
Melissa Schweisguth, ARE 100B, S2013 
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I. Introduction 

As consumers snack on a Hershey bar or M&M's, they're probably not musing over how market 

powers meet in the making of their favorite treat. Yet, oligopolies exist across the value chain 

from cacao production and purchasing to processing and manufacturing, seeking to sway the 

market individually and collectively. They ultimately counterbalance each other, tempering the 

effects of one level of the value chain over another. The following paper unwraps this issue by 

exploring oligopolies in the mainstream cocoa and chocolate industry1 since the early 2000's. The 

discussion begins with an overview of the supply chain and proceeds to an analysis of 

oligopolists at each level, characterizing the magnitude and locus of their power, and individual 

and joint actions seeking to increase influence. It concludes with a review of supply, demand and 

prices to show how each level counters the other, yielding competitive market outcomes. 

 

II. Supply Chain Overview: From Bean to Bar 

A brief explanation of how cacao is transformed into chocolate is useful to ground the discussion. 

This is drawn from the World Cocoa Foundation (WCF, 2013a). Cacao is a tropical tree crop 

primarily grown by smallholders. Beans are sometimes fermented, and always dried, before being 

exported or processed into semi-finished goods. Growers sell their crop through farmer 

organizations (e.g., cooperatives, associations), contracts with processors or chocolate makers, or 

through intermediaries. Beans are processed into semi-finished goods in origin and consuming 

countries, which involves roasting, removing the shell, breaking the beans and grinding them into 

chocolate liquor (coarse unsweetened chocolate). Liquor may be separated into cocoa butter and 

powder, or refined further and made into industrial chocolate with the addition of sugar, milk and 

other ingredients. Chocolate manufacturers use this to create bars, confections and other treats. 
                                                
1 I.e., It excludes the specialty sector, with differentiated varietals that sell for price premiums. 
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Enterprises may engage in multiple processes. For example, ADM and Cargill purchase, export 

and process cacao beans, while Mondelēz (Kraft2) makes some industrial chocolate from cacao 

beans and purchases some from processors (UNCTAD, 2008). Processes may be split across 

firms, as with brands that make some finished goods and contract others out. Cacao is primarily 

traded through two futures markets: NYSE Liffe and the London Terminal Market (WCF, 2012). 

 

III. Oligopolies 

 

A. Cacao Production: Côte d' Ivoire and Ghana 

Our exploration starts where chocolate 

begins—in Côte d' Ivoire (CDI) and Ghana, 

the world's top two producers. The chart on 

the top right shows production for these 

countries and Indonesia, the world's third 

producer, from 1999-2011 (data from FAO, 2013; WCF, 2012). CDI has led since overtaking 

Ghana in 1978 (Oxfam, 2009). It produced 38% of world output in 2003 (Oxfam, 2009) and 38% 

in 2011 (WCF, 2012). Ghana has held a strong 

second since 1978, providing 20% of global 

production in 2003 (Oxfam, 2009) and 23% in 

2011 (WCF, 2012)3. As the chart on the lower 

right indicates, both have increased supply 

over the past decade, showing the fastest 

growth (first two green bars to the right of the vertical line) (ICCO, 2012). For the most part, they 

have acted as independent competitors. However, in recent years, they have become jointly 

involved in industry efforts such as the WCF's African Cocoa Initiative, which focuses on public-
                                                
2 Kraft changed its name to Mondelēz in October 2012. It will be referred to as Kraft when citing historical 
data naming it as such. http://www.kraftfoodscompany.com/eu/en/about/mondelezinternational.aspx 
3 The same WCF data indicate Indonesia has held a steady 13.6% across this time. 
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private investments, and improved farm management, tree stock, fertilizer provision, extension 

and farmer training (WCF, 2013b). 

 

For most of the past decade, the countries seem to have maintained their power through different 

means. CDI's cacao sector was liberalized from 1995-1999, including the dismantling of a 

marketing board that was a monopsonist buyer and monopoly seller (UNCTAD, 2012). 

Therefore, from the late 1990's to 2012, its dominance presumably stemmed from its sheer girth. 

In 2012, as part of cacao sector reform, the government instated a new marketing board, Le 

Conseil du Café-Cacao (CCC), reclaiming market control. CCC oversees exports and purchasing, 

specifies minimum producer prices4 and enforces their provision by intermediaries (Agritrade, 

2012). CDI acts as a Cournot oligopolist, considering rivals' potential sales quantities and offering 

its chosen amount through daily auctions, including forward sales per expected harvest at the 

beginning of each season (Agritrade, 2012). However, given that buyers have market power, 

prices result from negotiations. Market data indicate how world cocoa prices move with CDI's 

supply. During a civil war in 2011 that led to an export ban, world prices rose 15% (Anderson, 

2011). In 2012, world prices rose after the government pre-sold most of the crop, leaving buyers 

concerned that farmers would withhold their pre-sold cacao to tap higher spot prices, thus driving 

futures prices up 8% to a 10-month high (Terazono, 2012). Producer welfare seems to have 

improved under monopsony, as 2012 producer prices were 10% above the 2011 level (Rai, 2013). 

  

In contrast with CDI, Ghana seems to have maintained its position via its marketing board, 

Cocobod, which it retained across structural adjustment. Cocobod controls exports and purchases, 

setting minimum producer prices and authorizing a limited number of buying agents (UNCTAD, 

2012). It also has established high quality standards that it enforces, verifies and promotes (Ghana 

                                                
4 It may seem incongruous for a monopsonist to guarantee minimum prices. However, cocoa represents a 
significant portion of export taxes for both CDI and Ghana, so it behooves them to ensure producers 
receive prices that will motivate them to keep growing cacao (ICCO, 2012). 
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Cocoa Board, 2013), exerting more oversight on production than CDI. These standards are said to 

help Ghana negotiate for above-market prices, which were 1.5 times the price of CDI's cacao in 

mid-2012, as a case in point (Agritrade, 2012). This, along with Ghana's minimum producer 

prices, seems to have benefitted famers. The chart 

on the right shows producer prices as a percent of 

world prices (yellow bar) from 2002-2011 (ICCO, 

2012). Ghana, the green line, lies above CDI, the 

red line, for all but one year. Like CDI, it acts as a 

Cournot competitor by determining what quantity 

to offer, but negotiates prices with oligopolies on 

the demand side, which we will turn to now.  

 

B. Processing, Purchasing and Exporting: ADM, Barry Callebaut and Cargill 

Oligopolists in purchasing, exporting and processing5 jointly hold less market share than producer 

oligopolists. However, over time, consolidation has increased, power balance has shifted and 

processors have vertically integrated purchasing and 

exporting. In 1995, ADM held 16% of the grinding 

market, and Cargill and Barry Callebaut (Callebaut) 

each had 10%, totaling 36% jointly (Duke University, 

2013). In 2008, ADM, Cargill and Callebaut 

controlled 14%, 14% and 13% of grindings 

respectively, and 41% together (UNCTAD, 2008). 

Consolidation and power shifts continue, most recently 

with Callebaut's 2012 acquisition of Petra Foods. As of 2012, as shown in the above chart, 

Callebaut tops the market, followed by Cargill and ADM—a complete change from 2008 (Barry 

                                                
5 Processing will be used as shorthand for bean purchasing, processing and exporting from here on. 
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Callebaut, 2012). In industrial chocolate, Callebaut held 40% in 2008, followed by Cargill, 

Blommer and ADM with 18%, 10% and 8% respectively (UNCTAD, 2008). The chart on the 

right indicates the same order in 2012 (George, 2012).  

 

These firms compete in the market but collaborate on pre-

competetive supply development initiatives via the World 

Cocoa Foundation, the industry's trade association (WCF, 

2013c), and the creation of the Utz Certified sustainability 

standard (Utz Certified, 2013). These efforts seek to ensure 

affordable long-term supply, address child labor, and make 

farming financially appealing to future generations. 

 

As noted, these firms gained and strengthened their power via acquisitions leading to horizontal 

consolidation, and extension in purchasing and exporting resulting in vertical integration. 

UNCTAD (2012) has reported on these activities, which are summarized in the following two 

paragraphs. ADM rose by purchasing processors in consuming countries, beginning with Grace 

Cocoa in 1997 and ED&F Man in 1998. It extended its reach into purchasing and exports by 

buying a bean conditioning and storage facility in CDI in 2001, expanding its operations in Brazil 

in 2005 and opening a plant in Ghana in 2007. Similarly, Cargill bought Peters Chocolate in the 

U.S. in 2002 (after acquiring Wilbur in 1992), and several Nestlé plants in the UK and Europe in 

2004. It has been purchasing beans in CDI since it liberalized its cacao sector in the 1990's, 

bought a processing plant there in 2000, and held two conditioning facilities and two buying 

stations as of 2008. It also built a processing plant in Ghana in 2006. 

 

Contrasting its competitors, Callebaut initiated chocolate making and origin involvement earlier. 

It has grown by acquiring processing operations, including Nestlé facilities in Italy and France, 
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and Food Processing International in the U.S., in 2007. Additionally, it entered into supply 

contracts with Cadbury, Hershey and Nestlé in 2007, wherein manufacturers agreed to buy 

significant amounts of industrial chocolate and outsource some finished goods. Hershey also 

agreed to lease part of two facilities to Callebaut, representing vertical collaboration. Callebaut 

has been processing in CDI since 1961, bought state-owned processors when sector was 

liberalized in the 1990's and had four factories there by 2008. It also purchased Van Houten 

Africa in 2001 and opened a plant in Ghana in 2007, which it has expanded. According to the 

Wall Street Journal, Callebaut is seeking to grow direct purchasing from farmers (Wexler and 

Josephs, 2013). As CEO, Juergen Steinemann, explained, "I'm a firm believer in owning the 

supply chain." It appears leading processors concur, given their vertical consolidation, making 

one wonder how the power balance between processors and producers will change. Of course, 

this will be shaped by the manufacturing oligopoly, the last stage of the analysis.  

 

C. Manufacturing: Mars, Mondelēz (Kraft) and Nestlé 

Manufacturers purchase beans from producers, and industrial chocolate from processors, making 

them direct and indirect cacao bean buyers. Like processors, manufacturers have assumed power 

via horizontal buyouts, though expansion into emerging international markets seems to have 

become the main driver in recent years. Additionally, their collective hold has decreased and 

they've become less vertically integrated by outsourcing 

some production to processors. In 2008, Nestlé and Ferrero 

topped the market, controlling 13% each, followed by 

Mars, Kraft and Cadbury with 12%, 10% and 9% 

respectively (UNCTAD, 2008). This represents a 57% 

hold across five firms and 35% for the top three. In 2011, 

after Kraft acquired Cadbury, the balance shifted, as 

shown in the chart on the right (George, 2012). Kraft led at 11%, followed by Mars, Nestlé and 
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Ferrero at 9%, 7% and 5% respectively—a complete reversal from 2008. Hershey was fifth with a 

3% share. Thus, the top five brands controlled only 35% by 2011, while the top three had only 

27%. Compared with processors, it seems the power balance across processing and 

manufacturing oligopolies has tilted to processors. 

 

As noted, manufacturing oligopolists have generally captured their positions through buyouts and 

global expansion, much of this before 2000. As such, milestones prior to 2000 will be noted here. 

U.S.-based Mondelēz's corporate timeline indicates strong activity in both arenas (Mondelēz, 

2013b). It acquired European chocolate maker Jacobs Suchard in 1990 (adding Argentina as a 

market), followed by several Eastern European confectionery brands in 1993-1994, and the 

Brazilian Lacta chocolate company in 1996. It bought Stollwerck AG's Russian and Polish 

confectionery companies in 2002, while its takeover of Cadbury in 2010 significantly grew 

market share and its position in emerging markets like India. In 2005, it began operating in 

Croatia and Slovenia, giving it global operations in 70 countries. Its brands are Alpen Gold, 

Baker's6, Cadbury, Cote d' Or, Figaros, Green & Black's, Milka, Terry's and Toblerone. 

 

Mars' corporate history (Mars, 2013) indicates its growth emerged primarily from brand building 

and product innovation rather than acquisitions, and an early global start. The company's core 

candy bars, Milky Way, Snickers, and 3 Musketeers, hit the market by 1932 and M&M's 

followed in 1941. It acquired Dove Chocolate in 1986 and Seeds of Change in 1997. Creative, 

high-profile marketing seems to have fueled much of its growth, including promoting its status as 

the first chocolate taken on a space flight in 1981, sponsoring the 1984 and 1992 Olympics and 

1990 and 1994 World Cup, and turning the lights on the Empire State Building blue for the 

launch of blue M&M's in 1995. The company also has grown through consistent innovation, 

introducing the mass market to products such as candy covered chocolate (M&M's), ice cream 

                                                
6 Fun fact: The first company to make a chocolate bar in the U.S.  
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candy bars (3 Musketeers), high-antioxidant chocolate (patented Cocoapro cocoa), and salty-

sweet chocolate (pretzel M&M's). Its global expansion began in 1932 when Forrest Mars, the 

founder's son established his own company in the U.K. Mars began marketing the Mars bar in 

Australia in 1954, entered the former Soviet Republics in 1991, built its a factory in China in 

1993 and has continued to expand its global footprint. 

 

Nestlé', based in Switzerland and the world's largest food company, has a history with fewer, and 

earlier, acquisitions in chocolate, and early global expansion (Nestlé, 2013). In 1929, it entered 

the chocolate industry by buying Peter7, Cailler and Kohler Chocolats Suisses. In 1988, it 

acquired Rowntree, obtaining the Kit Kat brand. Its brands are Aero, Butterfinger, Cailler, 

Crunch, Kit Kat, Orion, Smarties and Wonka. Globally, by 1999, Nestlé had 522 factories in 81 

countries (Craig and Douglas, 1999). This may explain its recent loss of market leadership, as 

peers who began to focus on global expansion later shifted to steeper growth trajectories. 

 

Like processors, major manufacturers have cooperated in various ways. On the darker side, this 

includes price fixing in multiple countries. Germany levied an $82 MM fine on eleven chocolate 

companies for cartel activity leading to price increases in 2007, and a pending U.S. lawsuit 

centers on price fixing from 2002-2008 (Nieburg, 2013a). Canada also charged Mars, Nestlé and 

Hershey for price fixing occurring in 2007 (Nieburg, 2013b). However, much of their 

collaboration seems to have a more beneficial orientation. Like processors, manufacturers support 

farmer development through the World Cocoa Foundation (WCF, 2013c), and the creation of the 

Utz Certified Cocoa Standard (Utz Certified, 2013). Manufacturers also have committed to source 

certified "sustainable" cacao, and have enlisted processors to meet these goals, given processors' 

direct engagement with producers (Tropical Commodity Coalition, 2012). Such cross value chain 

collaboration represents a growing power imbalance between producers and buyers, in terms of 

                                                
7 Fun fact: First company to make a successfully commercialized milk chocolate bar. 



 9 

influencing cacao production. More recently, manufacturers have partnered with producing 

countries in more balanced relationships. Mars and Mondelēz have signed Memoranda of 

Understanding with the CDI government to implement programs to boost yields via improved 

varietals, inputs and farm management (Sustainable Cocoa Initiative, 2013; Mondelēz, 2013). 

 

D. Summary 

To summarize the oligopolies from production to manufacturing, there are two dominant cacao 

producers that show strong, sustained growth. Three processors control buying through industrial 

chocolate production, while three manufacturers hold a relatively smaller share of the branded 

product market. Manufacturers have increasingly outsourced chocolate making and finished 

goods to processors, shifting power to the latter. Processors and manufacturers also are partnering 

on farmer development and certification, creating a power imbalance against producers, though 

manufacturers and producer governments have begun collaborating here as well. 

 

IV.  Market Analysis and Conclusion: Conterbalancing Oligopolies…for now 

Market data indicate how prices 

emerge when oligopolies meet in the 

market. The chart on the right 

illustrates cacao production (blue) and 

grinding (red), which represents beans 

processed for manufacturing, from 

2002-2012 (ICCO, 2012). As the 

chart indicates, supply and demand have increased over the last decade. However, demand has 

been linear while production has fluctuated (expected for a rainfed crop). Demand has exceeded 

supply for half this period, in 2004, 2006, 207, 2009 and 2011 (causing processors to use stocks), 

while supply has exceeded demand the rest of the time (enabling stock build up).  
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Moving to financials, the chart on the right 

(ICCO, 2012) shows nominal prices in red, 

plotted against the surplus (white) and deficit 

(black) shown in the above chart. Prices 

move as one would expect in a competitive 

market, rising when demand exceeds supply, 

and falling when supply lies above demand. 

As such, it appear that oligopolies across the 

supply chain have balanced each other out to 

date. If oligopolies in cacao production had 

more relative power than processors and manufacturers, we would expect lower price decreases 

during surpluses. Likewise, if processors and/or manufacturers held disproportionate power, we 

would expect lower price increases during deficits. Only time will tell how the market will evolve 

with growing power at the processing level, and the increasing collaboration among processors 

and manufacturers. 
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