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Key objectives & scope

Introduction

Key objectives:

» To estimate the detailed distribution of value, costs, tax & net margins from cocoa farmers to consumers in Germany,

* Based on these, to investigate the drivers which influence value & costs distribution

Scope:

B German retail consumer market (chocolate & confectionery)

Chocolate tablets CO”fECf/QHE’W
plain dark, plain milk, with hazelnuts + E COU””’”?S
|| conventional & certified (organic, UTZ/Rainforest & Fair (case studies)
Trade)
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BASIC / German chocolate value chains

> 50% of German
chocolate
retail market

> 80% of German
and EU cocoa
beans imports



Research process & sources of information

1stround of

. . . . . Validation
Discussions interviews in Data research 2" round

Improvement
of the model : of modelling,
& analysis .o writing
Interviews

of drivers of results

3 round

of existing Germany and o}
model + literature modelling interviews
review

1) Main sources of data used to build the model
S
)
-8 * IRl (supermarkets' sales per barcode) * BakBasel & Habona Invest GmbH
N Retail -@ * Companies’ accounts (Orbis) * French observatory on Prices & Margins
O |
= -

Finished prod uct E * Companies’ accounts (Orbis) * EU Prodcom (industry stats)

manufacturing D * Kantar * UN Comtrade (customs)

Cocoa & chocolate * Companies’ accounts (Orbis) * UN Comtrade (customs)

. ﬂ * EU Prodcom (industry stats) * Caobisco
processing * Commodities Risk Analysis * Icco
: ===
Collection — * UN Comtrade (customs) + CCC (bareme) & Cocobod
* Companies’ accounts (Orbis) * Ecuadorian authorities (Magap) & Anecacao
transport :
& B= * ICCO & Liffe e Nigerian Export Promotion Council
Cocoa - ¢ CCC (bareme) & Cocobod * USDA, World Bank, BCEAO 3
Lﬁ * Ecuadorian ministry (Magap) & Anecacao  * KIT & CIRAD

cultivation * Nigerian Export Promotion Council * VCA4D & GIZ




Methodology

Research process & methodology

Key components of the tool developed:

* Modelling the final product market structure (62 chocolate tablets: plain dark, plain milk & hazelnuts / national brands &
private labels / retailers & discounters / low, mid and premium ranges / conventional & certified)

* Modelling the business logic of all types of actors in the chain

* Modelling the value chains that link actors with final products

Sales in 2020 of Dark,Milk chocolate tablets sold in Germany: 629 837 063,66 € (62 products)
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Highlight of main results: aggregated chocolate tablets sold in German retail

Weighted average consumer price : 8.61 €/kg
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Margin 0,29 €/kg
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— Taxes 0,07 €/kg
.E .
© HHH
Finished product manufacturer 2,25 €/kg : 26.09%
= P /kg Costs 1,89 €/kg
Hazelnut 0,48 €/kg : 5.61% Costs 0,48 €/kg
Taxes 0,02 €/kg Margin 0,08 €/kg
Costs 0,37 €/kg

Cocoa processing 0,47 €/kg : 5.48%
Sugar 0,17 €/kg : 1.96%

S 4 Milk 0,32 €/kg : 3.72%

Costs 0,17 €/kg

Costs 0,32 €/kg

il

Total market value of modelled products: 630 Mn €




Final results

Two main segments drive the German chocolate tablet market

National Brand 9.67 €/kg

Margin 0,39 €/kg

Taxes 0,1 €/kg

Costs 2,71 €/kg
Costs 0,42 €/kg
Taxes 0,02 €/kg S

Costs 0,36 €/kg
Costs 0,17 €/kg

Costs 0,34 €/kg

Private Label 6.67 €/kg

Taxes 0,02 €/kg argin 0, ]

Costs 0,39 €/kg

Costs 0,61 €/kg
Taxes 0,02 €/kg S
Costs 0,39 €/kg

Costs 0,17 €/kg o
Costs 0,28 €/

458 Mn € (72% of modelled market)

172 Mn € (28% of modelled market)



Main results

Premium range 15.51 €/kg
Consumer prices relate more to marketing than cocoa cultivation (1/2)
National Brands

The marketing, which translates into the segmentation between 3 separate
product ranges, induces very different prices to consumers, whereas most
costs of cocoa cultivation & processing change little

Margin 0,98 €/kg

Mid range 8.14 €/kg

Taxes 0,25 €/kg

Low range 5.70 €/kg
- Taxes036€/kg

Costs 5,07 €/kg

Taxes 0,06 €/kg arg IniL; g

Costs 2,1 €/kg

Taxes 0,03 €/kg S J ;
Costs 0,29
osts €/kg Margin 0,09 €/kg

Costs 0,9 €/kg / Taxes 0,02 €/kg Costs 043 €k
Costs 0,46 €/kg osts 0, g
osts 0.21 £/kg : Margin 0,07 €/k Costs 0,15 €/kg
’ ), q . a
Rl iR B SR
Costs 0,18 €/kg

285 Mn € 162 Mn €

11 Mn €



Consumer prices relate more to marketing than cocoa farming (2/2)
Private Label products of retailers and discounters

Premium range 10.43 €/kg

Low range 6.03 €/kg

Main results

Taxes 0,03 €/kg argin U, g

Costs 0,45 €/kg
o808 Ekg Margin 0,12 €/kg
Taxes 0,02 €/kg rgin U,
Costs 0,37 €/kg Costs 0,56 €/kg
Costs 0,15 €/kg
Costs 0,7 €/kg Costs 0,1 €/k
Taxes 0,02 €/kg Margin 0,08 €/kg
Costs 0,36 €/kg

Costs 0,17 €/kg
. Costs 0,31 €/kg

133 Mn € 39 Mn €




Consumer prices are disconnected from production costs (National Brands)

The end consumer prices are a result of the competition between retailers & discounters which have
streamlined a “line approach” policy to all the brands than supply them, regardless of the costs of production.

Milk plain 8.35 €/kg

_\ Milk W/ hazelnuts 7.86 €/kg
e

Dark plain 8.12 €/kg

Margin 0,49 €/kg

Margin 0,45 €/kg

Main results

Taxes 0,11 €/kg Taxes 0,12 €/kg
Costs 2,17 €/kg

Costs 2,02 €/kg Costs 2,07 €/kg

e / o

Margin 0,08 €/kg Taxes 0,02 €/kg Taxes 0,02 €/kg
Costs 0,37 €/kg Costs 0,37 €/kg
Costs 0,2 €/kg Costs 0,19 €/kg Taxes 0,02 €/kg Soa sl
laxes 0. 12¢/) Costs 0,48 €/kg Costs 0,15 €/kg Conzp RIS
Costs 0,38 €/kg

31 Mn €

102 Mn €




Final results

Focus on producing countries

The functioning of the chain enables to achieve low fluctuations of prices to consumers (0.3% to 3% annually until 2020)
whereas cocoa farmers are suffering from the low level and high volatility of cocoa prices (6% to 40% annually), even in

countries where the sector is regulated.
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Main results

Most widespread labels make very little difference in the global distribution of value & costs

FT & Organic 18.11 €/kg
. : 0
Most widespread sustainable labels (41.5% of the modelled market) Organic 17.15 €/kg

do not change the value distribution and seem to be considered as
“licences to operate”.

Organic (alone and in combination with fair trade) relates to different
value & costs distribution, but remains a very small niche (2.7% of the
modelled market).

UTZ/RFA 9.80 €/kg Fair Trade 10.01 €/kg i 125 €

No Label 9.49 €/kg o rssens
axes 0, g
Taxes 0,36 €/kg
Costs 4,8 €/kg
Costs 4,29 €/kg
Margin 0,32 €/k Margin 0,59 €/kg  Margin 0,64 €/kg
Taxes 0,08 €/kg = . Taxes 0,15 €/kg Taxes 0,16 €/kg
Costs 0,15 €/kg 5
Costs 0,32 Taxes 0,03 Margin 0,13 €/kg
Costs 2,74 €/kg Costs 247 €kg  Costs 2,48 €/kg — e:g:g Margin 0,12 €/kg b Costs 0,64 €/kg
Costs 0,6 €/kg
Costs 0,51
Costs 0,42 €/kg e Cost5034€}lng
Costs 0,27 €/kg Y Taxes 0,02 €/kg Margin 0,1 €/kg c°5t5029€fk9
Costs 0,46 €/kg Taxes 0,02 €/kg c W"(‘).S'Nf:g Costs 0,45 €/kg

70:12:229 :ergfa'%gieﬁg Costs 0,16 €/kg ——— Costs 0,33 €/kg
e % o _ _

353 Mn € 90 Mn € 4.4 Mn € 4.3 Mn € 7 Mn €



Final results

Comparison Germany Vs France - Market structure modelled

Total German market modelled — 630 Mn € (2020)
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Dark plain Premium No label, National brand Retailer

Milk plain Mid range No label,
National brand Discounter

.rlain Mid range UTZ/RFA, National brand
iler

Mil
Reta
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Final results

Comparison Germany vs France - Dark plain tablets

Different market structures influence
consumer price

e.g. dark plain chocolate prevail in France
vs minority product in Germany

Common factors which are the most
influential on the distribution of value,
costs & margins:

o National Brands vs Private Label

o Product ranges (low/mid/premium
- basic/cooking/premium)

Differentiating factors between the two
countries

o line approach (Germany) vs
best seller approach (France)

o high VAT on milk chocolate in
France

Germany 10.24 €/kg

France 9.32 €/kg (2020)

(2018)

Margin - 0.88EUR/kg Margin 0,42 £/kg : 4.11%
Taxes 0,11 €/kg - 1.03%

Taxes - 0.21EUR/kg

Costs 2,36 €/kg : 23.08%
Costs - 2.36EUR/kg

Margin 0,09 £/kg : 0.92%
Costs 0,44 €/kg : 4.33%

Taxes 0,02 €£/kg : 0.23%

Costs - 0.42EUR/kg




Conclusion

Conclusion

Promote and strengthen farmers’ organizations and help develop their capacity (differentiation of cocoa varieties,
improvement of quality, access to credit, capacity to invest, etc.) is necessary but not sufficient. ..

To change the current situation, one step forward could be to promote the development of multi-partite agreements
between farmers’ organizations, industry players (cocoa processors, chocolate manufacturers and brands) and retailers
whose objective is to build value chains that enable all actors to make a decent living.

In order to enable such agreements, there is a need to enhance transparency through a permanent ‘observatory’ tool
at European level on the distribution of value, costs & margins along cocoa/chocolate chains...

...and link it to the living income/wage tools developed by GIZ...

...in order to facilitate multi-stakeholder discussions based on objectified and cross-checked data at the national & global
levels between public authorities (North & South), private actors, consumer associations & civil society organizations.
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THANKS FOR YOURATTENTION

BASIC
38, rue Saint Sabin - 75011 PARIS Christophe ALLIOT - christophe@lebasic.com
+33(0)143 147584 Marion FEIGE-MULLER - marion@lebasic.com

Maylis LABUSQUIERE - maylis@lebasic.com
www.lebasic.com

contact@lebasic.com
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