dar II
and sereages contipued to deecline in posi war years. ifter 1949 the
degline wes halbed but expancion of aurvages was slow, perheps, in pard,
due te poiiticsl ﬁgaﬁft&iﬁtgé The average sbaclute change beitween 1946
and 1964 was + 4,100 acres but with a renge of - 12,010 and + 10,530
recorded during the periocds 1946 te 1947 and 1963 to 1964, respectively.
The corrssponding percentage changes wers - 15.72 snd ¢+ 15.05,
regpectively. Table 4.1.2. shows that the average %éﬁﬁ%é change in
aoreages in large-scale farms over the peried 1946 to 1964 was + 0.46
poer gent. %&i@ compares with + %§sé§/§§? coent in the small ssai-
eommereislised farus. The aversge annual change in the sasll sesni-
gomzercialised farws was a;gzﬁgi%g%%zg + 64950 acres per year with =z
range of + 90 and ¢ 45,720 recorded during the pericds 1947 to 1948 and
1962 %o 1963, respectively.

The trend and growth of szoresges is the large-scsle and gnsll ssuie-
cosmercialised farms were further evaluanled %3 plotting the sorsages on
geni-logarithnic seales snd fﬁ%%&%@ gxponentiasl trend lines. The
g?&y&& snd the trend lines are illustrated om Figs. 4.1.2. and he4.3%.
puring the period 1949 to 1958 scresmges in the large-scale faruss were
below thalr %%ﬁ%éﬂ This was offsget by developmenis is the smsll soni-
gosmereialised forms vhers scresges Pesslped above the frend over the
period 1952 te 1958. During the pericd 1959 to 1964 acresges in the

large~spaie farus were above thelr frend walue whille the opposite was
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DISTRIBUTION OF BEARING ACRE

Totel
Loresge

Per Gunt

in Semi-
gommereianliced
Farms.

Appreprile ASPengSs.

g Acresges as % of

1949

51
52

P
dr N

\ i
%

.3

LY & £
e =3

%
ot

60,320

60,160 |

60,250
60,470
61,090

80,660

U.55
G735

0.88

larpe
Total Bosle

C Comusree

Bemie

faliszed

99.29 180

98.48 100

ha.67
32.84
30. 46
24,67
35.40
32.58
h0.43
32.12
31.90
32.23
46,33
56.81
b5.89
3?‘%5
28.61

35,08




Year

bl

Aovsage

1949

=5

P

WMo
L I

+14,480

+ 370
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4 A
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+ 37.50
+ 20445
+ 4151

+ 82.67

+ 27401
+ 7471
+ 2730
+ 371.98
+ 40.82
+ 60424
+ 3B.92
+ 20,67
+ 28.76
+ 2664

+ 33.64

Alsebraic

beowege

+53,670

+ 3,578

+3, 970
+564467

+434 700
+ 3.9

+ 441

+598.82
+ 39.92




generally true in the ssell sesie-cousercislised farms. The trend
values shoe that sereages incresssd by censtani psveentagen per snnum.
The growth rates were 1 per cent and 40 per cent in the large~scele and

o

gmall seni-copmsercisiised faras respeciively. The seresges in the

large-seale farms iﬁ@f%&géﬁAffﬁﬁ,?ﬁgéég in 1946 to 80,500 acres im 1964.
During ithe seme period asoreages in the ssell sesi-comsercislised Tarme
inereased from 320 acres to 125,450 acres.

The expsusiocn of tolel soresges wss therefore lsrgely sccoounied
for by changes in the amall semi~commerciailised faras. In 1964 the
latter aceounted for 60 per cent of the total acreage as opposed to
approzimately 0.40 per cent in 1946. This dramatic increase of
acresge wap largely due to the launching of the Swyanerion Plan,. whose
objective was to raise farm iscome awong the Africsn farmers.  The
slower rste of scresge expension in the lerpe-scale forus may be
gttributed tp reducged cepital investument ss 2 resull of mounting

politiesl uncertainty, especially during the peried 1950 to 1963.

4.2 HBearing Acreages.

| The anslysis of estinmated besring acreage is shown on Tables 4.2.3.
and 4.2.4. Table 4.2.3%. shows the toeiasl bearing acreage expressed as
z percentage of sgoregste soresge. asrgage in lavge-poale sud in the
small sesd-commercialised farms. It slss shows percentage distribui-
ion of the bearing adreasge bebtween ths twe production systens.

In 1949 the bearing acreage was 60,320 acres ns compared with

113 }?@ in 1964, The expansion of the toital bearing soresge vas
socounted for by increases of besying seresge in both the large-sesie
and the small sesi-commercialised farms bui increasses in the latter were
dopinani. In é%%% they secountsd for U.53% per cent of botal bearing

acreage as compared with 38.62 per cent inm 1964.  The large-scale farms
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therefore sccounted for 99.47 and 61.38 per cent in the same periods.
The iperesses in bearing acreage duving the pericd 1949 o 1964
were agcompanied by a fall in the proportien of bearing to non-beaving
atreage. Thus in 1949 99.290 07 tetal coifee soresge was besring but
the figure fell %o 55.34 per cent by the end of 1964. This trend was
avident is both the large-sesle and the small semi-commercialised farms.
Iz the large-seale farms, the incrsase in non-bearing screage ceused
the proportion of bearing to nos-bearing screage to decline from 700 in
1949 to 86.92 per cent in 1964. The corresponding figures for the
small sesieconsercislised farme were 42.67 asand 35.08 per cent. The
Besring atvesges sxprossed ss peresntage of sgpregsie sorsagss sre
illustrated in Fig, 4.2.%. The figure shows that the proporiion of
national besring aerenge deoreased over the pericd 1249 to 1964. ‘Phis
srticn of besring scresge in both the

was due %o decrsases in the prop

large-senle 2ad suwall semi-commercialised farms.

cimately 45 per cent ef total

The sbove sbrlysis shovs thai

eoffee acresge was not im bearing in 196%. The non-bearing acreage
was distributed unevenly between ihe two production systems. In 1949
21l the son-besring soresge was in $he smell sepl-gomsersisliised favues.
In 1964 this entegory of farms secounted for 88.55 per cent of total
non~besring scoreage leaving 11.45 per ceat in the large-scale farss.
Table 4%.2.4%4. shows the distribution of changes in the bearing
acresges between 1949 and 1964, Yhe analysis reveals that the average

annual change in acresge was + 3,578 seres over the period 1949 to 1964.

This snded to an average annusl change of 1Th.47 per cent.

However, the year ¥o year changes ranged from - 0.54 per cent teo
+ 1515 per cent recorded in 1949 aand 1962 respectively.  The average
annual chenge ian bearing acresge in large seale farms was 664.67 acres.

This compared with an average of 3,914 acres in the small semi-
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Produniion in

 Abzolute
Che nzo

1945/46
46/a1
av/48
48/49
49/50
50/51
51/52

+ 5,040

o
gy
0o

%%3&@?
+55.75
- =53.41

= 3.35
+615 37
~24,00
- 6,89
+ 8.72
+93.84
=23.29

. ‘%‘%3&%?

#1208
+ 013
+37.75
=15:3%
423,48

*%%%sgg

Averape

Algebraie Sum

%‘35%%%
+2030, %é

4296445

& %%aéﬂ?

* Thone figures are for deliveries of cleen coffee to the Coffes
Board for the 12 momths bezinning on 1ot. July of the yesr shewm.
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conmercialised farms. The corrssponding aversge anmusl percentage
changes for the two categories of furms sore + 1.0% per cent and
+ 39,92 pey ecent respecitively.

The distribution of changes in bearing acresge shows that
éﬁﬁ?&a&%@ fn the small 3&%§*ﬁ§§%§?§iﬁi§§%£ farms were largely
responsible for iﬁ@?@%ﬁ%% in the tolal bearinyg aeresges. The trend
and growth of bearing acreages over the pericd 1949 to 1964 are
illustrated on Figs. B.2.5. and LeZ.6. Fige 4.2.5. shows that the
trend of totzl national bearing sereage incressed approxismately at a
constant percestage rate of & per cent. Uver the sase period the
trend of bearing &Q?é&gég‘iﬁ the large-scsle ferms increased at the
rate of sprrosisstely 1 per tent per sumnn. This compares with o
growth rate of 40.8 per cent per asnnum in the small sesi~commercialised

farue.

4.3 Total Production.

The growih and varistion of the fotal coffee production for the
peried 1945/46 to 1963/64 is snalysed in Tuble 4.3.5. During this
period production was characterised by large crop increszses but
panctunted by smell positive snd even negaiive changes. ipsrt Ifrom

the infiuence of nanagement and coffee planting poliey of the

Department of Agriculiure, climatic and mavket conditons, this patiern
of ecrppping wes laygely isnfivenved by the blologieoal nsiure of the
coffee plant. The phyalologicsl funetions of the ooifse¢ plant are
subjest 4o endonpenscus rythoe vhiech result in what is widely known us
bienninl bearing (59}. Dver the peried wnder ezsmination, the zmmusl
sbsclute snd pergentage chengds show that lerge croep incvesszes

gecurred for spproximetely tws consseuilve ysars snd then thiz was

folivwed by definite decresses in eropping for st lessi one year.
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This svopping patitern was glac @%iéé%i in large scale and smal
seni-commereialised farms as shown on Table 4.3.6. It is significant
that srop decresses and increasses in the two seviors did noct often
soineide.  Counssquenily, the crop changes had a compensating effect
on the total production.

Despite the effect of biennial bearing, the avermge annual change
in toital production was + 2,030 tons or 4 16.47 per cent. Changes in
the total production were associated with large crop changes in both

ereisnlised Teves. The mverspge

the lerge scsle and the smsll seni-cons
cshange of production in large seosle faris, despite soms largs
decreases, was + 12.77 per cent over the pericd 1945/46 to 1963/64.
This compares with + 50.86 per cent f@f production in the small semi-~
commergialised farus.

The trend snd growth of total national production over the pericd
1545/58 $o 1963/64 is illustrated on Fig. 4.3.7. During this pericd
total production inereased by 36,550 toms, thereby raising production
from 6,950 tons in 1945/46 to 43,500 toms in 1964/64. The trend of
prodestion over $the pericd indrsssed at the rate of 9.02 pesr cent pey

BUnube

o, fverape Yisld.

Phe growbth sad variation of the azverage yields for the indusiry,
large sesle and pusll seni-coppercisiised farss srve shown in
Pable Gofeo7« and iliustrated on Fig. 4.4.8.

The average yield for the industry rose from 2.18 cwt. in
1948/49 to 7.85 owit. per acre in 1960/61 but declined to 7.63 cwt. Ly
1963/64%, see Appendix F.4. The absoclute snd percentage year to year

ing s deseribed for teial

variantion show the same patiersn of cropy

prodagtion. Lerge ineresses in the averspge yield were foliowed by
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PERCENTAGES

1. Large scale Tarms.

2. Industry.

3. Bmall gemi-commercialised farme.

Fig. 4.4,8., Annual changes In Average vield.
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Jote: x is in vears with origin at the end of 1958/57.

ig, 4.4.,10. Average Annual Coffee Yield in Large-scale Farms.




mall ingrenses and sozetivss the vaius fell sven below the welus for

the previocus year. The swings of ineresses or dscresses in average
yield were reslised in the same years as upturns and downturns iz Yotal
produstion. Despite negetive changes recorded during 1949/50,
1952/53, 1953%/5k, 1956/57, 1959/60 and 1961/62, the average vardiation
in the average yield was + 12.9% per cent.

The average yield in %%é small = %iﬁgﬁéﬁérﬁéﬁﬁégéﬁ fgygg increased
from 1.88 owi. per acre in 1949/49 to 7.hk ewt. per acre in 1960/61 but
later declined to 6.17 by 1963/64. The average of the algebraic sum
of sbsolute average yield changes between 1948/40 and 1963/64 was
+ 828 g%iég %&&@iﬁgyﬁéﬁ extent of compensating cheanges during the
pericd. This was %%ﬁi?éi%ﬁ% to an syersge spnusl chenge of + 4.57

This compares with + 14.30 per cent in the large scale

per cenb.
fargs.
PFhe growth of the average yield during é%% post way pericd can be
attributed te the use of high gi@iéﬁﬁg varieties, increased use of
fortilisers, irvigetion, increase in extension services snd betisy
control of coffee pests and diseasses. The trends in %?@yﬁga yields
for %gé industry and for large-scale and seall semi-commercialised
farms are illustrated on Figs. #.4.9, 5.4.10 and 4.%4.11. The average
naticnal yield for the pericd 1948/49 e 196%/64 was 5.45 cwt. This
compared with 5.52 cwt. and 5.19 ewi. in the large-scsle and small senmie
copmereinlised farms respectively. The trend in average saticnal
vield iﬁ%?%&é@é at the rate of 6.06 gey4gé§§ per annum. The
gorresponding vutes of growth in the large-soale and suslil é%ﬁi@
commercialised farms were 6.32 per cent znd 6.80 per pent respectively.
Therefore, sithough the average yisid mas higher in the large-soale
forms thas in the smsll seni-conmercisiised farme, the growth rate in

aversge yieid wae higher in the susll seni-comwercislised furmes than in
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the lerge-scale farms.

4.5 Instability of Production.

The instability of coffee production for the pericd 1945/ 46 %o
19635/64 has been calculaited and resulis are shown on Table 4.5.8.

The table shows that during this periocd the inetability index for
total production was 39.1. This value compares with 40.6 and 47.1

%

etiegomnercialised farms

for producticn in large-sosle and small &
respectively. Thus over this periocd the gggf to yesr fluctustioans in
produgtion, adjusted for %r%gé9 were higher in the smsll senle
cosuercinlised farms and accounted for grester instability of tetsl
production than those experienced im the large-seale farms.

During the first and second halves of the periocd under sigégg the
instability of production varied widely. (Uver the periods 1945/46 to
1954/55 and 1954/55 to 1963/64, the instability indices for total

3¢ values show that

production were 46.9 and 29.7 respectively.

yesr to year Fluetuation from the trend were higher during late 1940s

and early 1950s than in the last decade. This is more evident from
instebility indices of produciion from the two sectors of production.
Buring the periods 1945/46 to 1954/55 the imstability indices were
§7.2 and 65.1 for production in large-sgale and the saall seai-
commereinliised farme respeciively. These wvalnes compare with 33.0 and
23.9 for the pericd 1954/55 to 1963%/6%. Therefore, while producition
in the small senl-comsercisiised forss sxperiensed grenier lnstabiildy
than in the large sesle farms until 1954%/95, 4t has since then becone
more stablas

There were seversl factors Bhet influesnced the lnetebility of
production during the period 1945/46 o 1954/55. The primcipal

fuctors incliuded struchursl sdjzstasnt dip predustion whereby margissl



Varisble Pordod Irdustey Large
, . R _ Seale
Production | 1945/46 - 1963/64 39.1 40.6 471

1945/46 ~ 1954/55 46.9 472 6541
1954/5% - 1963/64 29.7 33.0 23.9

%i%z@% 1848/49 - 1963/64 3.2 33.4 S5
Yield
1948/49 -« $954/55 31.8 32.8 433

1954/55 - 1963/64 0.7 4.0 26.4
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goffee foavme 25ilted %o sore profilteble pliernsilive suterprises and
probless sssocisted with shoritage of Luvestmont eapilsl despite the

nesd to repovate farss which had been neglected or badly managed during
the war. Houtine pest and disezse control moasures wers also negessary.
Besides these menspesentsl fsotors, ifnstabilility of ﬁf@éﬁﬁﬁéga,ﬁggf
influsnoed by unco-ordinated produciion snd merketing practices,
espeeially soongest the smell senl-compereisliised farus.

Buring the last decade relative stabiliily in production can be
abtrdibuted largely %o tecimologlicesl progress asd lusreased sxtension
sereions. eftes dovistiss 414 ot snly snderge intensive szpesriment=
A&%ﬁ@% to deiernine their yields and yield palierns but slso sclentific
methoda to manange them were evolved. Production teshniques for
instanse pruning, feriiliser applisations, tonie spraye asd overhsad

rigation.. have besen used io influesnce the sige of the annusl ¢rop.
The Last desade was slso charschberisesd by resilisetion of lsoressed
need for exteasion services in both the fields of markeling and
production. Ghese developpents heve ln periiculsy indflivenced

&

vrodustiss in the suall sesl-scmunereielised farps.

Lo Inectaspillty of Average Yield.

The insfability of average yield is represented by iunstability

indiges on Table 4.5.8. The indlees repressnt instability of average
vielés for the industry, large-secsle snd the ssall peni-commercislised

5

faros. Between 1948/49 snd 1963/64 the imstability indexz for the
industry was 31.2 and this compares with 33%.4 znd 34%.5 for the large-

seale and the sssl]l seni-comsmercisilised fepme respestively. The

* &

dlptribeticn of the instsbliiidy %0 have Besn higher during the

o

early 1950z than in the last decade. This is revealed by instabiiity

1954/55 te 1963/6h.

indices for the periods 1948/49



For these two pericds the yesr to year fluctuastions, adjusted for
trend, gave index values of 31.8 snd 30.7, respectively.

The distribatiocn of inetebliliity betvesn the Bwo periods was pors
marked in the twoe production sectors. Uver the periods 1948/49 %o
1954/55 and 1954/55% %o 1963/64, the average yield in the sumall semi-~
comuercialised farms had instability indices of 43%.3 and 26.4,
respactively. in the lsrge scele farsme, the corpesponding indices
were 32.8 and 34.0. Thus average yields in the small senie
commercisliised faris were more unsitsble in garly 1950% than in the
last decads. In the large scale fsrsms insisbility indices show the
reverse siltuation. Therefore the two sectors appear to have had &

compensating effect on the stability of the average yield for the

industry.



CHAPTER &

his chapier sttenpis to sesliyse snd desecribes the siructure mnd

funetions of the voffee marketing systen iz Henya. The introduction
to the chaplter is s brief theoretical trestment on marketing, which
covers the definition of merkeling and marketing efficiency. Phis
treatuwent prepares way for s discussion on the ssinblishuent snd
development of coffee sarketing instituiicuns in Zenys. The

perforasnce of the marvketing systes is then spprsissd by exsuining

the functions performed by each institution.

5.7 Definitlion el lavketing.

Harketing may be defined ss the %ﬁ@%@ﬁi% process by means of

[

whieh goods and services are exchanged and their values deteruined

fves the integration

in terms of money. Perkeling ol a
of all fumetions thet ave necessary in soving 4t from the point of
production fo the fiasl user, the consuner,. The funcitions may be
givided into twe seotegories namely. phvsicsl snd sllocsiive. The

roticnal funetions of marketing isnclude transporting,

@31%

physieal or op

the oresition of form, tisme and place wiiliiy. Phe mllocstive
- .

functiocns ere those of buying, selling snd pries forsstisn; thereby

0

gffecoting the ziloeatlicn of rescurces in productieon. goods in

consunption and incomes belween sellers.

Bez Criteris of Zfficiency in o Horketlns Hysten:

The efficiengy of 2 mavketing systen nay be
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the performance of vsrious functions that constitute marketing.
These Tunctlons represent econcsic selivity in the msvkebting systen.
Harket perforsance therefore is the composite end resullt ol seonomie

#

aetivity- The composiite includes preiils, guantily and chauges in

o

=

juction, costs, levels snd wvaristion in gvaliilty, mrowth of thes
variables snd thelr developmeni.

Harket performance may be divided inte iwe et &g@yggg sorrespond-
ing to the twe catesgories of funcltions of & %%?ﬁ%%iﬁ&'“gﬁﬁé These
are physiesl or operationsl seriorsence znd performsnse in the
sntablishuent of prices snd tobtel returns. The eriterion of

2

¢he ratic ol consuppticn

o

appraising perforsmance in these two fields i
utility te the resources used in its creation. This eriterion

messures of efflicieney covresponding to the

glves vise

o
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consuners, while pricing efficiency wmeassures the perforsance of the

P

marketing systen in e¢steblishing equilibrium prices and guantities.

It therefore mensures the %ia%:@ﬁgg‘

developed and trensuitted to market participasats (61).
%hile it is eansy to calculate the ratic of input to ocutput in
appraising operntional efficiency, the appraisal of pricing efficiency

E+

is more complissied. The msjor fisid of diffienity lies in deciding

what iz to be iscluded as consumpticn ulility. wever, pricing
efficiency haos bauen traditionslily evsiusted with respset to the
perfectly competiiive model. Therefore eqguilibrius price and

ztitive conditions have been

guality exchanged under perfectly coug



gsed ap reference sltanderds vhen detersining pricinpg efficisncy. Under
perfeetly competitive conditions {ransscticons belwsen buyers snd sellers
would result in e; eguilibrius price at whieh marginal cost of supply of
& given commodily eguals the marginsl sstisfaction obtained by the
buyers. This eguilibrius situation alse represents mindmum supply

ant gain without loss o

costs and nowhere could a markeil pariici;
ancther. The vsives of varloeus verisbles msssured st the eguilibrium
gituntion repressnt the best use of rescuress fros the point of view of

sunidy- This is whet Hall and

maximising welfere of g glven con

e

&

¥instein refer io as social c¢fficiency in marketing (62).

The perfectly competitive smarkel iz rerely ensountersd inreality.
Even in market simulstion it is difficult to synthesise a perfectiy
cogpetitive sarbet for a glven product. For theme resscns the
perfecily competitive modesl resains uselul only ss sn idesl sgeinst

which market performance may be evaluated qualitatively.

s2s Spme Uther Concepts ol Farieline iiisiency.

sithough sll messursse of serketing efflelency fall into two
eategories, anasmely., operaticnsl and pricisg eificiency, the pericruance
of segments of the marketing systes give risze to seversl sub-gougepis
of merheting efiicivney.

4 marketing systen is charscterised by inetituticns which perfezrm
dgifferent mavketing operations. The efficieney in perforningithese
operations is inflivenced by the crgsnissiicnsl sbructure of such
institutions. In this way, the orgsnissticnsl structure of nsrkeiting
inetitebions inflvences the efficliensy of ithe whole markeling systes.

S

Therefore in app ug the efficiensy of 2 serketing systen, the sube

eoncept of crganisationsl efficiency way be imporiznt. Its evelustion

sesks to revesl the degres of cellusion betwoen market pariicipsnte which
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tends Yo lufivence ithe oultcome of smeriel transesctions through concerted
setion.

Gften sungerted sclion by serket garitielipants is influenced oy
gounterscted by goverament actisn. The infivence of » government may
be exercised through purchasess of cospmodiiliss snd services, ??@?ﬁ%i&&
of bas é inforamstion relevant %o & sarketing systes, snd finslly
regulation of the marketing progess through leglisistisn. The COH-
senswe of spinion ssonpet merketing scononisis however is that the
fanetions of 2 government shounld be to prevent niscopduet and to
preseyvve competiltion is 5 merikeling syales. Zhis conastitutes the
sub~goncept of government efficiency in & marketing system (63) (64).

hssooiated with organisationsl efficlency is mansgerial efficliency.
This iﬁ%ﬁi?@ﬁ}iéﬁgaﬁéf% and shori-ters judgement snd decision making on
marketing probloms. The comparison of mansgesent perfoveance bebween
managers is made diffieult by different environmments in which they make
thely decisnions. Gften o mansger may be Interesied ia dmproving the
parfornance of o glven operetion do the sexinum level possible in =
particuisy eavironment. This fnvoelves effigiency which con be nessured
singe the desiyed 1init is Raown. This hes been referred to as target
efficiency (635}« Pnere might be aliernative techoliques whish the
mansger could uvse to achieve ferget sfficiency. Fhe deglsion-making
erovess in this case involves the cholee belwessn slternsitlive Leshnigques.
in this ¢ase the sansgement is concerned with s problem of technical

s

efficliengys

sZed. e Hature of Postore Iunvelwved in svsraising the Bificiency of
a Harketing Zvsten.

Although problems of effliciency may demsnd different methods of

appraisal, they all involve comparisons. The perforsmance of a

e
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sEsesssd wiith refarence

particulsr veriable in the mayd
to & previcusly selecied criterios. Che comparison vay be expressed
guantitatively or gualiltestively.  foune wariables in marieting sre

guantifisble while cthers are noi and therefore the latter can ouly be

appraised gueliibatively. Some of the guantifiable wariables include

trading volusme and serketing efforit, moriet viebility zsod stablility.
revenus of sesriel participasnts, snd reallsstion of potesntisl frax
sctions (68) (66). The non-quantifisble varisbles include mansgerisl

efficiengy, consgliderstion of eguilty, netissal security. freedon and

o

gther sogiul valuesn.
The imporisance of non~quantifiasble variasbles tends to increase as
ome incorporated in any

naey in the systen.

sre pivimal snd She
suantifisble vuriablen fo

&

sily siaple- A%t this

level variables of imporisnce include lewvel znd cuality of product

eutput, firs costs and profils. Shese sre of gresbter imporiance and

o

ol
futo

ake precedence over sccial and other nea-guantifisble wariables.

But nopeguantifisble veriables become incressingly isportant froa the

intre-firs level through inter-Tire and industry levels to the econony-

as~a~uhole lzvel. AL the latier, veriables like freedom of the

individual, securiiy of the nstion. stability. optismus grovwih, level of

and distribution. orgenissiion of production,

output, its

%,

stribputioeon of incowe become essentisl

7

Gegree of oo

components of any snsiytical framework (60}.

5e3.Coffee Havketing Institutions and their Development in Kenya.

Prior to the outbresk of ¥World VWar II. the bulk of Kenyvan coffse
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parketed through twe principsl channels. The first channel involived,
in order of succession, the planter, coumission agenis, the merchasnt
houses iu lendon and finally the Briitish housewifs. This was ususlly
the channel for merketing fine gquality ceffees (67). The second
merketing channel ianvelwed, iz order of sucgession. the planter,

commission agents or Hairobi braanches of London coffee exporting firvas,

London coffee exporting firms or thelr bwanches oversess or their agen!

there and finslly the housewife in the principal coffee markets of the

world. This was the outlet for the medium aznd low guality coffees.

.

rld ¥ar II an improvement in the marketing systen was

i

Lfter
effeeted through the formation of te Coffee Marketing Hoard:; the
introduction of soeffes classificstion inte 13 classes and the

gatablishaent of the sole zucticon marikst in jsivrebi. Phe institutions

that have developsd to facilitate this fors of merketing incliuds the
Zenys Planters do-operstive Union, the Hild (offee Prade jssociantion of

Bastery Afpics, Co-aperaitive Socletios and Unlous.

5e 50 1o Eatablishament of the Harkeling Beard.

Paring Uorld dar 11, the Hinistzry of Supply of the United Kingdonm
bought the entivre coffee erop and distributed it to cther coffee markeis.
It was during this pericd too, that the need for z central masvheting

authority wes recognised. After the war, the planters, through =

referendun, decided to market ceffee through = bosard. in respouse o
this wish the Uoffee Harketing Board was formed under the Coffee
(Marketing) Ordinsnce of 1946 (68). The Board was %o be composed of
giz elecied planters. cne sesnber zppointed by the foffee Poard snd ifwe
members vho were to be zppointed by the Governor. Zinee then the
gopposition of the Zosrd hee chanpgesd and se hes the patio of planters

to nome-planters. Today, the Board is composed of gix planters who are
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glected at the Annual Coffee Conference o represent regional grower
dnterests, five othey slected persons snd five spoointed pevsens. one
to represent the {offes Toard snd fouy siiend mesiings sublegi o
poninstion by the Minister of fgriculiure. The five other slocied

persons sfs supposed to be persons experienced in oolifse merketiag.

It would appesr that over time, the Board hes become more consclious of

the need Lo co-upt persems whe are Raowledgeable

w«»
i
&

mariating. Tuis venus, however. could be used by trade interesis

influence the merketing policies of the Board.

B5e3.2. Zenve Planters Co-cverative Unlon Lislited.

Buring the Grzat Depression of 1330%, euffee planters in Thiks
and Buiru Disiricts formed the Thikas Planters® sanéd Huiru Co-operaitive
Ynions respesiively. They were sssentislly Torped for the vurpose of

reducing purchasing costs of fars reguisites. In 1937 the two co-

ated o forp the Lenyve Flanters® Unlon.

epeyative Unioss

Besides
coffee agonb. Its asctivities were expanded in 1947 when the Union

purchased the old Hairebi Coffse Curiag Company. The latier was then

[ 4

the only coffes curing concern in Halrobli since it had been formed

through a merger of all Hairvebi coffee ecuring mills. the Uanlon has

8

recently ezpandsd the nill capacity to enshles 1t to handle increasing
produgtion. it is the ouly other curing agent of the Poard besides
Bndebeas Coifes Pillis, BEndebuss.

*

The Unlon ie both o Compeny undsr the compsnies Urdinsnge and &

Co-operstive under the Co-operative Ordinance. Despite iits Thikse
Buiru origin, the Union has become an asset 1n the industry.
Conseguently the coriginal Union has been reorganised to take into sccount

the interesis of all producers. It iz sow Jelintly ewned by individusl
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soffee Ffermers. co-operstive socleties znd unions.

S5e3¢3. Licensing of %&?&é%&ag sgencies znd the Mild Coffee Trade
Assoeintion of Lastern Africa.

413 eoifee merketing sgenclies ia Ken nye are licensed. Licensing
was introduced Iin 1832 aund since then no persoen is legally allowed {o
seli, sxport, pill, warehouse. transport or transsel any business in
coffee without & iicence. Zhe licences sve lssued by the Harketiag
Beard but with the adviee of its Licensing Advisory Committiee. An
sxesption to Licemnsling is rebailing of clean coffee in the domestic
markat. 4 peteller pay purchase gless ocoifee Ifrom 2 desler whe holds
‘& gurrent idcsnce provided he relealls i guentitiss nol excesding
5 lbe dm weight. He ip slso reguirved te keep o reglsiter of a1l
guantities of coffee that he purchases from any coffee dealer.

The Board hos elpght categories of licenges and thess are lssued on
recousendation frow the coffee licensing Adviscry Commiitiee. This is
compossd of sevesn DEPEONS. Thres perscns represent the Doard sad arse
glected by 2 majority voie of the Boasrd. The fourth person is the
ghairman of the iddvisory Commities and is similsyiy slected by the

Bourd. The three other mesbers of the eounlites represent irade

interesis. Puo of thes ars clected to the Commities by majorilty vote
of the Hild Coffee Prade sssociation of Esstern ifrics. The other
ope iz similerly elected by the Hard Ceffse Yrade issocistion of

Bosntern Aivigs.

In advising for or ageinst the issue of s licence the Advisory

Gommitice considers the capital zssels and the level of morketing
kauowledge possessed by ithe applieant. The liconces ave renswable

every yesr and msy be suspended or canssiled subjecet to conira-

vention of the smerketing vrovisicns of the Coffee Aect. Bowever,
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appeals against such a ruling or even refusal of & licemce on application
may be smmde to the Agriculturs seals Tribunsi.

iicence categories and the funmctions i%

dertake. The llicensing fes is also shoun. The faes

have been the same since 1944,

OF CE
Tunbeyr
Fee in 6L
licence | E.A. (Ghs Deanlers

%%az i~ &é% %ﬁg@?% soffes of-

%1%% i&zfg% fros Renye., Ugends,
%gﬁﬁ§§§&g Buruendi, BEusnds snd the
LOnIGe

;&\4
i
Le
&
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B 150G & dealing in woiffes of any country of
origive.
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Eing snd arrange-

Conduct business
wan H3 it includes siors
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Licensed eoffse deslers sre elligibie for membershipy of the Bils
Cofiee Trade fssocistion of Esstera 4frica. (ther deslers who may

embarahily docliude these of Tensswis, Ugands and holders of eztra-

territorial goverasent ligeunces. The jssoeisiion playe sn dnporiast
reie in sevkebing and sisms % orderly sarbeling snd the formation of =
ynited frent especislly when megotiating fory Lits mesbers. The

sssosiation sige seeks to stendesrdiss the deocumenitation of comsmercisl

transactions, espeolslly with regerd fo contraseis, Bills of lading and

insursnce policies. 411 commergial trazussciicns betwesn the deslers
sre subject o the Hules of the | These fors & basis for
the setileusnt of diaputas by &z%zifﬁéigﬁ among menbers snd bsiween

then and gson-menbers. The Association alse influenses grading,
condition and claossificatics of clean ¢ofies. It slso zeis as &
souree of ilnfermation snd stebistice relevant te the indusiry.

The Lnfluence of the lLssccistion hes been enhanced by its
represenistion on ecoffes siotulory bosrds in Fenye and Tasweniz. They
gre representsed in the Coifes Licensing Advisory Comuitiess of both
countrizs while din Henys they sare also represented in the JStanding

Joist Commitiee mnd the Advisory Pansl of the Herketing Board.

5e5.% Co-eoperative JSocieties and Unions.

Zhe productiocn snd marketing of coffee ia the susll senb-

arms is heavily dependent on services provided by

esmmereinliinsd

%a

2

produser so=operstive sogisties. The yroducers sre served by loosl
cowgperative soeleties which are simosi inverisbly affilisted inito
Distriet Unions. In seme disiriets, all sejor production and

sarketing travssctions are s responsiblility of the Unlco. Under

such circumstsnces the Union is & dominant body. in other zress

Unisns oye wesk bessuse nll mejor predusiion ond sarkeiipg transaciions
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gre gondocted by the co-operasitive soelely thesselives in this case

P

esch soscliely is dirssily respossible for the welifare of iis members.

& =

The go-ppersiive soclieties znd Unions sws sspliial in fovrs of

coifes pulpsriss, stores, water reservoirs., transport vebicles snd even
shops for ferm reguisiies. 4% the end of % G644, there were 149 co-

3

operative sceleties with Just under s guarter of million growers cuning
300 coffee pulping stations {%%}; These stations jointly handled
?ﬁegiﬁ and 13,589 tons of clean coffee in the years 1963 and 1964
resgectively. The volumes of goffees handled by so-operatively owaed
pulping stations in the two years %%r%“?%&g@ﬁgiﬁﬁiy 29.4 per cent and

affee exporis

[

32.6 per ecent of tot

Ssé  Fonotions of the Hurketing System.

L lavge proporiion of Henve coffse is exported snd only & smelil

guantity of the order of 2.% » 3 per gent iz reisined foy hon
consumption.  Therefore the funectiocnms of the marketing system are
gzinly reisted to the movement of the crop from the grower to the

4

exporisr. Flige 5e%:71s 48 5 schepsitic disgren showing the flow of

&

produce through the marketling systesm and business trausactions which
$ilusirate the varicus functicus of the marketing sysiesn. FThese aay
be divided into physical and allocative functions. The mavketing

P

syasten is, hovwever, dominated by the physical fTuncitions. Theas

funstions inglude the transforssitlions of the preduect, coffee classii-

The deminsnt physical funcition

however i the trensformaition of the produet.

L TEs

*"sga

Yhe transforsstions of ecffse, fres iils rew state., when 1t les

&

the coffee plant. o the end produet, may be fivided inte thre
gategories. Yheccategories sre prionry and secondary procsssing and

manufasturing. The first two processss are periorsmed at home before
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coffes i exporied. The transformation of the product and the
gooessory services demand levge eapitsl iovesisentis. The zmyketing
systen %ﬁ@?%f%?% employe seny Tirvas and individusls bat thelr actions
are superintended by %é% Goffes Harketing Board. This bhas only o
small team of staff end consgquently physiesi bandling of coffee is
perforzed on its behalf by sgenils whe are paid = cousmlesiosn for thely

services.

e4.1.The Board ss a Producer Qutlet.

The Board is the sole buyer of coffes from the growers. Ezxport-
ing and seliing both raw and roasted coffee to any other person or
organisation except the Board ls prohibited by law. However, soueboliy
couid perform these vperations om behslf of the Board and licensed
deslers -arve gonasidsred to be sgenis of the Board.

Individusl planters. on cospleltion of wrismsry processing on thelr
sroperties, transport coifes parchment by rell or rosd %o licsunsed
#willers, Por thes smail growsr, this is performed by the co-cperasitive

iety or the Usnlion. Eaeh planter's and so-sperative socclety's
delivery hapgs besr registered disiinguishing sarks to ensure thet
coffee qualily can be traced back te the source of the consignument.

e

The Board hse twe milling spents pasmely, the Zenye Flantesrs (o

£

operative Hanleon, Hairobl snd the Endebess (effee Hilils, Endebess.
Besides syranging for sscondsry processing, the Uoard has &
liquoring deparisent which classifies the wiole erop. 411 coffee
gongigavents to milling ageants are sampled and the zasmples of clean
goifes sent %o the Ioard. ZThey are then subjseted to s roulins
gzaminetion. Ench mample ls rossted, gzround sud prepasred into coffee

Lllgunr. Before the prepavation of the liguer, the liguoriang sialf

examine visually the colour of the raw snd roasted coffee,
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the colour of the centre out of the boan znd the evenness of the romat
{70},  The liguor is subjected to a subjective tesit by a coffes *taster!.
He examines the liguor for =scidity, body and flavour, the best liguors
being thoss wilh wvell bolenced solidily snd Bedy. Geding these subjective
standards the coffee consignments  are clsssifled inte 9 glagses. There
gsed to be 1% classes but the clsssilicetion was yevieved aund revised %o
meet changing market conditions at the close of 1964 coffes calendar yesr
(71}

ification of clesn solfes, the Board malls this

ATter the alss
iunformation to the planter, ithe cu-operaitive socliely or é%% Unien or
whoever isc the owner of the classified coffeec. This is usually done
within @%?@é daye after the clsssificstion. Any coffes awaner who
dissgrees with the Zoerd’s clezssilication sey sppesl agsliust it to an
Appesl Board. The appeal should be made wiihis 21 days of potificstien.

Gmee clean coifee is ¢lsesified 1% s ready for ssle. Thie is dons
by sustiocn. Fhe Bosrd performs this fuvsslion through the Henyve (offes
Auvetions Lid.. Halrobi. Phe Pomrd has the swsehinery %o infliuencs
guality snd %o detersine the quantity of coifee that may be mavketed esch
yent. So far the Hosrd hes boen able to mell 5%&?33 il producse
regeived frss the coffee producers. The volume of coffes siocks on
30th September, 196%, was 1,288.23 tons or 2.96 per cent of the total
STUDs

The Coffes Board of Kenye retains the respousiblliity for lossl

rieting Beard undertakes overssas publieciiy

publicisy while the Coffee M
but with funds provided by the Coffes Board. The latisr draws funds
for publicity from the Colffes Levy Fund. This iz s fund wvhose source

of finsance includes licensing of production, snnusl growers® levy and

Y

gvied on all euxporied soffses except bhuni.

&
et

gxport taxation which i

Cosffee promodtion and advertising oversess is undertaken by the
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Kenyz, Tangeayiks snd Uganda Coffe¢e Industries, whiceh is a publicity
organisation based on London. In the year 1963/64 Kenya contributed
£15,500 to the orgunisation and in 196%/65 budgeted the comtribution at
510,000 (72)-

411 proceeds from cofise ssless sre recelved by ithe Hearkeling Board
sad fors s fund ksown sz the Fool. The sucition receipis of each glass
of coffee are entered intoc accounting documenis in order to obtain the
grose sales realisstion of ssch class of geifes for 2%% whole year. The
corresponding guantities of coffee faliling inte emch class are similarly
recorded. 4iter subirscting from the Poel, marketing snd miscellanevus
charpges, the Fool payments for saeh eclass of goffse sre subseguenily
determined. Table S.%.2. shows the ?@@E paysente per ton of clean

coffes for the perivd 1963%/64.

Table S.k4.2. Payments to Planters, 1963/64.

Pool ¥Yaysents

Class of Pool Payments slus
Coffes. & per Ton =

Premium FPayments
& peur ton

591.04 h15.65
3%%‘?% 392477
369.60 372491
353.92 357.52
339.36 345,490
325,28 334,18
84.00
53.76
16. 80

Bo premiuve
Pavnents

DGR3 OV e N

SCURCE: HKenye Coflee.

The Coffee Posrd of Zenys Meonitbly Bulletin,
Hovenber, 1964.
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4

ble shows that the classes of enffee that renged from

5

The
% te 9 and Pool peyments to plealters in large-ascsle farsme snd to co-
gperative societies, ranged from £411.04 per ten %o £16.80 per ton.

Withis & soifse class there may be sigaificant gquality veristion
which mey be reflscied as glass prics veristion in sn suctiocn. {inder
guch circussisnges sbove averasge gualiiy coifess in & class say fetch
a2bove nysyage Prices. Aiso s sudden desand for certslsn voifee glasses
at an suction where only a few consiguments of these coffee classes are
o the suotion flooy say resull in sbove averags priges. The
Harketing Boasrd facilitotes the transamission of these merket changes

Back te the producers throuzh 2 Presius Paypents systen.

when a
soffee consignment from an individusl grower or a co-operative socliety

te &, the owner of the

realices

coffee is paid 2 premium Pable 5.4.2. shows thet in 1963/64 Fool

payments plus premium payment 2 £415.65 per toa for (lass 1
o £334.18 per tem for Class 6. In 1963/64 the total Pool and

Premium payments for classes 1 ¢ & totalled £15,689,550 and Presmium
payments accounted for only 1.14 per cent of the totai. The Premius
paymsntes were laygely oﬁﬁé%ﬁ%%@ for by classes 3, 4, 5 and 6.
The payments io §?§§%f$ are spresd over %&&@ gnd are actually
done by the Henys %i%ﬁ%%?% So~operative Union Liwited on behalf of the
Boarde. The producers régai?é the suctien price less merketlng expenses,

s

missellaneous expensss snd the Coffes Hoanrd Levy. The smarieting
expenses aye predosdinsnily sgency fees for trsneport, stovsge, nlliliag
and insurance.

In 1963/64, the Marketing Board hamdled a total crop of 43,454 tons
which wes walued g%,§?§.§$2§3§? gx sitore, Haelrobi. The asversge rebturn
was £352 per tous. The totzal net marketing sxpensesn were £5.47 per ton

and this value compares with £5.36 per ton in 1962/63. The total erop
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then was 42,309 tons snd the average retura £284 per ton. Hisoellanecus
gzpenses include goniyibulicns to intersstionsl orgenissiions. The
activities of the Board have streiched to the indternaticonal field since
the inceptiesn of the Internaticnsl Coffes Agrecment. it therefore nmahkes
gontribetions fo the Yorlid Coifee Prosetion fensmiltbes and Inter~african
Goffee Urgenisaiion. Including the feffse Board Levy, spency fees and

miponilsuneous sxpenses, tobtel deducticns from gross srocesds stond ai

s

g

per ton in

218,88 per ton in 1963/64. Tais figure compares with &8
1962/63 (72). Thus total deductions by the Board were 2.92 per cent
and 5.36 per cent of the average unit value in 1962/63 and 1963/64

respectively.

5l a2 Primary Processing.

Primery processing involves the trassforssiion of coffee cherry
inte sparchuent ceifse. Yhe Board fusiszts on the wet nsthod of
progessing as opposed to the dry smethod ¢f grocessing which is praciised
in sowme sther goifee producing countries. The process is garzied om in
pulzing stations. A pulping stebtion comsists of vue or more pulping
machines, sitores snd cleriecsl offices, 2 deying site znd probebiy a
water veservoir. There are many brands and sizes of pulping mechines.
Thelr siges raage from small hand-operated $o large power-driven
mashines. The poilecy of the Bepariment of Agrieviture is o encourage
the iﬁ%é@ii&%é@ﬁ ¢f large capacily power-driven g%l?%?% and o
discourage the izetailetion of the smslil capsciity hend or power
operated pulpers. The capacity of pulping stations on large-scale
farms varies widely but co-cperaitive societiss conmonly use iLwo sizes
of fsciories. The first hes ap ansual throughput of 30 - 50 tosns of
clean coffee while the second and larger sisze has a capacity of 50 -

100 fone of glean coffee per year. The cost of building a pulping



station of a capacilty of 50 - 100 tons of clean coffee per year may
vary betusen £1.500 and £2,500 depending on coste of materisls spand
labour.

To ensure high guality, only ripe coffee is hand picked frou the
plants and ﬁﬁi@ iz iswedislely taken to the pulping statlons. The
seguence of operations in the transforsstion of cherry bo parchuent
eoffee arer: removsl of the pulp, separstion of the pulpy from the bean,
gaparation of light coffes from the more dense and hence higher gusnlity
coffee, fermentation of both grades of coifee, washing and drying of
the beans. Drying the wet parchuent colfes on wire mesh tresys is %the
domivant practice in Kenye, zithough a few mechasniesl driers have alsc
been tried. The gervices thet are sssoolated with deying inciuds
constant turnisg of the drying yperchment to facilidste even drying and
to ensure that fersenteiion does not conilisue on the dryiug trays.

Cnee the pulpling stabion sanasger is satlislied that the pasrchment coffes
has dried and lost solsture to aspprozissitely 12 per cent, then the
goffee i put iﬁ%& new bags, marked snd sitored or dispatched %o the
eoffes mills vhere the next processing operation is performed.
ﬁﬁﬁ%%ﬁ%&%ytﬁ% cheryy reseived 2% the pulping sisticn is fzulbty.
Zuch faulits insluds under and over-ripensss, disesse snd inseclt denage.
Ususlly this cotegory of cheryy is dried without prismsry processing
and seld to the Board as Bunl or dried coffee. Thers are licesssd
Buni deslers who purchase this grade of produsse on behel? of the Board.

The prisary processing of coffece may be performed on the farm or
by » co=operative soclely. A1lLl farms with more than ten acres of
soifee may ows pulping sschinery but this is prohibited anonyg grovers
with lsss eoffee scresge. It is mandatory therefore for a smell grower
to beeome z menber of & co-~operative sosiely. The scooiely perforns

the above sperasticns fer the menbers, mariets the coflfee and hands over



w 115 -

the procssds Lo sembers aiter chargiag a fee for the services rendered.
To fzeilitete the nescessary csleulstions all coffee cherry received |
frow growers is welghed and the welght entered inte scocunting cards
and books under the names of the growers. 4 few societies which have
more skilfel menasgement alsoe grade %§%>§§%§§3 from individusl grs%é?s
and the weights of different grades sre entered into the sccounting
dogunents. A1l vherry is thesn bulked snd prosessed and sold im bulk.
Fith ths excepltion of & few societies the basis of payments o ggﬁﬁ@ss
is therefore learpely guantiity rather than oueiity or both.

Gn largee-sgalie farms primsry processisy iz %erfer%@é on the faru.
Fhe properly ovner ¢r bis maneger is therelorse responsible for all %é&
gperations that are necessary in the irsnsformsition of cherry ints

parchment coffes. It is mendstory to such fsrumevs to sell thelr

colfes to the Harkeling Board. Therefore on coupletion of prisary

processing, 4dry psrehment and Buni zre conslipped to the apyroprists
sgents of the Boanrd. The grower recelives a payment for his produce
directly from the Board. Zuch poyment is bassed on both quantity and

gusliity.

Selis Zecondary Processing, Oradise and Storasze.

Zecondary provessing of ouffee involves the transformstion of
parvchoent eoffee inte clean coifee apnd Shis is galled curing in the
gcoffee trade. This progess is largely merket orientad. In this
fieid the agents for the Board, as shown on Figs. 5.4%.1., are the
Endebess foffee HMills, Endebess snd the Eenys Planters {o~sperative
Unpion, Hairobi. ‘

The above mentioned firme receive parchment coffee, weigh it and

then teat it for moisture. Then coffee is storved either in bags or in

lazrge aluminium bins. From the blus or the bage the process of coffee
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curing beglns and entails the following segquence of events: milli.
separstion of the husk and any dust, polishing snd finsily grading.
Grading is sccomplished by the use of sersens of different sines.

The saasller size beans pass through the soysens while the blgger canss
are retained. The coffee is graded inte 2 maxisun of nine grades
which sve deslipnsted by PB, 84, 4, B, G, E, T2, T and H. Yhe coifes
whieh doss wet fall indte any of the nine grades f2ils inds the
euntegory of Under-grades, denoted U4. Saumples of evary ceifes grade

gre then dsspsiehed to the Liguoring Depsriment of the Zoarg for

classification. Table 5.4.3%. shows the distribution of the 1963/64
¢rop over 10 grades and 9 ¢lasses. Host of the cyrop wes slsulisnecusly
in the first % grades and the first 6 coffee classes. Fhus the goifes
grades PB, A4, A, B and C accounted for approximsiely 86 per cent of
the teotal erop, while clssses 1 to 6 accounted for 91.58 per cent of
the fotel srop.

The toisl coffee crop for the season 196%/64 and the portion of
the crop that fell inte the first six classes are shown on Table S.4.4.
The table zlso shows theliyr distribution betwesen the varicus coffee grades.
Colusns (1) and {2) of the table taken together show simple fregquency

glatribubion of coifee over the ten coffee grades. Column (3) similarly

i

shows the tolsl guantity of coffee in the first & classes and its
frequency distribution over %he ten grades. GColumns (&) and (5) give
the respeciive pevcentage distributions of ecolusns {2) and {
Golumns (6) aznd (7)) represent cumulative %@%ﬁié of é&ﬁa@ﬁg {
?éggﬁﬁéigézga,

Column {6} shows that 2.56 per cent of eoffee in the 1963/6h season
was aceounied for by ths PR grade. Howaever PE grede soffiee asgopunied
for 2.78 of the total guantity of coffee in the first six coffee classes.

7%

Yhe table shows that the most lumportant coffee grades were L4, 4y By ©



+18

e«‘*‘%

&

L
99478

g

82,28
9324
o708

1
3
T063

6
56
3
3

- ]

&y o

5 L

2,78
X
£
o4

i §E§
T

0,00
o0

&
z«g“
Lo
g
gi%m
i

. =3

2456
2465
1106
3eT4
&
(e2D

e E &

X
iy

6
7

o
e

66
2

44

1

&
wﬁﬁ

]

1404
Ge34
SR
3

7658
L
@

e

1
3
o

o

)7

o

’%‘ ¢ ﬁ}ﬁ .
B
o
7

%

4
b THY

e

o
:
#e

#38
&
03678

’
&
&

L

1045

12 152,66
Ty %ﬁ?&&?&

10, 503411
)

- 5 3 E I )

@
&
T




?
sy
fo
@

and TF. These grades accounted respeciively for 88.13 per cent and
93.57 per cent of the crop for the season 1963/64 and the total quantity
of coffee falling in the first 6 coffee classes.

When columns {6} and (7} are graphed, one ageinst the other, as
shown on Feg. S«%.2., a Lorenz curve is obiained. IZ the %fotal crop
fell into the first 6 coffee classes and the fotal erop was egqually
distributed hetwesen the coffee prades and glasses, then every eoffes
grade would be represented by egusl guantities in 8ll the siz coffse
Gloasses. Ynder sush conditions 20 pepr ecznt of the toital orop would
nccount for 20 per cent of the crop in the six coffee classes, 40 per
cent for 40 per cents; and so on. In this situstion, the Lorensz curve
would be & stralght line drawsn diagonally across the graph as
represented by AC on Fig. 5.4%.2. The extont to which %the actual
euprve AB0 diverges {rom the dilegonsl line is therefore Lllustreiive of

the degree of inequaliity between coffee grades in accounting for coffee

5

falling in the first six coffee classes. This ineguality is greatest

for ths gredes T, ¥ and U4,

LB

The graded clsasn coffes iz removed Iros the

b
Boe
g

mrotas. The latier

neighbouring werebouse by sn alr surresnt ap

Hxpress Transport Company, Halrobl, who are the warehousing

owned by the
agents of the Bpard. gnce in the warehouse., the soffse iz bagged
ageording to the fvard®s c¢lassification and goding. Lots of eoifse
way be bulked sccording fto insftrueticns fyvom either the Board or the
goffes dsulers.

#hen the socfise changes bands Trom the zills to the warehousemen,

Uarrant® for

the latiter prepare s document, often referrved ¢
egch bateh or ocul-turn. A bateh consisis of 150 bags of 132 1lb.
{60 kilc) each. Whemever the batch is sold, the warehouseman passes

.

the "Farrant® to the buyer. The “Harraat? is a2 legslly negotisble
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docugent and may be passed betwsen deslers, brokers snd banbers..
The Express Transport Cospeny is responsible for the dispateh of

epffes frow Halrvebl o the gort for szport.

cbolbe Coffee Sale snd Auctic

A1l soffes isg sold by suvetion and the Zenys Uoffes suctions bide.,
are the scle szle snd suctionssring agents of ithe Board. The firm
orgenises coffes sales in Zast Afrieca to liceansed deslers. (nly
members of the Mild Goffee Trade issoeistion of Zastern Africs may umske
purcheses in the auetions. Also the ssles sre conducled in sccordance
wlith the rules of the Assoglation. In order Yo provide sdegusie busis
for bidding in the sustion, the zucticnesring firs prepaves ssmples and
eztzloguse of what is to be sold at eash auction. Other duties of the
firs include, condusting of auction, é%%ﬁtﬁﬁg the buyer snd the release
of the coffes to the buysr. Yhe buvers pay cash fow coffee befors they
take pessession of it which is ususlily within a week following the date

pf the auciisn.

AUMANT
The varicus functions of the coffeec marketing systesm ars

asrgaaised snd superintended by the Coflee Horbeting Board. ALL coffes
dealers are licensed by the Board. Besides licensing the only ether
direct fovm of pariicipation of the Board in ssrkeling iz in goffees
glassifiesiion. 411 coffee is classifled through guaslity tesis which
are porfovsed by the Liguorisg Depertment of the Board. 413 viher

and siloestive functions of s merkeltling systen are performed

% ¢
[
G
e
|2
L
]
fout
[

by the spgents ef ithe Bosrd. For this reseon, the Hoaprd finds 1%
sopnanicel to sapley ouly & bhandful of employess zud is spperently

enntented to rowsip far remsved Irowm the selusel warizeting spersiticns
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However, licensing of sll marketing opsrations by the Board ensbles it
to implement any seriel reforus readily. Thus the csrganisationsl
straciure of the sarketing systen renders it amessble to conlrel in

tines of markel orises.
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CHAPTER &

CEANGES T8 HIPORT PROCEEDS

This chapisr contalins the analyesis of export proceeds of coffees for
the pericd 1947 to 1964. The changes of annual totzl proceeds have been
related to annual changes of several other varisbles in the same pericd.
These include the average snnusl export unit value, the total annual
production, the United Kingdonm export price index and the annual voluue

of exporis.

6.1 Changes in Total Annual Export Proceeds:

The total annual export proceeds of coffee increased from £1,311,630
to £15,411,170 between 1947 and 1964. This was an increase of £14,099,540
over a period of eighteen years. As shown in Fig. 6.1.1. the average
annual proceeds for the period was approximately £8.38 million and the
total proceeds increased at an average annual rate of 8.52 per cent, over
a periocd of elghiteen years.

The absclute and percentage changes in tobtal annusl export proceeds
and thelr trend correcied values gréigha%a on Table 6e1e%. BRetween 1947
and 1964 the total export proceeds s&e@eé ten positive changes out of
possible seventeen. The annual increases ranged from £171,070 to &4,747,660
recorded in 1959 and 1956 respectively. The positive changes were spread
over the whole periocd without a definite pattern but at no time were more
than three consecutive zsnunusl incresses reslised without being intercepted
by & negstive chanpge. The range of negative changes was £12,220 o
£2,862,290 recorded in 1962 and 1957 respectively.

The trend adjusted data reveal that the total annusl expori proceeds
were incressing and relstlively high during the period 1952 to 1959. The

trend changed after a pesk in 1956 and for the periocd 1960 to 1963 the
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TABLE 65115

¢

CHANCGES IN TOTAL EXPORT PROCEEDS

=%

4 Changes in trend adjusted values,

- [Year Total Expors Tetal Bzpert Proceeds X,
 Proceeds Absolute Per Cent =100
£ - Change £ - Change - STt
1947 | 1,311,630 N 68.4 |
» . 7065940 1+ 53.90 z + Te9
48 2,018,570 : : ' 7603 .
, ' - 508,730 | = 25.20 : ~31.4
49 ?'35{3;998"59 ’ ' : : 445 4
+2,039,570 | +135.09 | 44743
50 395494410 1 t 1 86,2 :
L +. 5465910 4+ 15441 o - Oed
51 §§§95932{3 ' S o 85,8 j
o +3,027,040 + T390 o +43e3
52 | 75123, 360 , : 129.1 :
, - 410,630 - 5676 : ~2%e4
53 6,712,730 ‘ , ' : 1 107.7
S R - 985,910 = 14.69 : : =256
+3,200,090 +55:88 | 23461
55 | 8,926,910 o R 11602 ’
, : +44 747,660 + 53,18 +4763
56 113,6744570 , ' : : 16345 ,
. ; : 2,862,290 - 20,93 : : 4468
57 $10.842,280 118.7 ~
: 1 = 389,560 = 3;60 , “4248
58 |10,422,720 : , 105.9 : ,
, N + 171070 + teb4 : : “ 5¢3
.59 11055935790 S o co 100.6 :
: ' ‘ - 315,940 - 2,98 . =~ 9.1
€0 110,277,850 | | 91.5
‘ + 347,040 + 3.38 : “~ 3.0
' 61 19’5625@ 8% 88&5
- {2,220 i G2 w 5.0
52 1@;&1236’?{} ; 8305 .
+ 518,760 |+ 4489 = 0.8
63 - {11,131,430 o ' : 82.7 ;
> . +45279, T40 + 27,77 | +2642
64 115,411,170 : 108.9 : f
X% = Actual export procoeds, £
n = Trend value, £
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total export sroceeds were decressing and relatively low.

The instability index for export proceeds for the periocd 1946 %o
1964 was 24.2 as compared with 35.2 for the periocd 1947 to 1964. This
was the average year to yeasr percentage vardstion of szport proceeds,
corrected for trend. The imstability was higher during the period 1946
to 1955 than over the period 1955 to 1964. For the trend adjusted data,

the instability indices were 41.9 and 20.6 respectively.

6.2¢ Changes in the Volume of Exports:

The volune af’ceffee exports increzsed approximately fsarfclé‘fre&
215,810 ewt. to 833,710 cwt. between 1947 and ??é@« Fig. 6.2.2. shows
the scatter of the volume of exporits and a treﬁﬁ line fitted by the least
squares method. The equation of the trend line reveals that the average
volume of exports for the period was 4h4,320 cwt. and the total volume
of exports increased at a rate of 35,423 cwt. per annum. The volume of
ceffes exporis increased at the average rate of V.97 per cent per annum.

The absolute and percentage changes of the annusl volume of exports
between 1947 and 1964 are shown on Table 6.2.2. Changes in the trend
sdjusted values are also shown. The minimus and maxisum annual export
incresses were 17,010 cwt. and 287,280 cwt. recorded in 1959 and 1961
respectively. The corresponding percentages were 3.40 and 80.60. The
range of absclute annual declines was 155,030 cwt. and the minisum and
maximunm declines were 6,040 c%i; in 1951 and 161,070 cwte in i%éﬁe The
corresponding minivun snd maximum negstive changes were 3.0 and 31.10.
The results show that the range of sunnusl export iuncreases was gﬁeater
than that of export decreases. There were alsc more instances of export
increases than decresses over this period.

After trend adjustmenit, the annusl volume of exporis showed greaber
stability when compared with raw data. However, ithe method of trend

adjustment tended to accentuate export decreases. The instability index
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TABLE 6:2424 CHANGES IN EXPORT VOLUME
Yooy Volume of Yolume of Exporis Xz
Exports Absolute | Per Cent »g;wi%?é% 2
{cwr) G ? Change 2

1947 213,810 1646
4 ?39333 +3453 +11.0

48 287,640 175.6
~131: 340 -45.66 «96e4

49 156, 300 79.2
' 4 égagj{w@ %‘3?(&;33} &+ ?eg

B0 204,800 88,7
- 6,040 -~ 2:95 -13.3

51 198,760 | 7564
+139.680 +70.28 +38.0

52 338,440 1134
- 42,640 =12,60 =2 o2

53 295, 800 89.2
- TG, 670 =26.93 30,0

54 246,130 59,2
+1724 340 +79.74 +38.0

55 £ 388,470 97.2

+145,740 +37.52 +26.4

B4 534,210 123.6
- 88,530 =16.57 «27e9

57 445,680 957
% §Z§g%§$ +126 2% + ée?

58 500, 540 10004
+ 17:010 + 3.40 - 3.2

59 5175550 U7 .2
m%é%g&?@ "‘31@?2 “‘3@9{%

60 356,480 62,8
+287,280 +80.59 +44.45

61 643, T60 1073
. - 33,470 - 5,20 ~-11e4

62 640,290 86,2
+125, 920 +20.63 14014

63 736,210 110.3
+ 97,500 +13.24 4+ 8.7

B4 823,710 115.0

%. = Ackusl expert procesds, £
?é = Trend Value, £

= Anmual percent change in trend adjusted valuves,
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for the annual volume of exports, corrected for trend, was 357.90 over the
period 1966 to 1964. The period 1946 to 1955 experienced greater instab-
ility than the period 1955 to 1964. The respective insta%iiity indices

were 44.70 and 40.50.

6.3, Instability of the Unit Export Value:

The unit export value increased from £98 per ton between 1946 and
1954, but thereafter followed an unsteady course to gravitate to £370 per
ton in 1964. The annual changes in the unit export value are shown on
Table 6.3.%. The minimum snd maximum snnual increases were £9 per ton
and £154% per ton, recorded in 1952 and 1950 respectively. The correspond-
ing minimum and maximum percentages were 2.20 and 79.80 respectivelye.

The range of negative annual changes was £63 per ton and the minimum and
maximonm declines were £7 per ton and £70 per ton recorded in 1959 and 1955
respectively. The corresponding percentages were 1.70 and 42.80. These
figires reveal that the range of unit export value increases was greater
than that of its decreases.

Table 6.3.3. alsc shows that the period 1946 to 1954 was characterised
by unit export value increases, while in the later years there were only &
few and isolated incidences of increases. The period 1956 to 1963 was =a
phase of declining unii export values. There was a temporary rise in the
unit ezyért value in 1962 but this collapsed and the unit export value
deelined to £302 per tom in 1963, the lowest since 1950.

The mean unit export value for the periocd 1546 to 1964 was £354 per
ton with a standard deviation of £126.4. The average year to year per
cent variations of the unit export value, corrected for trend, was 20.40.
During the pericd 1946 to 1955 the unit export value was more stable than
over the pericd 1955 to 1964. The respective instability indices were

2110 and 27.50.



- 130 -

TABLE 64303 CHANGES IN UNIT ZXPORT VALUB
Time Unit Export Valus Absolute Per Dend
£ per tone. Change £/ton Change
1946 98
+ 25 + 25,50
£7 123
2 1? “+ iiag’:}
48 140
+ 53 + 3‘?:%
A9 193
+154 + ??eg{}
50 347
+ 55 2 ‘%gé?ﬁ
5% 442
+ § & 2,20
52 424
+ 33 + 7,80
53 454
+ 76 4+ 16,70
54 530
, - ?{} e iéegg}
55 460
+ B2 + 1130
56 512
- 27 - 5,30
57 485
- 69 - 14.20
58 416
e '? - '3e?5}
59 409
- 39 = 950
60 370
e ei;% b 15&%@
61 330
+ 18 + §a§§
62 348
- A6 - 13,20
63 302
+ 68 4+ 22,50
64 370
Algebraic Sum +272 +173.80
hverase s 15,10 - 9,66
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6.4 Changes in the Purchasing Power of (offee:

The relationshiypy between the unit export value and the purchasing
power of coffee with respect to exporis from ﬁée United Hingdonm for the
pericd 1947 to 196% is shown on Fige. 6.4.3. The purchasing power of
coifee was cobtalned by dividing export unii value of coffee by the export
prige indez of the United Kingdom.

Fig. 6.4.3. shows that if 1954 is taken as the base year, the pur-
chasing power of coffee was higher than the unit export value during the

period 1947 to 1954. After 1954 the situation reversed and since then

o

to 1964 there was a widening gap between the unit export value and the
purchasing power. The mean of the purchasing power for the period 1947
to 1964 was slso higher than that of the unit export value. The corres-
ponding means were £357 per ton with respective standsrd devistions of
£99.45 per ton and £126.42 per ton.

The purchasing power of coffiee was more unstable over the whole pericd
than the unit export value. The instability index for the purchasing power
was 2b.70, as compared with 20.60 for the unit export value. The purchas-

ing power was also more unstable over the periocd 1955 to 1964 than over the

P

pericd 1947 to 1955. This was shown by the respective instability indices
£

5
of 26.90 and 22.50 The corresponding instablility indices for the unit
export value were 27.50 and 22.40. These reveal that while the purchasing

power was slightly more unstable for the pericd 1947 to 1955, it was more

stable than the uniit export value over the pericd 1955 to 1964,

6.5. Relationship Between Changes in the Volume of Exports, Total Production

and the Unit Ezxport Value:

The instability exhibited by trend adjusted values of tobtal production,
volune of exphris and the unit sxpori vslue of coifee is demonsirated on

Fig. Go5¢4. and instability indices are shown on Table 6.5.4. The graph
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shows that between 1947 and 1964, changes in the volume of exports close-
1y followed changes in toetal preduction. The changes in wunli export
value did not exhibit a hipgh degree of association with changes of either
§Ze§&%ﬁigg or the volume of exportis.

Changes in both total production and the volume of exports show that
the industry experienced five-year cycles between 1948 and 1961. The
cyeclical tendancies however were less defined between 1961 and 1964, The
interrupition of cyeclical tendancies during this periocd was accompanied by
a dowaward swing in the unit exporit value which started in 1957 but becane
§§%gyeﬁsi%%ly HBOTe Severé.

The relaticushiy bebtween the volume of exporits and the other twe facgtk-

ors can be represented by the following regression eguation:

¥ = 20.95 + 0.0686 X, 0+ 0.086 X,
(£.061) (£.086)
#here ¥ = volume of exports
§?x~%siai produciion
Egz unit export value.

The coefficienis of determinaiion snd multiple correlstion were also
caleulsied and their wvalues are as follows:
2
}% = {:‘09.}

B = Q.96

The coefficient of multiple correlation, R = 0.96, indicates that
there was a high degree of association between the volume of coffee exportis,
¥, and the other two factors, namely, tobtal production g§9 snd the unit

export value X.,. The sguare of the multiple correlation ceefficlent, ﬁgz 0.93,

2

is the coefficient of wmultiple determination. It shows that 93 per cent of

the wverliance in the volume of exports was in common with the variance of the
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TABLE 625040 IHSTABLILITY THDICES
Parameter 1946~64 1946-55 1955=64
1%3?%%1;3?? E§§E§§S
Total ‘ , .
39,10 46,90 29.70
Production . S
Yolune of
37.90 © 44,70 40,50 -
Exporis
Total Expord
34.20 o 41690 20,60
Propssds
Unit Hxpord ‘ ’
20.40 21.40 2750
Yalue . .
Purchasing . .
26.70%1 22,50%2 26.90
Power

x!  Covers only 1947 to 1964
22 Covers only 1947 to 1958




two variables in the regression equabtion taken in combinatiocn.

In order to detersmine the predicitive gualities of the regressiocn
equation significance tests were performed on the regression coefficlients
and the variance beiween the actual volume of exporis ¥ and the predicted
vaiue, Y. The t-~itest for the regression ceefficlents revealed that changes
in produstion were more reliable in explaining changes in the volume of
exports than changes in export unit value. The F-ratic of the varisnce

of sctusl and esbtimsted voluume of exports was significant at the 5 per cent

level.
Table 6;55%5 ANALYSIE OF VAHIANCE OF VOLUME OF EXr0nTSss
Zouree of Varistion Degrees of Freedonm : Sums of Sguares | Hean Sguare
Total 17 2:32 = 15,502
A
Regression 2 23??22 = 1,422,148  7211.07
Deviations 15 Z§.§ 122 = 15079.86 71.99
F217.0¢ ) .
F o= B o~ TP R 1§ P L G0
71.99 4 >

G.6, Belationshin Between Toial Exvort Proceeds, Volume of Exporis and the

Unit Export Vslue:

The snnual data for totasl exporit proceeds, the volume of exporis and
the unit exzpord §&Zae were gorrecited for trend and thelr asverage ilnsiabll-
ity over the period 1947 to 1964 was determined. The average instability
wag expressed ip form of instability indices znd these are shown on Table

E.bebe The monual fluctustisns of these variables around their trend was
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also caleulsted and the annual changes are shown diagresmmatically on Fig.
6.6.5. The graph shows that changes in total export proceeds, between
1947 and 1957, were positively assceiazted with changes in the volume of
exports. Between 1957 and 1964, the changes in total export proceeds were
more positively sssoclated with changes in the unii export value.

The relationship between the total exporit proceeds and the cther twe

variables can be described by the following regression equation:

E E
Y = -46.43 + 0.564 X+ 0.854 X
(E.qus) 1 (o438 @

Where
¥ = total export proceeds;
X? = volume of exporis:
XE = unit export valus.

The coefficients of detersminstion and muliiple correlation were also

caleculated:
BT = Q.72
B = {}egﬁ

The high multiple correlation coefficient R = 0.85 shows that there
was & high degree sf positive correlstiocn between the total export proceeds
and the other two variables. The coefficient of multiple determination
Rg = 0.72 shows that 72 per cent of the variance in export proceeds was in
common with varistions in the volume of exports and the unit export value.

For predictive purposes, significance tests were performed on the
regression coefficients and the actual regression. Both the regression
coefficients and the regression were statistically significant at the 5

per cent level of probability.
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“The fﬁrggsiﬁg analysis shows that the total znnusl proceeds over the
period 1947 to 1964 iasréaseé at a nigher average annual rate than the
volume of exports. However, over the period 1946 to 1964, the volume of
exports experienced gresiter instabllity than the itotal exporit procesds.

In turn, the instability of the total export proceeds was greater than
that éX@ériance& by the unit sexport value over the same period. The
varistion in total expordt proceeds was highly éarr@l&t%é to changes in the
volume of exports and the unit export value. The smultiple correlation
between the volume of exporis on one hand and bobtal production and undi
export value on the other was also high. However a t-test on the coeffie-
ients of the regression eguation revealed thst changes in production were

more reliable in explalining changes in the volume of exports than changes

in the unit export value. The sane test showed thai changes in the woluse
of exporits and unii exporit valus were important in explaining changes in
the total export proceeds.

Efforts to contreol the supply of coffee slong its growing trend appear
capable of removing 12 per cent and 16 per cent of fluctuations in the unit
export value and total export proceeds respectively. Therefore sole attent-
ion to the removal of fluctusbtions in the growith of coffees supply appears
inguffiiclient to control fluctuations in fotal export progeeds. This indicates
the need to supplement supply conircl arrangements with arrvangements that
affect the demand for coffee. Sinee Kenys cannot launch programmes that
would affect the total demand for coffee, it would be in her interests to
co~operate with other couspiries in their stiempis to implement programmes

to influence the totzl demsnd for coifes.
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4 sn introducticn %o the orgessisstion and funelions
antionsl {effes sgreemept, the chapter bepgins with z brisf review of
sther stabilisstion efferis during the post war pericd. This review

4

precedes the discussicn on how the Internationsl foffee Lgv

% its sesreh for sezsures to stabilise the internsticnsl enffs

foks

This ecoversge is followed by an apprsissl of the basis and subssguent
eofiee guoins thet have beoen sllocsted to Henye through the Agresmont.

These gustas have been compered with the Zenyapn share of the worid coifes

gxport trazde bafore the ent came inlo eperatiocs

alse szsmines the eztent to whdeh suport guoias covsr fobsl coifee produsi-
ione
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The perioed immediately following the end of World war II was charact-

grised by the exzbsusilon of Brazilisn coffes stocks,
smarket speseulaltion. removel of price controle in the Usnited Zinies and

rather stegneut coifes oulput a8 g resuli of detrvisenitel sifevts of ithe

war on production {73). iz environuent caused voffee prices to risze

sad this was follewed by s mave of new planting. Coffsee prices casme to

g“,ge

”‘@

& pesk in 1954 but declinmed later to the 19553 level where they remsined

more or less cons me apparent ip

the cofiee ludusi



fereiny prices on
The initistive to el the Jdownward irend of coifee pricss cume fronm
Latin Afmerican producers. In Uctobey 1957 seven Latin Amsricen coifes
produsing countrise slgned the Hexlee ifpgressent. The sousniries isncluded

Feazil, Columbis, Costs fles, BL

lvador, Guatenal

Thre centrsciing pariies asgresd to resiviet the flow of thely coifes sxporis

in the treditionsl goffes mavkeis of Jorih Lfmerics sud Yestern Durepse.

e

z %

was to lest for ons year. I% sisc provided for the sstabilishe

ment of a body to co-ordinate production policies, prusmote world coffee

trade and expand cong It wvas for these objesetives that the Inter-

2

pational Coffse Orgasni

was formed early in 1958 (74}

&

In sid 1958 the membershipy of the Hexico Agreement was expsnded from

mhers wers Latin ifsericen znd the nane of

eement was sliered fo Latlsz Americen foifss igresmant. The

Agreement was extended to cover marketing operations for 1959 and 1960.
The leading coffee eiporiing éﬁ%&%ﬁi&g§ Brazil =nd Celombia, sgreed to
%é%@%@i& 403 per cent and 45 per cent respectively of their exportable
erop froe the world merket ss socon zs the Agreenent csme inte operation.
The other mesbers in turn sgresd Yo hold 5 per ssant of thelr exporisile

production less than and insliuding 300,000 bags zand 10 per cent of any

from the werld sasrkel.

in the history of soffse slabliilisation schenes,

£

the Africen sgiﬁﬁg produciig counitries were draws infte stsbilisstion

%2*%

1359, The former Freunch tervitories in Afri

and territories of Portugsl were successfully persuaded to join a
revised version of the Latin American Coffee Agreement. The

negotistions were conducted by France and Portugal on behalf of the

S

sfvigern producing countrizs. The name of the iAgreement was
Eg%@ éﬁ?

Fo

j

i

sppropriastely changed to Internationsl Coffee Agreement.
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The United Kisngdom and Belglum were asked o join the Agresment
en behalf of their fterritories but declined ic do s0. They. howsver,
sade formsl declaratlions theit their African teérriforiss weould resirict

exports on the basis laid down by the Agreement. Fhe Republic of

s

Kenys was then a colonial fterritery of the United Kingdom and therefore
the gofles export frade wsz mapsged in sccordance wiith the polliey ef

the Unlited Lingdon. The Upited Hingdom governmenit prosised o sasurs

that exporis of coffes from Zenye, Tenpgenryiks snd Ugsunds during the

agresment year did not exceed 2,262,000 bage. In June, 1960, the Board

ef Divectors of the International Coffee Agreement agreed to increase

[« ]

bage (75). Thus the three East aAfrican

this export figure to 2,64

territeries st the time shawved a Joint export gquets.

Ww

In 1960 Britsin wae successfully persuaded to join the sgreement
on behslfl of her coifse produeing territories. By %% iz %time, the

socounted for

9}:%

sent had a membership of 28 producing countries which

90 per cent of the world exportable production (74). The only
sipnificant exporiers who ressined cutaide the Agresment were Ethiopia,
the Belpgliue Conge and Indenesia. Zhe minor exporisres who romained
cutside 1%t included India, Yemen, Huandas and Burundi.

The trasnsformation of the Latin American Coffee Agreement into the
Intersetionsl Coffse Agroensni incorporsied provisions thet furnished 1t
with grester flexibiliity. Yhe Agroessent wes essentislily oi the expert
type But the operation of export quotss and thelr sensgement had great
fiexibility. Thus in 1360 and 1967 the participating countries with
the exception of Brazil and Colombia had no real fized guotas. They
were given the eption to export either the maxigus anmual exports for
any one year betmueen 1949 and 1958 or 88 per cent of the then current

snanal exporitable production (74).
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Thepe ayrangenents were not slaborate snd the sbssuse of methods of
snforcenent made the Lpreement heavily dependsat o8 the goodwill of the

periicipating nesmbors. The co-ordination of marksting policies zmong

‘m

&fripan produeing couniriss was vesied in the Inter~ifrvicen (offse
Orgenisation which was formulated in 1960.

The Latin American Coffee Agreecment provided for the establishment
of an isternationsl institution o study preduction., cossumption, and
parketing of cofise. ¥or this purpoese, the Intersmatissel Coffes EStudy
Group vwas formed in June, 1958. The Coffes Study Grouwp survived ail
the chenges that transformed the Latin American (olfee Agresment to an
intevzational one. In Hovember, 1958, the Study Group scughit assistance
iz their studies frow the Food and 4gricuitursl Urgenissilion of the
United Hations. The latier fusiitution sgyreed $o su-operats snd in
1961 completed a production and marketing study which covered seversl

gpecias of the eeffes indusiry. The siudy indicated that the co-
gperation of both consusers snd producers was esseatisl isn ths form-
ulation of an effective internstional stabilisation scheme (73).

In December, 1961, the Goffee Study Group distributed io
governments a preliminsry draft for an agreement of o more peromnent
nature which would incorporasts importing and exportimg countries {(75).
In March, 1962, the Group debided to request the United Hations to
gopvens o Goffes Coifervence is nepoliste s comprehensive inter-

£

Bstional coffee ‘pements 4 twelve-menber commitiee was sppointed

iz the meantine to study and rstionnlise smetters arising fros the
prelicivery dreft of the sgreeusnt.

After the Umited Hations prosised suppori in the assgotistions for
& more perganent internmatisnsl coffee agreement, the Coffee Study Group

appointed a co-ordinating and drafting committee {76}, The Commiliss

was compoesed of five ecoffse preducing and five coffse importing countries.
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The proeducers ware represenited by Brasil, Colombia, Ivory Qosel., Hexice
and El Salvader, while consumer interesis were represented by Sweden,
France, Itsly, the United Hingdor snd the United States of smeries.
The comuiitee produced s yrelisinery docusmeht which, afier szose vrevisien
by yet another committee of twelve, became the basis of the present
bgrespant.

The Uanlted latieons Golfes Conference. whilsh was held in Ssvw York

between 9th July aand 25th August, 1962, zgreed on the busic text of an

International Coffee Agreement. The coffee producing sand importing

seuniriss who wers willing %o colisborate were reguested o sign the

3

Agreement by 30th November, 1962. ﬁg this date, 5% governments had

in the Agresment. The Agreemont came

shown willingness to

into foree provisioanally on 1st July,

27th Decesber, 1963.

Stk spril, 1963 (77). It also declared

to Henys snd her other terriiosiss whose

7.2 The 1962 Iaterastionsl Coffee spreement.

“he Internntionzl Coffees jfgresment ls 2 price stebilissition sehens

It iz zdministered by the Iunteraaticnsl

of the sxport guots {ype
Guffee Council, vhose sept iz iz Lendon zud 2% 4s & body shieh

The Counell 22 sssisted by as

i and werd seelinge, voilss are

and imporiting gouniries. The

wkitutions iz five full yemrs but
could be extendsd asccording %o the provisions of the Agreement (77).

The principsl objective of the fAgreement is {o achieve reascnable balance
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between supply znd dewand of coffee in the leong run st prices
wowld be acceptable to bolh consusers snd produdsrs. The Agrees
to achieve this end meinly by regulsatisg the flow of colfes éﬁ?&fﬁﬁ.
chief producing counirvies znd the flow of lsports to the priascipsl
consuning e%a%%xi@ga For the purposes of the Agresment., the worlid was
divided into two categories nasmely the traditionsl and nop-traditionsl
markets.  These are often referred Yo ss guota and non-guota markets
The guots and non-gsotsa countries are iisted on

and O respeciively. The traditional markets fsclude all

the epuniries where coffse iz a traditicsnsl drink snd consumpition is

The pop-traditionsl meriete include those countriss whers

for wavious ressons lumport flgurss sre low snd coffes consuspiion is not
The traditional coffee markeis are chsracterised by low price
elasticities of demand. An F.A.C. study, published in 1961, confirmed
thism Taet for ssversi coflee marieis whileh included the United siantes,
Switzerlsnd, Sweden, Germany, Finland, Denmark and Argentina (73}. The
results of ithe study are shown on Table 7.2.1- The Table shows price

zund iusome elastizities for selected countries. The elasticities wers

caiculeted uaing tise geries soffes fmperi dats. The Tuble shows that

srige slasticities were generslly lower than income elasticibiss. Low

ricity values were also reported inm the F.5.0. 1964 Commodity

pplement ). The price elssticity of demand for ccffee

port and retall Jlevels in developed counitriss was

@
o

(34
b
g

e
@
e

4 at -0.20 and-0.34% respectively. From these results it would

guffee consupuption in these gountriss is prowably more

infigencsd by income than price chanpes. the consumption of coffee is

vy the use of goffes substitutes. For instange, large

ek, Italisn spnd Cermsn consusers insist on adding



TABLE T.2.1.
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PRICE AND INCOME BLASTICITIES

FOR SELECTE

CO

THIES, CALCULATED

Counbry Period ﬁ&?@?@ég Caleoulated 1958 Coefficient of

Elasticity Bet%?%iﬁa%ien
Price ’Eﬁﬁﬁﬁé R
frgenting 1935-58 ~0,26(£0.04) | +0,62(%0,12) 0627
Canada jg;z;%% £0.27(20.15) | +0.56(20.09) | 0.922
Dermark ;gg;:éi & ~0,32(%0,06) cos 0.437
Finland Yosaah | =0-24(20.05) | +0.57(%0.06) |  0.885
Germany g’g?;g;f% ~0,45(%0406) | +0.52(£0,10) | 04815
Greecce iz‘gigg & ~0.40(20,11) 20,31 (£0.18) 06476
Ttaly' 222;;2& ~0,61(20,13) | +0.72(%0,12) 0,759
Sweden' ggﬁj;gﬁ & | w0.25(20,06) | +0.26(%0.08) 0,468
Switzerland }§§§I§’§ b1 0,28(0,09) | 40.68(%0.19) | 0.402
United States Egzgzéé & -0.29(%0,05) %Qeﬁz{igééi} 0.824

i

“for these cowmbries.

Za

SOURCE. FehoU.

A +ime varisble was slso included in the

Bob significantly different from zZero.

The World Coffec Economy.

Series o. 333 Rome 1961.

regreusion equation

Commodity Bulletbin

E?e 310




substitutes like shlcery and fige o thelr noifes to keep down the coat
of Ylends. Iz severzl trnditionsl merket couniviss., cuffse consumpiion
iz discoursged by high wetell prices. The prices are kept high by -
veriety of trade devices which include tariffs, quentitative restrictions,
¢onsunpticn tax znd espire snd soleoniel preference arranpenenis.

cofiee markets are characlerised by high price

Phe nop-tradld

itdiesn. But the low incosmes per hesad of pepulstissn ian

P
ol
fpoter
o4

and insonme elzei
sost son-traditionsl markels sad the facet that coffee 15 mot 2 traditional
buverage conditute obsiasgles %o consumption. These characteristics are
alse typlebl of sarkets iz post ooffes producing countries. Bowever,
coffes consumpition continues to incresse as per copita incomes rise and
particularly in the urban aress (73).

In the gquest for methods to siabilise the coffee market, the above
charscteristics required the Intermatioannl Coffee Agresment fo adopt

different measures in the traditionasl and non-~traditionsl muarkets

Conseqguently while esxporit guotss were negotiated for the tr
sarket, no coffes quota limitations were deemed necessary for the non-
traditicnal nmerkets. Besides regulating exporis and Lfaporits, the

sment resorited to other stabliissiion devices whichk inglude resirietion

Lgre
of further coffee plenting; eancouraging coffee rwalisevs te shift from
eoffes production io other forms of production; ensocuraging ssffee
consumption through promotion snd advertisiag: discoursging the use of
gofifee substitules snd negotisating the removal of coffes Luport snd expnet
dutiess: consusmption tozes on ¢ofifes snd such other ohetances fo
consumption (77).

The isgreecment states that its objectives will be aschieved under
condiions where the genersl lsvel of coffes prices does pot decline below
the gemeral level of such prices in 1962. The coifes prices vecsived by

ench expoeriing country devend on the quality of her wifse. Tuere are
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punerous goifes grades BBt the gesaersl §§éz@‘§z$@§%iﬁﬁg of the Agreement
mede noe refevence to spegific ppice and gredes. The shsengs of spseilis
price provisions lan the Agreement was rectified by the International

fzrch, 1965 by adopting s seami-automatie mechanism for

foffes Counsil 4w
adjusting export guotas te price changes (78). The semi-sutomatic

wechaalisn wes adopted o suppert sn indiesior price rauge. If the daily

priee of coffes, fakep ower » pericd of fiftesn woriing daye. was below
the lower lisit or =bove the upper limit, the Executive Board wes
suthorised to zale zdjustocnits ip export guoitss. The adjustusnts were
allowed up to 6 per cemt in the first guarter of the yesr, falling to
%<5 per cent in the lasst guarier of the ysar. The priee range for the
year 1964/65 was from 38 to 44 §3M, cents per pound of ¢isan coffee.

The fndicater priece was to be ealoulated dally teking the avithastic
mean of the Hew York prices {(exz dock for prompt shipment) for mild

arabliess, unwashed prabicas and robustass. it was sgresd Bhal prices of

clean soffee itypes sBd gredes sdequately reflected desmand sonditions for

21l sther gedfsss. For uild srabless, the prices of Sslvsdorean Centrsl

Stendeyd, Custanslar shad teien together

were $o be averaged unwashed arsbless,
the price of the Brasilisn coffee grade Santos & was to be taken while

bumtas the average price was to be calculasted from the prices of

Angolan Ambris 244, Ivery Coast Superior 2 and Ugands Hative Standard {78).
Ia August, 1966, the International Coffse Council made improvements on
the sesi-aubomntic machanlise for sdjusiiag export guotss to price changes.
The Counell o 2?&%@ that in futures o ﬁgg@gﬁy}w%g @gﬁg}yg g% %%{ﬁ 314 be tied
to the price performance of the type of coffee it sells. this, in effsct,
mesnt that a3 country can szpori more than its basic guots plus bonus,
should the price of its cuffee rise re ? atively to sny other coffee types

11l coffses mere divided

fi

{79} %o facilitate export gquota adjustmenis,
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inte four brosd guality fypes: thes "fleor' snd "eelling® prices were
fized for each itype. If the price of any of the fouwr main coifee types
fell ecutslide the prige limils for 15 days consseutively, the szport
guotas for the producsrs affected wonld be regulated asccordisgly.
The robusita soffees fell into one c¢offee type with *floor® and

teeiling® prices of 30.50 U.5. ceats per 1b. and 34.30 U.5. eents per

syies wers lump-

1b. respectively. 411 arablcea coffces from Central 4
P

ed inte ons group with *floor® and fesiling® prices

per 1b. and 41.50 U.35. cents per lb. respectively.

izal Preziliss

coffee grade, Samntos 4, were considered to adeguately refiect dJdemand

changes Tor all uvnwsshed arabicss. Theprelfore windsus snd maxisus price

>

limits for Zantos 5 were set at 37.50 ¥.5. cente per 1b. and 41.5%0 U.8

cents per 1b. respeciively. The corresponding price linits for wEre

3

43,50 B.8. cents per lb. and 47.50 U.5. cents per 1b. [Details on the

£

winieue snd maxisus prices for the four coffse types are shown on Table

Fedode

&

The highest quality srablica coffess fell inie the

E cntegory.

Mz;*

Thae high and conseguently plaesd in this

top quality group. For th z& reason, the Kenyan coffee eaport quota :

e regulated 1¥ the srise of | : happen to regelin culside Lhe misnlmun or

wazisws syiee lisits for 15 consecutive days-
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TABLE 72020 MINIMUM AND MAXIMUM PRICES FOR THE FOUR COFFEE TYPES

Coffee Type | Minimum Price| Maximum Price Price Range
3.5. ctSQ §.Sa eﬁga g.s. 6%80
per 1lb. per 1b. per lb.
1 Colombian
MaMs 43,50 47,50 L.00
2 Central
dmerican ,
Milds 40.00 b 50 Le50
3« E“faﬁi&’s
Santos & 37.50 41.50 L.00
iy Bobustas 20.50 Bl 50 &, 80

7e3e Alloeation of (cffee Quota for Kenysa.

At the time when the Internaltional (offee Agresment was negoiiated
Kenys was a dependent terriitory of the United Hingdom. Her government
therefore, had no mandsie to determine her foreign policy and could not
participate in ianternstional forums. However, the government of the
United Eingdonm signed the Agreement and made the necessary declaration
under the terms of Article 67 (77), that the Agreement would extend to
Kenya. Consequently, Kenya was granted a basic quota of 516,835 bags plus
annual exporits of approximately 101,607 bags to Britain. These arrange-
ments were binding to the government of Kenya as long as it was directly
responsible to the government of the United Hingdon.

On (Z2th Decsmber, 1903, Henyas became an independent counitry and there-

for gualified to deal direcily with the International {offee Organisation.



BASIC & IHITIAL oUOTAS

BASIC
quoTA

ANEUAL
QuUOTA

ANWIAL
EXPOHT

QHOTA
EAPRESSED BB
BASIO auore

TOTAL

KENYA

45,530,183
546,835

45,530,183
516,835

45,876,183
516,835

132 1b.

45,732,622
5414667

G akbi W SeE umy ofes wEl s w3

475,506,518
530,629

ke s il sy Ge usEc ses s ey

43,700,000
487,430

Por Conk

100.4
990

s . W AN e R ey e

10434
102.67

9525
94431

SIRGE:

AT

%@zg %3@ Bo. §%§ %%&%ﬁg i%i%ée

 Bull, of Agrieultural Feonomigs snd Stetisties,

The Coffes Yeor cturds on i8%. Uoteher of sach Cnlendsr Yeer
and ends on 0th. Septenber of the following year.

In thisg

Chapter 1963/64, 1964/65 eto. vefer to Coffec Years while
1963, 1964 sto. refor to Calendar Years.
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After this dals Ythevelore. ihe governssnt @ﬁ‘géag& decided %o consult
the Orgesisstion snd negotisle sirvesh conditions usder which 1% could
assede %o the sgresment. Buring the eourse of the pegotiaticns however,
the governsent usnderiosk Yo fsie inte considersiion. bBhe provis &@&% 5 4

s

the sgrecment when forsulating sstionel soffee ﬁa?gﬁiﬁﬁé,% & produstion

peliciss. In August, 1966, at the snnual pgenersl meeting of the

Internationsl Coffee Urgenisation, Kenya signed the igresment.

z

Feh. Basic and Initisl ¢motas.

Yhe basic exy a%ﬁ guocta alloested toe Kenys under the Agreement was

516,835 bags. The guots hes not been sltered since the

inte operstion. The Intersstionsl fﬁ ree Counpell uses the basle

ey

quotas to determinme the volume of sunual exzports for each member

couniry. These guaniities of coffée exports may be sliered during the
course of the year snd are therefore usually referred to as the initial

anweal guoctes, § PP TS U e e s D Table

asic and intitisl guotas for

¥enys dand-other memberscountries taken as a group.
4% its first session, the Internstional Coffes Uounell esitablished

initizl sanusl quotas for the Coffee ¥Year ‘st Colob

September, 1964, at 99 per cent of the basic guotas o©

The Lnitisl export guote Ifor Kenys was sst a while the
total sunual quota for sll participants rese to 45,732,622 bags-

buring the course of the year, some countries were granted additional

Theveforve, the total initial quots was

&igﬁéf}ﬁ :ntly exceeded at the glose of the yes Thus nt the close
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of the year in 1964 the export guoita siood at 1W00.% per cent of the
total basic expori gquoia. Benya did not experience hardehips in
@lsposing ber crop and therefore her volume of exporis ressined fized
gt 99 per sent of her basie guois.

In August, 1964, the Interpational Coffee Couneil fized the total
initiasl gqueta for the year T964/65 at 102. é? per cent of the basic quotas.
The actual export velume fdr the year was 47,506,518 bags or 104.34 per
cente of the basiec quota. The initial quota was exceeded due to export
guota adjustments which were granted to some member countries which had
ﬁ%%z%%gaéﬁ heavy crops. Phe Lnitial ezxporit quets for Xenys was fimed at
530,629 or 102.67 per cent of her basic export guota (81). Kenya did
a@% ebitalizn any inltial guols sllsretions during the peried. For the
year 1965/66 the initisl export quotas for XKenya and all members as a
group were fized mt 487,430 bags apd 43.7 million bags respectively.
These volumes of exporis cerreaspond to 94.31 per cent aund 95.25 per cent

of the basiec export guctas.

75 Emport guotas snd Keunyan Share of Horid Coffes Erport Prade.

=

The toisl basic quota for 1963/64 of 45,530,183 bags compares with
& basie ezmport gueta for Kenya of 516,835 bags. The latter was
therefore fized at 1.14 per cent of the totsl basic quots. This share
of the total basie export gquots may be compared with Heaya's share of
the world coffee export trade before ithe igresment casse inte epsration.
The growth of Kenya's share of the world coffee export trade is shown on
Table 7.5.4%. The volume of export trade for Kenya in 1961 and 1962 was
$.2% aud 1.%12 per cents respsetively, of the world coffes export trads.
These relative values sompare with 1.14 per cent which was the share of
the tolsl basiec export guota. It would sppesr. thersiore, thet the

United Eingdon managed to anegoliste for export guotzs for Kenys which was
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comparable to her previcusshare of the world coffee export trg&éo

In 1963/64 the initial export quota for Kemya was 511,667 bags and
compares with the totsl annusl exports for all member countries of
L5 732,622 bags. Therefore exports from Eeaya accounted for 1.12 per
cent of total annual exports in that year. In 1964/65 the tobal exporis
of all member countries was 47,506,518 bags and this compared with
530,629 bags for Kenya. In this year, the Kenyan shave of total export
trade was 1.12 per cent. This per cent share remained the same in the
year 1965/66. Therefore the Keayan share of the total coffee trade

that is administered by the Agresment appears to have remsined the same.

7.6 Repulation of Trade through Guarterly Quotas.

The flow of coffee exporis from the producing countries to the
Ctraditional coffes ﬁargeﬁkis not only regulsted through annual quotas but
alsoe through a guarterly expori guots system. The initisl annual and
quarterly quotas are shown on Tables 7¢6.5, 7.6.6. and 7.6.7. The
tables show the total and quarterly guoias in each year for Kenya and
other signatory countries taken as a group.

In 1963/64 the coffee quota for Kenya during the first, second,
third and fourth guariers of the year, were Ifixed respectively at 1.37.
1e2hy 0.93 and 0.92 per cents of the total quarisrliy guotas. Therefore
a relatively higher proportion of coffee export trade for Kenya was
performed during the first two guarters than during the last two gquarters
of the coffee year. This patiern of export trade was also exhibited by

the distribution of quotas during the 1964/65 and 1965/66 coffee years.

T+Fo Export Guots and Proeduction.

For three consecutive cofiee years, since the ingeption of the

Agreement, the basic export quota for Kenya remsined constant in spite of
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thanges in vroducticn. The relationship between the basice quota, the
initial annuel quotas and totsl production is shown on Teble 7.7.8.
In 196%/6L the basie and initial annual gquotas were 70.02 per cent

and 69.3%2 per ecent of total productissn. The incrsase in production in

1964/65 without sny chamge in the basic export quota reduced the
proporiion of total production that was covered by the basie export quota
to 68.00 per cent. Heowever, the initial snmual quota in the same year
was raised to cover 69.82 per cent of total production. Therefore the
Kenys Coffee Marketing Beoard had %o divert appreximately 30 per cent of
total production to domestic and mon-traditionsl markeis.  The

corresponding figure for the year 1963/64 was approxismstely 31 per cent.

In the §agi war poricd, effortes %o stabilise the coffse markst were

initiated in Cctober, 1957, by seven Latin imerican counitries whisch are

seually referred fo as the *Hexico Club.* ?%%y/f%gﬁééég%é,%%% Hexico
Agreesment vhich was evenitualiy transformed ints the Ihterastional Coffee
Agrveesment af 1959. 1% was through the fpitistive of contracting parties
of the latter Agreement that the 1962 Internstionsl g@f?&@‘ggygeﬁagﬁ was
negotiated and finslly ratilled. ¥he spgreement included the prinsipsl
enffes produsing and lamperting eouniviss. The psrtieipsting partiss
mgreed fto regulate goflee exporis snd fvporis accordisg %o the directives
of the International Coffes Council.

During the sarly steges when siabilisstion efforis were initiasted,
Kenya wae a dependent territory of the United Eingdon. The zoverasesat
of the Unlied Uinpdon was vesyponeible for ber foreige affzive until she
became independeant in 1963.

When the goverament of the United Eingdom decided to Join the
4959 Internationsl Coifse Agreesent, she negotiated for & Joint coffee

guots for Zeanve. Upsnds and Toaganyliks. This could uot be repssied in
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negotiations for basic export quotas during the formulsiion of the 1962
International Coffee hAoreement. However, as Kenye was still s
dependent territory, the govermment of the United Hingdom orgonised and
%&%%3%% basie export guoeds negotistions on her behalf. Eenys was |
slloested o basic export gquots of 516,835 bage, plus snanal exports of
%%%?éﬁiﬁ%i@ig 101,667 bags to Britain. The Keayan share of the
g?aéé%i@ﬁ@é goffes mariet, whiek then gaspe usder the conitrsel of the

spared favourably to her share of world coffee trade befuore

=

a

roesnent, oo

the sgrecment csme iunilec @§@§§%i%§e’
The basic export quota allocated to Kenya was fixed at 70,02 pericent
of total coffee produetien in 1963/64. This value dropped to 60 per

cent in 1961/65.
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he economic benefils which may be reasped by the Kenyan coffes
industry as & resull of Jolizing the Lgresusnt are discussed in this
ghanter. The 1dunitations of obhioining such benefils are siso szamined.
The analysis is follewed by an appraisal of alternative marketing

=

iniang

arvsngesuents that night be adopted in the event of Zenye rews
sutside ithe Agvesmeni. The possibllities of the coffee industry being
faeed by mounting mearketing problese ze & result of nen-poarticipation
in the Jgresnent ave exsninsd. The poasibllity of decliining coffee

sales in the traditional ceffee markets asnd the doubtful ability of the

Havreting losrd Yo develep sliernsitive markete would iz porbticulsy

affest the provess of transforming fraditionsl sgrieultursl production
te mavketepriented produciion v the Afvican ferm peoter. dhe

ghapter snde wilh s theoretiesl sodel on the delersissnts of gains in

N wmonepsly situstion

o

8.1 Possible Geins froe Perticipation.

‘The goffee economy in Kenyz and slsewnhere would be Benefisially

affected by the Internstionsl Golfes Lgressment if iis objoctives wars

w%i
&

sehieve The benefits of the Lgrocwsenit were csmbodied in the

declarstion of its objieectives: vwhiszh may be broadly susserised am

feliogpie
{1} %o achieve = reasonsble balance between supply and demand at

prices which would be ascceplable to both the producing and

copsuwing countriss;
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{i%) to slleviate econcmic hardships caused by excessive fiuctuatiocns
in sofive prices spd surplus coffes siocks which may be held in
ezporting countries;

{iii) to coniribute to development of productive rescurces and thereby
ineresse cuploynent, nationsl income and natisnsl welfure in the
producing countriss

{iv) to sssist i dndrsssing the purchssing pover smongst the cuffse

aexportisg csountriss through incressed consumpiion:

to sssure sdegunite gy gonsuners and sorkets o

oy
af
s

producers;

{vi) to further international co-operation in the interests of
stable trade and in recognition of economic interdependence
between the coffee exporting and the coffee consuming countries.

These chijectives were %o be achieved largely through expert

reptriction, regulation of flow of irade bstwsen the Bwajor producing and
Szmporting couniries snd Tlizelily through 8 ban on nevw pleaniing of ceffee.
Bowsver, veplacement of 0ld eoffes tress or desd cpes zsy be ecorried out.
This provisicn iz one of the beele weslnespes in the Agressent, bessusse
farmers were left free $o replace old coifee trees with younger tress
and of hipgher yielding verieties. Yhe farser was slso lefit fres %o
enploy other fmpuls ezesyt land %o naintelisn or even %o incvesse fare
production. Thepsiore o coffes planter ctuld saintelin op iporesss his
output by intensifiving the use of land through grester uiilisstion of
ezpital znd sore labour resources. Capital intensive inncvations

-

inciude irvigetion. mechsnicsl culitivation, new wetheds of pest sand
disscse sonityel snd inftroduetion of new verieties.

ench coffee exporting counntry. its cconomy would be bemefited

& were inslsstia. nder

by export resiriction if its fereign dems

gueh conditions then. supori restrisiion sould have s proteciive effect



en productlion, improve the terms of trade and the balance of payments,
effect & ye-distribution of incowes batween the consumers sad producers

snd alsc stiselate growth of the nsticnal lncomes. Bowmever, ithe

i&??@%%@%ﬁ% in the terns of trade is counter-balanced by the coasunpti
gffent. Shis sipnifies the reduction of coffes consuwsd in the
dmporting countiry =s s consequence of higher prices.

Under conditions where the foredign demand curve facing an exporting
country is elastie, the benefits of export restriction depend on the
soustryts parginsl produstion cosis. ¥hile the aggregste demand facing
sil coffee producers zs & group may be liuslastie, the demand curve of an
individual producer is likely to be more elastic. Therefore the Inter-

sational Goifes Agressent will ashieve Limited sucsess 47 the

ivelastislily of aggvepste demend and inelssiicities of fndividusl exyorit-

ing countries sro oversstimeiasds #hile some statistiesl anslysis on
the aggregstie demand for coffee in some fraditionsl markeits has been
done, there has been virtuslly ne coverage on elasticiities of foreign
demand fecing individual coffee exporting countries (73). In the
abgence of puch inforastion 1%t is 4ifficuilt to stabe the sxtent $o whick
the zoffse ipdusiry in Renys wounld bensfit frew export resiriciion.

If it iz assumed, (1) that the relevant portion of the marginal
eogt function in the production of Kenyan coffee iz upwevrd sloping:
and (2) that the sggregate desand funection facing sll the coffee
produserse a2 2 grovp is set perfectly elestie; then 1% would besnlit
Kenya to co-sperate in export amd producticn restriction programses as
envigsaged by the Interunational Coffee Agreement. Bul as discussed in
Chapter 3, 1% would appesr that the marginel cost of production in the
coffee industry in Kenyz iz well below the world coffee prices

Therefere coffee producers in Kenys would benefit by ezpanding coffee

auntpute



If programsmes to incresse ocuiput were launched in Henys znd in
otker coffee producing countriss zmhich have similsr conb-prise
structure, the subsequent inerease in coffee ocutpyut would force down
the worid soffes prices. fhis would eliwinste some high coni coffse
producers and eventually result in s new coffee supply and demand
eguilibrium but at lower prices. It is difficuit to determine what
the new eguilibrium would be and bow long the adjustment process would
take. Thereiore in conslidering sueh a gproduction peliey, the @%ﬁﬁégi
factor would be the financial ability of the counitry to withstand &
period of low prices during the zdjustument procsss. Buch & proceoss
would most likely start ouce the Internstionsl Coffes Agreement
colinpses.

Although soifee produsiion in Ysnys iz considersd ?%3%%2?%@?
efficicnt, there is s8till roop for laprovement. By Jjoining the Inter-
sational Coffee Agreement, Lenys would qualify for sssistence in her
gffortes to fmprove efficiengy in ouifse §?§£%a%;@g. The Agreeument
provided for the esbablishment of the Internztional (offee Fund from
which developuenit cepital would Be avelilable for investument in
prograomes thet ave designed fo adjust coffee produsiiscn to sarkst
denand {(77). The Internaliensl (offee Crganisation, working in co-
srdipetion vilth other internstionsl sgencies has been contributing
experience andéd funds towards sclving the problem of diversificsation in
goffee produstion. fmen other internationsl sgenslise lnslude the Food
sud sgricultural Orgeanliseiicn of the United Hatlons and the Internstionsl
Bank for Rehabilitation and Development {78).

Development capitsl mey be profitably eamployed iz the Henyan coffee
industry for the followlng prograggssi-

1. rehabilitetion of coffes estates and plantstions to replace old

coffee trees with young ones which would reduce production costs;



Ze diversification programme for farms in the highleuds where Coffee

B

Beryry bDissape is severs, to snable s somplete s8hift of resources from

coffee production to oiher enterprises;

3. diversification prograsme for arsas in Hyanzs aund Yesteran Provinces
where yroduciicn of sreblies snd robusits coffess bas never boan
sugeessfal;

4, rehabilitation and diversificstion programse for aveas of the
Enntern Heglon where replanting prograsses may be underSsken in sone
asréas and st the seme time 210w some farme to move oud of coffee
production in mavginal coffee areas;

5. diversification pregrasse in arvess of the Hift Valley Frovince to
enabldcgrop and iivestoek enisrprises to replece soffse produstion;

6. plans te widen the svope ¢f research in coffee production and to
imvestigele the pomsibilitiss and problenms of shifting resources
from coffee productiocn to economically higher yielding or egually

profiteble alternantives.

8.2 Penalities for Hon-participastion.

In order to prevenlt ncp-members from increasing thelr exports to
the freditionsl mavkets al the sxpense of menbers, the participating
importing countries undertock te implement the provisioms of Article 45
of the Agrsesment fo linit lzporis from non-members when advised by the
Gouncil. During the first ysar of the Agreement the participating
importing countries agreed to limit importe frosm non-members ze & group
$c the averaze level of imports recorded in the three years priocr to the
year 1963/64. However, 11 was recogaised that sose laporiing countries
may fzce doport sdivsisent problems sispee they had contrasgted Milstersl
or suitilsteral srrasgezenits wilth son-menber couniries. Yherefores the

Agreszent silpulsted thel sueh inporting countries should continue %o



honour trade obligstions il they were contracted prior to 1st August
1962, This was permiseible on condition that any such importing member
earried out its obligaticns in such a way as to minimise conflict between
them snd these of téﬁ.%§?$%%§E%a4 Such an izmporting country was also
reguired to inform the International Coffee Council of its contracts and
detaile of its conflieting obligations ss well zs steps ftaken to minimise
or eliminate them {75).

The government of Kemya does not have bilateral or multilateral
coffee trade contracts with any imporiting country. The prowth and
imporiance of the chief sorkets for Henyasn coffee for the period 1952 %o
1962 iz shown on Table 8.2.1. The table shows luporits of Zsunyan coffes
expresasd ap per cent of tetal fzporits iz her priscipel markets. Far
the peried 1960 to 1962, ihe nine markeis accounted for 92.5% per gent
af betal szeoris. The bulk of exporits during this periocd were absorbed
inte siz chiel zarheis. In erder of lumportesnces the siz enlef marbeis
were West Cermeny. the Unliled States of Americs, the United Eingden,
Canade, Betherlands and Sweden. These accounted for 86.78 per cent of
average coffee exports during the pericd 1960 to 1962,

The aine major markeis shown on Table 8.2.1. were in countries whose
governments signed the Internationsl Coffee lgreement. If the goverament
of Henya decidsd nmot fe participate in the Agreement in the sbsence of
bilatersl or muliilatersl %rade srrangements with governsents of these
major coffes markets, then implementation of the provisicns of  Article 45
of the Agreement would affect the growth of these impertant sarkets.

Under such sircussiances, the goffee Lndusityy in Remye woiuld have to

re=fproviate its mavhkeling poliey. This would ke ianfivenged %aéﬁig by

tws parketing slternabives:

1e Develop sales technigues that would expsnd coffes ssies in the
traditional market st the expense of other nen-signsiory countries.
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The sigrstory coffes lmporting countries gave an underinking to 1imit
inmports from pon-member couatries as a group, at a certain level when
ssked to do so by the Internatiocmal Coffee Council (77). They did

give an undertalking %o liwit coffee imports of iadividusl non-member

couniriss at & certain level. Therefore by mezns of agreselive sales
technione, non-senbesr goffee exporiters could expand thelr sples in
the traditional merket st the expense of other non-member exporting

gountries.

£« Launch sales pregrammes to develop alisrnstive merkels cutside the

traditicnsl mavrkel to faziiitele the dispossl of thet perticn of the
erep which cannot be seld v the ¥radiiicnanl markets.

At least some ainimum selling effort would be necesssry to saintsin
the volume of ssles in the traditionsl market. In lsunching advertising
and promotionsl programmes, the Marketisg Hoard would lfuzeuwr bigh capiial
gzpenditure. It would also have to recruit trained staff. The present
expenditure on promotiocn and adveritising is largely spent on the
traditional coffee markets. Yhe task is perforsed by the Henya,
Tongenyibs and Ygends Coliee Industvies, wvhich is n pubilielidty orgenisstion
based on londons The srganisatisn reseives fimenciasl contribuliocns {rosm
¢offee industrics of the three Rzst African territeries. In 1963%/6% the
eoffee industry in Kenya contribuied £20,151 (82). The smell size of
this ergenisstion, its divided loyslitiesn asnd multiplieciiy of its advertis-
ing and promotional prograsues, cast doublt on its suifability in launching

g for Zenyan coifes-

The present smerketivg isstitutions mey not be particulnrly sulied o

S5 Coffee muporiers are predeslinanitly of

new pavrkel developmsant prograu
gither Darepesn or fsian dessent. Yhey are lsrgsly slither private
foreign firss or representatives of foreign companies is the major

- %

igporting countries. The coffee deslers sre liceansed by the Harketing
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Board sad thelr intereste sre expressed through the ¥ild Coffee Prade

Adssocistion of Zastern Lgricss These mevketing asrrangevents hove

divorced the Marketing Board frosm aetive participation iz export Trade.

There would be nc need for the Board to incur expenses on the development
of new mariets if coffee delivery smay not be assured. Therefore the
development of alternative markels would either have to be dome with the
support of the trade Association or through z new marketing institution.
The major markets for Henyan coffee not only sbsorb & large volume
of totzl ezporis but alse pay relaiively higher urices. the Coffse
Harketing Board bas over the years improved coffee processing techaiques
while the Colfes g%%ﬁéggéﬁﬁﬁgﬁ i%e resesych and advisery roles has
saphasized on planting snd development of high guality coffee varieties.
As 2 result of these efforts the coffee indusiry is to & large extent
specialised in the productiocn of high quality coffee. The three top
coffee grades are A4, A znd B. Guantitatively 4 and B grades are the
most important and jointly sccount for 45 to 70 per cent of total annual
production (48). In an effort to diversify export trade it is doubtful
whether be Bozrd could find sliernaiive merkels with urers whoe are
prepared Yo pay prices for high guality coffee that ave gospereble te

those pealised 1n the tradiiicnsl prinvipsl sarkeis.

8.3. Effect of the Decline of Principal Harkets on the Economy.

In the event of Kenye not perticipating in the Iulterpstionsl Coffes
Lgresment, the meintenance aad sxpandion of eoffse szles in the Traditionsi
soffer parket mey present ssrieting preblens ss more snd zore oonffise
asreages cove intoc boaring. Therefore Kenye could ignore the effects of
decreasing coifes sales in her principsl mariets st o great ecopowmic loss.
The conseguences of the decline of the principal markeis for Henyan cofiee

may be showe by comparing the growth and contribution eof coffee export
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sperison is

progesds with receipis of foitszl domsstic szporis. This ev
shown on Table 8.3.2. The table revesis that in earniag overseas
exchange, Lenys incressed her dependence on the ezpord of soffee from
135.% per cent to 32.71 per cent between 1946 and 196h.

The importence of the eoffee indusiry in the ag%i%ait%gg} mector is
also shown on Table B.3.2. The table shows a comparisom of growth and

contribution of ceffee suport proceeds %o the boital proceeds from

f‘:?d

exports of asgricultursl origin. Between 1946 snd %%é%g the contribution
of voffes export proceeds fto totsl procesds from exporis of sgricultursl
origin grew from 16.9 per cent to 38.5 per cent. The toble shows that
the agricultural secter of the sconcmy would be sore eccnosically dis-
rapbed then the scopnony zp ¢ whole 3f the markels g%?y@%ff%% geclined.
Since the traditional principel markets sceount for mors than U per cent
f total exports, it is iﬁg&g%& to conclude that the decline of these
smarkets @ﬁ%ﬁé sye depressing effects on both the sprigeulitursl ssotor and
¢he esconony g& ] %%éié;
The %g?i@ﬁi%@?ﬁz seotor of the sconcly say be divided inte twme,
nemely the large-seale and smelle-sconle farn sesctors The development of
these pecltors bas & histerisel setiing whiceh fransforssd the large-scals
Farm segtor inte the prineipal susort sedior. This expori saoter is
gharacterised by high productivity and despite 1ts smuch smeller ares
?%i&%i%ﬁ te the spell Fars ssetor, 1%t has ressined the doplnsnt source
of foreign earnings in the agricultural sector of the evopony. In
contrast i% the produetivity of the lerge-senle fars sector ls the low
productivity of the ssalliescsle furs sector. However. in recent yesrs
the goversment hss lmplenented development programmes éégzgﬁ%é to
inerease the productiviiy of the smsil~seale farm sector. The object-
ives of these programmes is to itransfors the sector from subszistence-

oriented srodustion asctivitiess fo markel-oriented production sotivitlies.
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Phis trousicrsmstion is highly dependent on the production of export crops.
Loffes prodection has been the key sotivilty in many disiricts shere ihe
gommereisliisation of swell forse hes siresdy siavied.

“he fmportznce sf ¢offee production in the smeil-senls fars secter
#ay be ghown by comparing progseds fron the sele of soffee with the
groes farwm income in this sector. The comparison is shown on Tuble
8e%:3 The table shows that receipts from coffee aceounted for G.43
per cent of gross farm income in 1946 but thersafter the importsuce of
coffee sales in the smallescale fars sector incressed rapidly and
especially between 1953 and 196h. In 1964 receipte from coffee account-
ed for 47.86 per cent of gross farm income.

The distribution of sversge income peor soffee groweyr spong the
coffee producing distriets for the period 1960 to 1964 is shewn on
Table 8.3.%. In 1964 the highest average income per grower was £71.63
in EKismba District while the lowest was £10.18 in Central Hyamza District.

pistricts which received more than £25 per grower in the same year

included Machakos, Meru, Babu/firinyage, Hyeri, Huranga, and Liambu.

The sversge incose recsived by individusl growers in the small-gcale
fore sector may be compeped wiih the average level of wages in the country.
The sasllescale faras sre slmeost exclusively opersted by Afvican growers

and therefore their receipis should be compared wiith wages received by

fricen waps-enrners. Yhe aversge sunual savnings of Afvissn ssployees

in 1964 was £108 (41). The average income of coffee growers in all

producing districie was bolow ths average esrnings of 4fricen smployees

in thalt yvear. But since receipts from coffee in the small-scale faram
sector agcount for approximately half the gross fara income, farmers in
some eoifee Slsiricds mey well have realised gross farm fncomes compar-

able to the average wage esrnings of African wage-earners. This would
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ESTIMATED ANNUAL INCOME

wEram
w FEE w

PER GROVER

DISTRICT 1960 1961 1962 1963 1964
V £ £ £ £ £

Zisii/%eaﬁh.@?aéza» 42,09 2877 17018 15465 19.36
Bungoma 1483 15,01 1715 ?ﬁaéi 11.58
Kskamoga 7.85 8,03 6.33 1212 1229
Central Nyanza 3.39 1,23 2,11 1162 10,18
Kericho 6.40 8.85 5.53 .82 12,69
Taita 12.33 13,02 12,06 10,81 14.98
Machakos 32.24 1736 20.35 17.89 3747
{¥eru 36.75 36476 39.05 12470 48,80
Embu/Kirinyaga 52,88 64,58 62,52 55673 29.11
Nyeri 27,36 46.92 30,18 36,27 | 31.08
Muranga 37.50 46418 48,30 38.76 55.08
Kiambu 44450 53,29 | 18.98 57.68 T1.63
HOTE: In estimebting annual income per grower, the annual datz on

number of growers and coffee receipts as ressrded by the

Department of Agriculture wers ussd.

It was nocesasary to

assume that the coffee plant dees not reach maburity until

3 §%ar§ after plantings

of growers were lagged three years.

Consequently the annual masber




be fessible ip disivicls with other cash srope besides sofies.
The szbove analysis illustrstes that coffee production is zm lmportant

source of income in the smgllesecale fara sector.  But the level of
annusl refturns per cofiee grower is still typiesl of @E%ﬁi%g& of &
developing scuntry. & mejor botitleneek in the growth of growers incosmes
is the physicsl sizme of the coffee holdings. Host of them are less than
one acre and very few are over five acres. The distribution of aversge
serezge per grower ia the small-sonle farm sector for the pericd 1960 to

1964 ie shown on Table 8.3.%. The table shows that even im the primecipsl

Eiambu,

soffee grovisg districis of 4 fgg Bubu/Eirinyaga, Nyeri,

Bungoma and Kisi/South Hyensa, the average size of coffee holding per

grower im 1964 was still under one acre.

The foregoing suelysis shows the degyee to whieh the gountry is

dependent on coffee exporis in easrning oversess exchange whieh is vital

in purchasing capital imports. It further revesls the significaut
proporiion of gross fars income that is accoun | 4 for by coffes recelpis.
This contribelion hes been showsn s be of viltel i%%&f@&ﬁ%% in the @%&izf
seale farm sector to which a large portiocsn of developmental effort is
being directed. In the 1ight of the key rele in development thet coffee
sgpoert trzde must conitizue to play, 2 dselline of priscipsl markets for
Eenye Coffee would have a depressing effect on the agricuitural sector

.

af the sssuony. 4 depressed agrld

cultural sector in a predominantly
sgrieuiiursl couniyy libke Lenys would have unflsveursble elfcecis on

sconomic sctivity of the ecosmomy as au whole.

S.4%. Deterdvinants of gains from ithe Asreement.

Thes monetary gels that ssch menbeyr producsing csuniyy mey reosive zs

z result of possgewent of soffce frade By the Intersmations) Coffes

1eT

o

reenent is dependent on ber export guolia znd the price at which
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brand of coffee sells. Wecent developments in price and susnusl exporid
gquota arrangements have resulted in o price differential systenm based
on categories of raw coffes sund *fleoor® and Teeliling' srices.
Gonsequenily = country can now sell a volume of coffse eguivsient %o
her initial ennusl export guots plus & bonus volume which is dependent
on the movesent of the price of her type of coifes relantive to Gther
cpffes types. The Zenysn coffce has besn plaved in the Loy enifee
cotepery vhich inciudes 1l the bigh guaelity coffee types. Yhe
Colomblan coffes is the dominant coffee type in this category. The
stabiiisation efforis of the Agrvesesmenl are directed st muinteiniang prices
of this top cetegory of coifee Yypes within "floor' pnd Ygelliing® prices
of 4%.50 U.5. cents per pound snd 47.50 U.5. cents per pound respectively.

In order to msintain the price withia the *flicer® and %seiling’
prices, the iaiiisl annual sxpori guois would bBe elther reduced if the
price fells belsw the *Tloor® price or Luncresased when the prise excesds
the *geliing® price. The process of reducing and increasing the initial
ennual sxport guots would resulf respectively in éﬁ& buelld up and
disposal of stocks. There are three principsl conditions that zust be
fulfilled 1if the cpergtion of stocks is to bring some econcmic gains.
Fivst, the demand funeltion for this caltegory of coffse must resain less
thap perfectiy elestic durinyg the duratiocn of the Agresment. Secondly,
the elasticity of demand in time %g when the initisl aanual export
guots iz reduced must be leéss then that ruling at period €§ when the
initial sanual export quotas is incressed thereby eansbling the stocks
brought forwerd from pericd t§ to be scold. Fiasliy., the regeipts from
the szle of stocks must exveed the cosits of handling, storage and
disposal beiween the pericds %§ and tge

The sceononmic geins from coffee dmport itrade that participat

importing countries sg 2 group gsy recelive is dependent on the total
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valume of itrade aznd the prices st which the imports are purchased. Bug

the sgressent includes sil fmporiant coffee exzporters sad these account

for 97.4 per cent of world eoffes exporis. Therefore the nagn
sconomie gains that mey be received by the importing assber countries
sre larpely dependent on the toltzl guota snd prices of eoffes iuporis

E

that they manzge to negediste wiih the exporiing menber countries.

The determizstion of the total export guots and the level of gprices
through bergaining, may be ansliysed using a bilsteral-monopoly model.

In Fig. 8e4.9e let AC be the competitive supply curve of coffes
facing the importing countyries ms & grovp when the exporiing couniries
sye soorganisad. imilerly AYP is the demand curve focing the
exporting ecuniries ss & group when the purchssing activities of
dezlers frew the fmportisg countries are purely competiiive. The
corresponding merginal gurves are respactively MU and HVP.

Given the sbove devend and supnly funcilons assuse that sxporters

e

of ¢offee as 2 group seleot thely optimal export guotas alopg the desund
function of fmporters. The demsnd fusction il the marginal value |
product functiosn. Iz esteblishing thelr optimsl volume of fuporis,
régg importers az a group similarly comsider the supply fumction of

sifse Lncing theu. This is the marginsl cost funcbion of coffse in

©

the szpertliag countrics.

tae reburns from coffee sales. the coffes

in order ¢ n
sxporting countries as group, equate their marginal cost function (BC)
te the merginsl revenue which is (MMVP). Sisilarly, the importing
countries as a group would maximize economic gais by purchasing that guasntity
of coffse mhich paustss the mergisel funetion corrvesposndlisg to the
supply function of coffee {MMC) with their owan marginel vslue product
function (MVP). The exporting snd importing countries eguilibria

constitute respectively monopely and monopsony equilibris Yha
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Determination
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importing countries as a group establish their most profitable teras

and noet HO begsuse they now fade a single seller,

on the basis of B
the exporting countries as = group, and thereiore the supply cuprve of

goffes iz BO rather then A0, which would be the supply curve 1f the
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wonld be §€ and %g while the mosmspely price and veolume of suyporis %@&iéﬁ
be %@ ggé/%%g The monopsony or monopoly equilibria wouls
through negotliations but on cosmdition that one of the negotiating
parties has dopissnt megetisiing strengih. Under such condliions the
dominant party assumes leadership (83).

If the voffee exporiing counivies ss o gyroup and fspoertisg
ecountriss ss apother anegotiated prices and volumes of lmports with a
view of equitsble distribution of gains from the Agreement, then both
parties would be Interesied in megimising the jJoint profii. Gnder such

conditions the negotisted colles ezport guols wouid e Lized ot & level

value product of the laporting couniries as a group.
the fixed ezport guota would be %é but the price would be iandeterminate.
Phis would lie anyvhere between the average cost fumetion (AC) and the

If the price was fized at the

average velus

isvel of spbing countries would eanrs no profis

sad sinilarly 4% the price wes Lized st the aversge velue produsit, ths

G
o>

bt |
&
[
w
B
it

Betyeen thess

importers would get ne benefit from the
Ygero profit® limits §§2% and “gEE themrice would be detersined by

ve bargaining streagth (83).

g
fous
B
i3
fiabe

ining strength may be used not only iz negotiations betwesn

Bargs

coffee exporters se a group and coffee importers as smother group, but



aiss agonpst the produecisg counizivs especislly when distvibuting the
pegotiatsd toisl sanusl export guots. The bargsining siresgth of
nepotisting periiss devends on bolth sconenic and non-egonomic factors.
In negotiaiing the Internstional Coffee Agreement and in subseqguent
bargsinlag for export quotas snd price differentials twe factors appeay

The first factor is the abliity of aegotiating groups

to withstsnd spd Laflist euoncsie logses when bargeining perties fsil %o
eospeur on important provismions of the fsgreemant. fhe othey factor that
#may be taken inlte considerstion is the uncertsinty of costs of non- co-
operstion since these would Be lavgely subjective aznd fnvelve ot only
smonetary cosis but slss Ysoolal snd peliticel®™ cosis. for instence loss
of internstieonsl co-opersiiss.

The factors that determine golne apnd losses Irew pariicipsling or

unt are of ecenonmic, soolsl and poliitical

ot perticipating in the
natures It is difficult to assign quantitative values on social and
politieal gaine snd losses. For this resson, geins snd losses ipcurred

&

ays remain diffieult

&W/ﬂ
E

throvgh participation or sone-pariicipation will =l

to establieh with unguesticnable accuracy.

&

The goffse indusiry would be benefited if the sbieetives of th
International Coffee Agreemeni were achieved. However, the ideal
situatios for the industry in Henve would be thet whleh wenld faciliilaie
soifes producsers to szpand thely woffee cultput becouse the serginsl cost

of production zypears to be well below the worid coffes gricse.

By remsining cutelide the sgreenent, Henye faces the posslbililiy of

principal markets. In an attempt to mminfain ssles, the Coifee




5

i
N

g
in
§

gush progromnes. The probable shrinkage of sales would relsrd the
progess of trassfersing traditiecnsl sgriculiursl produstion inte mavrkede

priented productiorn in the Africsn eolfse producing disiricts.

Apsuming the existence of a bilaterai-monopoly situstioca in the
negotiations of quotas and prices in the International Coffee Agreement,

the hilatersl-moncpoly meodel shows that

dependent on the bergelising strength of 1

gistrimtion of bargeivine sirength svong nepoltiating perities iz

dependent on econonic znd son-ecvonocmic factors. For this reason gains
frow perticipeiing i & ant are alss economie and non-etonomic.

peins and losses is an

w
@
by
i
T

The nop-quantifisble naluy

guantitative evaluation of a2 ezsse for and agelnst pardicipating in such

an hApresment.



BY & COHCLUSION

The zitudy was conducted $o investipgate the structure of production
and marketing of Kenyan voffee and the impliestions to the industry @ir
participating and not participating in the 1962 International Coffee
bpreenent. The degree of é%&@g%ﬁii%g and growth of the coffse
industry were lavestipgated weling weinly Coppock's Log-warisnce method

and lesst squares method respectively. The relastiounshiy belwesn

vericons producilion snd merieiing veriables were eusuined using

regressicn and correlstion sethods spong others. The periinent poinis

of the siudy sve outlined as folliowsi-

9.1+ The %éag@g Coffee Hconomy is characterised by é%& managsrial
aystess of production, nemsly, the largs-scsle fers systen znd the
srall ssal-commercialised fave systes. The growih snd developsent of
these productien systems, uatil recently, were infliuenced differently
by the poliey sf the Deparitment of agyieuliure. The poiley centred
sreund sepavets develszment of Africen snd non-ifrisssn sgriculture.

The poliey aifected the two sysiems of production differently hecause

the smalli %%ﬁiﬁﬁ@?%é?gi%éiﬁﬁé Torss sers predosipantly swaed and
apereted by Africens while the large-scale farme were largely in the
possession of nen-Africans. Besides this policy., coifes sxpaneion
was infivenced by the availability of developmentsl caplitsl which was
enhanced by sulisble systenms of land tenure, morvketing fsstitutions

and high skilis in £= These condlitions were satisfact-

#ma but were viriuslly sbgent sso

orily met in large-gesis s

srell sepi-gommerciziised farass Fhelr scarceity in the iust cztegzory



of farme delpyed repld expensien uniil 1950%s whes effeciive wrograusss

wape isunched to lagresse produetion ssongst Afviecen fasvuevss

coffees acreage:

the end of 196

=ogmmereislised faras. In 1984 the

and sEall ser

the large stale :

k«%’t

latter asccounted for 60 per cent of the tolal acreagss as opposed to
approximstely 0.4%0 per cent in 1946. The average annual growth rate
for the pericd 1946 to 1964 wee 40.63% per cent which rsised ncreages
from 320 to 125,480 ascres respectively. This sxpeansion sompares with
an zanusl growth rate of 0.46 per cent in the large-scale farms which

raised the scresge from 76,400 in 1946 $o 80,500 4in %%é%@

ared with

Ge3e In 1949 the bearing acresge was 60,320 acres as

o

n 1964. This growth of the besring scresge was recorded both

m%

13590

**«,S"
i@eﬁ
b

In 1949

e

% the lurge-sosie and the
the swall sepi-commersislised farms socounted for 057 por geni of

total bearing acreage as compared with 38.62 in 1964, The large soale
farms therefore sceounted for 99.47 per cent and 61.38 per cent in the

same periods.

B

$he incraosges

proporiion of beaving to non-bearing sersage. Thus Ln 1989, 99.29 per

gcent of ftotsl g%ﬁf&ﬁ aere gag bearipg but this %@ 55.34 per

cent by the end of 1964, This frend was slso evident in %@%g the Lmrges-

goale and the swell

the lneresse in novn-besring sorvesge csused the provoriiss of bsariang io
non~bearing acreage to decline from 100 in 1949 %o 86.92 per cent in 196

& = £ opmsmm s e s %y on  exwmen LR conwad Ty ” —
“he corresponding figures for the smell senmi-commereisnlised forss were

In the lzrge-sosle farus



42,67 per cent and 35.08 per cent respectively.
Betwesn 1949 and 1964 the total bearing acreage ezxperienced an

avevage annual growth rate of 441 per cent. The corresponding

aversge aunuel rates of growth in the large soale and asad

=

commergislised farnms were 1.05 per cent and 35.92 pasr csnt.

9ok During the perded 1945/46 to 1963/64 total production increased
from 6,950 to 43,500 tons. This represented an snnval izncrease of
16.47 per cent. The corresponding growth rates in the large-scale
and smsll senmi-commercislised farms were 12.77 per vent and 50.86 per
zent pespectively.

The sverasge yield for the industry rose from 2.18 ewt. per acre
in 1968/49 to 7.84 owt. in 1964/,61 but declined to 7.63% ewt. per acre
in:1965/64%. The average rate ¢f growth of the average yield botween
1948/45 and 19635/6% was 12.%4 per cent. The corresponding rstes of
growth in the large sesle snd small sesd-cogmercisliised farme were
14.30 per cent and 11.57 per cent respecitively. Durding this peried
the aversge yield in the large~scale farme increased from 2.18 ewt.
per acre to B.55 cwt. per aere. This dncresse in average yield
compares with 1.88 ewt. per acre and 6.17 cwt. per acre that was

achieved in the small semi-commercialised farms in the same periocds.

S5+ The instability of production was examined at the iadusiry level,
as well sz at the level of large scale and the zmall scsle seni-
gommeriislised farme. The instability index for the induptry during

the pericd 1945/46 Lo 1963/64 wes 39.1. This value compares with

5G.6 and 47.1 in the large seale snd small semi-comuercisliised farus
respecilively. The funetsbility of production st the industery level was

higher during the periced 1945/46 to 1954/55 than over the periocd



1954/55% to 19563/64. The same pattern of instability wes observed in

the lavge sesle znd susll penli-copmercislised farus.

=

Isstability of yroduetion wae higher in the swsll sewm
%@&@%&giaﬁzﬁeé farms than iw the large scale fsrms during the periocd
S45/46 bo 19548/5%. The respective instability indiess were 65.1 and
47.2. But during the pericd 1954/55 to 1963/64 the instability of

sroduetion in the swell send-pommeroisiised forms was the lowest shen

compared with the large-scale forms and the industry as s whole. The
instebllity indicesn in order of nmugnitude wers 23.9, 29.7 and %%.0 for
the apslil sesi-comsercinlised ferwe, the sconony as o whole snd the

i&f%@*ﬁﬁw&% forps respectively.

9.6. The instability of sverage annual yields was also examined at the
induntry level ss wsll s 2t the level of the two sategeriss of
production systess. Between 1948/4¢ and 1963/64 the instability index
Por the lndustery was HleZ- In the same period the fzsfability index
for the large scule and the suall semi-comsercisiised feorms were 33.4
and 3445 respectively. Pherefore lnsteblility ol the sversse yvield was
highest in the smsll send-comsercialised feras. But when the period
was divided into two, namely 1548/89 to 1954/55 and 1954/55 to 1963/6%,
the imetebility indlices pevepled thet while the sz

farms had the highest instability index for the

1954/55, their instability index was the lowest
to 1963%/64. In order of mmgnitude, the instability index for the pericd

£ ’ s

1948/49 te 1954755 were 31.8,; 32.8 and 43.3 for the industry as whole,




» The Coffee Harketing Bosrd supervises the purchases and sales of

coffee through §%%%?% conferred to it by the government. In1963%/64% the
Board handled s toisl erop of 45,454 tons which was waiued st 815,302,257
ez store, Halrobi. The average net marketing expenses were £5.47 per
top. Phis compares with £5.36 per ton in 1963/64 when the Board handlsed
& total erop of 42,309 tens.

Beuides marketing supenses the Board hass other expesnses to levy

before payving out procesds to %he goffes growers. These include

Geffes Urganisation, the Coffee Board Levy and at times an exporit ftax.
Potal deductions from gross proceeds were £18.88 per ton in 1963/64 as
compared with £8.29 per tom in 1962/63. The total dedustione sore than
doubled in 1963/64 mainly due to the imposition of an export tax in the
Bame year.

$he Bosrd performe markeiing operatiscss slimpst entirely through
prents. The principsl epersitiens include trazasporitation of pavchument
coffee to the hulling snd sleaning mills, trassperiteticn of coffes to
port, eoffes willing, grading =3d ¢lsssificatiocn, sueticaeering of cofles

and payment of procesds to grovers. Fhe principal asgents of the Hosyd

inciuvde the Henys Flanters? Uo-operative Union, Endebess Coffee Mills,

growers Gowopersiive Sccieties snd Unions, the Kenys Ccolfee Auctions Litd.,

the Benya., Tangenylie spd Upeuds Cuifes

Induatries, which ig2 s publisily orgsnisation based on London.

26%5 The total annual export proceeds from coffee inecreased from £1,311,630
toe £15,411,170 between 1957 and 1964. The mean sonusl export proceeds for
the pericd wes £8.02 million snd the total export proceeds increased at an
annual rate of 4.48 per cent over the eighteen yesr pericd.

The instability index for export proceeds for the periocd 1946 to 1964
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was 34.2. The instability was higher for the periocd 1946 %o 1955 than

over the period 1955 to 1964. Phe respeetive instability indices were

41,90 and 20.60.

9¢9. The volume of coffee exports increased spproximately fourfold from
213,810 to 833,710 cwt. between 1947 and %%é%ﬁf The average snnual volume
of exports for the period was W15,500 cwt. and the total volume of exporis
increassed at a radte of 16.78 per cent per annum.

The instability index for the volume of exports over the period 1546
to 1964 was 37.90. This was unegually distributed over the twe halves of
the periocd se that the periocd 1946 to 1955 experienced greater instability
than the pericd 1955 o 196k. The respective iﬁg%@%iii%g indices werse
44,70 and 40.50. |

The instabiliiy indices reveszled that the volume of cuifes exporis
gxperienced grester instabilily than the export procesds. During the
period 1955 to 1904, the instability iandex for the volume of exporis wes
nearliy doubls thet for the fotsl sxport procesds. The instsbllity index
for the volume of exporis was 40.50 as compared with 20.50 for the toial

export proceeds.

9¢10. The unit value of coffee exports inereased from £98 per ton to £530
per ton between 1946 asnd 1954 but thereafier gradually declined to £370
per ton in 1964. The menn unit export value during %this pericd 1946 to
1664 was £354% per ton with a standsrd deviation of £126.4.0.

The instability index for the unii export value for the period 1946
to 1964 was 27.20. However, the unit export value was more stable over
the period 1946 to 1955 than over the peried 1955 to 1364.  The
instebility indices for the two pericds were 21,10 and 27.50 respectively.

The instebility index for the unit ewport value was less thap the



instability indices for boihk the voluse of exporis and the total expert
proceeds during the period 1946 to 1955 But between 1995 and 1064
the fustebiliily dindex for the @ﬁi% ezport ealve was greater than the

dnetablliity index for the toitsl suport prooseds.

911 The instabllity of the unit export value was cospared with that of

the United

the purchesing power of sefifss

the instability index for the

o

Kingdom. During the period 1946 %o 1964, ¢

“q

ower was 26.70 as compared with 20.40 for the uait export

3‘

purehasing
FEine. Therefore the purchasiag pover sxperienced greater lsstabiiity.
This pattern of instsabilily was however reversed for the peried 1955 %o

sility indices weve 26.90 snd 27.50

1964« Over this period the ins
for the purchasing pover znd the unit expert wvalue respeciively.
942+ During the peried 19 47 to 1984 changes in the volume of sxzports
were closely related to changes in gr&%@g%ﬁ%g; The relstionship
botween the vwiune of ezyoris, foftsl produstion and the wnlt szpart
valne may be represented by the followling equation:

L 4 %,%@% §K % %c{?%

( ze001 ) { +.086
= 3

k ¢ =

#

where I voluse of suporisg
£, = %sisl production:
%, = uait export wnlus.
The eo-eificients of dvievrndisstlion, %ﬁ and fuitiple gorralaticn,
B, were 0.93 and 0.96 respectively. Therefores there woe 2 high degres
of assocliation between the volume of coffee euporis, ¥, end the itwo

factors: the and the unit export wvalue, X. The

ga=giiiciont of determinstion ind
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varisbility in the volume of coffse exporits wes explained by the ftwe
factors, nagely, %total produstiosn snd the unil export value. Howavar,

& t-test on the regression co-efficients revealed that changes in
production vere wmore rellsble in explaining @ﬁgﬁg@%kia the voluse of
exports than changes iz the unit export value. Although the rvepression
eguntion was statistically sigaificant at 5 per cent level of probebility,
only the regression co-efficlient of total production gég was ‘

statistically significant at the same level of probabiiity.

913, The relationship between the total exporit proceeds, the volume of
exzporte snd the wnii exporl welue vwas detepained by the foilowing
regreseicn eguation.
¥ = =46.43 & §e§5%$§% + §a%§%§§
ifeﬁég 3 { ﬁeggg 3
whare ¥ =  itolol szpordt procseds:

gﬁ = voliune of coffee ezporis:

%2

. s s — . e e . - .
The co-efficienis of determinnition, B, 2ad muitiple coprelation,

azport uailt vside.

B

R, were 0.72 and 0.85 respectively. The high multiple correlatiocn oo~
efficient, R = 0.85 showed that there was a high degree of positive
assecistion between the tobal export proceeds and the sther two

variables. The co-aificient of multisle detersinstion, %2

= D72,
showed that 72 per cent of the wvaviange in export proceeds was in conson
with variations in the volume of exports and unit export wvalue. A

t-test on regression ce-efficients and an Fotest on the regression

sguation revealed that both the regressiocn ce-efficients and the

regression equation vere sbatisticesnlly sigpiflisant ot the 5 per cent

ilevel of probebiliiy.
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9e14. The portion of instability in the unit export value that was
aevounted for by supply effects was 2t smost 12 per cent. The
copresponding vaiue in the inetebility of fotal export proceeds was
16 per eent. Therefore programmes that msy be launched in Keays to
contrel fluetustions of sofies supply sround o groviang ftrend scould
only be expected to remove about 12 per cent of fluctustions in the

it export velues and 16 per cent in the totul export procesds. These

vzlues indicate that desand effects may be more imporiant is explainiang
the dmpetability in the unit export value snd in the fofal ezportd

procseeds.

915 The total basiec quots of coffee exports to the traditiossal cofiee
market was set st 45,530,185 bags by the 1962 Iaternational Coffee
Agreement., The basic export queta allocated to Kenya was 516,835

bags. This guota was therefore fized at 1.4 per cent of the total
bazic quota. This share of the total basic gquols cosmpered favourably
with the XKenyen share of world coffee trade. In 19617 and 1962 coffee

<12 per cent

P

exgports from Renys sceounited for 1.23 per cent and

reppestively of the world solffes trads.

9,16, In 1963/6% the basic and initial annual quotas were respectively

P0.,02 per cent and 69.32 per cent of tetal production. Totsl
produetion continued to incrssse but without change in the baslic export
quota se that by 1964/65 the proportion of total produstien covered by
the basic export gquota was reduced to 60.00 per cent. The initial

annusl export guota in the same yesr was raised and covered 69.82 per

sent of fotel produciien. Therefere aspproximately 30 per cent of fotai

produstion had toe be diverisd into the domestic and non=tra

markets.



.17 In the sbssnce of bilateral and multilstersl coffee trade
%%Q%?&gig between Kenya and goveranments of her chief coffee ifmporting
countriesn, nom-pariicipstion ivw the Interanaticnsl Golfee sgresment would
most likely have had adverse offecis on thewifees indusiry. in ordar
of dmporitsgce the slizy principsl smarbkets for Lenyasn colifes are Yest

s the United States of America. the Unlted Kingdon, Usnadse,

Hetherlands snd Sweden. During 1960 to 1962, these counivies jointly

accounted for 86,78 per cent of the average coffee exports §%§%§% pericd.
The governments of cgouniries which are the chiel sarkete for Kenyan

eoffee wigned the Interseticnsl (offee Lgrecment. if the povernment of

Bsuys had declided aspainst pavticipating in the 4greesent, then the

e

implementation of the provisions of Article 45 of the Agreement would

have affected the growth of these markets. Under sueh ehreanntaneces,
the coffece indusiry iﬁ‘ggﬁgg would elither have bhad to develop sifternative
%&?&%&%’@%%géég the fraditivesl market Yo sater for Lhe poriion of esifes
erop that could not be disposed in the ggigzigﬁi markets, or attempt to

gapturs market ia the fradiltional coffee markets from the other non-

T

sigaatory couniries, or boith. Some %i&é%&% selling effort would
least have been necessary %o %&iﬁ%aﬁﬁ the volume éf sslse is the
traditional market. Thess é@%&i@ﬁ%é@%@ would have regulred the co-
erdination o5f selling effort snd would probebly have boen most
efficiently undertaken by a single marketing insititution. it mouid
%%?%&@ froxw the %%aﬁg that the exieting marketing fhetitutiocns would
have been iunadequate in assuring the coffee industry of nsecessary market
expansion if Kenyz decided agsinst joining the International Coffee

dgresmsnt.

ggégg - slthough some statisticsal analysis on the aggregate demand for

sorkete has been done, Lhers has been wvirtuelly




%

s

il
o
5

no @é?@gzgé on elasticities of foreign demand facing individual
gxporting countries. It is known that the economy of & coundry
imposing %E?%?% restrictions would be benefited, in the absence of
retaliation, if its foreign demand curve were inelastic. In the
absence of this infermation, it is difficult to gauge the magnitude

=

of guine that Kenys would get by resiricting ber coffee %g%@fﬁas

Probvebly. the aggéfﬁéiaéy shrouding the &X@éﬁﬁiaﬁ af the priscinsl
surkeis, the %ff%%ﬁyﬁf this uncertainty on national development
programmss and especially thoses designed to transfors subslslence
esgrisuliursl production $o mevket-orisnted §?§§§$%i§§ gnd the desire to
show folth is politiecal snd cconomie internstional co-operation prompt-
¢4 the government of Zenya to accede to the Internationsl Coffse

Agresment.

9.19. Aecording to  Article 48 of the Agreement, producing members
are regulred to underiske production adjusiment messgurss to @&iﬁ%éia
cutput at levels that Boy be nesded for domestic consumption, syporis
and stocks. The E@?ég of stoshks would be rescommendesd by the
Internztionsl Coffee Upuncii zmubject fo provisions of Artiele 51 of
the Agreement.

The productiocn procese of soffee is licensed sud supervised by
the Coffee Zosrd of Henys. It hss prohibliied sos-suthorised
ezpapsion of woifer acrengd. But the wide dispsralion of coffee forms
and especially the scatter of small semi-commercislised farms poses
the problen of detectinmg fllegel planting. The ¢ost of policing
cogainet snd detecting illegel ascreage expansicn would be substantial
and £t iz doubiful whether the Board could afford this extrs
gxpenditure. Yhile szeveage expansion ils prohibited, ladreazses in
soffes output throush Intensive culiiveticon wmethods i persissilble.

It would appesr that the indusiyry zmust expeel incrsssed coffee



a7

i
s

production irven both illegel plenting snd indtsnsive cultivation.

Therefore, slthough the Herketing Board bkas not faoed a sericus siocks

f{fW

&

probles fn the pasi. 1% smuet szpest and plan for 4%t in the future.

9,20« The efficiency of coffee production and marketing in Henya could

%’%

e fneressed by incrsmsing the aize of the present vnecononic safifes

holdisps. he gutput from thess holdings would 1o turs fneressse the
 turnover of poerehisat and clesn goffee frog the gcolfee fogltoplies and
curing wilisz. Phia de 14 utiliszs

&

of sesle especially in the gu-ay

ratively cwned coffse fac

#

should copvlieln for this would give other mesmbers of ths

%

anfaly sdvantage. Under such cireusstences, the Interzational Coffes

9

4

Counsil is suthorised %o temporerily relieve a member of relevand
ebligations of the Agreement under Article 60 of the Agresment.
Therefore the sbove problem, if clesrly substantiated, may elicit the
right resvosse Ffrom the Counell which would then slliow controelled
goffes axpausion at leaet in the smell sesi-commereiszliised fernes anad in

srge farus where coffee treee arve too vld snd low ylelding.

oot

g

SeZ%. The econcaic gele thal Zepye may szpecis by periisipsting in the

Internstionsl Coffee Agreement, is largely dependeant on her negotiating
strength, the negotiating strength of the coffes exporting couniries as
& group and on the eofficleney of the Agreement in regulsiing world coffee

Lrade. the coffes sxporiing countries as a

group ic and political factors which asy not
e ro Goffee insusivry. Gn the contrary, the negotisiing

strength for Renys will continue %o be largely dependent on the guality

of her Coffee snd the oozt structure of her Golffse industery.

THE EBD
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seutive sijusted

otas ia the coffece gear 9 in so evenit, however,
phall sueh ineresses be telen into scgount for the purpose of

enleniating the distribetion ol volas. iz the review of the

Agreemeni, provided for in Article 72, the two-year production cycle

iu thome countries shall be given seinl conslideration.

{B) In the first coffee yeur, the Hepublic of the Conge

ation toe Shs Ceunell of accepisble

tiei, afier presesn

bags, shell

in the

be suihovized by the Uounclil e ¢

wrnitted fto incresss Lis geffes

third coffes yeurs

sount 5ot Lo eloeer

ascount for the purpose of usiewlaiing the distribution of volss.

Soureey Internaticnsl fuffse

Treaty fepies loe. 2.

Sund. 20680, lowndon: ¥
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Hon={uota Cousntries of Destination, veferred to in Article &0,

Chapter VIi. The geogrephicsl sress below are non~guota countries

for purposes of the 1962 Internstionsl Coffee Agreement:

Bahrein
Imsutcland
Bechuanaland
Geylon

China {Telwen)
China (Mainland)

Federvation of Hbodesis ond Hyasaland

fmscat and Gmen

Philippines

Poland

Yntar

Hepublic of Korea
Horth Jores
Eepublic of Viet-lan
Horth Yist-Han
Bonsnis

Saudl svebls

Bwaziland
fheiland
Gepublic of

wuth alries
Union of Soviast Hepublics

Source: Interns ¢ Agreemast, 1962.
Treaty @%32%@ : ' @%%%«

Ilondon:
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= abaserved toial export procesds sdjusted for trend.

PR

represents that portion of instability ia the unit

szport ?&Eaé that 1o atiributable ¢o changes s the supply function.
Tharefore this fraction of instability represents the maximuz swount
of instability is the unit ezport value that may be reduced by a supply
stabilisation programme. Simileriy (1 - fg} represents the maxisusm

instability that ssy be elisinated from the ifnsiabllity of total expors

procesds by the same progrause.

The sotual estissies of the modsel zre shown in the tables below.
The unit sxpoyt velues spd voelusmss of coifee exports for the pericd
1947 to 1964 were used in the cslculation. Phe unit export values
were corrected for itrend usipg the United Yinpgdon expori price index
while for the volume of exporis, the lesst sguares method was ssmployed
for trend sdjustment. The mean wolume of exporis for the period was

415,000 cut.

Table E.2.1. Estimsted instability cemponents in usit export values,
194764

B ¥ T = yg
- 7.38 e instability
- 50 2.0% due to

- FE %.2% Luppliy

w .00 e Fungtion

el ‘% aff}i} ' ﬁé%g é}té‘%

w 2.00 G.89 0.11

~ 2.50 0.88 G.12
- .00 0.89 G.11

- 4,00 0.90 0.10
5.00 C.91 .09
- 6.00 0.92 0.08
7.00 0.93 | 0.07

The tuble revesls that g suppiy stebllisstion progranse would be
most bemeflicisl %o Henys 17 the elaplticiiy of desmeand for her coffsse
wag «{2.50}. Under such conditions 12 per cent of instability in the
unit expert value would be eliminsted by the prograume.

()



E.2-2. Hetinated instability componenis in total coffse export
proseeds, 1947 - 64,

% ré T o ¥

.98
TeSd
Tedd
Tl

G. & Ge13
084 G 16
.84 0.6
{:ggg?% %é%é
G.85 G315
0. 87 G.13%
0. 87 0.13%

0.88 |  0.12
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where S. = saintain given total

4t every level of total expordt procesds

3 A 3 . ‘o
gonye & ;‘g(?b q,& Qﬁi%@ttboéﬁé&!r.t{%%}

5

estinated unlt export w

e

= estinsted voluse of exporis.

J'P% Q'V& L

The sstiveted uulit export valus may be casioulsted frow the following
funetion: 1
< fe ntt , |
Pe‘ - ‘::k-: é&ké§¢a&s!3¥6ﬂt@.§i‘32}
L "

Pad

>, + the level of stocks necesssry to meintain total

After deterpining

gzxport proceseds st & specified level is given by

q‘,z PQ. ; eaa&@hs&skeq%e@&&{i%}

t proceeds atl the spee

re Level of elocks would be
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