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The Ghana Cocoa Report 2024: Ghana Cocoa Farmer
Incomes: An Economic Analysis of Challenges and

Opportunities

Explore the key factors affecting cocoa farmer incomes in Ghana, including pricing
trends, production costs, and sustainability certification. Learn about policy

recommendations to boost incomes.

Highlights

Ghana's cocoa farmers face income challenges due to global price fluctuations,
rising production costs, and limited value-added opportunities.

Key interventions, such as the Living Income Ditferential (LID) and sustainability
certification programs, are improving incomes but still fall short of ensuring financial
security.

Expanding domestic processing, value addition, and climate-smart agriculture
could significantly boost farmer incomes.
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security.

Expanding domestic processing, value addition, and climate-smart agriculture
could significantly boost farmer incomes.

Research Methodology

This article uses data from Ghana Cocoa Board (COCOBOD), the International Cocoa
Organization (ICCO), and various academic research papers on cocoa farmer
livelihoods. Quantitative data includes farmgate pricing, export revenues, and farmer
income levels, while qualitative analysis is based on interviews with industry experts
and cocoa farmers.

Top 10 Key Statistics and Facts about Ghana Cocoa Farmer Incomes

1. Average annual income: The average annual income of a Ghanaian cocoa
farmer is estimated to be between $1,000 and $1,500 per year, far below the
international living wage standard.

2. Farmgate price: For the 2023/2024 season, the farmgate price is set at ¢1,308
per 64kg bag, equating to around $1,820 per metric ton.

3. Living Income Differential (LID): The $400 per metric ton LID, introduced in
2019, was designed to improve farmer incomes by ensuring a fairer share of global
cocoa revenues.

4. Farmer population: Over 800,000 smallholder farmers in Ghana depend on
cocoa farming as their primary source of income.

5. Poverty prevalence: It is estimated that 44% of cocoa farmers in Ghana live
below the international poverty line, largely due to low farm productivity and rising
input costs.

6. Average cocoa farm size: The typical cocoa farm in Ghana is around 3-5
hectares, limiting the economies of scale for most smallholder farmers.

7. Sustainability certification: About 60% of Ghanaian cocoa farmers are
enrolled in sustainability certification schemes like Fairtrade and Rainforest Alliance,
which can offer price premiums.

8. Input cost inflation: Costs for fertilizers, pesticides, and labor have risen by
30-40% over the last decade, significantly reducing farmer profitability.

9. Value addition: Ghana processes only about 30-40% of its cocoa domestically,
meaning farmers primarily sell raw beans and miss out on higher earnings from
processed goods.

10. Cocoa’s contribution to income: For many farmers, cocoa contributes
60-80% of household income, making them highly vulnerable to market shocks.

Critical Analysis of Ghana Cocoa Farmer Incomes

Ghanaian cocoa farmers are at the heart of the nation’s economy, yet they often face
significant challenges in earning a sustainable income. Despite being the world’s
second-largest cocoa producer, Ghana’'s farmers struggle with income instability due to
various structural and market-related factors.
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Low Incomes and Price Volatility: One of the most pressing issues is the disparity
between global cocoa market prices and the actual incomes of cocoa farmers. With
global cocoa prices fluctuating between $2,000 and $3,500 per metric ton in recent
years, farmers are often at the mercy of global markets. The farmgate price, which
COCOBOD sets at the beginning of each cocoa season, helps to stabilize incomes by
offering a fixed price. However, this often means that farmers do not benefit when
global prices rise, limiting their income potential.

For the 2023/2024 cocoa season, the Ghanaian government set the farmgate price at
¢1,308 per 64kg bag, which translates to about $1,820 per metric ton. While this
provides some predictability, the reality is that many farmers remain stuck at or below
poverty levels due to the high cost of production and limited economies of scale. With
an average farm size of only 3-5 hectares, most smallholder farmers struggle to
increase productivity or access better markets.

Impact of the Living Income Differential (LID): The introduction of the Living
Income Differential (LID) in 2019 by Ghana and Ivory Coast was a significant step
towards improving farmer incomes. The LID adds a $400 per metric ton premium on
cocoa exports to ensure that farmers earn a fairer share of global cocoa revenues.
However, while the LID has contributed to improved income stability, it has not fully
shielded farmers from the impact of rising input costs or fluctuating global prices.

Rising Production Costs and Input Inflation: Ghanaian cocoa farmers have seen
their production costs rise sharply in recent years. The costs of fertilizers, pesticides,
and labor have increased by 30-40% over the past decade, eating into the already
limited profitability of cocoa farming. With input costs continuing to rise, many farmers
find it increasingly difficult to maintain productivity and profit margins.

Sustainability Certification and Income Premiums: Sustainability certification
programs, such as Fairtrade and Rainforest Alliance, offer a potential avenue for
boosting farmer incomes. These programs provide price premiums for certified cocoa,
ensuring that farmers receive better prices for their produce. Currently, around 60% of
Ghanaian cocoa farmers are enrolled in such programs, allowing them to access
higher-paying markets in Europe and North America.

However, while certification provides income premiums, the cost of meeting
certification standards can be prohibitive for many farmers. Compliance requires
investments in infrastructure, record-keeping, and sustainable farming practices, which
can limit the accessibility of these programs for smaller-scale farmers.

Limited Value Addition and Domestic Processing: Another key factor limiting
farmer incomes is Ghana’s low level of value addition in its cocoa sector. Only about
30-40% of cocoa is processed domestically, meaning that the majority of Ghana’s
cocoa is exported in raw bean form. This significantly reduces the potential earnings
that farmers and the country can generate from cocoa. Increasing the share of
processed cocoa exports, such as cocoa butter and cocoa powder, could dramatically
Improve revenue and create higher-income opportunities for farmers.

Current Top 10 Factors Impacting Cocoa Farmer Incomes in Ghana

1. Global price volatility: Fluctuations in international cocoa prices directly impact
the income stability of Ghanaian farmers.

2. Farmgate price policy: While COCOBOD sets a fixed price each season, it
sometimes prevents farmers from benefiting during periods of high global prices.

3. Living Income Differential (LID): The LID improves incomes but remains
insufficient in addressing systemic poverty in cocoa-growing communities.

4. Input cost inflation: Rising costs for essential farming inputs erode farmer
profits and reduce overall income potential.

5. Farm size limitations: Small farm sizes limit economies of scale, making it
difficult for farmers to increase productivity and income.
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6. Sustainability certification: While certification offers premium pricing, the
costs of compliance can be a barrier for many smallholder farmers.

7. Limited access to finance: Most cocoa farmers lack access to affordable credit,
which hinders their ability to invest in productivity-enhancing technologies.

8. Climate change impacts: Erratic weather patterns, droughts, and pests reduce
yields and negatively affect farm income.

9. Lack of value addition: Ghana’s reliance on exporting raw beans limits the
income farmers can generate from higher-value processed goods.

10. Government support: While COCOBOD provides subsidies and technical
assistance, more targeted interventions are needed to address the income challenges
faced by farmers.

Projections and Recommendations
1.

Expand Value Addition: Ghana should invest in boosting its domestic cocoa
processing capacity to create more opportunities for farmers to benefit from
higher-value cocoa products. By increasing the share of processed exports, such as
cocoa butter and chocolate, the country can capture more value from its cocoa sector.

2.

Increase Access to Sustainability Certification: The government, along with
international partners, should work to lower the barriers to entry for sustainability
certification programs. This could include providing financial and technical support to
smallholder farmers, allowing them to access premium markets.

3.

Promote Climate-Smart Agriculture: As climate change continues to threaten cocoa
yields, promoting climate-smart agricultural practices such as agroforestry and
drought-resistant cocoa varieties will be essential. These practices not only improve
yields but also enhance the long-term sustainability of the cocoa sector.

4.

Strengthen Farmer Support Systems: Expanding access to affordable credit,
technical training, and modern farming inputs will be key to increasing farm
productivity and income. Public-private partnerships could help scale these initiatives
and reach more farmers.

5.

Adopt a Cocoa Price Stabilization Fund: Introducing a cocoa price stabilization fund
could help buffer farmers from the impacts of global price volatility. This would provide
a financial safety net during periods of low prices, ensuring that farmers can maintain
stable incomes.

Conclusion

Cocoa farming remains a vital livelihood for millions of people in Ghana, but many
farmers face significant challenges in earning sustainable incomes. While efforts like
the Living Income Differential (LID) and sustainability certifications have helped
improve income stability, more work is needed to address the systemic barriers to
farmer prosperity. By investing in value addition, improving access to finance, and
promoting climate-smart agriculture, Ghana can unlock new opportunities for its cocoa
farmers and enhance their economic well-being.
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Notes

This article relies on data from COCOBOD, ICCO, and academic research on cocoa
farmer livelihoods.

Key statistics on farmer income and production costs were sourced from
government and industry reports.
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