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XECUTIVE SUMMARY

Forests are being lost at an alarming rabéven by the expansion of internationally traded commodities

A number of companies have responded by pledging to rendetarestation fromtheir supply chains.

This catalyzed the creation of thieopical Forest Alliance 2020a globalpublicprivate partnership

aimed at reducing deforestation associated with commodities. Governments have also made

commitments to reduce comnity-driven deforestation. In Ghana, cocoa praegd by smallholders has

beenthe leading agricultural product driving deforestationresponseGhanads | nt ended Nat
Determined Contribution to the Paris Agreement on Climate Chasgecificallyncludes a 45ercent

reduction ofgreenhouse gasmissions from the cocoa landscape

Implementation othesesupgy chain commitments is laggiag many companiesd governmentfind
that reducing deforestation is harder than expectBahduction of deforestatiorfree commodities is
hampered by lack of langse planningenure insecurityweakpolicy implementatiofiax law
enforcementand insufficient moniting and accountability systenideanwhilegovernments face an
enormous challenge in balangdemands for highetocoa productiorwith plansto minimize
deforestation environmentadegradationand biodiversity losdor example, the Government of Ghana
wants tomore than double cocoa output to 1.6 million tons by 20@6ncrease farmer incomes and
export earnings while simultaneously reducing deforestation and greenhouse gasremissi

This report examines the interrelationships between land and tree tenure, cocoa productinity
deforestationto identify interventions thatanhelpGhanameet itsproductivity and REDD+ goals

There are anumber ofimportant challengesA large epanse of cocoa land is experiencing productivity
decline. Small growers who once migrated to old growth forests to carve out new cocoa stands now
sufferdue to diminishedremainingorests.Replacing old and unprodtixe cocoatrees offers potential

to increase cocoa productivity while reducing deforestation, but tenure insecurity discourages landlords
from allowing tenants to replant trees, while high costs of cocoa rehamilitare prohibitive to
resourcepoor small farmers. Promoting shaded cocoa eatibns with timber and notimber species
helps promote sustainable cocoa cultivation and bionass$,on the margin could enable REDD+
payments through fair benefit sharitgit insecure tree rights discourage tree planting. While the
Forestry Commissiomow allows farmes rights to shade trees, this is not widely known clearly
operationalizedLand and tree administration systems are disjointed, ardharing of benefits between
tenant and landlord untested.

While the Lands Commission is interested in promoting commercial leases for industrial agriculture, the
prevalence of a customary land regime promotes smallholder cocoa production. This has prevented
largescale capital investments that could overcome hiigh replanting costs. Customary tenure
arrangements have also historically creatatkntives to carve out newly planted cocfaamsfrom

secondary and old growth forestthereby encouragingroducers to expandheir area rather than
intensifyproduction Due to technical and financial constraints of customary institutions, landscape
governance anthnduse planning within rural cocoa areas rarely happens

The assessment report concludes with concrete activities to strengthen land and tree tesmulegssist
farmers with cocoa rehabilitation to increase productivity, rebuild forests with shaded cocoa, and
reduce land use pressures at the forest fringe. Lessons learpattifelp inform sustainable cocoa
production and Ghanad sam@npleneatatidtas wekas progRlBsDD+ Pr o g
emphasizing otherocoaagroforestry systemgCocoaAction).
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Presently smallholder farms arstuckin an inefficient deadlock of contestations around ambiglarus
and tree tenureterms that encourage farmers to keemproductive cocoa farms in use. Unblocking this
deadlock would help create a conducive atmosphere for farmers, landovwaratsustomary and
statutory authorities to mediate and negotiate standarde for existing land contracts to both

improve producivity over the longerm as well as reduce deforestatiofienure reform is urgently
needed thaimprovescoordination between customary and statutory structuresduaes conflict

between landlord and tenantlarifies and documerdrights in different contractual arrangements to
strengthen tenure securifyransfess rights over timber trees to landowning groupshanned payments
from revenuesharing schemes to cocoa farmgasd assistsmallholders with cocoa rehabilitation to
increase land use value.

Based on the land and natural resource governance and tenure assessmiptdtlzaked set of
interventionsare identifiedhat encourageeplanting old cocoa farms whiteducing land uspressures
on the forest fringe

A. Strengthen Land Governance. Establish mechanisnsresolve tenure disputeenforce
land, tree, and farm rehabilitation agreemeiatsd establish tenureesponsivdanduse planning
to help addres®oth problems of accountability and transpareraogl promote farm
rehabilitation.

B. Clarify Rights to Land and Trees . Educate farmers and landlords on benefits of clarifying
rights Documentland and tree tenure to help address problems of tenure security in land and
trees that undermine incentives to invest in preseocoa lands and maintain shade trees on
cocoa farms.

C. Investin Cocoa Farm Rehabilitation . Engage cocoabuyefhanads Camoddhea Boar d
chocolate industry to create finaimg plans for tree removal, inputs, and extension services to
help overcome tle high costs of cocoa farm rehabilitation facing resoypoer farmers.Some
small farmers do niowant to replant, and others wiltontinue to move to frontier areas
because that is what they have always done. Butnmyother farmers in the cocoa sectp
combining theeommitment andvherewithal of cocoa companies, government support agencies,
and even the timber industry in a pubficivate partnership with donor funding would help
promote entrepreneurship (particularly among youth), increase cocoauymtity, establish
valuable tree specieandimprove environmental sustainability.

Some of theseomponentscouldbe implemented as a pileiaa publieprivate partnership between

bilateral donors ad the private sector in collaboration witthe commurties involvedThis report puts

forward a series opilot interventions thaimirror many aspectsdf he Gover nmeQGotoaof Ghan
Forest REDD+ Prograras well as th&Vorld Cocoa Foundatioh s CocoaAction program

The report was commissioned lilie United States Agency for International Developmémmbugh the

Tenure and Global Climate Change task order under the Strengthening Tenure and Resource Rights
IndefiniteDeliverylndefiniteQuantity contract. It was prepared with input and supportfromde r shey é s
andAgroEcom Ghana Lt a subsidiary of Ecom Agroindustrial Cérpvho suppliesHer shey 6s wi t h
cocoa from Ghana.
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1.0 INTRODUCTION

1.1 Forests

While there is uncertainty regarding the total numbéris estimated thaspproximately 13 billion
peoplethroughout the worlddependprimarilyon forest resources for their livelihood&Chao, 2012)
Forestsharbor significant terrestrial biodiversity, produce multiple environmental ben@fesbrechts,
Wilkie, Rucevska& Sen,2009) and play an i mportant role in

However, forests are being lost at an alarming rdEmissions from land use and forests accounted for
approximately onehird of anthropogenicarbon dioxide CO2) emissions from 1756 2011, and 12
percentof emissions from 200 2009 (Smith et al., 2014Dver the lastdecadejt has become clear
that loss of forests in the tropics has beednven by the expansion dfternationally traded
commodities(Climate Focus, 2016%lobally thistrend is dominated byargescalecommercial
production of soy, palm oil, cattle, and timber products, wathier commoditiesand smallhioler
production more important in certaircountries(Wolosin, 2013)

In Ghanagocoa produced bgmallholdes is the leading agricultural product driving deforestatidhe

peopl

forest emission reference leveirGhanads Coc oa For(6GRPsRomDiattove®r o gr a m

referenceperiod of 20002015 an average of 138,00 ctares fa) of forestwas losteach yeafrom

the high forest zoneConversionof forests to agricultural land was identified as franary driver of
deforestationduring the reference periodAn aveage 0f10,000 ha of forests pgrear(1.65 million han
total) wasconverted to agricultureOver a quarter (27percen) of agriculture conversion resulted from
cocoa expansion, making it the single most important commaodity driver of deforestation REB®D+
program aregGovernment of Ghan®016.

1.2 Response to Deforestation

In responsethe Consumer Goods Foruin a network of over 400 companies with annual sabeve
EUR 2.5 trilliofi along witha number ofother companieshas made commitments t@reate
deforestationfree supplychaing Thistriggered the creation of the Tropical Forest Allime (TFA) 2020
aglobalpublicprivate partnership aimed at reducing deforestation associated with commodifiés

202006s initial focus is on key commoditi:eay, associ

beef, palm oil, and paper apdip. Governments have also made commitments to reduce commedity

driven deforestation. Ghanaos I ntended National

Climate Changspecificallyncludes a 4percentreduction of emissions from the cocoa tistape
(Government of Ghana2015)2

However, implementation ahesesupply chain commitments is laggi@grbon Disclosure Project,
2016, as many companies find that reducing deforestasdmarder than expecte(Rautner, Lawrence,
Bregman& Leggett, 2015 oduction of deforestatioAree commodities is hampered by lack of land
use planning, weak law enforcement, and insufficient monitoring and accountability &tecis&
Lee, D16) Land and resource tenure securityasalso been identified amanfluentiaffactor to forest

1 For examplein November 2010 the Consumer Goods Forum made a resolution to have zetaeforestation from commaodities by
2020(Consumer Goods Forum, 2015)ore recently, the September 2014 New York Declaration on Forestslorsed by a number of
companies, government, indigris groupsand civil societyincludeddthe privatesector goal of eliminating deforestation from the
production of agricultural commodities such as palm oil, soy, paper, and beef products by no later than 2020, recognizarnytha
companieshaveevenor e ambi ti ous targetsé (Goal 2) . F oCiimate Rocug2056 s s me n t

2 This is a provisional target from reduced deforestatithe scope of which will be updated before 2020.
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conservation succeswith weak tenure linked to reduced productivjtsthereby encouraginggricultural
expansion into forestsather than intensification(Owubah, Le Master, Bowke& Lee,2001; United
States Agency for International Developme2®15)and increase communitylevel tenure security
linked to improved forest protectiorfWolosin, 2013)

The Hershey Company h er e af t e is arhlembes df theyGdrssymer Goods Forum and has

pledged tosustainablsourcing of commodities, including removing deforestation from supply chains

with a focus on sustainable palm @ilershey Company, n.d.) H e r solreeg/tiiesnajorityf its

cocoa from Ghana and@ e d §dndiscconmméted to improving the lives of cocoa farmelrs.

Ghana, Her shey ds EcomAgmiadustrinl ICergECQ@M andiits Ibcal Gshana
subsidiaryAgroEcom Ghana LtAGL). In response tabservaions thatland tenureis aconstrairt on

increased productivityHershey is interested irhelpingits farmers improvetheir land tenuresecurity.

Byworking with ECOM tohelp farmersclarify, documentand defendheir land and resource rights

He r s Ibeigvésshey will impravproductivity of existing farms rather thaxpandinto new farming

areasat the expense of natural fores{ per son al communications, Hershey

This report wasdevelopedoy a Tenure and Global Climate Changeogram(TGCC) task orderfunded

by the United States Agency for International Development (USAID) under the Strengthening Tenure
and Resource Rights (STARR) IndefibidiveryindefiniteQuantity contract (IDIQ). T G C Cndission is

to supportresearch on tenureproperty rights and climate change mitigation and adaptation; clarify
legal and regulatory rights to benefits from environmental services; strengthen rights of women and
vulnerable groupto benefits;andinvestin pilots that strengthen land and resource rights for promoting
climatesmart ind use practices. This assessnantsto facilitatea privatepublic partnership between
Hershey, £COM, AGLand USAID for improving sustainable cocoa cultivation in GHautdnasmuch
broader implications for programs such as CocoaActiwhich wadnitiated anded by the World

Cocoa FoundatioA

1.3 Cocoa Supply Chain

Identifying and tailoringnterventions to reduce deforestation in the cocoa production landscape in
Ghanarequiresunderstanihg howsmallholder cocoa farmers, cocdauying companieghe

Government of GhanaGOG), and chocolate companiessu c h as Her §igueellpvidep er at e .
a schematic view of the insti taodoa supplychamThe chdimm k e hol
begins with many smallholder farmers producing cocoa at ssoélbptimalevels who are typically

poor and marginalized A uni que feature of Ghanads cocoa supp
commercialfarms, concession agulture, or staterun farms.These small cocoa farmers are supported

with inputs and extension services, and in some instances are agganip farmerassociations that

assist with procurement and marketing.

At the heartof the supply chairsithe CocoaBoard Cocobod), a governmental institutiothat markets
cocoa internationally. has a dominant role ithe cocoa sector through its various armasd agents.
Toward the topare licensed buying companies (ldB&uthorized byCocobodto purchaseand bag
cocoa from farmers on its behalf the 2013/2014 season, 41 LB®sre licensed to purchase cocpa
but only 32 did sa AGL a subsidiary oECOM, which helped facilitate this stuidyis a LBC duringthe
2013/2014crop seasonit procured approximately 1@ercent(98,029 tors) of total cocoa purchases in
Ghana making it t h ecocoapurdhaserGlanatChcoarBdard| 281)yie share
expanded during 2018016 when AGLpurchased approximately3lpercent(104,074tons) of total

3 CocoaAction was launched in 2014 amsla voluntary industryvide strategy that alignstt@o ver nments of Cl'te dél voire
worl dés | eadi ng c oc qandkeynsthkelwollaysoopribrity issiesincongaasustairabiliiney coordinate a joint
response toenabling scale through common interventions, agreeing on a framework for measuring results, employing a holistic focus on
the farmer and community, sharing best practices aihgrés through learning, and working closely with government and key stakeholders
(World Cocoa Foundation, 2015)
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cocoainGhana mak i ng iseconddrgest puechaseoonodizehind PBG the state owned
subsidiary of Cocobod.

Figure 1.1: Cocoa Supply Chain in Ghana

3 Smallholder | Eyicnsion and
Individual [ Farmer Input Providers
Buyers R (CSD, CRIG, others)

T
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Bagging (LBCs)
Fo?egngng & Loca

| ,

. Bank and
i [ Cotecton [ it facltator
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ACTIVITIES
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e
e
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}

International sales to traders
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manu‘facturlng & retail sales
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SOURCE: ADAPTED FROM ASANTE-POKE ANGELUCCI (2013)

At the farm gate, LBCs employ purchasing clerks (RE€&)dividual buyersvho are prefinanced and
provided logistical support to purchase cocoa fraabout 3,000 cocoduying companies or centers
(villages, hamlets, cottages) (AsaRteku & Angelucci, 2013). P@ee usually locad within the farming
communities and most often are cocoa farmers themselVasy bag the cocoa at an acceptable weight
and prepare it for grading and sealing. Higheality beans are typically exported while lowgrade

cocoa beans are sold to local processors and confectionary manufactuB£s compete among
themselves across communities through the services they provide. The behavior of PCs is critical and
affects the volume of cocoa purchased. Theiowiedge and credibility in the farming community largely
determines the loyalty and prefererecof farmers to one LBC relative to competitor companies.
Hersheys, as a foreign trader, bugxclusivelyfrom ECOM, which in turn buys fronCocobod through

the Cocoa Marketing Company (CM@Wi t hi n this context, Hersheyds cc
through various programs it funds via AGL and its extension agents that work directly with farmers.

Cocobod controls the farm gate price that farmers receive for cocoa. £B@st purchase at the fixed
price announced by Cocobod and are paid by Cocobod for theirations in the form of commissions
on volumes. LBEcannot compete on prices offered to farmemly through the srvices they can
provide to these farmerdimiting their ability to use price incentives to attract farmérghe fixed

4 AGL (ECOM sub and LBC) bugscoafrom farmersand sellso Cocobod. ECOM then buys from CMC (al€@ocobod)which then sells
toHer sheyds. ECOM, t hr othupboth setlsstoCacabodidomesticalhroongh AGL ] aadrbuye feom Cocobod for
the international market.

Because LBCs compete by the extension senvibegoffer to farmers, a publiprivate partnership would help lower LBC costs and
expandservices to moregarmersby partneringwith a public sectoentity or donor able to provide lhese public goods and servickghile
such partnership might provide a competitive advantage to the LBC, it could also encourage other LBCs to join the rakigysee
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market price ancthallenges with contract enforcemealso limit options to provide financial onput

support to farmers to replant unproductive farms because of farmer freedoorasssellto other

LBGs. Cocobodbds control o ft usedite pree-fixipgmpdwer tocektradt rantsi s i mme
from farmers currently farmers get paid 75 perceot the world market price for their producé The

rents extractedfrom farmers helgfundC o ¢ o btectinical support including pest and disease

management, provision of training and extension services, and agrictggaarch. Its Quality Control

Department inspects, checkgrades, and seals each consignment of cocoa to ensure quality standards.

1.4 Cocoa Sustainability Challenge

Cocoa is a critically iportant commaodity to the G5 at national, regional and local government levels
because it provides significant economic bendiis include jobs, improved livelihoodsd social

welfare expandedax base, higher family and corporate incqmaed foreign exchange earnings growth
Identifying how to develop a new pathway for continued cocoa production that does not rely on
continued deforestation requires a careful understanding of its role in tkierva pditical economy of
development as well as poverty alleviation.

In 2010,cocoaaccounted for &ercentof G h a ngeods slomestic productGDP), 30 percentof total

export earnings, and around Zfercentof t he count r y.0 sGhfaonrae iigsn tehxec hwaonrgle
largestcocoaproducer and second largest exportddue to the strong customary tenure regimeocoa

farming is dominatety smdholders, without largescale concession®f the 900,000 tons produceth

2010(Figure 12), 90 percentwas grown by smaholders(Tawaih, 2015)making ita strategic sector for

addressing rurgboverty and lowincomes. Cocoa has seen several boom and bust cycles (see Section 2)

andby 2005 crop yieldsand productionhadalreadybegunto stagnate (igure 12). Between 2000 and

2005, while yield increased modestly, the area under cultivation increased dramatically,eethdenc

these moderate gains in yield came at the expense of expanding areas under cultivation rather than

through intensification of already cultivatedarédas. nce 2010, coc ovarsesediper f or man
part due tothe downside of shorterm gains osungrown cocoacatching upvith cocoa farmers

Cocoa production for the 2012015 and 20152016 cocoa seasaireachedonly 730,000and690,000

tons respectively

Figure 1.2: Ghana Cocoa Production, Area and Yield Time Series In 2016,Cocobodannounced

250000 s plans to more than doubleocoa
output to 1.6 million tons by 2@6
L am throughthe dissemination of new

7= 7 ol hvbri . .
ybrid seedlings more resistant to
1500000 74 ﬁ.’/’\'— 300 pests and diseases atitough

improved infrastructurgThe

2000050

Lo 200 Finder2016) Achieving this goal
/ /\,—-\_/__—/' will be a challengéor it will take
S T____,.r e several years of concerted effort
before any yield increase

: . . . . . . . . . o T . . . .
e [Had, el axh - oducticn Lonnes, lefl ads Fheld (i Hal, Fight asds take to dlssemlnate Seedllngs to
smallholder farmergeplant old

partnerships with other donors. In the longer run, the public sector interventions provided by donors along with enabling policy ref
would have to be subsumed by state or private sector entities if the interventions are to be sustainable.

5 Prior to economicreforms, farmers were gdé substantially less (below 20 percgfiolavalli & Vigner2011).

7 Removing shade trees on cocoa farms that result ingnawn cocoa produces shoiterm yield gains at the expense of productivity over
the long term. See Section 2 for further discussion.
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fields,andimplementthe proposedinfrastructure projectsas well ashe lag between tree planting and
initial yields five years)

Ghanais presentlywrestling with two competing objective3 he first is to increaseocoa production to
increaseoutput and exportearnings, whichistoricallyhavebeen at the cost ofleforestation The
secondobjective isto maintalch anads | ast v eisgbiodiyersty logsfandf or e st |
environmental degradatiomeducinggreenhouse ga$sHG) emissionsandparticipating in international
efforts to reduce deforestation and desglation Underlying this is a complex and largely undocumented
customary tenure regime that has historically incentivized clearing native forest for cocoa production,
and currenty acts as a barrieto reinvesting in unproductive farmisleeting both objetives will require

a newcocoa productionparadigm thatddresses tenure and other constraintshietter manage the
agriculturalresource base and promoteew investment in trees and agarestry systemgor

sustainability

1.5 Objective s

The purpose of thigseport is to examine the interrationships between land and natural resource
governance antenure, cocoa productivityand deforestationo propose apilot project for reducing
deforestation through tenureelated interventionsThis report sets out

1. How lack oftenure security in land anglees hagesulted in the expansion ofinsustainable
cocoa farminghrough theconvession of naturaforestsand removal of shade trees;

2. Thelinkages between tenure security, cocoa productjdiyddeforestation to help establish
causeandeffect relationships;

3. A proposedstrategyto increag sustainable cocoa productidy addressing tenure and
investmentconstraints which in turn will helpreduce deforestation, environmental degradatjon
and biodiversity losgnd

4. How to facilitate apublicprivate partnership to pilot and test interventions that achieve
reductions in deforestation by improving productivity on existing smallhaideoafarms

1.6 Approach

Thereport was prepared through a Figure 1.3: Geographic Coverage of Hershey & ©perations
combination ofdesk research, interviews, ang R RS e

a short field visit to a cocegrowing region
near DunkwaOn-Offin (Western Ghana}hat
was close to gazettbforests andunder
pressure from gold minin@~igure 13).
Meetings were helth Accra and Kumasi
duringatwo-weekperiod from October 23

to November4, 2016andincluded interviews
with the government, civil societgndprivate
sector,as well a@ community meeting with
cocoa farmers. See Annéxfor a list of
interviewees.

The teamalso used database of information
collected byAGL to evaluag the relationship
between cocoa productivity and
deforestation. Tis data provdeda valuable
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understanding of the age of trees diarms selling cocoa tbl e r s Haekgy@aterminant of cocoa
productivity), as well as visualizing thed use dynamics betweencoa cultivatioron old farms andht
the forest frontier.

The amount ofdata and informatiobased on cocoa productiviigleforestationin Ghanas very large.

As of 2014, Tropenbos Internationé?014)compiled a list of 36 cocoa projects and initiatives that link
with sustainable production, landscapasd biodiversityalone Many ofthe agencig visited in Annex 1
have producedield-level research on various aspects of the tenpreductivity-deforestation nexus.
The Reference section in this report is a fair representation of a much larger set of documentatton
it is not exhaustiveRather the goal of this studys to tightenthe linkage between tenure, productivity
and deforestation thadften resides in different philosophical and academic caamgstoapply this

body of thinking toClimate Smart Cocodevelopment pathways led by REDprogrammingAnnex 2)
andpromoted bythe World Cocoa Foundation.

1.7 Report Structure

Section 2of this report examines the challenggmtc onf r ont Ghanads cadheoa sectoc
vast areas plantedith old cocoa treesa humber of which haviead shade trees removed aage past

their prime. High costs of tree removabmbined with incentives to carve ounewly planted cocoa

farmsfrom secondary and old growth forests encourage producersxpandtheir arearather than

intensify productionbut at the cost of biodiversity lossnddeforestation Some of the challenges facing

the cocoa sector are connected to the complex tenure regime in Gh&eation 3examines how

tenure insecurity in land and treegives removal of shade treespnstrairs cocoa land rehabilitatign

and creaesperverse incentives to deforesthe challenges outlined Bections2 and 3 are not

insurmountable and can be addressed through a mix of pglmyernanceinstitutional and incentive

structures.

The concludingsection 4 outlines a road map gissibleinterventionsthat can quickly pilot many
aspects of th&s O G & scoa Forest REDD{Reducing Emissions from Deforestation and Forest
Degradation)Programat a small scalddowever,asidefrom certain hterventionsrelated totree rights
andforest protection the land tenure reformgroposedare equally relevant to rehabilitating sun cocoa
plantationswvhere tenure relations between landlords and tenants discourage removal of old and
unproductive cocoa treed heseinterventions aim tosecure property rights imand and treesnd to
develop modes dfinancinghat enableand encourage small farmers to clear old trees eglantwith
higheryielding varietiesOver time, tenure securityand higher cocoa productiviin both surt and
shadecocoa systems cameduce pressureon secondary and old growth forestherebydecreasing
deforestation.
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