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The Ghana Cocoa Report 2024: Cocoa Farming Profitability

in Ghana: Key Trends and Future Outlook

Explore the factors impacting cocoa farming profitability in Ghana, including farmgate
prices, input costs, and government interventions. Learn about future trends and

recommendations for improving farmer incomes in 2024.

Highlights

Analysis of the profitability of cocoa farming in Ghana, focusing on costs,
revenues, and the role of government support.

Insights into the key statistics driving profitability, including farmgate prices,
production costs, and global market trends.

Strategic recommendations for improving profitability through sustainable farming
practices and value addition.
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Outlook

Highlights:

Analysis of the profitability of cocoa farming in Ghana, focusing on costs,
revenues, and the role of government support.

Insights into the key statistics driving profitability, including farmgate prices,
production costs, and global market trends.

Strategic recommendations for improving profitability through sustainable farming
practices and value addition.

Research Methodology:

This article is based on data from the Ghana Cocoa Board (COCOBOD), the International
Cocoa Organization (ICCO), World Bank agricultural reports, and interviews with cocoa
farmers and industry experts. A combination of quantitative analysis of farm-level
profitability and qualitative insights into policy and market conditions is used to provide
a comprehensive overview of the topic.

Key Statistics and Facts:

1. Cocoa farming contributes to over 30% of Ghana’s agricultural GDP, employing
more than 800,000 smallholder farmers.

2. The farmgate price for cocoa in Ghana for the 2023/2024 season is set at GHS
20,943 ($1,820) per tonne, a 63% increase from the previous year.

3. On average, cocoa farmers in Ghana earn between $1,500 and $2,000 per year,
with profitability highly dependent on yields, input costs, and global market prices.

4. Input costs, including fertilizers, pesticides, and labor, account for up to 50-60%
of total production costs for cocoa farmers.

5. Global cocoa prices reached an average of $2,700 per tonne in 2023, with prices
expected to remain strong due to rising global demand.

6. Climate change is projected to reduce suitable cocoa-growing land by 40% in
West Africa by 2050, posing long-term risks to profitability.

7. The Living Income Differential (LID), introduced in 2019, adds a $400 premium
per tonne to the cocoa price, ensuring better incomes for farmers.

8. The Ghanaian government provides subsidized inputs such as fertilizers and
hybrid seedlings to increase productivity and reduce costs for farmers.

9. Certified cocoa, including Fairtrade and Rainforest Alliance, can command a
10-15% price premium in international markets, improving profitability for farmers
participating in these programs.

10. Smallholder cocoa farmers typically operate on farms averaging 2-5 hectares,
with yields ranging from 400-800 kg per hectare depending on farming practices and
input use.
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Body of Article / Critical Analysis:

Introduction

Cocoa farming remains one of the most vital economic activities in Ghana, contributing
significantly to the country’s GDP and providing livelihoods for hundreds of thousands
of smallholder farmers. While Ghana is recognized as the second-largest cocoa
producer globally, the profitability of cocoa farming at the farm level is influenced by a
range of factors, including global market prices, input costs, government policies, and
climate change. This article examines the profitability of cocoa farming in Ghana,
providing an in-depth analysis of the current state of the sector, key challenges, and
opportunities for improving farmer incomes.

Profitability Factors in Cocoa Farming
1.

Farmgate Prices and Global Market Influence The farmgate price is one of the
most significant factors determining profitability for cocoa farmers in Ghana. In the
2023/2024 season, the farmgate price was set at GHS 20,943 ($1,820) per tonne,
marking a substantial increase from previous years due to the introduction of the Living
Income Differential (LID). This price is determined based on global market conditions
and ensures that farmers receive a fair share of the export revenues. However,
fluctuations in global cocoa prices, which averaged $2,700 per tonne in 2023, can
directly affect the profitability of farmers, especially when production costs rise.

2.

Input Costs and Production Challenges Cocoa farming in Ghana is labor-intensive
and requires significant inputs such as fertilizers, pesticides, and improved seedlings to
maintain high yields. Input costs account for 50-60% of total production expenses,
making them a critical factor in determining net profitability. Farmers who can access
subsidized inputs through government programs benefit from lower production costs,
but many still struggle with access to affordable inputs, leading to lower yields and
reduced profitability.

3.

Yield Variability Productivity on cocoa farms in Ghana varies widely, with yields
ranging from 400 to 800 kg per hectare depending on farming practices, access to
inputs, and the use of modern farming techniques. Farms that adopt climate-smart
agricultural practices and participate in government programs such as the Productivity
Enhancement Program (PEP) tend to achieve higher yields and better profitability.
However, farmers with limited resources and access to technology often experience
lower yields, reducing their overall earnings.

4.

Living Income Differential (LID) and Farmer Incomes The LID, introduced by
Ghana and Ivory Coast in 2019, plays a critical role in improving the profitability of
cocoa farming by adding a $400 per tonne premium to global cocoa prices. This
premium is intended to raise farmer incomes and ensure that smallholder farmers can
earn a living income. For the 2023/2024 season, this premium contributed to the
increase in farmgate prices, providing a more stable income for farmers amid rising
production costs.
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Current Top 10 Factors Impacting Cocoa Farming Profitability in Ghana:

1. Farmgate Prices: Higher farmgate prices, supported by the LID, improve
profitability but are subject to global market fluctuations.

2. Input Costs: Rising costs of fertilizers, pesticides, and labor reduce profit
margins, especially for farmers who do not have access to subsidized inputs.

3. Global Cocoa Prices: International demand and supply dynamics directly
impact the price farmers receive for their cocoa, influencing profitability.

4. Climate Change: Increasing temperatures and unpredictable rainfall patterns
reduce yields and increase the costs of farming, threatening long-term profitability.

5. Government Subsidies and Support: Government programs that provide
subsidized inputs and technical support play a critical role in reducing production costs
and improving yields.

6. Land Tenure and Farm Size: Small farm sizes limit economies of scale,
affecting the ability of farmers to maximize profitability through increased production.

7. Sustainability Certifications: Farmers participating in Fairtrade or Rainforest
Alliance programs benefit from premium prices but face additional costs related to
certification compliance.

8. Labor Availability and Costs: Cocoa farming is labor-intensive, and rising labor
costs reduce net profitability, particularly for smallholder farmers.

9. Access to Finance: Limited access to affordable credit for purchasing inputs
and investing in farm improvements hinders profitability growth for many farmers.

10. Technological Adoption: The use of modern farming technologies, including
improved seedlings and mechanized tools, can significantly increase yields and
profitability but requires upfront investment.
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Projections and Recommendations:

Looking ahead to 2024 and beyond, the profitability of cocoa farming in Ghana is likely
to face both opportunities and challenges. Rising global demand for cocoa, particularly
in emerging markets, is expected to support farmgate prices, while government
initiatives to enhance productivity through subsidies and technical assistance will help
farmers manage production costs. However, climate change and increasing input costs
pose significant risks to long-term profitability.

Recommendations for Enhancing Cocoa Farming Profitability:

1. Promote Climate-Smart Agriculture: Investing in climate-resilient farming
techniques, including agroforestry and sustainable land management, will help farmers
mitigate the impacts of climate change and improve yields.

2. Expand Access to Subsidized Inputs: Scaling up government programs that
provide affordable fertilizers, pesticides, and hybrid seedlings will reduce production
costs and improve profitability for smallholder farmers.

3. Enhance Financial Inclusion: Providing farmers with greater access to
affordable credit and financial services will enable them to invest in farm improvements
and modern technologies that increase productivity.

4. Support Sustainability Certifications: Expanding participation in
sustainability certification programs will allow farmers to access premium markets and
improve their income through higher prices for certified cocoa.
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Conclusion:

Cocoa farming remains a vital sector for Ghana’s economy, providing livelihoods for
millions of farmers and generating significant export revenues. While the introduction of
the Living Income Differential (LID) has helped improve farmgate prices and
profitability, challenges related to input costs, climate change, and access to finance
continue to impact smallholder farmers. By focusing on sustainable farming practices,
expanding access to subsidized inputs, and promoting financial inclusion, Ghana can
enhance the profitability of its cocoa sector and ensure long-term economic
sustainability.
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Notes:

This article draws on data from COCOBOD, ICCO, and industry reports to provide a
comprehensive analysis of cocoa farming profitability in Ghana.

~ Projections are based on current trends in global cocoa prices, government policy
interventions, and climate change impacts.
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