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Introduction
Cacao (or cocoa for some) is a bean derived from the Theobroma cacao or cocoa tree,
which grows in elevations of 1,000 meters above sea level. Originating from South American
rainforests, cocoa thrives best in wet climates with rainfall evenly distributed across the year.
The Aztecs of South America were the first in recorded history to harvest cocoa beans and
concocted a beverage called “xocolātl”. Thus began man’s global romance with chocolate.
Cocoa is used as a source material for chocolate and cocoa powder. Cocoa butter is also
derived from roasted cocoa beans and is prominently used by the cosmetic and
pharmaceutical industries. Other uses of cocoa beans include treatments for a wide variety
of diseases including diabetes. In the Philippines, most small-scale producers process their
cocoa beans into “tableya,” a native chocolate confection.
Forty tropical countries produce cacao. The price has significantly increased alongside the
global demand for chocolate. In 2013, the world consumed more than 4 million metric tons
(MT) of cacao beans, registering a 32% increase from the past decade (ICCO, 2014). The
upsurge encouraged many cocoa farmers, particularly in Ghana and the Ivory Coast, to
augment production. These two countries account for more than 50% of global production
(WCF Report, 2012).
A minor player in the global cacao trade, the Philippines is not properly positioned to take
advantage of the surge in demand. In fact, domestic production took a dive in 1990s despite
pump priming initiatives. Domestic growth of the industry is hampered by a myriad of
problems ranging from fragmented market linkages, inadequate technology and expertise,
availability of land for expansion, and prevalence of pests. Farmer awareness on the
economic potential of cacao is very low with very few engaged in cultivation.

What is the Current State of the Global Trade in Cacao?
Ninety percent of the global supply mainly comes from 5.5 million smallholders worldwide.
Top producing countries include Cameroon, Ivory Coast, Ghana, Nigeria in the African
region; Malaysia and Indonesia in the Asia-Oceania region; as well as Brazil and Ecuador in
South America. According to a 2013 market update from the World Cocoa Foundation, 73%
of the global cocoa output came from Africa, 14% from Asia-Oceania and 13% from the
Americas.
Extreme weather events impact on cocoa production. The El Nino phenomenon in 2009
reduced global output by 2.4% in 2010 according to the WCF. Global output in 2012
declined by -5% but the volume still coped with the 3.9 million MT demand for processing.
The challenge is meeting the projected demand that’s expected to increase at a rate of 2.5%
to 3% in the next 10 years, or an estimated 100,000 MT annually. There had been shortfalls
in cocoa bean production since 2011 when Africa suffered drastic changes in climate
patterns and the uncontrolled spread of cocoa pests and diseases. The shortfall was
aggravated by an increase in the prices of pesticides and other farm inputs. (WCF report,
2012)
Cocoa prices fluctuated immensely in the last 10 years. It reached an all time low of US$
744 per metric ton in 2001 to a whooping US$ 3,600 per metric ton in 2010 due to erratic
swings in supply and demand. Other factors also came into play such as the global financial
crisis in 2008 and 2009 which affected consumer demand. To cope with rising prices,
manufacturers reduced the cocoa content of their products, thus further affecting demand.
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Market conditions improved in 2010 along with the recovery from the financial crisis and
increasing awareness of consumers. Surges in demand usually come from developed
countries. The International Cocoa Organization (ICCO) recorded a steady increase in
processing starting 2012.1 Europe tops the list in demand2, accounting for an average of
40% in global grindings from 2007 until 2012 (ICCO, WCF). In general, global processing
has increased since 2007 compared to pre-2007 levels. Europe remains the biggest player.
Origin grindings, or when beans are processed within the region where they are produced,
also increased by nine percent (9%). Even Africa, which has the smallest processing
volume, has shown a 14% increase in grinding.
As per 2009 FAO and WCF data, the Netherlands topped the list of bean imports, the United
States in cocoa powder and cake preparation, and France in chocolate preparations (see
Table 1).
Table 1. Top 5 Cocoa Bean and Cocoa Byproduct Importers (2009, in USD)

Cocoa Beans
Netherlands
United States
Germany
Malaysia
France

2,075,860,000
1,228,060,000
976,677,000
768,199,000
493,246,000

Cocoa Powder and Cake
Preparations
United States
Germany
France
Japan
Russia

337,074,000
110,855,000
100,286,000
75,873,000
73,286,000

Chocolate Preparations
France
Germany
UK
United States
Netherlands

1,597,530.000
1,464,840,000
1,420,300,000
1,407,960,000
762,134,000

Source: FAOstat, World Cocoa Foundation.

Cocoa is a billion dollar industry. The Ivory Coast tops the list of exporters with 15.2 million
MT of exports valued at US $ 4.3 billion in 2012, followed by Ghana with 10.2 million MT in
exports valued at US $ 3.1 billion. European countries like Germany, the Netherlands, and
Belgium also top the list in the export of chocolate and its other by-products.
Table 2. Top 5 Exporting Cocoa Product Exporting Countries (2012)

Country
Ivory Coast
Germany
Netherlands
Ghana
Belgium

Quantity (MT)
15,20,606.00
9,13,185.00
8,97,551.00
10,26,317.00
6,22,708.00

Value (Million USD)
4,292.00
4,276.00
3,582.00
3,147.00
2,774.00

Source: UN Comtrade Database

What is the Origin of the Philippine Cocoa Industry?
Cocoa was first introduced in the Philippines by the Spanish colonizers four centuries ago.
The country was the first in Asia to actively produce cocoa beans in the latter part of the
1600s in San Jose, Batangas. By the 1950s, cocoa became a highly profitable commodity as
commercial cocoa farms and processing facilities were established. In 1980, cacao
production expanded as tax incentives were offered by the Philippine government for largescale investments, particularly in Mindanao where the land and climate were suitable for the
crop.

1International

Cocoa Organization (ICCO) Quarterly Bulletin of Cocoa Statistics, Mar 2013
To measure global cocoa demand, the volume of bean grindings and processing is used as indicators.
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The growth of plantation-type cocoa production, however, was slowed down with the
enactment of the Comprehensive Agrarian Reform Law (CARL) in 1987 and the succeeding
implementation of the Comprehensive Agrarian Reform Program (CARP) in 1988. The
democratization of land ownership caused the fragmentation of cocoa plantation as the
organizations of worker-beneficiaries were inadequately prepared to manage large
plantations. Although the industry survived the transition, the outbreak of pests called cocoa
pod borer caused massive crop failure and resulted to the abandonment and closure of vast
cocoa plantations. Farms devoted to cocoa declined from 18,388 hectares to 10,000
hectares by the 1990s (Ching, 2010). Consequently, production output declined and
manufacturers turned to importation to meet local demand

What is the Current State of the Cocoa Industry?
The Philippine cocoa industry is presently making a comeback. With production volumes
progressing since 2006, the government undertook policy measures to secure the industry’s
progress through R.A. 7900 or the High Value Crop Development Program Act which lists
the intensification of cocoa production as one of its priorities. In addition, local farmers have
increased their interests in the cultivation of cocoa due to the growing demand from local
and international markets.
Still, domestic supply cannot meet the demand. In the past decade, local production
remained at 25% of total demand, i.e. 10,000 MT output versus 40,000 MT in local demand.
Based on the 2008 data of the Bureau of Agriculture Statistics (BAS), 66% of annual
production comes from the Davao Region, 11% from Northern Mindanao, 4% from
CARAGA, 3% from Eastern Visayas, and 3% from the Zamboanga Peninsula. Major cacaoproducing areas include Bukidnon, Davao Oriental, Davao del Norte, Davao del Sur, and
Davao City.
BAS data from 2000 to 2012 show a reduction in cocoa cultivation area from 12,077
hectares in 2000 to 9,337 hectares by 2012. The number of fruit bearing trees also declined
from 4.6 million to 3.8 million in the same period. Correspondingly, production output
declined from 6,628 MT to 4,831 MT. Supply utilization (demand) also showed a consistent
decline from 12,909 MT in 2000 to 6,992 MT by 2012. Local markets normally coped with
low domestic supply through importation. However, BAS data suggests wild fluctuations –
from a peak of 8,822 MT in 2001; to a drastic low of 106, 118, and 77 MT in 2005 to 2007;
then rising steadily to a little over than 2,000 MT from 2009 to 2012.
A huge factor affecting the export competitiveness of Philippine cocoa is the lack of postharvest knowledge as well as equipment and facilities to ensure bean quality for chocolate
manufacturing. Based on data gathered by the DTI and the Bureau of Customs (BOC), the
volume of cocoa products exported by the country has increased impressively from 151
metric tons to 1,113 metric tons in 2009. In 2008, the United States and China were the
biggest export destinations of Philippine cocoa. By 2009, the export market also expanded to
Europe.
Table 3. Cocoa Products Export, In Kilos (QTY), In USD (FOB Value)
2007
Particulars
Cocoa Bean,
Whole/Broken.
Raw/Roast

QTY
75,000

2008
FOB
Value
131,500

QTY
103,000

2009
FOB
Value
208,925

QTY
296,235

2010
FOB
Value
464,826

QTY
180,659

FOB
Value
504,185
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2007
Particulars

2008
FOB
Value

QTY

2009
FOB
Value

QTY

2010
FOB
Value

QTY

FOB
Value

QTY

Cocoa Paste
(Liquor)
Cocoa Paste
(Cocoa Cake)
Cocoa Butter

174,000

372,640

-

-

-

-

-

-

-

-

-

-

118,608

41,512

40,000

107,200

687,209

2,565,296

702,294

3,042,703

542,000

2,271,426

720,350

2,662,957

Cocoa Powder

226,633

235,735

62,935

102,614

286,255

225,485

636,320

1,767,695

Cocoa
Confectionary

898,388

2,809,084

547,268

1,792,082

516,255

1,584,207

589,978

1,724,965

Source: Bureau of Agricultural Statistics, 2011 data

Local processing is dominated by companies engaged in manufacturing semi-processed and
finished cocoa-based products such as chocolates. These are also being traded in both
local and international markets. The three largest companies in the country engaged in
cocoa processing are Universal Robina, Commonwealth Foods, and Goya. Most
manufacturing companies are located in Metro Manila with a combined capacity of
processing 20,000 to 30,000 metric tons of cocoa annually (DTI, 2012).
Aside from local manufacturers, there are also international companies operating in the
country. These companies are engaged in the distribution of imported chocolates and other
cocoa-based products as well as in the processing and manufacturing of locally produced
beans.
Table 4. Local and Foreign Cocoa-Based Companies

Local
Foreign
 Multirich Foods Corp.
 Nestlé Philippines Inc.
 Columbia International Food Products  Hershey’s Philippines Inc.
Inc.
 Cadbury Adams (Philippines) Inc.
 Monde Nissin
 Mars Philippines Inc.
 Twin Oaks Foods Corp.
 Gandour Philippines Inc.
 Stateline Snack Food Corp.
 Delfi Marketing Inc.
 New Unity Sweets Mfg. Corp.
 Rustan’s Marketing Specialists, Inc.
 Annie Candy Manufacturing
 Gracepoint Enterprises (Lala).
Source: Department of Trade and Industry

The insufficient supply of cocoa seedlings is arguably one of the leading causes of the
industry’s stunted growth. In 2008, only 10 nurseries were active in generating cocoa
seedlings in the Davao Region where most of the country’s cocoa seedlings are sourced. By
2011, the number of operating nurseries had increased to 110, capable of producing
2,788,650 seedlings per year. In addition, a 100,000 capacity cocoa seedling nursery was
established in the Zamboanga Peninsula through the ACDI/VOCA in partnership with
various provincial governments (ACDI-Cacawatch, 2010).

Is there Income from Smallholder Cocoa Production?
In a 2013 news report, the president of the Filipino-Cebuano Business Club (FCBI) stated
that a hectare for cocoa production will generate an income of at least PHP 260,000 to PHP
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300,000 per harvest.3 He argued that this income would be supplemented by other incomes
from intercropping with other crops such as coconut and others. John Silva, a farmer and
owner of the Silva Cacao Industry in Davao, says that he now earns PHP 300,000 from a
current stock of 50,000 cacao seedlings that he can produce in six months’ time.4 Silva
used to rely on a daily wage of PHP 250 as a worker in a pineapple plantation.
Based on the Cocoa Road Map Strategy developed by CocoaPhil, cocoa is highly suited or
compatible with intercropping, multistory farming, agroforestry, or other mixed farming
systems. Intercropping cocoa can generate an additional PHP 60,000 to PHP 80,000 per
harvest, per hectare. Intercropping is highly suited for small-scale farmers who do not have
the resources necessary to establish large-scale plantations. Among the most suitable
crops for inter-cropping is coconut. With an estimated two million hectares of coconut areas
in the country, there’s a lot of opportunity for intercropping cocoa within these plantations.
Current trends in cocoa price behavior are encouraging. Although prices dipped during the
global financial crisis in 2008-2009, farm gate prices have since gone up by 22%. From PHP
54 in 2009, it rose to PHP 70 in 2010. The average price continued to rise in 2011 at PHP
89 per kilogram.
Figure 1. Cocoa Farm gate Prices Per Kilo (2007 – 2012)
100
80

88.80

60
40

57.05

59.73

2007

2008

70.10
54.22

20
0
2009

2010

2011

Source: Department of Trade and Industry

However, similar to most other business ventures, expected returns cannot be attained
without adequate knowledge, planning, and investment. Similar to cultivating most fruit
bearing trees, the promise of high yields and income from cocoa is grounded on the amount
of investment (working capital, materials, labor, and overhead) from start-up to harvesting.
Table 5. Cost Return Analysis – Intercropping v. Monocropping
Item
Total Production cost/1000 cacao
trees (as monocrop /ha)
Production Cost/600 cacao trees
(cacao as intercrop under coconut/ha)

Year 1

Year 2

Year 4

Year 3

Year 5

50,793

14,696

26,700

39,182

41,481

30,476

8,818

16,020

23,509

24,889

Monocrop
a) Pod/tree

0

7

25

38

45

b) Dried beans (kg/ha)

0

300

1,000

1,500

1,800

Yield & Income from Cacao as:

3“Cacao
4“Cacao

Contract Growing Expands” Sunstar Davao, 2013. Article by Kathlene Cacho
a good investment, says Davao farmer” Mindanews. 2013. Article by Lorie Ann Cascaro
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c) Gross Value (at P80/kg)

0

24,000

80,000

120,000

144,000

(50,793)

9,304

53,300

80,818

102,519

a) Pod/tree

0

12

33

50

60

b) Dried beans (kg.ha)

0

300

800

1,200

1,500

c) Gross Value (at P80/kg)

0

24,000

64,000

96,000

120,000

(30,476)

15,182

47,980

72,491

95,111

Net Income
As Intercrop

Net Income
Source: Philippine Coconut Authority

The above table illustrates a basic cost-return analysis of cacao mono-cropping and
intercropping with assumptions based on a one hectare plot. Net returns begin to show on
the second year and reaches a peak on the fifth year.
The basic difference between cocoa monocropping and intercropping is the amount of
seedlings/trees one could fit in a certain land area. In the case of intercropping with coconut,
around 600 hundred cocoa trees can be planted per hectare compared to monocropping
which is around 1,000 trees per hectare (Magat, Secretaria, 2007). On the other hand, there
is roughly a 40% production cost difference between monocropping and intercropping but
only an estimated eight percent (8%) difference in net income from years 2 to 5.
Furthermore, based on a study by the DTI, the estimated cost of bean production is PHP
271,000. This includes PHP 241,200 in fixed assets (land, facilities and storage, farm tools)
and PHP 29,800 in working capital for six months. The land development cost which is part
of fixed assets is spread over five years totaling PHP 123,300.
Again, based on DTI estimates, the expected gross income per hectare is PHP 914,230
spread over 10 years. Annual incomes above PHP 100,000 are expected from the seventh
year, reaching a peak of PHP 207,200 on the tenth year. The expected net income (before
tax) is PHP 887,100, also spread over 10 years. Barring crop failures, market failures, and
disasters, net incomes over PHP 100,000 per year begin to rise on the seventh year. Over
a period of 25 years, the expected ROI is 51 percent. These figures are based on key
assumptions such as: (a) 600 trees per hectare; (b) PHP 90 to PHP 147 per kilogram in
sales; (c) annual yield of 1.8 MT per hectare; and other assumptions.
Table 6. Total Project Cost for Cocoa Bean Production

Particulars
Fixed Assets
Land Development Cost
Fermentation Facilities and Mini Storage
Room
Farm Tools
Subtotal
Working Capital (6 Months)
Farm Inputs
Direct Labor
Farm Overhead
Marketing and Administrative Expense
Subtotal
Total Project Cost

Amount
123,300
112,900
5,000
241,200
14,600
10,200
2,500
2,500
29,800
271,000

Source: Department of Trade and Industry
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What are the other Income Streams from Cocoa?
There are at least two possible additional incomes which can be harnessed at the
community level: (a) nursery development and sale of seedlings; and, (b) Tableya
processing. The latter requires substantial financial resources not available to small farmers.
However, people’s organizations should be able to generate the required financial resources
to start a processing facility.
1. Income from Nursery Development and Sale of Seedlings
A continuous supply of healthy and quality seedlings is necessary to sustain the growth
of the cocoa industry. For most cocoa producers, nurturing seeds or clones can be an
arduous task since the early stages of a cocoa plant's growth is when it’s most
vulnerable to diseases and pests. Further, to ensure quality and survivability, seedlings
must be grown in semi-controlled environments.
The production of cocoa seedlings in nurseries is an integral part of the supply chain as
well as a profitable venture for those willing to invest in it. The tables below illustrate
project costs, projected incomes, and return on investments. These can serve as a
baseline for those interested in establishing a cocoa seedling/clone nursery.
Table 7. Total Project Cost for A Cocoa Nursery Establishment
Particulars

Amount

Assets:
Nethouse
Budding Shed

200,000
15,000

Farm Tools:
Digging Bar
Speed Shovel
Water Hose
Bolo
Scythe
Grasshole
Wheelbarrow
Knapsack
Subtotal

1,200
900
4,000
800
560
500
3,500
9,000
235,460

Working Capital (6 Months)
Farm Inputs
Direct Labor
Farm Overhead
Selling and Administrative Expense
Subtotal

165,000
52,800
34,000
10,000
261,800

TOTAL PROJECT COST

497,000

Source: Department of Trade and Industry

In terms of projected incomes, observations made by ACDI-VOCA in some cocoa
nurseries in Vietnam suggest that seedling entrepreneurs can earn PHP 600,000 from
nurseries with 100,000 seedlings. This is derived from a cost-return analysis where the
cost per seedling is from PHP 10 to PHP 12 and the selling price is PHP 18.
However, based on DTI’s study, the projected net income (before tax) from nursery
development is PHP 766,700, spread over a period of five years.
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Table 8. Projected Income Statement for A Cocoa Nursery Establishment

Particulars
Projected Sales*
Less: Production
Cost
Farm Inputs
Direct Labor
Farm Overhead**
GROSS PROFIT
Less: Sales and
Marketing
Expenses
NET INCOME
(Before Taxes)

Year 1
680,000

Year 2
750,000

Year 3
810,000

Year 4
890,000

Year 5
960,000

330,000
105,600
119,600
124,800
20,000

340,000
111,300
128,100
170,600
30,000

370,000
117,600
135,200
187,200
40,000

400,000
128,900
144,300
216,800
40,000

420,000
140,200
152,500
247,300
50,000

104,800

140,600

147,200

176,800

197,300

Source: Department of Trade and Industry

2. Income from Tableya Processing
The production of tableya, or unsweetened chocolate rounds, is an old tradition in Argao,
Cebu practiced since the Spanish colonial period. Most cocoa beans harvested in Cebu
were made into tableya and used for a native drink called “sikuwate”. In many wet
markets in Cebu and some parts of Mindanao, “sikuwate” serves as the base of a
popular concoction called “koter” which includes “tuba” (coconut wine), raw eggs, and
carbonated orange juice.
From its traditional beginnings, tableya processing has become an essential part of the
Philippine cocoa industry. Tableya processing exemplifies the best of local cocoa
processing which can be done even in a cooperative or household scale. Processing
tableya also includes “roasting” and “grinding”, activities both integral to the cocoa value
chain.
To start a processing facility, one needs PHP 1.48 million in financial resources. These
include a PHP 635,500 allocation for fixed assets and PHP 842,900 in working capital
(see Table 9).
Table 9. Total Project Cost for Tablea Processing

Particulars
Assets:
Roasting Machine
Grinding Machine
Cocoa Mill Assembly
Fabricated Stainless Steel Molder
Tablea Stainless Molder
Tables
Weighing Scale (60 kilograms)
Pail and Basin
Sealer Machine

Amount
500,000
50,000
20,000
30,000
3,000
9,000
1,500
1,000
18,000
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Particulars

Amount
1,000
2,000
635,500

Blower
LPG Tank and Stove
Subtotal
Working Capital (1 Month)
Direct Materials
Direct Labor
Factory Overhead
Marketing and Administrative Expenses
Subtotal
TOTAL PROJECT COST

288,000
52,100
500,000
2,800
842,900
1,480,000

Source: Department of Trade and Industry

The payback period on project costs is two and a half years. In the course of five years,
the projected net income (before tax) is PHP 3.9 million (see Table 10)
Table 10. Projected Income Statement for Tableya Processing
Particulars
Projected Sales*
Less: Production Cost
Direct Materials
Direct Labor
Factory Overhead
Overhead**
GROSS PROFIT
Less: Sales and
Marketing Expenses
NET INCOME
(Before Taxes)

Year 1
4,960,000

Year 2
5,530,000

Year 3
6,150,000

Year 4
6,810,000

Year 5
7,530,000

3,456,000
624,800
347,000

3,810,200
655,400
377,000

4,200,800
689,400
477,800

4,631,400
723,000
439,000

5,106,100
759,000
552,800

532,200
27,000

687,400
34,000

782,000
39,000

1,016,600
51,000

1,112,100
56,000

505,200

653,400

743,000

965,600

1,056,100

Source: Department of Trade and Industry

What do farmers need to know to produce cacao?
A cocoa tree is very distinct because its stems have rough, gray, and brown barks. Its young
leaves are red and limp but turn glossy green as it matures. Each tree averages a mature
height of 10 to 20 feet. At blooming stage, the flowers would appear pinkish in 'cauliferous'
clusters but fall if not pollinated within the day. The cocoa tree is not self-pollinating and
relies mainly on insects to do the job. The flowers then transform into pinkish pods, gradually
turning yellow, red, or purple upon maturity. Each pod grows in five to six months, usually
measuring up to 12 inches. Each pod yields an average of 20 to 60 beans. Cocoa trees start
to produce pods in four to five years. Each tree can produce around 70 pods annually and
can be commercially productive within a span of 20 years. (Ching, 2010)
There are four major varieties of cocoa: the Criollo, Forastero, Trinitario and Nacional. Criollo
originated from Central America and is also grown in parts of Venezuela, Central America,
Papua New Guinea, the West Indies, Sri Lanka, East Timor, and Java. It yields high quality
cocoa beans and has a mild flavor. Forasteros are cultivated largely in the African and
Central American regions, constituting as much as 80% of the total global production. The
Trinitario is a cross-breed between Criollo and Forastero and cultivated mostly in the
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Americas and the West Indies. It has better aroma, is disease resistant, and has higher
yields. Lastly, the Nacional variety is grown in South America and has the best quality and
aroma among the four; however, it’s also prone to diseases and pests. (ITC, 2001)
Of the four major cocoa varieties, the Criollo, Forastero, and Trinitario are commonly grown
in the Philippines. The National Seed Industry Council (NSIC) has registered and approved
nine types of seed hybrids from these varieties. Five out of nine are verified to be
moderately resistant to known pests and diseases:
Table 11. NSIC Approved and Registered Hybrid Types
Hybrid Type

BR 25

Distinct Characteristics
Pods have red with green color when still young
which turns yellow as it matures. Leaf length
and width ratio is 11.0 cm is to 4.04 cm.
First flowering starts at 16.12 months and
fruiting follows at 17.70 months.
Leaf shape is elliptical with a wavy leaf margin.
Leaf length and width ratio is 29.95 cm is to
10.01 cm.

ICS 40

UIT 1

Pod length and width ratio is 16.02 cm is to 9.45
cm. Pod color is green when young and turns
yellow when mature, with wall thickness of 1.35
cm.
Leaf shape is elliptical with a wavy leaf margin.
Leaf length and width ratio is 29.95 cm is to
10.01 cm.
Flowering starts at 17.63 months and fruiting
follows at 19.63 months.
Pod length and width ratio is 16.02 cm is to 9.45
cm. Pod color is green when young and turns
yellow when mature, with wall thickness of 1.35
cm.
Leaves have an elliptical shape with smooth leaf
margins. Leaf length is 31.31 cm with a mean
width of 13.44 cm.

K1

K2

Pod Index and Yield
Pod index is at 23.1 pods/kg of
dried beans. Pod length is 17.02
cm and a width of 7.07. The
number of beans per pod is 27.
Beans are violet.
Pod index is 16.2 pods/kg with 44
beans per pod. Canopy diameter
is 195 cm. Bean is striped.

Pod index is 16.2 pods/kg with 44
beans per pod.
Canopy diameter is 195 cm.
Bean is striped.

Pod index is 19.20 pods/kg of
dried beans. Bean color is violet
and a hundred beans weigh
about 182 grams.

Flowers at 23.20 months and bears fruit at 25.10
months.
Pod length is about 17.97 cm and width is about
8.67 cm.
Leaf shape is elliptical with smooth leaf margins.
Leaf length is 32.73 cm with a mean width of
12.52 cm.

Flowering starts at 21.10 months and bears fruit
after three months or at 24.12 months.
Source: Department of Agriculture – Bureau of Agricultural Statistics (BAS)

Pod wall thickness extends up to
1.40 cm with 34 beans per pod.
Pod index is 25 pods/kg of dried
beans.

No two farms are alike. Production methods must be adjusted and tailor-fitted to suit the
needs of each farm. Where cocoa production is concerned, there are numerous local and
international sources providing a step-by-step approach on how to grow seedlings, maintain
farms, and process cocoa. This includes the ones promoted by the ACDI-VOCA, the ICCO,
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and even the Department of Agriculture. For this primer, the best practices presented by
CocoaPhil will be used as a basic knowledge tool for prospective cultivators. The following
were culled from a training presentation made by CocoaPhil on cocoa production: 5
A. Soil Requirements - The better the soil structure, the deeper the root penetration
and the greater the volume of soil exploited by the roots for moisture and nutrient
uptake. Cacao grows best in clay loam soil of good structure since the aggregate of
sand, silt, and clay provides large pore spaces for aeration, drainage and moisture
retention. Organic matter in the surface layer is important for cacao growth. To
preserve the organic layer, the soil must be well shaded to slow down the rate of the
natural breakdown of waste leaves. Cacao is not good for water-logged areas or
places with prolonged drought.
B. Seed Selection - If hybrid seeds are not available, the seeds for planting must be
well selected. They must come from big pods obtained from highly productive trees
which are free from pests and diseases. The size of the pod is determined by using a
pod index, i.e. number of pods to make a kilo of dried beans. Twenty-five pods that
yield one kilo of dried beans is considered a good-sized pod. Fresh seeds must be
large and weigh at least 2.5 grams including mucilage. Criollo seeds or hybrids with
high Criollo character must be avoided because of its susceptibility to pests and
diseases.
C. Seed Planting - Cacao seeds do not last long so they must be planted immediately..
They germinate as soon as the fruits ripen. Some germinate even while in pods.
Seeds are normally viable until up to six days after harvest. Their viability may be
extended up to eight to 10 weeks if the pods are stored at 21°C-24°C.
1. To have uniform germination, the mucilage embedded on the seed coat which
has a germination inhibitor, must be removed. This is done by putting the seeds
in a bamboo basket for a day to soften the mucilage.
2. Rub the seed with dry sand or sawdust then wash. After removing the mucilage,
spread the seeds in a wet gunny sack under a shade to keep them moist.
3. When the radicle breaks through the seedcoat, the seeds are ready for planting
in polyethylene bags. The bags may be arranged earlier in beds of about one
meter wide and any convenient length. A one meter wide space between beds
should be provided to facilitate watering, weeding, fertilization, pest and disease
control, etc.
4. Bags must be perforated at the bottom for drainage. The longer the time the
seedlings are kept in the nursery, the bigger the bags must be. For three to four
months = size 6”x8” bags; for four to six months = size 8”x12” bags.
D. Care of Seedlings. Initial light shade intensity should be about 80%. Nurseries must
be protected from direct sunlight and strong wind. Coconut leaves may be used for
this purpose. After the first whorl of leaves has hardened, reduce the shade
gradually. Reduce the light further to 50% from six to eight weeks from germination.
E. Watering (and Fertilization) - must be done in the early mornings and afternoons.
Take care not to saturate the rooting medium. Discard poorly developed seedlings.
Pale leaves mean that the plant has nutrient deficiency. Apply 15 grams urea or 30
grams ammonium sulfate dissolved in one gallon of water for 200 seedlings weekly.
5

"Cocoa: Food for the Gods" A presentation made by CocoaPhil on FAQs and the basics of Cocoa Bean Production (2011).
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To protect the seedlings from pests and disease, spray with fungicide or insecticide
as necessary. After four to six pairs of leaves have come out (six to eight months
old), the seedlings are ready for transplanting. Remove the shade gradually one
month before transplanting to harden the seedlings and prepare them for field
conditions.
F. Land Preparation – If the soil is forest land with a good amount of organic matter on
the surface layer, no tillage is necessary. However, if cash crops are to be planted
along with cacao, a more thorough preparation is necessary. Plow and harrow the
land at least two times to pulverize the soil well and suppress the growth of weeds.
G. Roads and Drainage – In rolling lands, base contour lines are first established to
serve as a guide in the establishment of roads, drains, and rows of cacao and shade
trees. Lay out main roads and in-plantation roads adequately to facilitate
management and minimize operational costs. Main roads may be established
horizontal to in-plantation roads and laid out a convenient distance of about 100
meters apart; in-plantation roads may be set at about 50-75 m apart.
H. Distance of Planting, Staking and Planting System – Some studies recommend
that cacao can be laid in rows 2 m apart if in open areas; while under coconut trees,
2.5 m away from the base. Another study favors close planting followed by thinning,
as advantageous as higher yield per unit area is obtained earlier, and farmers have a
chance to eliminate or top-work less productive trees. Other studies even
recommend 3×3 m or 3×4 m apart.
I.

Staking – Align cacao rows by using a thin rope or string as planting guide, wherein
distances desired are properly identified with a knot or other marks. As this guide is
stretched across the field, pegs are driven through where the markers are set until
the whole area is laid out with pegs or stakes. In sloping land, hedge planting can
also be used. For land with less than a 15° slope, do a three-row hedge with a 4 m
space between hedges; for land with a 15°-30° slope, two-row hedge with a 4 m
space between hedges; and one-row hedge for slopes up to 35°. Temporary shade
trees are grown six to 12 months ahead of cacao to provide shade to the seedling at
planting time. These may be banana, ipil-ipil, or madre de cacao (kakawate). In spots
or points previously staked for shade trees, sticks of madre de cacao are about 1.5 m
long or three month old giant ipil-ipil trees are planted. Where overhead shade is
insufficient, three to five seeds of rapidly growing temporarily.

J. Fertilization - Apply 20-30 gms ammonium sulfate in a shallow trench around each
plant two to three months after transplanting. In the first year, apply 200-300 gms of
the following per tree:
1.
2.
3.
4.

Ammonium sulfate – 5 parts (or urea: 2.5 parts)
Single superphosphate – 5 parts
Potassium sulfate – 2 parts
Magnesium sulfate – 1 part

In the second, third, and fourth year, increase the fertilizer to 450, 600 and 900 gms
per tree respectively. Divide the recommended quantity in two or more equal parts.
Apply the first part at the start of the rainy season and the rest at equal intervals later
in the season. If the above fertilizers are not available, complete fertilizer 14-14-15-15
(N-P-K-Mg) will do just as well. Lastly, apply one half of the quantity given above: 225
gm per tree for year 2; 300 gm per tree for year 3; and, 450 gm per tree for year 4.
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K. Pruning –Branches come out one year after transplanting. The first pruning is done
to control the height at which the first branch, sometimes called jorquette, is formed.
This first branch must be at least 5 ft; else, harvesting and maintenance will be
greatly hindered. When five or more branches have grown, prune the weak ones
leaving only three or four well-developed branches. Pruning is done with a sharp saw
during dry months or after harvest. This controls the shape and height of the tree and
facilitates the work. Surfaces with cuts must be painted with coal tar or lead paint.
L. Harvesting – Harvest only mature pods. Pods are ready 170 days from pod setting
when red pods turn deep red or yellowish orange and green pods turn yellow. A
hollow sound is produced when pods are tapped as the seeds are separated from
the inner walls of the pod. Use a sharp instrument (knife, bolo, scythe, or shear) for
harvesting. Attach a knife to a pole to help reach the high branches. Cut pods as
close to the stem as possible, exercising care not to hurt the flower cushions, the
pods, and the tree itself. Remove infested pods and separate the beans collected
from the infested pods because these are inferior in quality. Fruits do not mature at
the same time. Harvest pods when they are at uniform ripeness and prevent an
excess number of overripe pods before the next harvest. Ten days to three week (1021 days) intervals are recommended. About four harvest cycles may be made per
season.
M. Pod Breaking – After harvest, bring the pods to the field and break them with a
wooden mallet. Scoop the beans out of the husk and remove the placenta. Collect
the beans in a container for fermenting.
N. Fermentation – The characteristic cocoa flavor and aroma are developed during
fermentation. There are two types of fermentation methods available:
1. Wooden Basket Fermentation - Line the baskets with banana leaves, then put the
beans inside and cover it. After 24 hours, transfer the beans to another similarly
lined basket and mix it thoroughly. Continue the same process until the sixth or
seventh day when fermentation is complete.
2. Heap Fermentation - Spread the banana leaves on the ground. Heap the beans
on the leaves and cover with banana leaves again. Keep the leaves in place by
putting wood weights on top. Repeat after 24 hours or until fermentation
happens. Fermentation is complete when a brown ring appears on the edge of
the cotyledon when cut crosswise. This takes six to seven days.
3. Box Fermentation - For big plantations, wooden boxes have sides and a
perforated bottom for aeration and drainage of sweating. The boxes are arranged
side by side for convenience in transferring the beans from one box to the next
every 24 hours. The beans are also mixed thoroughly to have good fermentation.
O. Drying – After fermentation, the beans are dried. Washing is not necessary. Drying
should be slow and even. One has to occasionally turn the beans to ensure this.
Collect the beans in the evening to avoid dew moisture. Spread them again next
morning using bamboo mats or a nylon net. Use an artificial dryer if sun drying is not
possible due to weather.
P. Storage – When the beans are dried, store them in loosely woven jute bags. Place
them on a wooden floor, in a clean, well ventilated room free from storage pests. Do
not store them with copra, hide, or tobacco, etc., as these will contaminate them and
affect their quality.
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How can cocoa producers participate in the cocoa value chain system?
Cocoa producers need to examine cocoa markets in order to devise strategies for effective
engagement. Unlike other agricultural produce which can be directly marketed by producers
to consumers, cocoa is an infrequent and process-intensive product that requires a longer
value chain. The entire cocoa value chain progresses to six stages before products can be
enjoyed by end consumers.
The value chain starts from the supply base of seedlings, mostly from nurseries. Cocoa
planting materials are usually produced in nurseries due to the intricacies of seed
preparation. Figure 2 illustrates the cocoa value chain system and the functions of various
stakeholders in the chain.

Nursery

Provide
High
yielding
Cocoa
Varieties

Production

Plant, Grow
and Harvest
Cocoa

Consolidation

Assembling
and
Collecting

Trading

Trading of
Dried or
Fermented
Beans

Processing

Grinding or
Processing
to other Byproducts

Commercial
Trading

Trading or
Retailling of
Cocoa
Products

Consumers

Figure 2.Value Chain Functions and Tasks

Production tasks include land preparation, application of inputs, maintenance, harvest, and
post-harvest activities. Cocoa farms are fragmented and are usually spread across a certain
region. This is why consolidators are needed for the collection and assembly of dried beans
to ensure quality before delivery to traders. Traders are needed to establish direct market
access from production to processing, and are responsible for supplying and transporting
cocoa beans to processors. Ground beans are then sold to processors such as chocolate
manufacturers for grinding, treating, extracting, and processing into an end-product. End
products are then delivered to commercial traders where they end up in supermarkets or
shipment crates for export.
Figure 3. Stakeholders Involved
Nurseries

Commercial Trading

• Private
• Government Owned

• Local Traders
• Exporters

Production

Processing

• Small Holders
• Plantation Owners

• Chocolate Manufacturers
• Other By-Product Processesors

Consolidation

Trading

• Assemblers
• Collectors

• Local Traders
• Grinders

End Consumers
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To facilitate a smooth progression in the value chain, enablers from the government, nongovernment organizations, local government units, and financing institutions are needed.
Table 12 enumerates a list of existing and possible enablers and their position in the value
chain.
Table 12. Philippine Cocoa Value Chain Function and Enablers

Value Chain
Function
Nursery

Production and
Consolidation

Trading

Processing

Commercial
Trading

Enablers
 Provincial and Local Government Units – provide support for the
establishment of nurseries including the provision of
infrastructure to facilities needed for continuous seed
production.
 Government Agencies (includes DA) – through their regional
and municipal field units – oversee seedling production and
provide technical support for nurseries.
 Nursery Organizers – responsible for establishing new nurseries
as well as maintenance.
 Provincial and Local Government Units – provide support to
cocoa producers such as pre and post-harvest equipment.
Support is usually provided as soon as elicited.
 Government Agencies (DA) – through their regional and
municipal field units – oversee crop management, harvest and
post-harvest activities as well as technical support if needed.
 Producers – (Farmers Groups, Plantation Owners) –
responsible for growing cocoa and ensuring its quality.
 Financing Institutions – (GFIs, Local Financiers) – secure
capital for production if needed.
 Provincial and Local Government Units – provide support such
as establishing local trading posts. Support is usually provided
as soon as elicited.
 Government Agencies (DTI) – oversees the trading process and
ensures that cocoa prices are balanced. (DA) – facilitates
marketing assistance for producers and consolidators.
 Farmers Groups or Trading Cooperatives – provide marketing
assistance and aim to give small producers higher incomes.
 Government Agencies (DTI) – oversees trading process and
ensures that cocoa by-product prices are balanced. (DOST) –
provides support for local small scale processors in terms of
technologies/methods used to ensure quality (e.g. Tablea
Processing). (FDA) – ensures the quality and safety of
processed cocoa by-products for consumers.
 Funding Institutions (GFIs, Local Financiers) – secure capital
usually for small scale processors.
 Processors – (Small Scale to Large Corporations) – responsible
for processing cocoa beans into an end product for consumers.
 Government Agencies (BOC) – oversees the trade of cocoa and
its by-products as well as impose tariffs for imports. (DTI) –
ensures that cocoa products are priced sensibly.
 Traders – responsible for providing consumers access to cocoa
products.
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According to the International Trade Centre (ITC), the cocoa industry generally differentiates
between cocoa processing and chocolate manufacturing. Cocoa processing usually covers
the process of converting cocoa into semi-finished products such as powder, liquor, cake,
and nib. Chocolate manufacturing, on the other hand, covers the process of blending semifinished products with other ingredients to produce confectionary. Since typical end user
products derived from cocoa are chocolates, it is also important to illustrate the process
chain of cocoa, from beans to chocolate.
Figure 4. ITC's Cocoa Processing Chain

Source: International Trade Centre
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What is the existing policy environment in the cocoa industry?
Over the years, the Philippine government has provided various incentives for farmers
seeking to engage in cocoa production and engage cocoa markets. Such incentives are in
the form of credit assistance, tax exemptions and incentives, infrastructure support,
equipment and facilities, planting materials, and crop insurance. Most of these incentives are
mandated through R.A. 7900 or the High Value Crops Development Program. Republic Act
No. 8435 or the Agriculture and Fisheries Modernization Act (AFMA) also mandates relevant
agencies to provide production support, post-harvest support, and incentives to farmers
engaged in high value crop cultivation. This is to ensure quality and the highest possible
income for farmers. The Revised Charter of the Philippine Crop Insurance Corporation Act
of 1995 (R.A. 8175), on the other hand, aims to provide adequate agricultural insurance as
a mechanism for managing risks (including climate, disaster, pest and price-induced risks)
faced by agricultural producers. Although this law mostly covers rice or palay, it also includes
other crops such as cocoa and coffee. The Organic Agriculture Act of 2010 (R.A. 10068)
also provides support and incentives to farmers who are willing to shift production methods
from conventional to organic.
Recently, the Department of Agriculture (DA) mandated the creation of the “Convergence
Task Force for Cocoa Development” which will coordinate and harmonize current initiatives
on cacao programs and projects of other agencies such as: (a) the Philippine Coconut
Authority (PCA), the DA’s High Value Crops Development Program (HVCDP) and Agripinoy
Program; the Department of Environment and Natural Resources (DENR) Forest
Management Bureau-National Greening Program (FMB-NGP); and the Comprehensive
Agrarian Reform Program’s Program Beneficiaries’ Development for cocoa producers.6 The
said convergence initiative is intended to address the overlapping of support for cocoa
producers and stakeholders as well as maximize financial and physical resources for a more
effective provision of services.
The Philippine National Standards (PNS) has already established guidelines for the
processing and manufacturing of cocoa-based products and mandated the adoption of pre
and post-harvest practices on cocoa. These standards have been designed to effectively
ensure quality.
Table 13. Quality Requirements and Grading based on the Philippine National
Standards.

Quality Requirements
1. Cacao beans shall be taken from ripe pods;
adequately fermented and dried; free from
smoky smell and other objectionable odour.
2. Cacao beans shall be reasonably uniform in
size.
3. Cacao beans shall be free from any
evidence of adulteration.
4. Cacao beans shall be reasonably free from
broken beans, fragments, and pieces of
shell.

6“NAFC

Grad
e

Bean
Moldy
Count

Slaty

Defec
t

1A

<=10
0

3

3

2.5

1B

101120

3

3

2.5

2A

<=10
0

4

8

5.0

tasked as secretariat of Convergence Task Force on Cacao Industry Dev’t”. Article in the DA-NAFC Website (2013)
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Quality Requirements

Grad
e

5. Cacao beans shall be virtually free from
foreign matter.
2B
6. Cacao beans shall be reasonably free from
insect pests.
7. The moisture content of cacao beans in
trade outside the producing country as
determined at the first port of destination or Subsubsequent points of delivery shall not Stand
ard
exceed 7.5 %.
8. The consignment of bean shall contain not
more than 2.5% waste by weight.

Bean
Moldy
Count

Slaty

Defec
t

101120

4

8

5.0

>120

>4

>8

>5.0

Source: Philippine National Standards on Cocoa/Cocoa Beans Specification

The PNS on Organic Produce and the Organic Agriculture Act also has a particular set of
guidelines for those who are interested to engage in organic cocoa production. The PNS has
set the requirements for organic certification to ensure product quality for export or local
trade.
Lastly, to further intensify production, the Cacao Roadmap developed by the Cocoa
Foundation of the Philippines is eyeing over 3.2 million hectares of farm land planted with
coconuts for intercropping with cocoa. Also, the roadmap aims to achieve an annual
production of 100,000 tons of beans by 2020, and 50 million cocoa trees planted. The cocoa
roadmap now serves as a framework for most national/local government projects in support
of the cocoa industry.
Table 14. The Philippine Cacao Roadmap

Key Result Areas:
1. At least 50 million cacao trees planted improving land asset value of coconut farms
2. At least 100,000MT exportable quality cacao beans
3. PHP 60,000 to PHP 80,000 additional annual income per hectare providing opportunity for better life
in the rural areas

Investment Areas:

Investment Areas:

Fermentation & Drying
Centers establishment
&
operation; Accreditation,
Licensing PH centers;
Means of Markets;
Price Info
Dissemination; and,
Packing houses

Quality Planting
Materials ; Farming
inputs assistance for
crop nutrition &
protection; and,
Research/Institution to
formulate & continue
improving the GAP

TRANSPARENT &
DYNAMIC MARKET
& MARKET
INFORMATION
SYTEM

IMPROVED
PRODUCTION
TECHNIQUES

Investment Areas:
Enabling Farmers on
Good Agricultural
Practices & Business
Skills; Core of capable
Extension Agents; and,
Farm-based
Technology Resource
Centers

Investment Areas:
Loan schemes; Credit
windows;
Implementation of PNS
for cacao; Program on
R & D; and, Policies on
trading, exporting,
logistics

EFFICIENT &
EFFECTIVE
EXTENSION
SERVICES

ENABLING
POLICIES and
REGULATIONS
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Source: Cocoa Foundation of the Philippines

What are the compelling challenges faced by the cocoa industry?
A SWOT Analysis consolidated from the findings of the DA-HVCDP, the Congressional
Oversight Committee on Agriculture and Fisheries Modernization (COCAFM), and the
Department of Trade and Industry outlines the myriad of strengths, weaknesses,
opportunities, and threats in the holding environment of the cocoa industry.
Table 15. SWOT of the Philippine Cocoa Industry

Strengths

Weaknesses

Opportunities

Threats

 Good agro-climatic endowment
 Highly suitable for intercropping and other mixed farming systems
 Availability of areas for expansion under monocropping or intercropping of
coconuts for production expansion
 Access to technology (but not widespread)
 Cocoa is already included as a priority High Value Crop in the HVCDP.
 Government is rendering various support services to upgrade and expand cocoa
farming systems.










Low productivity
Inadequate R & D and extension services
Prevalence of pests and diseases among smallholders
Improper processing practices and facilities
Poor bean quality
Limited credit facilities
Limited business or marketing skills amongst farmers
Inadequate post harvesting facilities limiting production
Inadequate technical knowledge and skills to improve cocoa cultivation systems
and practices
 Internationally recognized cocoa bean quality standards are unenforced.









Good crop for inter-cropping of coconuts
Promising domestic and international demand
Huge local demand and higher local and international market prices
Increased dollar earnings from cocoa exports
Generates jobs and livelihood
High income crop if productive capacity is attained
Non-perishable after processing
High-yielding clones are available in the country.










Decline in production and area
Limited sources of planting and grafting material
Substitution of low quality cocoa butter with vegetable oils in some applications
An exacting and rather difficult crop to grow
High prices of fertilizers
Dwindling interests from young farmers to engage the cocoa industry
Poor market access and fragmented linkages
Barred coordination among market, farmers, and other support services providers

Source: DA-HVCDP, COCAFM, DTI

There are immediate risks that need to be addressed, namely:
1. Pests and Diseases – the cocoa pod borer remains as the greatest threat to local
cocoa production. Historically, it is one of the major causes in the decline of local
production from the 1990s to the early 2000s. The decline of production in Ghana
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and the Ivory Coast in Africa is also attributed to this particular pest. If the cocoa pod
borer and other similar pests and diseases remain unaddressed, it may cause
successive and massive crop failures.
2. Climate Risks– as with most agricultural crops, a sudden change in climatic
condition will definitely cause a decline in production. The temperature ideal for the
survival of cocoa trees is between a mean maximum of 30-32°C and a mean
minimum of 18°C. On the other hand, the ideal rainfall for cacao cultivation ranges
from 1250 to 3000 mm per annum, preferably 1500-2000 mm, with a dry season of
not more than three months. Sudden droughts (based on the 2007 El Nino) caused a
decline in local and global production.
Due to exposure to climate related risks, cocoa producers are urged to undertake
adaptation measures to ensure the survival of their farms through (a) adopting crop
diversification and intercropping to mitigate losses in the event of crop failures; (b)
securing water supply or harvesting rainwater through the installation of rainwater
storage tanks; (c) propagating climate resilient varieties of cocoa as well as seed
banking; (d) adopting Sloping Agricultural Land Technologies (SALT) to improve
stability and fertility of agricultural land (e) implementing agro-reforestation by
integrating cocoa trees with other annual and perennial crops to promote two-canopy
or multi-canopy production systems; and, (f) undertaking the necessary crop
insurance arrangements.7

3. Disaster Risks – Due to its geographical location, the Philippines is constantly under
the threat of disasters. Typhoons average 20 per year, five to seven of which are
potentially destructive. Although cocoa is not entirely at risk to overabundance of
rainfall, it is highly susceptible to flooding. Similar to climate risks, adaptation
measures should also be undertaken by cocoa producers.

7

Based on a study conducted by ASEAN, FAO, GIZ, “Implementing Climate Smart Agriculture: Philippine Adaptation and
Mitigation Initiatives for Agriculture”
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