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Togo: coffee and cocoa liberalization 

 
Objectives: The reform, a key component of a larger economic recovery and adjustment 
operation, and of the agricultural sector strategy, focused on the liberalization of coffee and 
cocoa prices, their primary marketing and export, all previously regulated by a marketing board. 
The main objectives of the liberalization were to improve producers’ incentives and income and 
develop private participation in marketing and export activities while maintaining the country’s 
reputation in international markets as a reliable supplier of quality products. 

Impact on the ground 

Strong positive impact on exports and producers’ incomes and incentives. The liberalization 
took effect in June 1996. Coffee and cocoa exports reached a record high in 1997 - more than 
double the 1996 level (with part of the increase coming from cross-border trade in view of the 
favorable prices offered by Togolese traders) . The feared deterioration in quality did not occur 
and Togo retained its "label de qualité ". The producer’s share of the Freight on Board (FOB) 
price soared from below 60 percent to an average of 76 % for coffee and 80 % for cocoa 
following the liberalization (1996-97 crop season). Producers have intensified maintenance and 
invested in the expansion of cocoa and coffee plantations. They have improved their living 
conditions (housing renovation, better access to health services and acquisition of consumer 
durables such as radio, bicycles, motorcycles and sometimes larger vehicles).  

Development of a partnership between the government, the private sector and the producers. 
From the very outset, potential private exporters were identified and associated with the design 
of the reforms. Key aspects of the liberalization were discussed with representatives of various 
constituencies (the private sector, the banking community, and the administration). The results of 
the discussions were formalized into legal texts which became the regulatory framework for the 
activity. The texts covered the criteria and administrative requirements for the export/marketing 
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profession, the level of bank guarantees required, the number and location of quality controls, 
and the modalities and frequency of disseminating information on international prices.  

The consultation process was rapidly institutionalized. A Coordination Committee involving 
representatives of the private sector, producers’ cooperatives and the government was established 
to oversee the liberalization process. The Committee has a legal base, is financed by export 
proceeds and is accountable to its consistuencies. It monitors developments in the subsector and 
operates as a forum to discuss and make consensual decisions on a variety of issues important for 
its future, such as: how to maintain competition; the modalities of privatization of the marketing 
board’s industrial assets; how to stimulate investment in the development of coffee and cocoa 
plantations; how can large exporters deal with the moral hazard element associated with the 
financing of crops credit,etc.  

Lessons learned 

Associating the potential winners (the private sector) with the design of the reform facilitates 
dialogue with the government and diffuses the tension created by the prospects of radical 
change. Experts’ proposals, supported by operational actors, no longer look arbitrary or biased. 
The experts become facilitators in the design process. A good example is the number of quality 
controls. The government’s quality control team wanted to keep 6 controls, as was the case 
before the liberalization. The private sector wanted to reduce them to 2: one control of all bags at 
the warehouse in Lomé and the other on a small sample of bags at the port. A consensus was 
reached : two compulsory (at the warehouse and the port) and one optional at the request of the 
buyer on the field. This type of dialogue stimulates cooperative behavior. The quality control 
service of the government has now taken the initiative to train small buyers and producers 
cooperative on the field so that they can perform a first quality control by themselves before 
transport of the goods to Lomé.  

Bringing all the actors around a table (large private sector firms, small firms and individuals 
interested in the business, commercial banks and the administration) permits all interests 
(sometimes conflicting) to be placed on the table. It introduces transparency in the decision-
making process and facilitates consensual decisions which is reflected in the design of the 
package. A useful example is the level of the bank guarantee needed from the exporter to 
compensate foreign buyers in case of unfulfilled orders. At stake was the country’s reputation in 
the international markets as a reliable supplier in international markets. The large firms were in 
favor of a complex guarantee system - the small firms felt that this would act as a barrier to entry 
into the business. The simpler system agreed upon -- a bank guarantee amounting to the 
equivalent of 20 percent of the value of each order -- was an effective and mutually satisfactory 
trade-off between the objective of maintaining the country’s reputation and the private sector 
development objective.  

Information on market conditions is key to fair competition. A system of obtaining and 
disseminating information on international prices coupled with a reference producer price 
allowed producers to fully take advantage of the multiplicity of buyers and substantially increase 
their share of the FOB price. 
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