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The Ghana Cocoa Report 2024: Cocoa Farming Profitability

in Ghana: Key Trends and Future Outlook

Explore the profitability of cocoa farming in Ghana, with analysis of farmgate prices,
input costs, and the impact of the Living Income Differential. Learn about projections for

2024 and recommendations for improving farmer incomes.

Highlights

Ghana’s cocoa farmers earn between $1,500 and $2,000 annually on average,
with farm profitability highly influenced by global cocoa prices and input costs.

The Living Income Differential (LID), introduced in 2019, has positively impacted
cocoa profitability by raising the farmgate price by $400 per tonne.

Climate change, rising input costs, and limited access to finance remain key
challenges to maximizing profitability in Ghana’s cocoa sector.
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Highlights:

Ghana’s cocoa farmers earn between $1,500 and $2,000 annually on average,
with farm profitability highly influenced by global cocoa prices and input costs.

The Living Income Differential (LID), introduced in 2019, has positively impacted
cocoa profitability by raising the farmgate price by $400 per tonne.

Climate change, rising input costs, and limited access to finance remain key
challenges to maximizing profitability in Ghana’s cocoa sector.

Research Methodology:

This article is based on data from the Ghana Cocoa Board (COCOBOD), the International
Cocoa Organization (ICCO), and reports from the World Bank. Quantitative data on
production costs, market prices, and farmer income is combined with qualitative
analysis of government policies, climate risks, and farm-level practices. Interviews with
smallholder farmers and sector experts are also incorporated.

Key Statistics and Facts:

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

2. The average income for a cocoa farmer in Ghana is between $1,500 and $2,000
per year, depending on yields and input costs.

3. The farmgate price for cocoa in Ghana in the 2023/2024 season is set at GHS
20,943 ($1,820) per tonne, marking a 63% increase from the previous year due to the
Living Income Differential (LID).

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

5. Ghana produces about 850,000 to 900,000 tonnes of cocoa annually,
representing 20-25% of global supply.

6. Certified cocoa, such as Fairtrade and Rainforest Alliance, can command a
10-15% price premium in international markets, benefiting participating farmers.

7. Global cocoa prices in 2023 averaged $2,700 per tonne, and future price trends
will impact profitability levels.

8. The government of Ghana subsidizes inputs such as fertilizers and improved
seedlings, reducing costs for farmers and supporting productivity.

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

10. Ghana’s cocoa processing rate is around 25%, with a goal of processing 50% of
the country’s cocoa domestically by 2030, increasing value-added production.
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Body of Article / Critical Analysis:

Introduction

Cocoa farming is a key driver of Ghana’s economy, contributing significantly to the
nation’s GDP and foreign exchange earnings. As the world’s second-largest cocoa
producer, Ghana’s cocoa sector provides livelihoods for over 800,000 smallholder
farmers. However, while cocoa farming remains essential to Ghana’s economic stability,
profitability at the farm level is influenced by several factors, including global prices,
Input costs, government policies, and climate conditions. This article examines the
current profitability of cocoa farming in Ghana, explores the factors impacting
profitability, and provides projections for the sector’s future growth.

Profitability Dynamics in Cocoa Farming
1.

Farmgate Prices and Global Market Influence The farmgate price of cocoa is one
of the most significant determinants of profitability for Ghana’s smallholder farmers. For
the 2023/2024 season, the farmgate price was set at GHS 20,943 ($1,820) per tonne,
reflecting the positive impact of the Living Income Differential (LID) introduced in 2019.
This premium helps improve farmer incomes by adding $400 per tonne to global cocoa
prices. However, while the LID supports farmer livelihoods, profitability is still
\2/8I2n3erable to fluctuations in global cocoa prices, which averaged $2,700 per tonne in

2.

Input Costs and Production Challenges Cocoa farming in Ghana is input-intensive,
requiring fertilizers, pesticides, and labor. These costs account for 50-60% of total
production expenses, making input management crucial for maintaining profitability.
The Ghanaian government has stepped in with subsidies for fertilizers and seedlings,
but many farmers still face challenges in accessing affordable inputs. Additionally,
rising labor costs and the labor-intensive nature of cocoa farming can further reduce
profit margins, particularly for small-scale farmers.

3.

Yield Variability and Farm Size Cocoa yields in Ghana can vary widely depending on
farming practices, input use, and environmental conditions. On average, smallholder
farmers produce between 400 and 800 kilograms of cocoa per hectare, with farm sizes
typically ranging from 2 to 5 hectares. Farmers with access to improved seedlings and
modern farming techniques tend to achieve higher yields and better profitability.
However, for those with limited resources, low yields reduce overall income and
profitability.

4.

Living Income Differential (LID) The LID, introduced by Ghana and Ivory Coast in
2019, was designed to address the issue of low farmer incomes in the cocoa sector. By
adding a $400 premium per tonne to global cocoa prices, the LID helps improve farmer
profitability and ensures a living income for smallholder farmers. This initiative has
contributed to a 63% increase in Ghana’s farmgate price for the 2023/2024 season,
providing farmers with greater financial security. Nevertheless, its effectiveness
depends on the cooperation of international buyers and the continued enforcement of
the LID in global cocoa markets.
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Current Top 10 Factors Impacting Cocoa Farming Profitability:

1. Farmgate Prices: Higher farmgate prices, supported by the LID, boost
profitability but remain vulnerable to global price fluctuations.

2. Input Costs: Fertilizers, pesticides, and labor represent a significant portion of
production expenses, affecting farmers’ ability to generate profits.

3. Climate Change: Rising temperatures, unpredictable rainfall, and soil
degradation pose long-term risks to cocoa yields, threatening profitability.

4. Yield and Productivity Levels: Farmers who achieve higher yields through
access to inputs and improved farming techniques enjoy greater profitability.

5. Land Tenure and Farm Size: Small farm sizes limit economies of scale, making
it difficult for farmers to increase profitability without expanding production capacity.

6. Global Cocoa Prices: Price volatility in international markets directly impacts
the amount farmers earn for their cocoa, affecting overall profitability.

7. Sustainability Certifications: Certified cocoa producers can access premium
markets and higher prices, improving profitability for farmers participating in programs
like Fairtrade and Rainforest Alliance.

8. Government Support Programs: Subsidized inputs, technical assistance, and
training provided by the government help reduce production costs and increase
profitability.

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

10. Labor Availability: Cocoa farming is labor-intensive, and rising labor costs or
shortages can erode profit margins, particularly for small-scale farmers.
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Projections and Recommendations:

Looking ahead, cocoa farming in Ghana will face both opportunities and challenges as
global demand for chocolate continues to grow. Rising global cocoa prices, driven by
supply constraints, are likely to support farmgate price increases, while sustainability
certifications and Fairtrade premiums will provide additional revenue streams for
certified farmers. However, risks associated with climate change, rising input costs, and
land tenure issues will need to be addressed to ensure long-term profitability for
smallholder farmers.

Projections:

Global demand for cocoa is expected to grow by 4-5% annually, providing
opportunities for Ghanaian farmers to benefit from higher market prices.

Farmgate prices are likely to remain elevated due to the LID and strong global
demand, improving profitability for cocoa farmers in Ghana.

Climate change will continue to pose risks to cocoa production, requiring
significant investment in climate-smart agriculture to protect yields and profitability.

Recommendations:

1. Promote Climate-Smart Agriculture: Implementing climate-resilient farming
practices, such as agroforestry and drought-resistant cocoa varieties, will help farmers
mitigate the effects of climate change and maintain profitability.

2. Expand Access to Inputs and Finance: Ensuring that farmers have access to
affordable inputs, such as fertilizers and improved seedlings, as well as financial
services, will help reduce production costs and boost profitability.

3. Increase Local Processing: Expanding Ghana'’s cocoa processing capacity will
allow farmers to capture more value from cocoa production and reduce reliance on raw
bean exports, increasing profitability.
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Conclusion:

Cocoa farming remains an essential part of Ghana’s economy, but smallholder farmers
face challenges related to fluctuating global prices, high input costs, and climate
change. The introduction of the Living Income Differential has improved farmer incomes
and stabilized farmgate prices, supporting profitability. However, for Ghana’s cocoa
sector to achieve sustainable growth, further investments in climate-smart agriculture,
input accessibility, and local processing capacity are necessary. By addressing these
challenges, Ghana can enhance the profitability of cocoa farming and secure its
position as a leading cocoa producer.
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Notes:

This article uses data from COCOBOD, ICCO, and World Bank reports to provide an
analysis of cocoa farming profitability in Ghana.

Projections are based on current trends in global cocoa demand, climate forecasts,
and government policy initiatives.
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