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The Ghana Cocoa Report 2024: Ghana Cocoa Farmgate

Price: Key Trends and Projections for 2024

Explore the latest developments in Ghana's cocoa farmgate price, including
government interventions, global price trends, and factors influencing farmer incomes.

Learn about the outlook for 2024 and recommendations for sustaining fair pricing.
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Highlights

Analysis of the Ghana cocoa farmgate price structure, government
interventions, and international market influences.

Key statistics on the cocoa farmgate price in recent years, including the
impact of the Living Income Differential (LID) and global price fluctuations.

Recommendations for stabilizing farmgate prices to ensure fair farmer
incomes and sustainable cocoa production.
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Highlights:

Analysis of the Ghana cocoa farmgate price structure, government
interventions, and international market influences.

Key statistics on the cocoa farmgate price in recent years, including the
impact of the Living Income Differential (LID) and global price fluctuations.

Recommendations for stabilizing farmgate prices to ensure fair farmer
incomes and sustainable cocoa production.

Research Methodology:

This article draws on data from the Ghana Cocoa Board (COCOBOD), the
International Cocoa Organization (ICCO), the World Bank’s agricultural
commodity reports, and interviews with smallholder cocoa farmers.
Quantitative data on historical and current cocoa farmgate prices are
analyzed, and qualitative insights into policy interventions and international
market conditions are considered.

Key Statistics and Facts:

1. The farmgate price for cocoa in Ghana for the 2023/2024 crop season
was set at GHS 20,943 per tonne, approximately $1,820, representing a 63%
increase from the previous season.

2. Ghana's government increased the farmgate price to align with the
Living Income Differential (LID) of $400 per tonne, introduced to ensure fair
incomes for cocoa farmers.

3. Ghana’s cocoa production for the 2023/2024 season is projected to
reach between 850,000 and 900,000 tonnes, maintaining its status as the
second-largest global producer.

4. The farmgate price in Ghana accounts for 70% of the world market
?rice, reflecting the government's efforts to guarantee a fair share for

armers.

5. Global cocoa prices reached an average of $2,700 per tonne in 2023,
nvith fuglther increases projected due to supply chain disruptions and rising

emand.

6. Cocoa exports contribute approximately 30% of Ghana’s foreign
exchange earnings, with the farmgate price playing a critical role in the
livelihood of over 800,000 smallholder farmers.

7. Cocoa farmers in Ghana earn an average of $1,500 annually, but the LID
aims to improve this by adding an additional income stream.

8. Over 70% of Ghana’s cocoa is sold on forward contracts, meaning global
market price volatility has a delayed impact on the local farmgate price.

9. Climate change poses a significant risk to cocoa yields, with reduced
farm productivity potentially influencing future farmgate price adjustments.

10. The depreciation of the Ghanaian cedi has been a contributing factor in
government decisions to adjust the farmgate price upward to counter
inflation and rising production costs.
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Body of Article / Critical Analysis:
Introduction

The cocoa sector is a cornerstone of Ghana’s economy, providing livelihoods
for millions of smallholder farmers and contributing significantly to the
country’s export revenues. Central to the sustainability of this sector is the
farmgate price—the price farmers receive for their cocoa beans at the point
of sale. The Ghana Cocoa Board (COCOBOD) sets the farmgate price annually,
aiming to balance farmer income with global market conditions. This article
examines the recent trends in Ghana’s cocoa farmgate price, the factors
influencing its determination, and the implications for farmers, the economy,
and the global cocoa market.

The Role of Farmgate Price in Ghana’s Cocoa Industry

The farmgate price is a critical determinant of farmers’ incomes, influencing

their ability to invest in farm maintenance, pay for labor, and improve
productivity. The price is set by COCOBOD in consultation with international
stakeholders and is influenced by global cocoa prices, domestic economic

fonc;itions, and policy interventions such as the Living Income Differential
LID).

1j Impact of the Living Income Differential (LID)
The introduction of the LID in 2019, a $400 per tonne premium applied to
cocoa exports, marked a turning point for cocoa farmers in Ghana and Ivory
Coast. The LID aims to provide farmers with a living income by raising the
farmgate price above the traditional market-determined levels. For the
2023/2024 season, the Ghanaian government set the farmgate price at GHS
20,943 ($1,820) per tonne, a 63% increase from the previous season, driven
by the need to improve farmer incomes and cushion them against rising
production costs.

2. Global Price Dynamics
The global price of cocoa is influenced by supply and demand dynamics,
geopolitical factors, and market speculation. In 2023, global cocoa prices
averaged $2,700 per tonne, and this upward trend is expected to continue
due to tight supplies from key producing regions like West Africa. While
Ghana’s farmgate price is not directly tied to daily market fluctuations, it
reflects broader trends in international prices, typically accounting for 70% of
the global price to ensure farmers receive a fair share of export revenues.

3. Currency Depreciation and Inflation
The depreciation of the Ghanaian cedi and rising inflation have made it
imperative for the government to increase the farmgate price to preserve
farmers' purchasing power. In recent years, production costs, including inputs
like fertilizers and pesticides, have risen sharply, reducing farmers’ net
incomes. The farmgate price increase in the 2023/2024 season is partly a
response to these economic pressures, ensuring that farmers are
compensated adequately despite inflationary challenges.
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Current Top 10 Factors Impacting Cocoa Farmgate Prices in Ghana:

1j Global Cocoa Prices: International market fluctuations, driven by
supply-demand imbalances, impact Ghana’s farmgate price indirectly.

2. Living Income Differential (LID): The LID premium adds $400 per tonne
to cocoa prices, ensuring better compensation for farmers but affecting
global buyer negotiations.

3. Currency Depreciation: The depreciation of the Ghanaian cedi increases
production costs, prompting higher farmgate prices to ensure farmers’
profitability.

4. Inflation: Rising inflation, particularly in input costs, drives adjustments
to the farmgate price to maintain farmer income levels.

5. Production Costs: Higher costs of inputs such as fertilizers, labor, and
transportation have pushed the government to set higher farmgate prices.

6. Climate Change: Changes in weather patterns are affecting cocoa
yields, which in turn influence price adjustments to ensure farmers can
manage lower productivity.

7. Government Policy: COCOBOD’s pricing decisions are influenced by a
range of policy objectives, including poverty alleviation and export revenue
stabilization.

8. International Trade Agreements: Trade negotiations and forward
contracts between Ghana and international cocoa buyers can impact the
timing and magnitude of price adjustments.

9. Cocoa Production Levels: Variability in cocoa production due to disease,
pests, or weather conditions can influence the supply-demand balance and
lead to farmgate price changes.

10. Sustainability Certifications: Farmers who participate in sustainability
certification programs, such as Fairtrade or Rainforest Alliance, often receive
a premium on top of the farmgate price, boosting their overall earnings.
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Projections and Recommendations:

Looking ahead to 2024, the cocoa farmgate price in Ghana is expected to
remain relatively stable or increase slightly, depending on global market
conditions and domestic inflationary pressures. Global demand for cocoa is
projected to grow by 4-5%, particularly in emerging markets such as Asia,
which could support upward price movements. Additionally, continued
investment in sustainable farming practices and climate resilience will be
critical to maintaining productivity and protecting farm incomes.

Recommendations for Policy and Industry Stakeholders:

1j Ensure Price Stability: COCOBOD should continue to adjust the farmgate
price in line with inflation and global price trends to protect farmers’ incomes
from economic shocks.

2. Invest in Climate-Resilient Farming: To safeguard against
climate-induced productivity losses, the government should promote
climate-smart agricultural practices and invest in infrastructure to mitigate
the effects of extreme weather.

3. Enhance Access to Inputs: Subsidies for fertilizers and other essential
inputs should be expanded to reduce the financial burden on farmers and
improve overall farm productivity.
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Conclusion:

The cocoa farmgate price in Ghana plays a crucial role in determining the
livelihoods of smallholder farmers and the sustainability of the country’s
cocoa industry. The 2023/2024 increase in the farmgate price, driven by the
Living Income Differential and rising production costs, reflects the
government’s commitment to ensuring fair compensation for farmers.
However, ongoing challenges such as climate change, inflation, and currency
depreciation will continue to influence future price adjustments. By investing
in sustainable farming practices and enhancing market access, Ghana can
ensure that its cocoa sector remains resilient and profitable in the years to
come.
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Notes:

This article integrates data from COCOBOD, ICCO, and global commodity
aehports to provide a comprehensive analysis of cocoa farmgate pricing in
ana.

Projections are based on current trends in global cocoa demand,
domestic economic conditions, and policy interventions.
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