
Rendered from Anang Tawiah's Blog

The  Ghana  Cocoa  Report  2024:  Ghana  Cocoa:  Top  10
Risks, Trends, and Forecasts for 2024 and Beyond

Explore the top 10 risks facing Ghana’s cocoa industry, including climate change, price

volatility,  and sustainability  concerns.  Learn about trends,  forecasts,  and strategies to

mitigate these risks.

Highlights
      Climate Change Threat: Rising temperatures and erratic rainfall patterns pose
severe risks to cocoa production in Ghana. 
      Economic Instability: Fluctuations in global cocoa prices and currency
depreciation create financial risks for both farmers and the government. 
      Sustainability Concerns: The increasing demand for ethically produced and
certified cocoa is reshaping the industry and influencing trade dynamics. 
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Research Methodology
This analysis is based on data from government reports, research from the Ghana
Cocoa Board (COCOBOD), academic studies, and international market trends. By
reviewing both historical and contemporary data, this article explores the top risks
facing the Ghanaian cocoa industry. Projections are based on current policies, global
demand for cocoa, and climate change models, while recommendations focus on
mitigating these risks and securing long-term industry growth.
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Key Statistics and Facts
     1.  Cocoa’s Contribution to GDP: Cocoa accounts for approximately 7-10% of
Ghana’s GDP and contributes about 20% of total export revenue.
     2.  Global Cocoa Price Fluctuations: In 2023, global cocoa prices fluctuated
between $2,300 and $3,400 per tonne, directly impacting Ghana’s revenue from
cocoa exports.
     3.  Climate Impact: Studies predict that by 2050, cocoa-growing areas in West
Africa could shrink by 25%, significantly affecting Ghana’s production.
     4.  Smuggling Losses: Ghana loses 50,000 to 100,000 tonnes of cocoa annually
to smuggling, representing 10-15% of total production.
     5.  Farmgate Price: In 2023, COCOBOD set the farmgate price at $1,308 per
tonne, reflecting the close ties between global cocoa futures markets and domestic
prices.
     6.  Sustainability Certifications: Fairtrade and Rainforest Alliance-certified cocoa
account for approximately 15% of Ghana’s total cocoa exports.
     7.  Cocoa Employment: Over 800,000 smallholder farmers are directly involved
in cocoa farming, with the sector supporting over 2 million livelihoods.
     8.  Deforestation Risks: Cocoa farming is a leading cause of deforestation in
Ghana, with over 3% of forest cover lost annually in cocoa-producing areas.
     9.  Child Labor Issues: An estimated 770,000 children work in Ghana’s cocoa
sector, posing a reputational risk for the industry.
     10.  Cocoa Productivity: Ghana’s cocoa yield is around 450-500 kg/ha,
significantly lower than other top producers like Ivory Coast, which yields over 800
kg/ha.
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Body of Article / Critical Analysis

Introduction to Ghana’s Cocoa Industry Risks
Ghana is one of the world’s largest cocoa producers, playing a central role in the global
cocoa trade and contributing significantly to the country’s economy. However, the
industry faces a complex web of risks that could undermine its long-term sustainability
and profitability. These risks range from climate change and environmental degradation
to economic instability and supply chain disruptions. Understanding these risks is
essential for developing effective strategies to protect Ghana’s cocoa sector, which is a
critical source of income for millions of smallholder farmers.

Top 10 Risks Facing Ghana’s Cocoa Industry
     1.  
Climate Change: Climate change is perhaps the most pressing long-term risk for
Ghana’s cocoa sector. Rising temperatures, changing rainfall patterns, and more
frequent extreme weather events are reducing the suitability of cocoa-growing areas.
By 2050, many regions that are currently ideal for cocoa cultivation may no longer be
viable, potentially reducing Ghana’s output by up to 25%. Adaptation strategies, such
as developing climate-resilient cocoa varieties and promoting agroforestry, are
essential to mitigating this risk.

     2.  
Global Cocoa Price Volatility: Cocoa prices are subject to global market fluctuations,
driven by changes in supply, demand, and speculation. In 2023, prices ranged from
$2,300 to $3,400 per tonne, causing uncertainty for Ghanaian cocoa farmers and
exporters. When prices fall, farmers receive lower incomes, while the government loses
valuable export revenue. Hedging strategies through futures and options trading, along
with efforts to stabilize production levels, can help reduce the impact of price volatility.

     3.  
Smuggling: Cocoa smuggling across Ghana’s borders, particularly to Ivory Coast
where prices are often higher, continues to be a significant issue. Ghana loses between
50,000 and 100,000 tonnes of cocoa annually to smuggling, representing 10-15% of its
total production. This not only deprives the government of tax revenues but also
distorts domestic cocoa prices. Strengthening border controls and harmonizing
farmgate prices with neighboring countries can help address this problem.

     4.  
Currency Depreciation: Fluctuations in the Ghanaian cedi against major currencies
such as the U.S. dollar affect the purchasing power of farmers and the overall
profitability of cocoa exports. A weak cedi increases the cost of imported agricultural
inputs, such as fertilizers and pesticides, which are essential for improving yields. To
mitigate this risk, the government must implement sound monetary policies and
explore measures to reduce input costs for farmers.

     5.  
Sustainability and Certification: Increasing global demand for sustainably sourced
cocoa, particularly in European and North American markets, poses both a challenge
and an opportunity for Ghana. Currently, only about 15% of Ghana’s cocoa exports are
certified by programs like Fairtrade and Rainforest Alliance. Meeting the growing
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demand for certified, ethical cocoa will require significant investments in farmer
training, monitoring, and compliance with international standards. Failure to adapt to
these trends could result in lost market access and reputational damage.

     6.  
Deforestation and Environmental Degradation: Cocoa farming is one of the
leading drivers of deforestation in Ghana. The expansion of cocoa farms into protected
forest areas threatens biodiversity and contributes to the loss of critical ecosystems. As
global consumers become more environmentally conscious, deforestation linked to
cocoa production poses a significant reputational and trade risk for Ghana. The
government and industry stakeholders must implement more robust policies to
promote sustainable farming practices and reforestation initiatives.

     7.  
Child Labor: The issue of child labor remains a significant concern in Ghana’s cocoa
sector. While progress has been made, an estimated 770,000 children are still engaged
in hazardous work on cocoa farms. This issue not only violates international labor
standards but also poses a reputational risk for Ghana’s cocoa exports, especially as
consumers demand more transparency and ethical production practices. Strengthening
enforcement mechanisms and providing alternative income sources for families is
crucial for addressing this issue.

     8.  
Low Productivity: Ghana’s cocoa yields are lower than those of other major producers
like Ivory Coast, primarily due to aging trees, limited access to modern farming
techniques, and inadequate use of fertilizers. Low productivity reduces the overall
competitiveness of Ghana’s cocoa on the global market. Addressing this issue requires
government investment in agricultural research, farmer training, and access to
affordable inputs that can boost yields.

     9.  
Supply Chain Disruptions: Disruptions in the cocoa supply chain, whether due to
political instability, labor shortages, or logistical challenges, can have a severe impact
on Ghana’s cocoa exports. In recent years, global supply chain disruptions caused by
the COVID-19 pandemic highlighted the vulnerability of cocoa supply chains to external
shocks. Building more resilient supply chains through investment in infrastructure and
logistics is essential to mitigating this risk.

     10.  
Political and Economic Uncertainty: Political instability or economic
mismanagement can have a profound impact on Ghana’s cocoa sector. Policies that
undermine COCOBOD’s role in stabilizing farmgate prices or fail to address farmers’
concerns could lead to unrest and reduced cocoa output. It is crucial for Ghana’s
government to maintain stable economic policies and support mechanisms for farmers
to ensure the long-term health of the cocoa sector.
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Projections and Recommendations

Projections
Over the next decade, the Ghanaian cocoa industry will face increasing challenges
related to climate change, price volatility, and sustainability concerns. However, with
the right investments in productivity-enhancing technologies, sustainable farming
practices, and financial tools like futures and options, Ghana can mitigate many of
these risks. By 2030, Ghana aims to process at least 50% of its cocoa domestically,
which will help stabilize revenues and reduce reliance on raw cocoa exports.

Recommendations
     1.  Climate Adaptation: Invest in climate-resilient cocoa varieties and promote
agroforestry to mitigate the impact of climate change on cocoa production.
     2.  Boost Productivity: Increase access to fertilizers, improve farmer training, and
encourage the replanting of aging cocoa trees to raise productivity levels.
     3.  Sustainability Certifications: Expand participation in sustainability
certification programs to meet global demand for ethically produced cocoa and protect
market access.
     4.  Combat Smuggling: Harmonize farmgate prices with neighboring countries and
strengthen border controls to reduce cocoa smuggling.
     5.  Child Labor Elimination: Enhance enforcement of labor laws and provide
alternative economic opportunities for families to eliminate child labor in the cocoa
sector.
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Conclusions
Ghana’s cocoa industry is at a critical juncture, facing a range of risks that could
undermine its long-term sustainability and profitability. Climate change, price volatility,
and sustainability concerns are among the most pressing challenges that need to be
addressed. However, by implementing effective risk management strategies and
investing in productivity, sustainability, and supply chain resilience, Ghana can secure
its position as a global leader in cocoa production while improving the livelihoods of its
farmers.
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Notes
This analysis is based on data from COCOBOD, international market reports, and
academic research on the cocoa sector in Ghana and West Africa.
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