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Nestlé and the future of cocoa

Jorge Fernandez

In early 2025, chocolate was still selling. Across Europe and North America, consumers complained
about higher prices, but they kept buying. Despite a historic surge in cocoa costs, the world’s
largest food companies passed price increases through with limited volume destruction. Nestlé,
the category leader, raised prices on several chocolate products in the US and Europe, citing
unprecedented input cost inflation, particularly cocoa?.

From a distance, the system appeared resilient, but behind the scenes, industry insiders were
concerned. Between January 2023 and December 2024, cocoa prices rose exponentially and
reached a record US$13k per tonne at their peak?. Extreme heat, erratic rainfall, and disease
sharply reduced harvests in Céte d’lvoire and Ghana, which together supply more than 60% of
the world’s cocoa®. Global cocoa stocks fell to their lowest level in more than a decade.

The shock proved temporary: as early signs of a better 2025/26 harvest emerged, West African
regulators released updated production figures, and speculative positions in cocoa futures
began to unwind, prices eased back to roughly USS4k per tonne by January 2026 However,
climate data showed that more than 70% of cocoa-growing regions experienced an additional
six weeks per year of temperatures-above 32°C, conditions under which cocoa trees struggle to
produce viable pods®. Agronomists warned that, without structural change, up to one-third of
cocoa trees could become unproductive by mid century®.

For Nestlé, the numbers mattered, but not in the way markets usually expect. Cocoa represented
only a small fraction of group revenue (USS1.4bn in annual purchases at January 2026 prices, vs.
USS120bn in annual revenue’) (see Exhibit 1), yet it sat at the core of several global brands and an
even larger reputational footprint. Chocolate was profitable. Cocoa was increasingly fragile. While
the company could temporarily raise prices, it could not raise yields at will.

At the same time, scrutiny intensified. NGOs continued to document child labour risks and
deforestation linked to cocoa farming, particularly in Cbéte d’lvoire and Ghana, even as
companies expanded certification and monitoring programmes. European regulators moved
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from voluntary commitments towards binding due diligence and deforestation rules that would
require traceability to the farm level, not just assurances at the origin level.

Nestlé had spent more than a decade investing in its cocoa supply chain. By 2024, nearly 89% of
its cocoa was sourced through the Nestlé Cocoa Plan, covering close to 187,000 farming families
across 11 countries®. The company had scaled farmer training, distributed more than 1.7 million
trees, and implemented child labour monitoring systems covering over 30,000 households®.

Yet, none of these efforts insulated Nestlé from the immediate shock. Coca prices remained
extremely volatile due to harvest failures, and regulators continued pushing the bar higher.
Could Nestlé continue to rely on a crop whose economic, social, and environmental foundations
were eroding faster than price increases could compensate?

Cocoa at Nestlé: Small input, large exposure

Within Nestlé’s global portfolio, cocoa represented a modest share of total raw material
spending relative to dairy, coffee, or grains'?, yet it sat at the heart of some of the company’s
most recognisable and profitable brands. Chocolate no longer drove Nestlé’s growth narrative,
but it contributed to stable cash flows, strong brand equity, and deep retail relationships,
particularly in Europe and North America.

That stability masked a growing concentration of risk. Nestlé sourced cocoa primarily from West
Africa, with Céte d’lvoire and Ghana accounting for most of its volume. While Nestlé was deeply
committed to sustainable cocoa sourcing through the Nestlé Cocoa Plan, a programme centred
on farmer training, traceability, and social-risk- monitoring, the company was exposed to a small
number of fragile and controversial producing regions.

Cocoa farming in West Africa remained dominated by smallholders cultivating plots typically
between two and five hectares. Household incomes were highly volatile and frequently below
the estimated living income benchmarks, even in years of high global prices. Structural
constraints, such as limited-access to fertilisers, ageing trees, disease pressure, and weak rural
infrastructure, restricted productivity gains. As Nestlé acknowledged in early 2025, price
increases at the global level did not translate predictably into sustained improvements in farm-
level livelihoods?®.

The production economics of cocoa amplified this fragility. New plantings required two to four
years before reaching meaningful yields, limiting the system’s ability to respond to price signals.
Short-term price spikes, such as those observed in 2023—-2025, did little to expand supply in the
near term. Instead, volatility fed uncertainty, encouraged short-term coping strategies at the
farm level and increased pressure on forest land, as farmers sought to stabilise incomes through
area expansion.

From Nestlé’s perspective, this created asymmetric dependency. The company could adjust
pricing, reformulate products, and hedge exposure in financial markets; farmers could not. The
cocoa system absorbed stress by pushing it downstream to the households least able to bear it,
increasing the likelihood of outcomes—e.g. deforestation, child labour risk, supply disruption—
that would later rebound on manufacturers.

The 2023-2025 cocoa crisis made this asymmetry visible. As cocoa prices surged to historic highs,
Nestlé raised prices on chocolate products in the United States and Europe, citing sharply higher
input costs2. Even as costs began to fall in late 2024, retail prices adjusted slowly, constrained by
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inventory cycles, long-term contracts, and earlier reformulations. Analysts noted that chocolate
prices remained elevated despite the sharp correction in cocoa futures, highlighting the limited
transmission between commodity markets and consumer prices*3.

What price mechanisms could not address was the underlying exposure. Cocoa supply was slow,
climate sensitive, and increasingly scrutinised. Nestlé’s diversification across categories insulated
group-level earnings, but it did not eliminate dependency on a crop whose production system was
becoming less predictable.

Reducing that dependency was not straightforward. Chocolate brands were deeply implanted
in regional portfolios, with long product lifecycles and fixed consumer expectations. Exiting or
materially downsizing cocoa-based categories would have required structural changes to
Nestlé’s portfolio and retail relationships that went far beyond sourcing decisions.

Cocoa, while not essential to Nestlé’s survival, was certainly strategic. Disruptions in cocoa did
not threaten the company’s scale, yet they hindered its ability to operate smoothly, compliantly,
and credibly in some of its most visible categories.

A change in the system

At the level of consumer demand, little appeared to be changing. Chocolate consumption in
Europe and North America softened slightly in 2024-and 2025, but declines were modest relative
to the scale of price increases. Analysts noted that, even as cocoa prices fell sharply in late 2024,
retail chocolate prices remained elevated, with consumers adjusting, rather than exiting the
category!*. Chocolate continued to behave as-an indulgence product with low short-term
elasticity. Brand familiarity and habitual purchasing still mattered, and Nestlé benefited from the
substantial brand equity of its portfolio.

However, at the regulatory level, things became complicated. The EU Deforestation Regulation,
formally adopted in 2023 and entering into force in stages, explicitly included cocoa among the
commodities subject to mandatory due diligence'®. Companies placing cocoa products on the
EU market would be required to demonstrate that production was not linked to deforestation
after December 2020, supported by geolocation data and risk assessments at the farm level.
Aggregate sourcing claims or certifications at the cooperative level were no longer sufficient.

Large European retail groups began requesting more detailed documentation on cocoa sourcing
as part of routine supplier audits. These requests were often framed as compliance checks,
rather than as strategic initiatives, but they carried commercial weight. Access to private-label
programmes, promotional support, or preferred shelf positioning increasingly depended on the
ability to provide verifiable information on origin, land use, and social risk management.

Civil society organisations reinforced this pressure. Reports on cocoa production in West Africa
continued to document persistent risks of child labour and deforestation, even as corporate
programmes expanded. Satellite monitoring and field investigations made it easier to link
production outcomes to specific regions, and assessments tended to focus on system-wide
conditions rather than individual company initiatives. Progress in one supply basin did not offset
continued problems elsewhere.

Getting cocoa sourcing right was critical for Nestlé. Failure to meet the new regulations and
market expectations could significantly constrain the firm’s market access.
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