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Abstract  
 
Over the last two decades, the total value of cocoa exports from Peru soared from less than 
US$10 million in 2000 to over US$230 million in 2014. As exports of cocoa and cocoa 
products went from 6% to over 60% of domestic production, a dominant share now consists 
of unprocessed beans rather than cocoa butter or cocoa powder commonly sold in the past. 
The growth of cocoa exports was accompanied by the emergence of a noteworthy array of 
different business enterprises, modified and new, corporate and cooperative. In light of these 
developments, this paper presents an exploratory assessment of the factors influencing the 
costs and competitiveness of the major competitors in the value chain for Peru´s cocoa before 
identifying opportunities and risks influencing future scenarios for the cocoa sector going 
forward. The paper then concludes by earmarking some priority topics for future research. 
 
Keywords: Markets. Processing. Trade.  
 
 
 
 
                                   
1. Introduction  
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As the global economy moved into the new millennium, the planet´s growing appetite 

for more, higher quality and more exotic foods and food products became increasingly more 

evident (CREM, 2013a, 2013b; Wilkinson and Rocha, 2009). In that context, cocoa stands out 

as one of various agricultural commodities attracting renewed attention. With an estimated 

five to six million producers in developing countries (WCF, 2014), annual global trade in 

cocoa and cocoa processed products (e.g., cocoa butter, paste, oil, as well as chocolates) is 

measured in the US$ billions. Trade in chocolate confectionary exceeded US$100 billion for 

the first time in 2011 (WCF, 2012) with demand recurrently exceeding available supplies 

since 2000 (CBI, 2013). Cocoa prices rose from a 30-yr low of US$714/mt in Nov 2000 (Pay, 

2009) through spikes and momentary fallbacks to hit a 30-year high of US$3,625 in January 

2010 (WCF, 2012). Despite subsequent  gyrations, more recent (May 2015) market data show 

prices at roughly US$3000/mt with a robust outlook for the next few years (Euromonitor, 

2014; WCF, 2014).  

Interest in cocoa production has been particularly strong in Peru as cocoa exports 

soared from less than US$10 million in 2000 to over US$230 million in 2014.  Nearly half 

(44%) of all the cocoa producers are low-income households with limited, mixed-farming 

land area (<5ha) located in the geographically isolated and environmentally vulnerable 

Amazon region (Higuchi, 2011; IICA, 2009; MINAG, 2003). Reportedly 70% of Peru´s 

cocoa is produced in the “high jungle” (Technoserve, 2015a) above 600m and commonly 

characterized by greater rainfall, higher diversity of flora and fauna where intensive 

deforestation has not set in, and by steeper slopes subject to much stronger erosion. As a 

noteworthy added dimension that gives increasing visibility to the commodity, interest in 

Peru´s local cocoa varieties has also been taken up by Peru’s prominent gourmet food and 

restaurant industry as a part of their strategy of promoting the country’s widely recognized 

bio-diversity as a key component of their respective business models (Gutsche, 2014).  

Given these developments, cocoa has been designated a strategic value chain by 

Peru’s Ministry of Agriculture and Water (MINAGRI) (Canales, 2014a; MINAG, 2007). In 

so doing, the government (national, regional, and municipal), international development 

agencies, bi-lateral aid programs, NGOs, and both local and foreign firms operating in Peru 

seek to develop the cocoa sector and expand sales of cocoa at home and abroad. Related 

objectives include  providing an economically attractive alternative to coca cultivation—raw 

material for the production of illicit drugs—while improving the livelihoods of small farm 

families; helping preserve some of the mega-biodiversity characteristic of Peru’s Amazonian 
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ecologies; and, diversifying the country’s exports otherwise heavily concentrated in precious 

metals, e.g. gold, copper. Moreover, with the rise in international cocoa prices, several major 

enterprises: corporate, privately held, cooperative, each with their respective business models, 

have entered into or expanded their cocoa-related activities in Peru thereby transforming 

traditional production, rural assembly and sale into a highly contested arena for procurement 

of cocoa beans within the overall cocoa sector.  

 

2. Materials and Methods 

2.1 Secondary sources and key informant interviews 

 

This paper draws on an analysis of secondary data; a review of the extensive, albeit 

often unpublished, literature; interviews with key informants; and visits to trade fairs, industry 

events as well wholesale and retail marketing facilities to begin to assess the factors 

influencing the costs and competitiveness of the different major actors in the value chain for 

Peru’s cocoa.  

Previous studies have typically focused on particular activities such as production or 

exports in particular locations by particular participants (Emenius, 2012; Huamanchumo, 

2013; Pellerin, 2013; Rufino, 2008; Santa Cruz, 2008; Schmitter & Burneo, 2013; Zamora, 

n.d.) rather than analyze the operations of  the different major types of competitors to qualify 

or confirm apparent tendencies in terms of new market entrants, their respective business 

models, possible implications for their respective costs and competiveness (DGCA-MINAG, 

2012; Maximixe, 2002) and with that the organization and governance of the cocoa value 

chain. In that regard, the paper emphasizes the interaction between producers and the different 

types of major cocoa enterprises that procure and export cocoa and cocoa-based products as 

the key to understanding the current and future trajectory of value chain activities. 

 The paper begins by reviewing the recent evolution of cocoa production, prices and 

trade in Peru. After a brief review of traditional rural assembly practices, it then proceeds to 

explore the value chain activities of the major types of competitors engaged in cocoa 

procurement and sale, the related by-products of their activities, e.g. environmental and social 

impact, influencing their future growth and sustainability and that of the sector as a whole. 

Rather than present a definitive treatment of all issues related to each major actor’s respective 

business operations, the intent of this exploratory assessment is to provide a consolidated 

overview of current practices as the basis for a more detailed examination of specific issues 
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going forward. The paper focuses primarily on cocoa exports rather than domestic 

consumption and use or the local retail trade given the importance of export activities in terms 

of the volumes handled as a share of total production, their exceptional expansion in recent 

years, and because several of these exporters are key participants in the domestic market as 

well. The paper concludes by identifying some alternative future scenarios and priority topics 

for future research.                       

 

2.2 Past trends in relation to current study focus  

 

Although cocoa has grown in Peru for millennia (Motamayor et al., 2012) and recent 

excavations indicate that its social use occurred in the country´s northern Amazon over 5000 

years ago long before anywhere else on the planet (Olivera, 2015), the crop only began to 

assume commercial importance in the 1930s with the colonization of the Amazon region 

(IICA, 2009). After decades of stagnation, annual output did rise from 4,000 to over 22,000 

mt/yr during the 1980s and 1990s as commercial interest in cocoa grew spurred on by 

alternative development projects initiated to eradicate coca cultivation tied to trade in illegal 

drugs (Fort & Glave, 2014). As international cocoa prices began an upward trend in 2000, 

producer prices in Peru rose steadily and so did area harvested (Figure 1). Farm households 

engaged in cocoa cultivation jumped from 30,000 around 2006 (IICA, 2009) to an estimated 

45,000 in 2013 (Programa ProAmbiente GIZ, 2014) to as high as 90,000 more recently 

(Yturrios, 2015).  

Since 1999 annual cocoa output in Peru more than tripled to 71,000 mt, albeit still less 

2% of annual global production (FAOSTAT, 2015), with Peru becoming the ninth largest  

producer worldwide (Technoserve, 2015b). Area harvested expanded from 41,000 to over 

96,000 ha between 2000 and 2013(Canales, 2014b; Figure 2). Moreover, by 2017 the USAID-

supported public-private project Alianza Cacao aims to plant an additional 28,000 ha of cocoa 

in San Martin, Huanuco and Ucayli Regions (GESTIÓN, 2013). Of that total, over 20,000 ha 

have already been installed with 13,000 ha using seven imported cocoa varieties previously 

grown locally, but only on a limited scale (Garcia, 2010). These cultivars combine disease 

resistance and higher productivity along with fine flavor characteristics such as superior 

aroma and taste (Yturrios, 2015).  
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Figure 1: Cocoa area harvested and farm gate price in Peru, 1980-2012. 
Source: Global Economic Monitor (GEM) Commodities, World Bank; Ministerio 

de Agricultura y Riego (MINAGRI), Peru 
 

Until recently nearly all of the area expansion in cocoa has consisted of CCN-51, a 

hybrid made available through development assistance programs variety. CCN-51 is noted for 

its resistance to the devastating fungus (Crinipellis perniciosa[Stahel) Singer) that catalyzes 

witches’ broom disease. With the proper agronomic practices, CCN-51 offers growers large 

pods with heavy average seed weight — that require more work to harvest and ferment, as 

well as regular use of fertilizers and other recommended cultural practices to optimize yields, 

minimize crop damage, and achieve potential higher incomes as a result (DEVIDA, 2013; 

Huamanchumo, 2013). 
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Figure 2: Areas of cocoa cultivation in Peru. 
Source: IICA (2009); MINAGRI, Lima, Peru and calculations for this study 

 

The spread of CCN-51 in Peru, however, is not without controversy (Gutsche, 2014; 

Paz, 2012). Differences of opinion center on the flavor profile of the clone.  Some 

connoisseurs characterize the taste of CCN-51 as “acidic and dirty” (Schatzker, 2014) while 

European industry representatives claim CCN-51 harvested in Peru as among their best cocoa 

(Huamanchumo, 2013; Niezen, 2014). Possible reasons for this distinctively different flavor 

profile between Peruvian CCN-51 and that harvested elsewhere would include the former is 

produced on small farms in agroforestry systems exposed to the fruits and other flora found in 

the mega-diverse Amazonian jungle as opposed to the monoculture cultivation prevailing in 

other countries (Scott, 2016). Be that as it may, the classification of Peru’s cocoa was recently 

lowered from 90% to 75% fine and aromatic by ICCO due the increased importance of CCN-

51 as share of total output and problems with fermentation and drying (Pipitone, 2015). These 

observations have assumed greater importance as Peru´s local varieties have captured growing 

commercial attention (Gutsche, 2014), the country itself increasingly recognized as one center 

of origin for the crop given the high concentration of genetic diversity (Motamayor et al., 

2012), and as such traits as “exotic”, “differentiated” have emerged as desirable consumer 

product attributes.  
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From 2000 forward, as the international price for cocoa began trending upward and 

higher average producer prices for cocoa in Peru set in (Figure 1), exports of cocoa beans 

jumped from 0.8 mt valued at US$ 1.3 million, or roughly 5% of the total value of cocoa 

exports, in 2003 to 30,000 mt worth US$ 81 million and over 55% of export value in 2013 

according to MINAGRI sources. Preliminary figures for 2014 indicate that cocoa bean 

exports surged to 46,000 mt worth US$ 152 million. Since 2001, exports of cocoa and cocoa 

products went from roughly 10% to over 60% of annual production (Canales, 2014b).  

Growth in cocoa exports in recent years was accompanied by changes in by whom, 

where and in what form they were shipped. For example, during the agricultural year 

1999/2000 (July-June), the cooperative Acopagro sold nearly all of the cocoa produced by its 

members in San Martin to industrial processors in Lima for conversion into cocoa butter for 

export (Peñaloza, 2002). The bulk (75%) of cocoa butter exports in 1999 were to the United 

States (Ibid.). By 2014, Acopagro and a two other large producer cooperatives emerged 

among Peru’s principal cocoa exporters selling direct to buyers abroad. Furthermore, over 

60% of cocoa exports were beans and to various European markets, with the Netherlands 

surpassing the United States as the largest importer of Peru´s cocoa and cocoa products by 

value of such trade.   

  Several demand (pull) and supply (push) drivers fostered the shift on the part of both 

importers and exporters in directing Peru´s cocoa exports towards European and other 

markets in recent years. Demand for cocoa from Peru rose as supplies of beans from West 

Africa experienced recurrent volatility (WCF, 2012) and as Peru´s reputation as a source of 

quality food products and fine cuisine including cocoa became more widely recognized 

(Gutsche, 2014; Sotomayor, 2009; van de Kooij, 2013). Furthermore, as the trade and 

investment climate in Peru favored an array of different business initiatives--from foreign 

direct investment to joint ventures to direct contracting of cocoa, European cocoa firms of 

various kinds became increasingly engaged in a variety of commercial activities involving 

cocoa in Peru (AVSF, 2013; GESTIÓN, 2014a; Huamanchumo, 2013; United Cacao, 2014).  

In Peru itself, these drivers were reinforced by government and private sector 

improvements in supporting infrastructure, in particular, roads and telecommunications 

including access to mobile telephones (Huamachumo, 2013). Complementary efforts by 

development agencies involved such initiatives as expanding the warehouse facilities for 

doing fermentation and drying, e.g. 132 fermentation and drying modules with a capacity of 

50 mt each were either constructed or rehabilitated during 2010-2012 alone (Chemonics, 
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2012); and, technical assistance contributing to the emergence of the cocoa producer 

cooperatives as major actors in the cocoa value chain (Technoserve, 2015b).   

The diverse aid programs, government agencies, and NGOs, also showed sustained 

interest in organizing and developing producer cooperatives as an organizational mechanism 

to channel resources to support thousands of small growers intended to improve productivity, 

reduce per unit production costs through higher and better quality yields, and increase 

incomes by capturing the full benefits of higher cocoa prices through collective sales efforts. 

To that end, over 40 cooperatives were founded—over 25 in the San Martin Region alone, 

some over twenty years ago, to facilitate small-scale cocoa production and marketing in 

different parts of the Amazon and on Peru’s far northern coast as well (AVSF, 2013; 

Emenius, 2012; Fair Trade USA, 2012; Higuchi, 2011; Huamanchumo, 2013; Mirella, 

Jochen, & Sáenz, 2011; Santa Cruz, 2008). On-going efforts to develop cocoa cultivation 

received additional stimulus as the orientation of such activities pivoted away from coca 

eradication and shifted instead to measures to increase incomes through the introduction of a 

higher-yielding, disease resistant variety and a package of cultural practices to optimize 

productivity. The emphasis of technical assistance in the Amazon region also focused much 

more on the value chain for cocoa rather than the more diffuse, multi-commodity initiatives 

that prevailed up to that point.  

Over this same period several established private firms modified their cocoa business 

operations to try and enhance their competitiveness either by expanding their network of rural 

assembly centers or area planted and volumes processed of cocoa for export. The run-up in 

prices also attracted the interest of a number of new entrants into the cocoa export business. 

These would include both Peruvian and foreign firms that began to build up their own 

assembly infrastructure to purchase, ferment, dry, and then export cocoa beans and/or move 

aggressively into large-scale cocoa cultivation for export (GESTIÓN, 2013, 2014a).  

 

3. Findings and Discussion  

 

Based on the review of the literature, interviews with numerous key informants, and 

conversations with different company representatives, three principal types of value chain 

actors for exports of cocoa beans in Peru and their variants can be identified as follows: 1) 

processor⁄exporters and assembler-broker-traders, 2) cooperatives, and 3) large agro-

enterprises. Aside from their similar interest in cocoa bean exports, their respective business 
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models differ in terms of a) whether they purchase, process and⁄or produce what they export, 

b) the varieties they work with, c) the ecologies where they carry out their operations, and d) 

how they are constituted; i.e. privately held, member-based, or corporate agro-enterprises, 

among other considerations (Table 1). While all these entities export cocoa beans, their 

activities are typically embedded in an array of domestic and foreign sales. 

 

3.1. Processor⁄exporters and Assembler-broker-traders  

 

Traditionally, growers—medium (2-5ha), large (>5ha) and predominantly small 

(<2ha) farmers—cultivated, harvested, then fermented and select (i.e. eliminate damaged or 

otherwise unacceptable) their beans on the farm on an individual basis before selling them to 

local rural assemblers on site for cash (Peñaloza, 2002). In the past --before the spread of 

mobile phones, these local, often informal assemblers were virtually the only source of 

information on prices being paid.  

Given the geographic isolation of cocoa growers and their limited resources, 

traditional marketing arrangements offered then as now:  i) direct payments to cash-strapped 

farm households; ii) on-farm transactions when rural transport may have been problematic at 

best; iii) cash advances to help cover expenses when bank credit was impossible to come by 

for many cocoa farmers—even those operating larger growing areas—as they often lacked the 

requisite land titles to qualify for a loan to finance their operations (Zamora, n.d.). These 

informal services traditionally enabled rural assemblers to maintain “confianza”, i.e. 

commercial ties with their grower clients (Huamanchumo, 2013; Santa Cruz, 2008), thereby 

dominating negotiations over the terms of sale (Peñaloza, 2002). 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Costs, quality, and competition in the cocoa value chain in Peru: an exploratory assessment 
Scott, G.; Donovan, J.; Higuchi, A. 

Custos e @gronegócio on line - v. 11, n. 4 – Oct/Dec - 2015.                                         ISSN 1808-2882 
www.custoseagronegocioonline.com.br 
 

333

 
Table 1:  Typology of business models for cocoa in Peru 
 
Model            Produce Assemble Varieties  Process  Location  Land type    Scale         Com     
                 
Pro/Exp          No          Yes          Mixed         Yes      HRF           Mixed           Large        VI/OC                                                      
 
ABT                No          Yes         Mixed         No       HRF, LRF  Mixed           Large        Min FC     
   
Est. Coop       Yes         Yes          CCN-51      Yes      HRF           Mixed           Large        ES/VI 
  
VI Coop         Yes          Yes          Local         Yes       C               Agro-for        Medium    LV   
 
Pro/Grower    Yes         Yes          FFC            Yes      LRF            Deforested    Large        VI/FFC 
Agro-Ent         Yes        Yes          CCN-51     No       LRF            Deforested     Large        MN/ES  
Agro-Ent         Yes        Yes          CCN-51     No        LRF            Cld forest      Large        MN/ES  
 
Com=Focus of competitiveness; Pro/Exp= Processor exporter; HRF= High rain forest; VI= Vertical integration; 
OC= Organic cocoa; ABT= Assembler-broker-trader; LRF= Low rain forest; Min FC= Minimize fixed costs; 
Est. Coop= Established Coop; VI Coop=Vertically integrated Coop; ES= Economies of scale; C= Coast; Agro-
for= Agro-forestry; LV= Local varieties; Pro/Grower= Processor-grower; FFC= Fine flavor cocoa; Agro-Ent= 
Agro-enterprise; Cld forest= Cleared forest; MN= Monoculture;  
Source: Prepared for this study. 
 

Achieving quality chocolate consistently depends critically on the careful handling of 

the cocoa pods right off the tree (Chemonics, 2012; Figure 3) as the initial fermenting and 

drying of the beans greatly influences the development of aroma and taste of the cocoa and 

final chocolate products (van de Kooij, 2013). In the 1990s, improper harvesting, fermenting 

and drying of cocoa contributed to lower producer prices in Peru (IICA, 2009). Moreover, 

many of the local varieties continued to be susceptible to attack by pests and diseases 

resulting in lower yields that effectively reduced grower incomes and discouraged expansion 

of area planted in cocoa. 
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                           Figure 3:  Cocoa processing from field to final product. 
                              Source: Maximixe (2002) and research for this study 

 

Over the last ten years, a small number of processor/exporters and assembler-broker-

traders introduced some noteworthy modifications to traditional value chain activities and in 

so doing asserted their position as major actors in the cocoa business. One Lima-based cocoa 

enterprise, Machu Picchu Foods (MPF), abandoned its coffee-trading operations in 2000 and 

instead implemented an aggressive set of organizational innovations including integrating 
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3,000 associated producers into the firmʼs cocoa value chain. To that end, MPF set up 31 

collection warehouses across multiple growing areas in the Amazon to receive, ferment, dry, 

check, sort, bag and ship the beans. In addition, MPF buys pods right off the tree whenever 

possible. Notwithstanding, market conditions are such that MPF still needs to rely on an 

extensive network of independent rural assemblers to secure the necessary raw material for its 

cocoa and chocolate plants that summing sales of beans, intermediate, and finished products is 

estimated to be 20,000 mt/yr, or 30% of annual national output.  

While MPF exports cocoa beans, MPF´s business model emphasizes vertical 

integration and a long-tail of multiple processed cocoa products: conventional, organic, 

kosher, allergen-free. These include those for both intermediate and final use for an array of 

different type clients—multi-national to boutique retailer, national and foreign, to diversify 

risk and expand sales.  

MPF produces no cocoa itself. Whereas it used to buy its cocoa in Lima, it now 

depends on establishing and maintaining grower-supplier loyalty. As an integral part of its 

business model, MPF offers its growers an elaborate set of services (e.g. zero interest loans, 

tool loans free of cost), philanthropic activities (rebuilding local schools), education and 

health programs beyond an equally extensive array of cocoa production technical assistance 

and training initiatives. While some informed observers remain skeptical about the extent of 

grower benefits provided, MPF focuses on promoting high quality, organic cocoa to improve 

grower incomes, protect the environment by promoting the use of natural composts instead of 

chemical fertilizer, meet demand for certified cocoa and cocoa products, and serve as a 

potential alternative outlet in the event of a downturn in prices for conventional cocoa (Table 

1).   

The most recent conspicuous new participants in the value chain for cocoa in Peru are 

the assembler-broker-traders that specialize in the export of cocoa beans (Table 1). Two local 

firms in particular— Amazonas Trading Peru and Sumaqao SAC— entered the cocoa trade in 

2009 and 2010 respectively (Huamanchumo, 2013), but have assumed a prominent profile in 

the wake of surging prices, production, the sheer numbers of growers involved in cocoa 

cultivation along with the spread between average producer and FOB prices paid for cocoa 

that emerged in 2009 (Figure 1). Amazonas Trading became the countryʼs leading exporter of 

cocoa beans in 2012, 2013, and 2014 (Mejia, 2015); Sumaqao was third in 2012 and fourth in 

2013 (Huamanchumo, 2013, Canales, 2014b).  
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As business opportunities have emerged, these traders figure more conspicuously in 

managing the collection and marketing of cocoa beans by either capitalizing on their contacts 

with cooperatives where once served as managers or operating on their own or working with 

rural assemblers either of the independent kind or employed by them to make contacts with 

growers. These traders also employ their own agronomists to provide technical support to 

their affiliate growers as well as promote social programs aimed to eliminate child labor, 

ensure field workers are paid a fair wage, and abide by certification requirements in 

producing, processing and handling of cocoa beans (Mejia, 2015). They export directly to 

foreign buyers conventional, organic, Fair Trade, and UTZ certified cocoa to meet their 

clientsʼ quantity and quality requirements, e.g., source of origin, sufficient volumes per 

shipment. As a corollary, access to sufficient cash to cover the costs of rural assembly—

including price premiums paid to growers for organic cocoa, cash advances to growers prior 

to harvest—constitutes a distinct commercial advantage of these new entrants (Larrea & 

Lynch, 2012). Aside from a small network of company offices to purchase cocoa and 

laboratory facilities to assure quality control, these firms seek to sustain competitiveness by 1) 

minimizing fixed costs, i.e. no assets tied up in land for cultivating cocoa or expensive plant 

and equipment to produce processed products; 2) devolving production risks to its grower-

clients including some cooperatives; 3) handling large volumes both to attract more buyers 

and facilitate direct sales to overseas clients thereby eliminating other middlemen while 4) 

capturing economies of scale related to its existing fixed costs; and, 5) collecting government 

export rebates on FOB shipments (GESTIÓN, 2014b) to supplement barebones operational 

income so as to offer higher prices to growers and sustain sales volumes.   

Ecom, the 150-year-old Swiss, multinational commodity trading company, also 

operates in Peru and is a partner in the Alianza Cacao. In addition to buying cocoa from 

established growers, Ecom has supported the diffusion of FFC varieties and the development 

of a computerized database of 13,000 ha of newly installed cocoa. Each grower has a data 

sheet indicating via GPS coordinates the precise location, altitude, and dimensions of his⁄her 

cocoa fields, the varieties grown, planting dates, etc. (Yturrios, 2015). The intent is to ensure 

proper monitoring of the crop and crop yields; more effective coordination of harvesting, 

fermenting and drying to optimize quality control; and, to guarantee traceability to 

prospective buyers and final users backed by crop certification. The first major harvest and 

sale of cocoa from these fields is programmed for July 2016. 
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Ecom utilizes a socially-inclusive business model grounded in the creation of shared value in 

which the firm stresses partnerships with growers in diffusion of new technology to improve 

productivity, quality and incomes linked to risk-sharing through farmer credit schemes, 

providing access to markets, and rigorous supply chain management.  

 

3.2. Cooperatives  

 

A second major type of actor in Peru’s cocoa value chain is based on the cooperative 

model (Table 1). In the cooperative category, three principal variants stand out: 1) a few large, 

more established organizations that pursue competiveness by some combination of a large and 

growing membership and sales volumes, selling direct to overseas buyers, and earning 

supplemental income from related on-farm activities; 2) other, established cooperatives that 

operate processing facilities to capture more value added and specialize in local varieties to 

appeal to a differentiated set of buyers; and, 3) a number of more recently launched, smaller 

cooperatives trying to achieve the necessary sales volumes to sustain economic viability.  

Among the largest cocoa bean exporters in Peru, Acopagro in San Martin has 

succeeded in capturing scale economies in both the provision of inputs and production 

services as well as the processing and direct export of the harvested beans (AVSF, 2013; Fair 

Trade USA, 2012). Organized in 1992 (Higuchi, 2011), Acopagro offers training programs to 

improve technical efficiency of their grower/members and facilitate the transition to high 

quality cocoa cultivation; cash advances to growers to procure production inputs; aggressive 

expansion of collection facilities—including 42 in Mariscal Caceres province alone out of 77 

total (Gonzales, Maje, Cruz, & Rodriguez, 2012)—to facilitate the quality enhancement of the 

wet beans by promptly subjecting them to fermentation and drying regimen in a closely 

supervised central location as well as the establishment of a co-op physical presence closer to 

the membership; successful recruitment of new members—from 400 in 2005 to 1500 in 2009 

(Higuchi, 2011); reforestation schemes involving organic production of harvestable timber to 

reduce erosion, provide shade cover for cocoa, and serve as the basis for the eventual sale of 

carbon bonds to complement the income from cocoa sales as well as a source of retirement 

income for individual members (AVSF, 2013); and, the stability of managerial leadership 

with the same chief operating officer for the last 16 years (Huamanchumo, 2013). As a result, 

Acopagro was among the top two or three leading exporters of cocoa beans in Peru over the 
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last 10 years shipping over 3,500 mt of beans worth over US$10 million in 2013 alone (Ibid.) 

with projected sales of US$50 million in 2015 (GESTIÓN, 2015).  

Recent case studies conclude that in the process the grower cooperatives like 

Acopagro also help build mutual trust and an appreciation of the different gains from 

sustained commitment among the farmer membership. They facilitate the exchange of 

experiences about production practices, the benefits to be derived from up-grading to higher 

quality cocoa through appropriate crop management, and from collective action to gain access 

to markets and negotiate prices (Bamber & Fernandez-Stark, 2012; Sancho et al., 2013). As 

an added bonus, collective sales enable the grower cooperatives to receive so-called 

“drawback” payments made by the government to promote cocoa exports otherwise captured 

by assembler-broker-traders and large agribusinesses engaged in the cocoa trade. These 

payments constitute a tax rebate on shipments of cocoa abroad based on that percentage of the 

costs of the cocoa (e.g. production inputs such as fertilizers and pesticides) that for which the 

18% value added tax was already paid. It typically amounts to 5% - 8% of the FOB price of 

the exported product (AVSF, 2013; GESTIÓN, 2014b) and represents an important source of 

income for the cooperatives to help cover overhead required to assist member growers. 

  The cocoa-grower organizations also enable small farmers to participate in the 

national cocoa growersʼ association APPCACAO (AVSF, 2013), a body that serves to 

represent membersʼ interests in government policymaking deliberations, in bi-lateral 

development projects focused on the cocoa sector, and as part of the country´s delegation 

participating in annual International Cocoa Organization (ICCO) meetings. Some 25 cocoa 

cooperatives currently belong to APPCACAO, although according to technical assistance 

officials only 20% of all cocoa-cultivating households in Peru currently belong to some 

producer organization (Technoserve, 2015a). APPCACAO itself remains handicapped by 

limited financial resources (APPCACAO, 2014).  

In practice, the more established cocoa cooperatives have been on a steep learning 

curve with a mixed record in the value chain for cocoa across Peru for a variety of reasons. 

Foremost among these perhaps has been the short supply of local management capacity as 

much of the membership lacks a primary school education and formal managerial business 

experience—let alone in leading a large participatory enterprise, prior to taking on the task of 

running a cooperative (Higuchi, 2011). Although noteworthy efforts over the years have been 

made to develop managerial capabilities in a sub-set of these organizations through, among 

other things, project-based training (AVSF, 2013; Chemonics, 2012; Sancho et al., 2013) 
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including a cooperative diploma program with universities in Lima to develop business plans 

or student theses in support of these enterprises (Gonzales, Maje, Cruz, & Rodriguez, 2012), 

managerial weaknesses remain an on-going limitation to more improved cooperative 

performance (Humanchumo, 2013; Larrea & Lynch, 2012). Partly for that reason, in the past 

some cocoa cooperatives have not been able to access the financial wherewithal to provide 

timely cash payments to their members, prompting defections to rival private firms (Santa 

Cruz, 2008) with the amounts required to purchase and sell sufficient volumes reportedly 

reaching several US$ millions (Canales, 2014b). While bi-lateral development project 

officials contend that access to operating credit to buy and sell cocoa is a key constraint for 

many cooperatives (Technoserve, 2015b), management of co-operative finances remains 

perhaps even more so.  

Given evolving supply and demand conditions both in Peru and major export markets, 

other cocoa cooperatives have placed greater emphasis on product differentiation/ market 

innovation in their respective business models (Table 1). For the NorAndina Cooperative 

based in Piura, for example, this strategy involves producing high quality cocoa products, as 

opposed to raw beans, made from differentiated, local varieties as opposed to CCN-51 (Paz, 

2012), and sold directly to more discriminating clientele catering to chocolate connoisseurs 

rather than traders of conventional cocoa (AVSF, 2013;  Gutsche, 2014; Rojas, 2015). To that 

end, the co-op is in the process of constructing its own processing plant to facilitate direct 

export of value-added products such as cocoa paste (GESTIÓN, 2014c).  

NorAndina is a mega-cooperative alliance of a 94 organizations consisting of 6,600 

members founded in 2005 (Rojas, 2015). Nevertheless, in cocoa it still operates with much 

more limited volumes (600 mt) of cocoa than Acopagro. For example, according official trade 

data, NorAndina cocoa bean exports were 31.5 mt in 2013 (Humanchumo, 2013) suggesting 

that up to now many of the co-opʼs sales were to buyers that assumed the transport and other 

export costs. Moreover, to capture greater volumes and the associated economies of scale, 

NorAndina has begun to extend its recruitment and rural assembly efforts into new areas such 

as the Amazonas and Junin Regions (Figure 2) and in effect to compete with other, San 

Martin-based co-ops and private traders while trying to optimize capacity utilization. Other 

grower organizations engaged in direct sale of local cocoa varieties to buyers abroad would 

include the Cooperativa Pangoa based in the Junin Region that exports beans to France (van 

der Kooij, 2013).  
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In a somewhat similar fashion, the Cooperative Naranjillo, located in Tingo Maria in 

the Alto Huallaga area in Huanuco Region (Figure 2), extended its cocoa marketing activities 

years ago to include processing of the beans into value-added products (Huamanchumo, 2013; 

Technoserve, 2015a). Moreover, the cooperative recently up-graded and expanded its 

processing capacity to enable it to process much larger volumes than in the past utilizing 

state-of-the-art processing equipment. However, according to key informants contacted for 

this study and recent consultancy reports, the cooperative has had difficulty in making optimal 

use of these facilities thereby confronting the cost-related problems associated with excess 

capacity. Given its available facilities, the cooperative has engaged in processing cocoa beans 

on a batch-basis for other, smaller cooperatives eager to meet requests for specific finished 

products. 

Alternatively, a number of the cocoa cooperatives are still in their infancy, particularly 

in areas where cocoa cultivation has only recently seen a surge in planting (ICRAF, n.d.). For 

example, twelve of the 26 cocoa cooperatives and producer organizations in San Martin 

Region identified by Huamanchumo (2013) have less than 50 members. They therefore find 

themselves trying to build a business—including sufficient membership to achieve the 

requisite volumes to attract buyers and cover costs—while working with meager resources in 

the interim.  

Aside from these considerations, at least some cooperatives have been handicapped by 

the memory of the limited success of previous initiatives as they try to capitalize on the 

current, more favorable market environment (Sancho et al., 2013; Schmitter & Burneo, 2013; 

Zamora, n.d.). 

Furthermore, in other instances, certain cooperative members may feel 

underrepresented or underserved due to limited managerial capacity to respond to the 

increasingly complex set of organizational demands such as rising numbers of actual or 

potential members located over an expanding territory or heightened competition from new 

entrants. They therefore opt to establish their own organization and as a consequence drive up 

the transaction costs associated with buying and collecting small lots of cocoa scattered over 

broad areas thereby undermining the economic viability of the new initiative. At least some of 

these defections have been financed by government-sponsored credit programs intended to 

promote collective initiatives by growers that have had the unintended effect of undermining 

those that already exist.   
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3.3. Large agro-enterprises 

 

Given the sustained high prices for cocoa, three large agro-enterprises have recently 

expanded their cocoa operations in Peru, each with their respective business model. These 

company operations all produce cocoa, but they vary in how and where their production takes 

place. Some not only produce cacao for export, but also have processing operations to sell 

both locally and abroad as well as purchase and export cocoa beans of other growers.    

Romex Trading (RT), a firm that exports cocoa, coffee and imports coffee-making 

machines for sale to cafes and restaurants, has begun growing its own FFC in agroforestry 

fashion. It cultivates cocoa in San Martin Region (Figure 2) in combination with other crops 

such as bananas and complemented by planting tropical trees for eventual harvest as wood. 

RT also forms part of the USAID-supported public-private project Alianza Cacao (GESTIÓN, 

2013) that combines agro-enterprise production alongside 15,000 small farmers utilizing a 

mix of FFC varieties. The harvested cocoa is then processed in Romex´s own plant into 

intermediate and finished products for sale in the domestic market and/or exported directly as 

beans.  

RT´s six-pronged strategy aims to capture the economies of scale in cocoa production; 

capitalize on higher producer prices by harvesting its own cocoa rather than just buying from 

less efficient small growers; optimize cultural practices (e.g. cocoa trees per hectare; use of 

chemical fertilizers, pesticides; soil management); tighten linkages between field and factory 

to drive down per unit raw material costs; maximize revenues per hectare from food, wood 

and carbon bonds; and, at the same time produce and sell fine flavor cocoa to the extent that 

market segment offers price premiums for beans in the future. In this model productivity and 

processing capacity utilization are critical to sustain competiveness with supplemental farm 

income serving to bolster profitability (Table 1). It also trades cocoa harvested by other 

growers to boost through-put and assists interested farmer-clients to help them scale up and 

improve technical efficiency.  

The Romero agro-enterprise (RA), primarily dedicated to oil palm, also cultivates 

CCN-51 in monoculture, plantation style in an expanding set of contiguous fields made up of 

previously deforested and cultivated parcels consolidated for that specific purpose. RA´s 

business model aims to not only capture economies of scale but also minimize production 

costs by specializing in just cocoa production (i.e. no mixed cropping, no other trees, no 
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processing of beans) and cultivation of a single variety (Table 1). The resulting harvest is then 

sold for others in the conglomerate to process and/or export. The all-out focus on reducing 

costs by optimizing productivity through monoculture serves a complement to the more 

diversified, vertically integrated approach adopted by the affiliated firm belonging to the same 

commercial group described above. While RAʼs corporate social responsibility activities 

related to its oil palm operations have been lauded (Sandborn and Delagdo, 2009), the firm 

has been criticized for steadily expanding its farming operations into adjacent rainforest 

heretofore unauthorized for such use (EIA, 2015).     

United Cacao´s more recent initiative in Loreto Region near Iquitos (Figure 2) also in 

the low jungle consists of 3,000+ of hectares of CCN-51 planted on cleared virgin forest 

(Table 1). This latest venture appears to represent a combined agro-industrial start-up funded 

in part by selling shares via crowd-sourcing as well as an investment initiative aimed at 

capitalizing on the low cost of local land and labor in that part of Peru´s Amazon (GESTIÓN, 

2014a; United Cacao, 2014). Despite its local employment program and diverse social 

responsibility initiatives e.g., local educational facilities, youth sports program (United Cacao, 

2014), the firm has come under sharp criticism for clear-cutting rainforest to plant all its 

cocoa (EIA, 2015; Hill, 2015).    

 

3.4. Certifications schemes 

 

The shift in Peru´s value chain away from primarily low quality, intermediate 

processed cocoa products to cocoa beans has been accompanied by a shift, albeit not on the 

same scale, to the export of certified cocoa beans intended to promote more eco-friendly 

production practices, eradicate use of child labor, improve small farmer household incomes, 

and channel cocoa sales to more discriminating buyers willing to pay higher prices for cocoa 

with these added attributes (UTZ, 2014). Over the last ten years Peru has reportedly become 

the world´s second largest exporter of organic cocoa, and was among the world´s largest 

exporters of Fair Trade cocoa (Fair Trade USA 2011, 2013). Such certification schemes have 

been particularly attractive to cooperatives and their members as they represent a source of 

much needed supplemental income in the form of a price premium anywhere from US$50-

200/mt or more above the going market price for conventional beans. 

Of the 62 producer cooperatives world-wide that currently form part of the Fair Trade 

USA cocoa network, 16 are in Peru (Fair Trade USA, 2013), up from just three in 2005 
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(AVSF, 2013). Fair Trade International (FTI), the parent organization with headquarters in 

Germany, puts the current total in Peru at 26 affiliated organizations (FTI, 2013). 

Nonetheless, total annual global exports of Fair Trade cocoa beans reached an estimated 

54,000 mt in 2012 out of a total world production of some 4.3 million mt of cocoa 

(FAOSTAT, 2015) and an annual traded volume of cocoa and cocoa products of five million 

mt (WCF, 2012).  

Although the market for Fair Trade cocoa continues to expand, the Fair Trade price for 

cocoa (US$ 1,600/mt) in 1998 was roughly double the price for conventional cocoa 

(Donovan, 2006). As prices for Peruvian cocoa soared since then, for example, so that by 

2008 it stood at nearly double the 1998 Fair Trade price (Huamanchumo, 2013), and the 

premiums beyond that price paid for differentiated, single-origin beans rose higher still 

(Gutsche, 2014), key informants reported that at least some small cocoa farmers have become 

inclined to sell their beans “as is.” These price movements would appear to at least partly 

explain why exports of Fair Trade cocoa from Peru to the United States fell by 40% between 

2011 and 2012, i.e. from some 5,000 to 3,000 mt (Fair Trade USA, 2013) and why the 

quantities of certified Fair Trade cocoa production in Peru reached 18,000 mt, but actual Fair 

Trade export sales totaled 6,000 mt (FTI, 2013). Moreover, foreign buyers may be balking at 

paying premiums at current international price levels as they themselves are caught in a cost-

price squeeze. Others observers contacted for this study and recent reports argue that the full 

Fair Trade price premium of US$200/mt for conventional beans with a minimum price of 

US$2000/mt (http://www.fairtrade.net/standards/price-and-premium-info.html) is rather small 

and that growers may see little of it although they are charged the costs of certification 

(Technoserve, 2015b). Instead, premium payments are paid to the cooperatives or the trader-

brokers who pay for the certification and do the exporting. At least some of these funds do go 

to help cover other, cocoa-business related expenses and member-client services. Still, the 

complexities of certified cocoa sales are such (KPMG, 2012) that the topic of certification 

costs, advantages and disadvantages is a prime area for future research particularly as recent 

trade data (Canales, 2014b) indicate that 20% of Peruʼs total cocoa bean exports were Fair 

Trade certified.  

According to UTZ representatives contacted for this study, Peruʼs UTZ certified cocoa 

bean exports rose from 513 mt in 2010 to 11,836 mt in 2013 and then 16,233 mt in 2014. 

Although UTZ certification offers a price premium of US$50⁄mt, key informants contacted for 

this study point out that UTZ certified cocoa need not necessarily result in higher producer 
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prices. Rather the UTZ certification provides access to new markets that otherwise might not 

be accessible. Local benefits to growers take the form of investments to improve grower 

livelihoods such as funds used to repair local schools.  

Official statistics on exports of certified organic cocoa beans indicate such shipments 

rose from 2,600 mt in 200 to over 12,000 mt in 2013 (Figure 4; Canales, 2014b). These 

figures indicate a strong overlap between the market for Fair Trade, UTZ, et al. and organic 

cocoa, but that the latter represents a rapidly expanding niche as well as noted in previous 

reviews of global cocoa trends (Pay, 2009). What is less clear is the current the size of this 

market (ICCO, 2015; van de Kooij, 2013) and more importantly how rapidly it will expand in 

the future as volumes sold ramp up. Recent estimates that global sales of organic chocolate 

confectionary reached US$772 million or 34, 800 mt in 2013 and have continued to rise from 

2008 through 2012-13 with Germany (43%), the United States (20%), and the United 

Kingdom (14%) constituting the largest share of this market (Euromonitor, 2014). 

Nonetheless, at least some prominent agro-enterprise managers remain skeptical about the 

prospects for certified and/or organic cocoa contending that if cocoa prices drop, then prices 

for organic cocoa will be hard to sustain.   

At the farm level, the amount of net benefits afforded growers of organic cocoa is less 

clear as some observers contend that production costs per hectare are higher (e.g., due to 

added labor costs for more intensely monitoring the cocoa in the field) and yields can be 

significantly lower offsetting the price premiums above the amount paid for regular cocoa. 

Others observe point out that low-income growers often cannot afford chemical inputs and 

therefore their output is customarily organic. Hence, the price premiums come from simply 

certifying existing practices which some key value chain participants then seek to build on to 

improve. 
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Figure 4: Exports of conventional and organic cocoa beans from Peru, 2006-2013. 
Source: Peruvian customs data, Canales (2014b) and calculations for this study 

 

3.5. Gross sales revenues and costs 

 

Baseline estimates of gross sales revenues and costs from procuring and shipping 

cocoa under current market conditions indicate very modest monthly incomes. Assuming that 

a cooperative has 50 members that each harvest three ha with an average yield of 650 kg/ha 

(roughly the average cocoa yields in Peru); that the price spread between the price paid the 

growers and the FOB price is roughly US$1/kg, the monthly net gross income is US$8,300 

(Table 2).  These calculations illustrate how lower volumes leave little left to cover wages and 

salaries, all other operating expenses (e.g., collection, fermenting, drying, bagging, interest on 

working capital, electricity, telecommunications, etc.) to say nothing of funds required to 

implement training and technical assistance programs for coop members or grower-clients. 

They also contrast with the revenues generated by the larger, higher volume actors (Table 2). 

Moreover, interviews with cooperative key informants carried out for this study found that the 

grower-FOB price spread is closer to US$ 0.31/kg, hence the MNE is closer to US$2,200. A  

more recent estimate puts such costs at about US$0.80/kg –or between the two figures 

generated by this study—partly due to increased congestion on Peru´s central Andean 

highway and the incidence of theft outside Lima´s port facilities (Banco Mundial, 2016).  
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Table 2: Monthly gross income from exporting cocoa beans less shipping and handling 
costs 
Members  Kg/eacha Spreadb   Sub-totalc  Drawbackd   Totale         S&Hf      MNEg     
  #                                   US$        ----------------------------US$ 000--------------------------------------- 
                                                        
50                 1950         0.94         91.4           19.0               110.4          10.8          8.3 
 
50                 1950         0.31         30.5           19.0                49.5           10.8          3.2   
  
50                 1350         0.94         60.9           12.7                73.6            7.2           5.5                                                                        
 
50                 1350         0.31         20.3           12.7                33.0            7.2           2.2                                                                        
 
1500             1950         0.94         2,742.2      570.4              3,312.6       322.9       249.1 
 
1500             1950         0.31         914.1         570.4              1,484.4       322.9       96.8 
 
1500             1350         0.94         1,828.1      380.3              2,208.4       215.2       157.1 
 
1500             1350         0.31          609.4        380.3              989.6          215.2       64.5 
    
 
a Kg/each assumes average marketable yields/ha of 650 kg/ha per grower and that each grower on average 
harvests three ha of cocoa per year; b Spread refers to the difference between the price paid per kg equivalent for 
the beans to growers and the FOB price received by the cooperative or assembler-broker-trader where, e.g., 
S/.3/kg or US$ 0.94 at prevailing exchange rate represents roughly 30% of the international cocoa price and S/.1,  
or US$0.31, 10%; c Sub-total earned is the spread per kg times the total in mt exported; d Drawback earned 
estimated to be 0.065% of the price FOB for the cocoa estimated to be US$3000/mt times the quantity of mt 
exported; e Total is the sum of income from the price spread and drawback; f Shipping and handling costs 
includes trucking costs from the cocoa-growing region to the nearest port (e.g., Satipo to Callao) plus requisite 
short-term handling of the shipping container at the port, paperwork needed for shipping, inspections and 
certificates, and forwarding of documents to receiving party at their port of entry; g MNE represents the monthly 
net equivalent or sum of the earnings from the spread on exports and drawback less shipping and handling costs 
divided by 12.  
 Source: Prepared for this study. 
 

Some added perspective on these calculations under current market conditions are 

voiced by established private cocoa processors. They contend that the rise in cocoa prices 

compounded by the influx of new traders competing for raw material makes processing much 

less attractive economically as the mark-up does not, or only barely, covers costs. So much so 

that managers of these enterprises argue that rival broker-traders actually lose money or 

barely break-even procuring and exporting beans. All their profits allegedly come from the 

drawback payments they receive and that are not taxed. These same executives complain 

about the unfair competition that they face from the numerous, small rural traders that operate 

without furnishing purchase receipts to growers or paying taxes on their incomes from cocoa 

export sales.   

 

4. Future Scenarios  
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An array of distinct major actors have emerged in value chains for cocoa in Peru over 

the last several years each with their respective business models intended to enhance their 

competitiveness. Key distinguishing features among them are whether, where and how they 

produce and/or process cocoa for sale in domestic and foreign markets. Most include some 

sort of social program as part of or linked to their business operations. A few play particular 

attention to environmental considerations, while others blatantly engage in operations that are 

far from environmentally friendly raising questions about future scenarios each with their 

opportunities and risks. 

 One obvious future scenario for the cocoa sector in Peru would be the continuation of 

recent developments where diversity and smallholders continue to play a major role in value 

chains. This more intensified regional specialization (RS) scenario with lower-cost, hybrid 

cocoa dominating production in the Northcentral Amazon (San Martin, Ucayali Regions) with 

other, often local varieties playing a more prominent, if not exclusive role in other growing 

areas. The RS scenario envisions a future cocoa sector roughly akin to the diversity of wine 

districts in France where the less expensive wines are produced in certain parts of the country 

and the finer, estate bottled wines grown in others offering a range of products for different 

palates and prices.  

This regionalized scenario sees the vast majority of the additional area in cocoa being 

undertaken by small-to-medium scale (<20ha) mixed farming units less intrusive on primary 

tropical forests bolstered by improvements in productivity, e.g. through intensified diffusion 

of mini-irrigation schemes (Zelada, Cardenas, & Mori, 2013) and higher-yielding FFC hybrid 

varieties currently available in Peru (Garcia, 2010) as well as accelerated efforts to expand 

virtual banking services to greatly reduce the need for cash payments to small growers 

allowing instead for electronic deposits that could accessed as needed. It also entails 

continued support to the cooperatives as they slowly mature into self-sustaining business 

entities and programs to encourage grower members to expand their operations to more 

economically self-sustaining scale. This scenario would also link cocoa production much 

more closely to tourism of various kinds (live-in, culinary, environmental) as well as the food/ 

restaurant industry including the expanding number of cooking schools operating in the 

country, e.g., cocoa does not yet figure as prominently as an ingredient in everyday Peruvian 

cuisine as it does in standard Mexican dishes. Export sales of diversified cocoa beans would 

be promoted by an on-line cocoa exchange consisting of virtual company/ cooperative stands 



Costs, quality, and competition in the cocoa value chain in Peru: an exploratory assessment 
Scott, G.; Donovan, J.; Higuchi, A. 

Custos e @gronegócio on line - v. 11, n. 4 – Oct/Dec - 2015.                                         ISSN 1808-2882 
www.custoseagronegocioonline.com.br 
 

348

to facilitate contact with potential buyers interested in relatively small (< 5mt) quantities of 

FFC from a single source in particular. 

 The principal risks associated with the RS scenario include continued limited scale 

and low yields, hence low incomes for many producers that never reach sufficient scale to be 

truly sustainable; expansion of fine flavor cocoa production in other countries (Schatzker, 

2014) undermining the competitive advantage of Peru; public-private support for cocoa 

cooperative developments being diluted by efforts to broaden the scope of collaboration to 

include a much broader array of commodities undermining the strategic decision to prioritize 

such efforts by focusing on cocoa; an outbreak of disease affecting CCN-51; and, donor 

fatigue for cooperative technical assistance.  

A second, large-scale (LS) scenario would see a much more expansive development of 

cocoa production in parts of the north/central Amazon (San Martin, Loreto, Junin, Huanuco 

and Ucayali Regions). The LS scenario emphasizes improving productivity to ensure future 

competitiveness for Peru´s cocoa sector given the relatively small volumes currently sold and 

uncertain future demand for exotic, single-source cocoa varieties. In the LS scenario, the 

larger, more established cocoa cooperatives and comparable scale, private agro-enterprises 

capture both production and post-harvest economies, and produce the necessary volumes to 

facilitate more value-added from processing in Peru and in close proximity to growing areas 

in particular. An added dimension to this scenario in some instances is the accelerated 

incorporation of high yielding, FFC varieties amongst those cultivated by grower members 

made that much more feasible by doing things on a larger scale.   

A complementary component to the LS scenario would involve strategic alliances 

between the larger, more established and better equipped producer cooperatives and those 

smaller, more recently established associations. Such an arrangement would help overcome 

the capacity utilization problems that larger scale cooperatives might otherwise find difficult 

to surpass while giving the associated smaller cooperatives access to the knowledge, 

experience, and marketing contacts that larger units might provide. All these cooperatives 

would continue to operate mixed, agroforestry cultivation practices that would include 

incomes from other crops as well as tropical timber management on what had been previously 

deforested land and more standardized use of carbon bonds. 

 

Risks associated with the LS scenario include a crash in the price for conventional 

cocoa, (e.g. should production in West Africa rebound from recent difficulties) similar to the 
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downturn in the 1990s (Pay, 2009); commercial downgrading of Peruvian cocoa catalyzed by 

large-scale, clear-cutting of primary tropical rainforest. 

 

5. Recommendations 

 

As noteworthy as the abovementioned indicators certainly are, value chains for cocoa 

in Peru face an array of diverse constraints that would include, but not be limited to:  

     I - infrastructure (most notably all-weather roads in major growing areas 

connecting them with intermediate cities and the processing/assembly centers 

located there, then to port facilities for exports abroad as well as for transporting 

the requisite inputs vital for improving both productivity and the quality of the 

harvested beans) including expanding the national fiber optic network so that 

access to the internet extends well beyond the current 13% of all households 

outside Lima (Arroyo, 2015) through more effective utilization and canalization 

of potential corporate support via the established governmentʼs social-

responsibility-initiatives-for-taxes program;  

    II - technical/agronomic: optimizing cultural practices and diffusion of improved, 

FFC varieties to improve yields as well as fermentation and drying to ensure high 

quality; varietal identification, development and diffusion; testing for the 

incidence of Cadmium contamination in soils via streamlining, then promotion of 

use of millions of US$ of public funding available to regional universities to help 

finance such training and research on its impact on yields, grower incomes; 

    III - socio-economic (strengthening grower services, e.g. technical assistance, 

credit) through expanded efforts by the private sector, i.e. more bank branches, 

virtual banking services; private extension services piloted through collaborative 

research and development projects;  

     IV -  intensified economic/managerial and commercial backstopping for the day-to-

day of business cooperatives activities, from inputs to outputs, as well as those 

initiatives aimed to expand the network of export markets for different types of 

cocoa products along with domestic consumption. Experiences elsewhere in Latin 

America suggest that development of viable cooperatives will take considerable 

support from the private and public sectors (Bebbington, Quisbert, & 

Trujillo,1996; Donovan, Soto, Astorga, & Stoian, 2007). In that regard, the dozens 
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of cooperative start-ups merit priority focus with basic indicators about numbers 

of grower associates, volumes of beans sold, templates on overhead and 

administrative costs made available to build on experience to date and increase the 

probability of success. 

  V -  Given the geographic isolation of most cocoa-growing regions and limited 

presence as well as capacity of Regional government to monitor, let alone regulate 

private sector initiatives in cocoa, national government authorities in alliance with 

NGOs and the international media have called for compliance with Peruvian laws, 

regulations, and international commitments as regards acquiring ownership of 

heretofore public land, clearing primary rainforest, and protecting endangered 

flora and fauna (Hill, 2015).    

Priority topics for future research include the market for fine aromatic, and organic 

cocoa. While these segments constitutes have attracted fastest growing interest in the global 

cocoa market, much less information is available about the future prospects for these types of 

cocoa. Additional topics include: 1) synthesizing existing research on the incidence of 

Cadmium and other metals in Peruvian soils, 2) cataloging local cocoa varieties identified by 

individual farmers´ groups around the country but yet to be consolidated, 3) a more detailed 

analysis of start-up cooperatives, their problems and prospects, and 4) the costs and benefits 

to certification of cocoa for small growers in Peru.    
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