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Executive Summary
Switzerland is one of the biggest consumers and producers of chocolate in the world
(Chocosuisse, 2019). The country built its reputation for chocolate in the nineteenth
century thanks to Daniel Peter, a Swiss chocolate producer that incorporated milk for the
first time, thus creating milk chocolate (Squicciarini, 2016). Throughout the years, several
brands such as Nestlé SA, Lindt & Sprüngli AG, Mondelez International Inc., Mars Inc,
Hershey, and Ferrero have risen to dominate the industry representing 60% of the 140billion-dollar chocolate industry (Wunsch, 2019). Using industrialized production
methods, these companies participate in the mass-market which represents 90 to 95
percent of consumed chocolate products. Industrial production methods are considered
as resulting in low-end quality goods because manufacturers value cost-saving over
quality, thus uniformizing taste (Squicciarini, 2016).
The remaining 5% of the market represents a niche segment that includes many smallscale chocolate manufacturers. Their methods involve direct trade with farmers of fine
cacao to ensure quality in taste and ethical production. The production process used by
small-scale manufacturers is called bean-to-bar. It aims to increase consumers’
knowledge about the product and expand their taste for qualitative chocolate while
offering expertise and guarantee of transparency throughout the supply chain.
The main issue raised in this study is that consumers have limited awareness of the vast
array of tastes that chocolate can have. In addition, data concerning consumer
preferences remain scarce. Therefore, this research paper aims to analyze the Swiss
chocolate market theoretically and empirically to determine the drivers that push
consumers to purchase chocolate, and supplies actionable recommendations and risk
analysis – based on the results of the theoretical and empirical studies – that artisanal
manufacturers can use to develop themselves in the chocolate niche market.
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1. Introduction
Chocolate is a popular and highly industrialized good that can be found in a multitude of
forms shapes and colors. More than 90% of the population consumes chocolate
regularly. However, the industry is dominated by a handful of multinationals that produce
industrially, thus accounting for 90-95 percent of the entire chocolate market (CBI, 2020).
Switzerland has a strong position and reputation in the global industry, accounting for
72.5% of exports in the total production of Swiss chocolate (Chocosuisse, 2019) and
maintaining an important position in the cacao and chocolate value chain.
In the past few years, a new chocolate movement has emerged within a niche market.
The bean-to-bar production methods have been established in the artisanal chocolate
industry aiming to change consumer’s preferences for chocolate by offering flavorful
products ethically produced and traceable from the cacao farmer to the final product
(Bernardini, 2015). Because of the novelty of this production method, information
remains relatively scarce, and data on consumer preferences do not exist for the smallscale chocolate manufacturers to benefit from.
This Bachelor thesis will explore the chocolate industry both broadly and with a more
detailed view. The goal of this research is to present the drivers of consumers’ behavior
for purchasing chocolate-based products. Furthermore, it will examine how small-scale
chocolate producers, more precisely bean-to-bar manufacturers, should manage their
production and branding to develop themselves in the market. This study will provide the
necessary consumer preference data and professional insight to recommend tools for
artisanal manufacturers to grow in the chocolate market, currently overshadowed by
mass manufacturers.

1.1 History of chocolate
Chocolate consumption dates back several thousand years. The first recording of cacao
consumption goes back to 1000 BCE with the first civilization of the Americas named the
Olmec. However, during the Maya empire, cacao consumption grew in importance
(Squicciarini, 2016). Records show that Mayas created the first cacao plantation. At that
time, cacao was used in beverages, which lasted until many centuries later. Later, cacao
was used during religious rituals where beans were offered to the gods. More recently,
the Mayas used cacao beans as a commodity in trade relations. This use of cacao
continued as late as 1840 when the beans were used in various Mexican markets
(Stephens, 1843).
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The spread of cacao in Europe took off with Christopher Columbus who brought back
the beans to Spain. Chocolate spread across the continent through trade and
globalization (Squicciarini, 2016). Chocolate is globally consumed today thanks to “The
first chocolate Boom” between 1880 and 1940 (Squicciarini, 2016). The British chocolate
manufacturer J.S Fry and Sons Ltd molded the first chocolate bar with sugar and cacao
butter in 1847. Daniel Peter – a Swiss chocolatier – added milk powder to create milk
chocolate in 1876; Rodolphe Lindt – founder of Lindt brand – melted chocolate for the
first time in 1879 (Chocosuisse, 2019). It was also during the nineteenth century that
renowned brands such as Nestlé SA, Cailler SA, and Lindt were established.
During the twentieth century, the Swiss chocolate reputation was established
internationally (Squicciarini, 2016) with the development of the previously mentioned
companies from small-scale chocolate manufacturers to multinationals. The small
country of Switzerland achieved its success thanks to the high quality of its products.
Over the years, rapid industrial growth has served mass consumption, whereas artisanal
products are more frequently aimed at a niche market.

1.2 Today’s Chocolate Industry
First, it is relevant to point out the difference between chocolatier and chocolate
producers. They both work the same raw material but in different ways. On the one hand,
the chocolatier buys chocolate pellets from a wholesaler where he then works the
product by melting it to a certain degree to create confections such as pralines, pastries,
or molded shapes. On the other hand, the chocolate manufacturer buys the cacao bean
– from a wholesaler or directly to the farmer – to grind, roast and conch’s it in making
chocolate.
In 2019, chocolate consumption in Switzerland represented 10.4 kilograms per annum
and capita (Chocosuisse, 2019), the highest worldwide for domestic chocolate
consumption (CBI 2020). This industry is represented by six multinationals who together
make up approximately 60% of total market share, respectively: Mars (14.4%), Mondelez
International Inc. International (13.7%), Nestlé SA (10.2%), Ferrero (9.5%), Hershey
(7.2%) and Chocoladefabriken Lindt & Sprüngli AG (5.1%) (Wunsch, 2019).
Most of the cacao bought by these industry leaders come from wholesalers such as Barry
Callebaut, Cargill, and others (CBI, 2020). This bulk cacao, named Forastero, comes
from tropical areas such as Brazil and West Africa (ICCO, 2019). However, two other
types of cacao considered as fine cacao, Criollo, and Trinitario, have recently seen rapid
growth in demand (ICCO, 2019). The International Cacao Organization explains this
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increase in demand as a result of major industrial chocolate manufacturers introducing
a premium quality product in their offerings. The emergence of chocolate artisans is
creating a new demand using the same raw material. Yet, the production of fine cacao
represents only 5% of the annual world production today (CBI, 2020).

1.2.1 The niche market of artisanal manufacturing
As mentioned above, artisanal chocolate makers lie in the shadow of the big
multinationals who govern the cacao and chocolate chain. Charles Heying (2010, p.40)
cited in his book Brew to Bikes: Portland’s Artisan Economy the following saying from
Saint Francis of Assisi: “He who works with his hands is a laborer. He who works with
his hands and his head is a craftsman. He who works with his hands and his head and
his heart is an artisan.” Heying (2010) defines the artisan economy – in the words of
Saint Francis of Assisi’s quote – as a new traditional way of crafting. Post-Fordism, in
the making and use of goods and economy, implies the work of hands, head, and heart.
Heying (2010) identifies six major characteristics of artisanal products: handmade,
authentic, designs to age (never obsolete), locally distinct, appreciated (rather than
simply consumed), and egalitarian. He also mentions that there are two categories in the
artisan economy: first the people who define artisan as a way to oppose the globalized
world of the industrials and, second, a path that gives direct access to alternative futures
to individuals and communities (Heying, 2010).
Since the beginning of the twenty-first-century artisanal chocolate manufacturers started
to build the niche market within the chocolate industry. As mentioned by Gallo (2017),
there has been, in recent years, the emergence of innovative business models, called
Sustainable Business Models (SBM). These models have a long-term goal to be socially
and environmentally sustainable. Following the new generation of SBM, the bean-to-bar
school of thought started in the chocolate industry. Indeed, bean-to-bar represents a
specific way of manufacturing chocolate in a more artisanal and transparent way where
the producers search the world's cacao plantations to find the raw cacao bean which
they will bring back, roast, grind and process into chocolate – all in one company
(Bernadini, 2015). The goal of this new way of producing is to limit the intermediary who
is often problematic in the cacao trading process. Thus, allowing their supply chain to be
fully transparent and traceable, shining the light on the cacao farmer. As mentioned by
Etelle Higonnet, a Senior Campaign Director at Mighty earth NGO (2019):
“All these problems of deforestation, slavery, or child labor comes down to one
thing: traceability. When you do not have traceability, when everything is in the
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dark, in the blur, you cannot know whose problem it is. So, everyone hides. As
soon as we know who is selling to whom, where, when, and how, then all of a
sudden there's a boom, which is perfect, we can know exactly who is responsible
for this particular child, for this case of slavery, for this deforestation. Suddenly, we
can solve the problem. Traceability is the key to everything.” (self-translated).

1.2.2 The changes in behavior towards food-goods
Until 30 years ago, industrial societies were mainly nationally based, supply-oriented,
as well as state-regulated and supported (Lowe, Phillipson, & Lee, 2008). This
organization was predominantly due to the growth of cities which increases demand
within the food industry. This led to an expansion of the food industry which had to adapt
their production methods to cope with the increasing demand of both consumers for food
and shareholders for profit (McGill,2009). Thus, putting aside health and other concerns
when sorting crops, breeding animals, or other production methods (Traill et al., 2008).
However, in modern societies, there is greater awareness of environmental and social
aspects related to the methods of food production and food provenance (Giddens, 1991).
There are several reasons for this shift in consumer behavior mentioned by Falguera et
al. (2012): the main reason is the lack of transparency within the industry, raising
consumers’ concerns about health safety. Similarly, the usage of General Modified
Organisms in recent food technologies can explain the increase in organic food
consumption (Falguera et al., 2012).
This can be related to the paradigm shift in the chocolate industry with the development
of bean-to-bar and various labels in today’s industrial societies. McGabe (2015, p. 69)
points that “there is consumer interest in fair trade chocolate, and concern over labor and
farming practices in cacao production.” However, Carla D. Martin – founder and
executive director of the Fine Cacao and Chocolate Institute (FCCI) and lecturer at
Harvard – mentions the contradictions of labels such as Fairtrade. She stipulates “that
fair trade labeling critic is that the movement does more to make wealthy consumers feel
good than to significantly counter poverty in the developing world” ( 2015, p. 52) with the
example that the label gives 3 cents more per dollar to farmers than uncertified products
(Sylla, 2014). Another flaw mentioned by Carla D. Martin (2015, p. 52) is that “certification
stifles innovation by prioritizing consensus among participating companies and
incentivizing only baseline standards adherence”. As a result, new trading methods are
developing such as Direct Trade that links farmers with buyers, removing all
intermediaries (Direct Trade, 2014). This is precisely the bean-to-bar school of thought.
Even though there is awareness and concerns about ethical and sustainable
consumption, a purchasing barrier is present when it comes to the premium prices for
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the goods responding to those criteria (Padel and Foster, 2005; Vermeir and Verbeke,
2006; Langen, 2011; Gunnert et al., 2014).

1.3 Research question and objectives
This study intends to provide (valuable) answers to the following research questions:
1. What

drivers define the

consumers’ preferences

regarding

chocolate

consumption?
2. How can small-scale chocolate manufacturers compete with current trends in the
predominant Swiss chocolate industry?
This study aims to define the values that consumers give to chocolate produced by
coming from small companies transforming the raw product of cacao using the bean-tobar methodology. In other words, characterizing the drivers in the chocolate production
and branding that consumers perceive and retain in their decision process. In turn, this
will allow existing and new chocolate manufacturers to understand the main features of
chocolate for consumers. This knowledge will enable them to strengthen their position in
the niche market for artisanal products.
The ultimate goal of the present research is to offer clear and concrete results that
artisanal manufacturers can use to develop and implement their business in the Swiss
industry. The analysis of the supply and, more importantly, demand will determine the
expectations and experience to fulfill consumers’ needs. Also, this study provides handson recommendations for small-scale chocolate manufacturers on a strategy and
marketing tools to strengthen their position in the chocolate industry niche. Three main
research objectives will be examined. The first objective seeks to understand consumers’
chocolate consumption habits including frequency, preferred variety, reasons they
purchase cacao-based products, and price elasticity for chocolate goods. The second
objective is to identify consumers' perceptions of artisanal versus industrial production
methods. The third objective is to define the type of communication consumers respond
to most with a comparison to the brand awareness consumer have. The final objective
is to identify and group potential risks in a matrix for artisanal producers to be aware of
when implementing their business in the Swiss industry.
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2. Literature review
This chapter gathers theoretical insights of the chocolate industry, allowing for macro
and micro-level analyze to be performed. The different frameworks used in this study are
necessary to break down the overall industry to the detailed corporate strategy. In turn,
this will help the small-scale chocolate producer gain further knowledge regarding the
industry in which they are found. In the next chapters, the findings from these analyses
will be compared to the empirical data to fill the gaps in the literature.

2.1 PEST of the chocolate industry
The PEST framework is used to analyze the broad macro-environment relative to the
industry (Johnson, 2017), and highlights four environmental factors: political, economic,
social, technological. This approach includes the economic market and nonmarket
components (Johnson, 2017). This analysis is relative to this research paper to assess
the external environment that chocolate manufacturers face. These factors enable
market participants to determine where opportunities can be seized. For the purpose of
this research, the legal and ecological factors have been integrated respectively in the
political and social segment as complements to the analysis.

2.1.1 Politics
This first segment of the PEST analysis emphasizes the position the government takes
within the industry. It is essential to identify the status of political factors and carry out a
political risk analysis based on published references to perform a political analysis
(Johnson, 2017). Generally speaking, the Swiss political system remains stable and
conservative (SWI, 2017). This is a favorable environment for the development of
chocolate companies on the territory.
Figure 1: Global cacao production countries

Source: ICCO, 2019
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However, the main problem in the chocolate industry is where the raw material (cacao
beans) is grown. There is a long-standing debate surrounding the origin of cacao. As a
tropical commodity, it can only be produced in developing countries close to the equator
and is mostly processed and consumed in the northern hemisphere. Figure 1 displays
that the total global production comes from developing and equatorial countries. Taking
into comparison this data from the International Cacao Organization (ICCO), a parallel
can be assigned to the political stability index presented by the Fragile States Index in
appendix 1. The map shows the countries with the most fragile governmental indexes. It
shows that the countries producing the cacao bean have low political stability, ultimately,
leading to issues of child labor and deforestation as mentioned by Paul Moreira in his
documentary "La face cachée du cacao".
In Switzerland, the main players in the market are members of the Chocosuisse
association. This entity represents its members’ interests with authorities and other
stakeholders nationally and across borders. It also enforces collective labor agreements
of the Swiss industry and various workplace and food safety laws. Additionally, its main
activity is protecting the destination of origin ‘Switzerland’ for a chocolate manufacturer
in the country (Chocosuisse, 2020).

2.1.2 Economics
The next segment of the PEST framework focuses on determining the economic cycles
that are present in the industry – allowing the companies to take part in the chocolate
industry and determine the economic turn points to seize (Johnson, 2017). According to
Squicciarini (2016, p.307), "the cacao market is characterized by long but irregular
cycles". She explains that in agriculture economics supply is highly variable and demand
remains relatively stable. Thus, with that feature, shocks that drive price variation are
more critical on the supply-side than on the demand-side. However, the author
(Squicciarini, 2016) argues that the impacts of demand-side shocks last longer than the
supply-side. Because of the delays in investment are long, adjusting the demand takes
time. Although demand shocks are usually smaller than supply shocks, they have a
bigger long-term impact.
Regarding the cacao trade, there are two markets available: the physical market and the
futures markets (ICCO, 2015). The physical market represents traditional commodity
trading, and the futures markets are used to offset the negative price volatility of cacao.
Because cacao is cultivated in developing countries which are in tropical areas, most
countries depend highly on agriculture and have very limited income. Therefore, these
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regions must exploit to the fullest the commodity of cacao (ITC, 2001). According to the
International Trade Centre, the economic impact of cacao production varies according
to the size of the country. Indeed, for the national economy of small regions, cacao
represents the primary or sometimes sole source of revenue. This results in a significant
dependency of those countries to the raw material. Therefore, their development can
potentially be harmed by shocks in demand for cacao.

2.1.3 Social
The following section of the PEST analysis is to determine the social elements of the
macro-environment. The social impacts in the industry are crucial in influencing supply
and demand in the overall economic growth rate, and in building societies and trends to
cope with culture and lifestyle changes. This is the most significant section for the
chocolate industry, especially for bean-to-bar producers, as it is in the midst of societal
transformation. Indeed, due to the perpetual business model inequalities between
developing countries and developed countries in the chocolate industry, sub-categories
of a business model called Sustainable Business Models (SBM) and Associative
Sustainable Business Models (ASBM) have seen the light. These models are described
as new mechanisms to achieve corporate sustainability. The difference between SBM
and ASBM is that the latter incorporates associative behaviors and partnerships to create
value in the triple bottom line (Gallo et al. 2017). These modern practices imply two
similar approaches. The first describes a business model comprised of value proposition,
value creation, and delivery, and value capture (Morris et al., 2005; Teece, 2010; Zott
and Amit, 2007) focusing on social and environmental value (Schaltegger et al., 2016).
The value proposition is the product or service proposed to the market. Value creation
and delivery are the capabilities, resources, and activities needed to implement the
proposed product or service, and value creation represents the cost system and revenue
generation resulting from providing the product or service (Gallo et al. 2017). The second
description builds a business model that includes stakeholders. It relies on the value
proposition, but as well on the supply chain – which focuses on managing and structuring
relationships with supplier –, customer interface – which is centered towards customer
relationships –, and financial model – which defines the various costs and benefits and
how they are distributed to stakeholders (Ballon, 2007; Doganova and Eyquem-Renauilt,
2009; Osterwalder, 2004). Keeping in mind that the main objective is for a firm to take
responsibility rather than shifting burdens to stakeholders (Boons and Ludeke-Freund,
2013).
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Because cacao needs large areas to be cultivated, the plantations are mostly in rural
environments. They provide income and status to rural communities and prevent largescale migration to urban areas where unemployment and lower quality of life are present
in those developing countries (ITC, 2001). Because most of the trade is conducted in
those countries, this provides opportunities for cacao demand to improve socioeconomic conditions. However, the threat lies in institutional voids (Gallo et al. 2017).
This gap causes misalignments in social and environmental values present in developed
countries – such as child enslavement and deforestation.
To cope with these misalignments, leaders of the chocolate industry are making efforts
for certified sourcing within their corporate sustainability strategies. However, according
to Nieburg (2015), the sales of certified sustainable cacao represent 13-20% of the crop's
largest wholesalers. More than 80% of the cacao bought by the large multinationals
remains uncertified and untraceable (Nieburg, 2015). These harmful practices by large
multinationals seem to explain the resurgence of artisanal manufactures and the creation
of the bean-to-bar niche market.

2.1.4 Technology
This final element of the PEST analysis consists of evaluating the technological impact
within the industry. Thus, identifying innovative activities through new product
announcements, recently patented activities, and research and development activities
(Johnson, 2017). Industrial players primarily support technological development within
the chocolate industry. Indeed, these leaders can develop their innovation through
significant investments in research and development, i.e. $362 million invested in 2018
for R&D by Mondelez International Inc. According to Technavio (2019), a market
research firm, "the industrial chocolate market is witnessing significant technological
advancements (…). Some of the latest technologies are blockchain and traceable
cacao". This innovation is intended to grow the market size between 2019 to 2023. This
technology plans to allow industry leaders to track information at each point of the supply
chain from harvesting to the placement in shops (Technavio, 2019). The following
innovative product is called the ruby cacao. This cacao bean, discovered ten years ago
by cacao wholesaler Barry Callebaut AG, is a unique variety that allows chocolate
makers to produce pink chocolate without any coloring as seen in figure 2, creating a
fourth chocolate variety in addition to dark, milk, and white chocolate (Barry Callebaut,
2017). In the line of the ruby cacao, bean-to-bar producers offer themselves a sort of
new product through their different ways of creating chocolate. Another transforming
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product is KitKat Japan's – part of the Nestlé SA group – Cacao Fruit Chocolate which
is 100% entirely made from the cacao fruit with no added ingredients (Nestlé SA, 2019).
Figure 2: Ruby chocolate bar

Source: Barry Callebaut AG, 2017

Table 1: PEST Analysis summary
Political

Positive

 Harvested in

Economic
 Cacao is the

Social

Technology

 New sustaina-

 Focus on the

developing

primary/sole

ble business

blockchain

countries

source of

models (SBM

and traceable

revenue for

& ASBM)

cacao

 Chocosuisse
‘Switzerland’

countries

 New cacao

brand

variety (Ruby)

protection

Negative

 Fragile

 Price variation

 Institutional

governmental

impacts

void for

index in

supply-side

farmers

 Highly variable

 Mistrust in

farming countries

supply

certified cacao

2.2 Structure – Conduct – Performance analysis
The Structure, Conduct, Performance framework is used as an empirical analysis to
better understand the effects of market structure on the industry. This model analyzes
the relationship between the market's structure, the market's conduct, and its
performances (Bain, 1956).
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2.2.1 Structure
This Structure segment focuses on a set of variables that are relatively standard and that
affect consumer behaviors, including the number of competitors in an industry, the
heterogeneity of the product, and the cost of entry and exit – which will be further detailed
in the following segment – (Trucker, 2010). The global cacao and chocolate market size
represents USD 43.13 billion in 2017, according to Fortune Business Insights. Due to
the vast complexity of the cacao-chocolate industry in terms of the number of
competitors, the research will solely focus on the leading players in the Swiss market for
industrial and artisanal production. Also, this paper is based exclusively on chocolate
manufacturers – rather than chocolatiers.
Below is a brief description of the leading players in the industrial and artisanal market
to better understand and assess the industry in Switzerland where 200,000 tons of
chocolate were produced in 2019 (Chocosuisse, 2019).
Nestlé SA – Cailler SA
Nestlé SA, founded in 1866 by Charles and George Page and Henri Nestlé SA, is the
result of a merger between the Anglo-Swiss Condensed Milk Company and Nestlé SA.
The group made their first chocolate bar in 1904 as part of the development of milk
chocolate. Today Nestlé SA is comprised of 69 brands across a multitude of segments
from beverages and prepared meals to pet care products. With total sales of CHF 92.6
billion in 2019 (Nestlé SA, 2019), Nestlé SA is the world's largest company in the food
and beverage industry (Sorvino, 2019). The company purchased Switzerland's largest
chocolate producers in 1929, allowing chocolate to become an integral part of the
multinational. Today, the chocolate product category, across all of Nestlé SA’s brands
combined, represents net sales of USD 7.9 billion (ICCO, 2019).
Lindt & Sprüngli AG
This company was the result of a merge between the Sprüngli confectioner founded in
1845 and chocolate revolutionary Rodolphe Lindt who developed the process of melting
chocolate to perfection in 1879 (Lindt, 2014). Throughout the years, the company has
been known for making premium chocolate under its brand Lindt but also under seven
other brands. With CHF 398 million worth of sales in Switzerland, the country represents
the second biggest market in Europe behind Germany. The organic growth of the group
represents 6.1%, with annual sales amounting to CHF 4.51 billion in 2019 (Lindt, 2019).
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Their most popular products in Switzerland are Lindor and Excellence dark chocolate
bars.
Frey AG
The foundation of this company in Aarau, Switzerland, was laid in 1887 by the Frey AG
brothers. After more than 60 years of chocolate manufacturing, MIGROS took it over. In
1982, Frey AG becomes the largest chocolate manufacturer in Switzerland with 36.8%
of market share (Squicciarini, 2016). The company went beyond its borders by exporting
31% of its products (Chocolat Frey AG, 2018). The company is also present in the
chewing-gum industry, being the sole product manufacturer in Switzerland (Chocolat
Frey AG, 2018).
Favarger SA
Created in 1826, Favarger SA has become an icon of the Canton of Geneva. Somewhere
between industrial and artisanal manufacturing, the company produces its chocolate
from the cacao bean to the finished products, claiming to provide "from bean-to-bar"
(Favarger SA, 2017). However, there is no information on whether they source their raw
material through direct trade. Because of this and their crafted-based and semi-craftedbased way of producing their chocolate, they are borderline with industrial
manufacturing. The company does not solely focus on chocolate bars but also markets
pralines for the consumer and corporate market (Favarger SA, 2017).
Läderach AG
Läderach AG is along the same line of Favarger SA marketing the same types of
products and using the same manufacturing processes. Founded and established in
Glarus, Switzerland in 1962, the company is today expanding globally with shops and
online shipping to 13 different countries (Läderach AG, 2019).
Stella SA
Created by the merger of Chocolat Bernrain SA and Chocolat Stella SA in 1980, the
companies grew individually within the industry. Stella SA offers a wide variety of
products from chocolate bars to the cacao crop itself (80% of their production). They
mainly work with raw material sourced through direct trade with small producers who are
committed to organic and fair-trade principles. The company also introduced the market
to biodegradable wrappers in 2011, i.e. a fine sheet of sustainable wood vaporized with
aluminum foil, and CO2 neutral production. Stella SA exports more than two-thirds of its
products across 50 different countries (Stella Bernrain, 2016).
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La Flor AG
La Flor AG is the certain bean-to-bar producers of this group. Founded in 2017, its four
founders based the company in an old Zürich bakery transformed into a coworking space
with a production room where La Flor AG chocolate is produced. The company uses
direct trade methods to source its cacao and is completely transparent on the price paid
to cacao farmers – between CHF 5 and 6 per kilogram of cacao (La Flor AG, 2019). With
30 partners distributing their products and an online shop, La Flor AG is solely present
in the Swiss bean-to-bar market (La Flor AG, 2019). The chocolate manufacturer also
offers events to convey knowledge about the chocolate realm.
It can be debated whether chocolate is homogenous or heterogeneous product because,
by definition, homogenous products are when buyers see no actual or real difference
between industrial chocolate and an artisanal one, and where price is the most critical
dimension in which firms on the industry compete (OECD, 2006). However, literature
shows that craft chocolate involves all the five senses (Terenzi, 2015; Bernardini, 2015)
in contrast with industrial chocolate which is perceived as bland (Terenri, 2015). This
partly explains the increase in demand for fine cacao, also called flavor cacao because
of its aromatic characteristics (ICCO 2019).

2.2.2 Conduct
Market conduct is defined as the behaviors of market players in adopting or adjusting to
the markets in which they sell or buy (Bain, 1968). It can be described as the methods
practiced by market participants to attract consumers, through activities such as price
policies, selling costs, and non-price competition (Tesfaye, 2018). Within the chocolate
industry, most of the leading players compete and highlight their products with labels and
certifications, whilst maintaining prices relatively low – approximatively CHF 2.50 per bar
(Coop & Migros, 2020). On the other hand, small producers target consumers with higher
prices, establishing themselves in a niche market (Squicciarini, 2016). Squicciarini
(2016, p.128, citing Fabricant 1998) mentions that "According to high-end chocolate
makers, the less sugar and more cacao a chocolate bar has, the higher quality it is".
However, cacao is more expensive than sugar; chocolate manufacturers can have an
interest in increasing the sugar content if they value cost-saving over quality
(Squicciarini, 2016). Figure 3 shows the various market segmentation of chocolate based
on one of the key success factors for consumers, quality. Notably, the low-end quality
represents the majority of chocolate products (80-85% of market share).
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Figure 3: Market segmentation based on quality

Source: CBI 2020

Squicciarini (2016) explains that perceptions of quality matters in terms of the origin of
the raw material, as well as the conditions in which they were produced. To fulfill these
conditions, labels and certifications are established. The cacao-chocolate industry
comprises four leading non-governmental organizations: Fairtrade, UTZ, Rainforest
Alliance, and Bio (Organic). The Global Business Consulting Company (GBCC), has
defined several underlining common concepts that these certifications guarantee. The
definitions range from ensuring the respect of quality requirements – at the time of the
certification – a verification process that the product or service is conforming to quality
and safety management standards, and a procedure by which a third party attests that
the process respects certain norms (ICCO, 2012).
The Global Business Consulting Company (GBCC) has denoted advantages and
disadvantages to cacao certification. The advantages are comprised of increases of yield
for certified production, adoption of best practices during the harvest and post-harvest,
enhancement in plantation management, increased access to credit and revenue for
farmers, improvement of market access, and the reduction of vulnerability and poverty
for these farmers living in rural regions. On the other hand, the consulting group
describes disadvantages such as traceability that cannot be guaranteed, unbalanced
commodity trade due to dominant power of exporters, belated payment of premiums to
farmers, lack of transparency in costs and payments to growers and the lack of action
by chocolate manufacturing countries to recognize the sustainability challenges of cacao
(ICCO, 2012).

2.2.3 Performance
The segment on market performance deals with economic results of market structure
and conduct (Bain, 1968). In other words, it determines the performance of the players
in the industry and the cacao-chocolate market as a whole.
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The market structure and conduct allowed the Swiss chocolate industry to grow by 3.8%
in 2019. They are resulting in a market turnover of CHF 1.79 billion (Chocosuisse, 2019).
In Switzerland, almost three-quarters of national production is exported mainly to the
European Union, but also to Canada, the United States of America, China, and the
Middle East. Despite the number of exports, the country remains one of the largest
chocolate consumers with 10.4 kg per capita. Figure 4 shows the key indicators of 2019
in the Swiss chocolate industry. This demonstrates the significant influence of exports in
the industry. However, as noted by Chocosuisse, these indicators show only the
performance of industrial manufacturers.
Figure 4: Chocolate industry key indicators 2019

Source: Chocosuisse, 2019

2.3 Porter Five Forces framework
The Porter Five Forces framework analyzes the industry as a whole by identifying its
strengths and weaknesses based on five competitive forces: Competition in the industry,
the threat of entry, threat of substitutes, bargaining power of buyers, and bargaining
power of suppliers (Johnson, 2017). Thus, for this framework, the focus will be directed
towards the Swiss competition for chocolate products.

2.3.1 Competition in the Industry
Competitiveness is at the core of Porter’s framework. This force determines the rivalry
between the existing players within the industry. The more competitors there are, the
worse it is for occupants already in the industry (Johnson, 2017).
Medium-high level. As mentioned previously, the chocolate industry is composed of
several large multinational leaders who serve 90-95% of the market (CBI, 2020). The
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international competition faced by the Swiss chocolate market is relatively important.
Indeed, the country’s net sales of chocolate products are below several big companies
such as Mars Inc, Ferrero Group, Mondelēz International, and Hershey Co (ICCO, 2020).
However, these companies distribute mainly low-end quality products with low cacao
content. On the high-end quality side, artisanal manufacturing companies are responding
to recent trends in the Swiss and international markets. Several hundred artisanal
producers have already been recorded in Bernardini’s reference standards book (2015).

2.3.2 Threat of entry
This factor determines the ability of potential players to enter the industry. Hence, it
identifies the various barriers for a company to take part in the market – the higher these
barriers, the less expected competition. Thus, the more attractive the industry (Johnson,
2017).
Medium level. In Switzerland, it is relatively straightforward to start a business as long
as the capital investment is significant enough to purchase the equipment to produce the
chocolate and, according to the legal structure, to sign up or not at the commercial
registry. However, a significant barrier to overcome is the incumbent advantages the
large industrial companies have. Indeed, the main players are well established in the
industry thanks to the notoriety of their brand identity. Nevertheless, as mentioned
throughout the report, the low-end quality products offered by industrial companies
opens a door for newcomers. Depending on the quality that new entrants plan to offer,
the cost of raw material and the competition can vary greatly (CBI, 2020), whether a
company is entering the niche market of artisanal manufacturing or not.

2.3.3 Threat of substitutes
Substitutes are products and services external to the industry that have a different nature
than chocolate but offer similar benefits. This segment establishes the level at which
chocolate products can be substituted (Johnson, 2017).
High level. Chocolate is part of an extensive network of foods, and it has a multitude of
substitutes both from an industrial and artisanal point of view. This wide choice of
differentiated products can cause prices in the market to decrease. However, due to the
diversity of chocolate manufacturing, it can extend to a large number of other markets.

Chocolate industry: The effects of consumer preferences on bean-to-bar chocolate producers
Oscar GIBBONS

16

2.3.4 Bargaining power of buyers
The buyers in this segment relate to the immediate costumers within the industry. The
buyer is not necessarily the ultimate product consumer. Depending on the buyer's power,
it can influence lowering prices or increasing costs for product improvement (Johnson,
2017).
Medium-high level. The buyers in the Swiss market are represented by a concentrated
number of supermarkets who partake in the majority of sales of chocolate. This enables
them to influence prices according to their price policy. Indeed, the cumulation of Coop
and Migros accounts for approximately 70% of the market share (Wunsch, 2018).
However, because of skepticism regarding large food companies, ultimate consumers
are turning towards small-scale artisanal producers (SWI, 2017). Thus, shifting the power
to the consumers who are increasingly more willing to pay premium prices for authentic,
high-quality, guaranteed chocolate (Leissle, 2017) – resulting in the diminution of
supermarkets' power to influence the price. Nevertheless, for the time being, this
segment of high-end chocolate remains a low percentage of the market worth
approximately only 5% of the chocolate consumption.

2.3.5 Bargaining power of suppliers
This segment relates to the ability of suppliers to alter the prices of the raw material,
which in turn can result in a potential cost increase for players in the industry and also
determine the capacity to switch from one supplier to another (Johnson, 2017).
Low level. Chocolate manufacturers depend on cacao to be able to produce their goods.
However, these stakeholders are mainly in developing countries and depend heavily on
the harvest of their commodity: certain regions their base entire social and economic
structures on cacao (WTO, 2001). Farmers also have lower bargaining power because
of the vast number of smallholding plantations. Thus, switching from one supplier to
another is easy and does not cost much. Additionally, due to a large number of
intermediaries in the supply chain, any price fluctuation is concealed between
certification fees and transitional fees (Moreira, 2019). Because cacao is a commodity,
its price is based on global demand. All these factors result in farmers having almost
nonexistent negotiating power on prices.
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Table 2: Porter’s five forces analysis summary
Force

Competition in the industry

Threat of entry

Threat of substitute

Bargaining power of buyers

Bargaining power of suppliers

Level

Medium-high

Medium

High

Medium-high

Low

Factors
 Significant competition for industrial
products
 Growing competition for artisanal
manufacturing
 Straight forward to start a business in
Switzerland
 Barriers to entry from multinational
manufacturers’ notoriety.
 A shift in consumption trends towards
quality products
 Wide choice in substitute products
 Chocolate’s variety in the
transformation
 Supermarkets influences prices
because they are the main wholesalers
 Increase in the willingness of
consumers to pay a premium price for
authentic goods
 Switching cost is irrelevant from one
farmer to another
 Nonexistent negotiating power for
farmers

2.4 Value chain analysis of industrial vs artisanal producers
To narrow down this analysis, the use of key success factors is necessary. These factors
are based on customers, competition, and corporation within the industry as a whole
(Lynch, 2015).


Customers: As discussed throughout this paper, it can be noticed that the
destabilization of customers can be split into two segments (Leissle,
2017). On one side the "industrial" chocolate consumers and on the other
the "artisanal" buyers. One side is enticed by price over flavor – can also
be considered as quality – and another is more attracted by flavor rather
than price.
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Competition: This report has also shown the market dominance of certain
players in the industry, allowing them to have an international distribution
channel. However, artisanal players are altering local markets to stand out
against the exploitative production practices of multinationals (Heying,
2017).



Corporation: As mentioned, an important issue faced in the chocolate
industry is the social and environmental treatment for the cacao farms and
their farmers. To counteract this problem, industrial competitors certify
their cacao imports and invest considerably in advertising their
philanthropical actions. However, certain flaws in monitoring have
uncovered controversies regarding the reliability of certifications
(Whoriskey, 2019). One of the reasons why artisanal producers have
created the bean-to-bar movement.

Now that the key success factors have been determined, the value chain analysis can
be applied. This framework identifies which function of an organization is adding value
to the final product, and determines each contribution in added value to the firm which
creates a competitive advantage. These functions are then split into primary activities
and support activities of production (Lynch, 2015).
For this research, a comparative analysis will be performed between industrial and
artisanal (bean-to-bar) manufacturers. To determine the key activities of both ways of
producing that are of significance for the market. As a representative of the industrial
producer, Lindt & Sprüngli AG was chosen as it is a publicly listed company as well as
an important player in the industry. However, for small-scale bean-to-bar manufacturers,
the analysis will describe the set of various activities performed by a panel of producers.

2.4.1 Primary and secondary activities of industrial manufacturers


Inbound logistics: The Lindt & Sprüngli AG multinational has launched a
Farming Program to ensure a sustainable and socially responsible cacao
chain of their sources from Ghana, Ecuador, Madagascar, Papua New
Guinea, and the Dominican Republic. Taking part in that program are
72,528 farmers from these countries. With 86% of cacao sourced through
the Lindt & Sprüngli AG Farming Program which is audited by 442 field
staff to ensure traceability and verified cacao bean in the supply chain.
The organization claims to be bean-to-bar as they make their chocolate
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from the selection of the finest cacao varieties all the way to the finished
product (Lindt & Sprüngli AG, 2019). Regarding Procurement, there is no
information regarding from whom the company purchases the cacao.


Operations: According to the annual report of the Lindt & Sprüngli Group,
operations are dispersed around the globe with twelve manufacturing
plants (six in Europe and six in the United States). However, there are up
to 16 regional offices and subsidiaries that operate 120 countries around
the world. The management of this group is based at its headquarters in
Kilchberg in Switzerland and Kansas City in the United States (Lindt &
Sprüngli AG, 2019).



Outbound logistics: The group has up to 500 shops worldwide. Japan and
Brazil represent the largest drivers of the retail business. However, the
report also mentions that third parties perform marketing and transporting
services (Lindt & Sprüngli AG, 2019).



Marketing and sales: The Lindt & Sprüngli group invests considerably in
marketing their 2'500 products to be perceived as premium chocolate.
Throughout the years the organization developed an important brand
identity through leading products as Lindor, Excellence, and the Gold
Bunny. Also, the company sponsors events such as the Emmy Awards
2019 and the Golden Globe Awards 2019.



Service: Though their shops, the company aims to offer consumers
exceptional brand experience. Expanding into boutiques in upmarket
shopping malls. In certain shops, consumers can watch the "Master
Chocolatiers" make their chocolate whilst enjoying a drink at the bar. The
organization has trained staff as "Chocolate Advisors" to enhance
'shoppers' experience. As mentioned by the multinational, the intention is
for every visitor to leave the shop with a smile (Lindt & Sprüngli AG, 2019).



Secondary: Regarding Procurement, there is no information regarding
from whom the company purchases the cacao. The Management of this
group is based at its headquarters in Kilchberg in Switzerland and Kansas
City in the United States (Lindt & Sprüngli AG, 2019).

2.4.2 Primary and secondary activities of artisanal manufacturers


Inbound logistics: As mentioned previously, bean-to-bar producers limit
their supply through direct trade with several smallholding farms in various
parts of cacao growing areas, choosing only the finest and flavorful cacao
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(La Flor AG, Orfève, Garçao, 2019). The raw material is then transported
back to the manufacturing site and stored.


Operations: Most of the operations in the artisanal chocolate production
process are performed in one factory as they a small batch producing
firms. As artisanal manufacturers, they do not have any interest in the
mass production of their chocolates (Bernardini, 2015).



Outbound logistics: Several rely on distributors to sell their goods as they
do not have frontend shops. These partners have various profiles from
shops to concept stores affiliated with museum shops and wine cellars
(La Flor AG, Orfève, 2019).



Marketing and sales: Marketing is a huge part of bean-to-bar
manufacturers. Indeed, through colorful and appealing packaging, and
through their storytelling, companies can reach consumers' wants and
needs for flavorful and ethical chocolate (Atkins, 2018).



Service: The main training for an artisanal chocolate producing firm is to
learn how to transform a cacao bean into a chocolate bar. This
craftsmanship and the bean-to-bar story is what attracts the consumers.
Indeed, unlike industrials, artisans want to share authenticity though the
love of labor (Leissle, 2017).



Secondary: As these companies have small-scale production, they have
small-scale Management capacity too. In other words, one person
represents one or several departments within the organization. Thus, a
worker may wear several hats in various departments, from procurement
of raw material to founder and production (La Flor AG, 2020; Bernardini,
2015).

2.5 Competitive advantage for artisanal manufacturers
According to Porter (1998), there are three competitive strategies to choose from to gain
a sustainable competitive advantage in a market: Cost Leadership, Differentiation, and
Focus. Because artisanal manufacturers are competing in a specific niche market, a
focus strategy is best as is develops a competitive advantage by offering products
specially designed for that niche (Lynch, 2015).
Therefore, even with a reduced amount of resources, bean-to-bar producers remain
more flexible and entrepreneurial than larger companies in the market. Indeed, rather
than basing their competitive advantages on significant investments in research and
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development or organizational capabilities, artisanal makers focus on providing higher
levels of personal and quality services, specialist expertise, and regional know-how to
grow in the niche market (Lynch, 2015). Hence, bean-to-bar makers offer products that
are focused on their target segment of consumers rather than on the mass market.

2.6 Literature gap
Throughout this theoretical approach, several elements have been able to contribute to
answering the research question from an academic perspective. Theories about new
trends have been identified explaining certain changes in value perceived by consumers.
Additionally, the external environment of the industry allowed a better understanding of
factors affecting an organization within the industry. Finally, the determination of key
success factors highlighted some of the drivers necessary for a company to gain a
competitive advantage within the highly regarded Swiss chocolate industry.
However, amongst the literature used for this chapter, the majority of information
approached the subject of chocolate as a whole or artisanal producing in a broad
spectrum, describing the new trends in the food industry with few specificities regarding
chocolate. Regarding the literature on artisanal chocolate consumption and trends, very
few have metrics explaining consumers' preferences and consumption, and none entail
information about the artisanal chocolate consumption and trends in the Swiss market.
This bachelor thesis aims to fill this gap in the literature and serve as an intake for
artisanal manufacturers to develop and grow in this in a niche market of the renowned
Swiss chocolate industry. The following chapter of this research paper will explain the
process used to analyze in detail the collection of empirical data.
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3. Research methodology
This research was split into several stages in order to have coherent insights for each
step of the study. The first step was to scrutinize the literature to develop sufficient
knowledge about the chocolate subject. Then, the collection of the empirical data for this
research builds on two approaches qualitative and quantitative. First, an online survey
was run on a sample of chocolate consumers. Then interviews of professionals within
the niche market were run to have a further understanding of their position in the market
and their approach in chocolate manufacturing. Next, the analysis lead to offering five
recommendations and a risk strategy plan for bean-to-bar producers to benefit from
whilst establishing their business in the Swiss artisanal chocolate niche market.
However, this chapter will focus on describing the process and the interpretation applied
for both approaches used to gather empirical data.

3.1 Opinion poll
3.1.1 Methodology
The purpose of conducting a survey was to obtain primary data on the 'drivers’ for
purchasing chocolate goods. Hence, to better understand the features consumers
search for when purchasing chocolate products and what attracts them or not to beanto-bar products. On top of that, the goal of the survey was to understand the preference
for crafted products rather than industrialized. Ultimately, this data helped to understand
what lead consumers to choose a particular chocolate product from a specific store.
The survey consisted of 23 questions written both in French and in English to be able to
reach most of the population possible living in Switzerland and its neighboring countries.
Snowball sampling, where existing study subjects recruit future subjects among their
acquaintances (Naderifar, 2017) was chosen. The objective was to obtain the most
answers possible for two months. The various questions in this study were segmented
into several categories which will be discussed in the following section.

3.1.2 Questionnaire organization
After having selected their preferred language, the first part of the survey defined the
consumption habits of the participants. Filtering the respondents based on the frequency
with which they consume chocolate products provided initial details about their chocolate
consumption frequency. If the participant answered, "I never eat chocolate", they would
be directly sent towards the end of the survey. The very last question for these
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participants enquired about the reason for not consuming chocolate products. They could
then submit the survey. The varieties of chocolate (dark, white, milk, etc.) and sorts of
chocolate (bars, pralines, cacao powder, etc.) were asked to chocolate consumers.
These questions defined the chocolate preferences of the respondents. Then this
segment ended with questions related to features participants search for during their
purchasing process.
The second part of the survey asked respondents to compare their consumption of
industrial chocolate versus artisanal. Participants were asked for their definition of
artisanal production and which type of chocolate product, industrial or artisanal they
consume the most. Then respondents were asked about the occasions for which they
buy chocolate produced one way or the other. Finally, this segment finished with a
question regarding the reasons for which they would opt for artisanal chocolate over an
industrial one according to various factors.
The third section of the online survey explored price preferences regarding chocolate
purchases. These questions were geared towards the willingness of respondents to pay
for various ways of manufacturing (industrial and artisanal) and several chocolate
products (chocolate bars and pralines). The questions were based on 100 grams of
chocolate, with a scale going from a minimum of CHF 0.50 to a maximum of CHF 15 and
more.
The fourth part presented participants with a list of brands present in the chocolate
industry. Questions were related to brand recognition and the frequency with which
respondents buy those brands. To better understand the motivation to purchase
particular products, a question asked the participants to explain the reasons for their
purchase. This part ended with a broader question asking for the main communication
channels for learning about chocolate products.
To conclude the questionnaire, participants were asked to give some of their personal
information. This was intended to provide insights into the demographics of survey
participants. For that, there were questions related to gender, age, and origins of
respondents where possible.

3.1.3 Sample Statistics
The opinion poll regrouped a total of 392 participants. Out of the participants, 58% (229)
are female, 39% are male (154), and the remaining 3% (9) represent people that
preferred not to mention their gender. The average age of respondents was between 15
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and 25 years old (63%) and originating from central Europe (62%). Five participants did
not consume chocolate because they did not appreciate its taste and one because of a
special diet. Thus, these results were removed from the research analysis. Additionally,
it is important to mention that the survey was answered by a majority of students (62%)
with low to no income. Thus, this limitation may hamper the quality of certain results.
Although consumers do not have high purchasing power yet, they are going to be soon
the largest share of consumers. Learning about these consumers is, therefore, crucial to
identify in advance possible new trends in the demand for chocolate. Nevertheless, the
research performed by Squicciarini (2016) supports the touchpoints mentioned in the
study. The knowledge gathered from the latter will set comparative guidelines between
the literature and data collection. Thus, offering comprehensive recommendations for
artisanal producers.

3.2 Interviews with professionals (qualitative)
3.2.1 Methodology
The objective of performing interviews with professionals in the artisanal chocolate
market was to conduct exploratory research. These extended conversations were crucial
to have an in-depth understanding of the niche in which artisanal chocolate producers
are present. Most importantly, what these companies bring forth to capture consumers'
interest and their understanding of the values and ideologies consumers have regarding
bean-to-bar chocolate products and the whole artisanal movement. These discussions
enabled connections to be made with the opinion poll. Indeed, they related or not to the
consumption patterns distinguished by the participants in the survey. The choice to
perform the survey prior to the interviews was to enable the interviewees to develop and
comment on the results of the opinion poll. Hence, giving a professional and experienced
point of view to the analysis.
Four interviews were conducted for this research paper. To allow for full transparency
during the conversations, the interviewed companies will remain anonymous. The first
two interviews were conducted with co-founders of bean-to-bar chocolate producing
companies based in the German-speaking and French-speaking parts of Switzerland.
The firms will be mentioned respectively as Producer 1 and Producer 2 to ensure strict
anonymity. The third interview was conducted with a co-founder of an artisanal chocolate
bar distributor. This distributor resells chocolate bars produced by several Swiss and
international bean-to-bar manufacturers mainly through online e-commerce and a few
selling points (Distributor 1). Because the latter businesses are relatively young, they
Chocolate industry: The effects of consumer preferences on bean-to-bar chocolate producers
Oscar GIBBONS
25

were able to give significant up-to-date insight into the new trends about chocolate
consumption in the Swiss and close-bordered international markets. The final
conversation was conducted with an artisanal chocolatier – buys chocolate couverture
(i.e. pellets) to transform it into finished chocolate products – well established for several
decades in the French-Speaking region of Switzerland. Because of the diversity of
manufacturing technics between chocolatiers and artisanal producers, this interview
gave a different point of view than the bean-to-bar producing methods. Allowing, the
research to have a more in-depth insight into the longstanding conduct of chocolatier.
For the sake of privacy, this chocolatier will be cited as Chocolatier 1.

3.2.2 Questionnaire organization
The interview script used to conduct the interviews with professionals are reported in
appendix 2. Keeping in mind that the questions were tailored to each interview, they
followed, at least partly, a predetermined structure. First, there were general questions
relating to the reason why these companies decided to launch in the Chocolate business
and the size of their firm – describing the drivers for individuals to start a business in that
industry. The second segment compared industrial manufacturing to the 'businesses'
artisanal methods of producing. It was intended to link with answers from the online
consumer survey. The following part asked questions about the market in which the
companies were established and the expectations of their position in that market, they
sold directly through their company or used intermediaries to distribute to end
consumers. The fourth segment was essential to gain insight into consumer habits
perceived by the firms. Thus, agreeing or not with the results of the online survey. But
also, to identify more clearly a customer type and the change in trend in the food industry.
The next part explored the marketing tools the companies use and which ones the
consumers respond the most. The final section was dedicated to understanding by what
means these companies are financed and survive in the market. These questions were
intended to define, according to the companies, if market demand was present for the
artisanal type of products and the risk these businesses face by establishing themselves
in this niche market.
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4. Results and discussion
In this chapter, the results of the collected data will be displayed. As a reminder, the main
goal of the present research is to examine how small-scale chocolate manufacturers can
better understand their consumer target. The results collected and analyzed in this
chapter will be segmented into four research objectives which will give insights that could
help artisanal distributors determine the drivers of consumers’ choice and how to
leverage these characteristics to grow in the market. A comparison between the material
that can be found in the literature and the results of the collected data will enable to give
further insights to bean-to-bar producers that desire establishing themselves in the
marketplace.

4.1

Research objective 1: Definition of a consumer profile

The first research objective defines the typical characteristics of an artisanal chocolate
consumer. The opinion poll demonstrated that people consume chocolate products
relatively frequently. Indeed, 46% of respondents eat cacao-derived goods from once to
four times per week, and 34% more than five-time per week. The combination of this
data shows that a significant share of the population consumes chocolate approximately
once per day.
Figure 5: Consumption frequency

The data recorded from the survey also show consumers preferred three main chocolate
types. When giving participants the possibility to select between various chocolate
varieties, three main types stood out, milk chocolate, dark chocolate, and chocolate with
nuts, respectively. This result shows what various producers should focus on when
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manufacturing their chocolate goods. Another important finding deals with the drivers of
consumers’ choice when searching for chocolate.
Figure 6: Decision-making attributes for purchasing

This chart displays the attributes of interest for consumers when purchasing chocolate
goods, showing that consumers pay more attention to ingredients than they do to the
price. It is also noteworthy that packaging is an important element in consumers’
decision-making process. A Chi-squared test was run to estimate a possible association
between consumers’ interest in the price and packaging of chocolate. These variables
were chosen because of the high results they obtained from the opinion poll. Thus, the
test will determine in there is a correlation between both variables, and if packaging can
influence the price of chocolate and visa versa. The significance level is then computed
and should be equal to or lower than 5%. The p-value of this test (i.e. price and
packaging) was 26% thus, it can be considered that it is statistically improbable for
consumers that the importance of price for chocolate products is related to its packaging.
During the opinion poll, participants were asked to explain the rationale behind their
choice of chocolate brands. This question was purposely left open-ended so that
respondents would answer more truthfully without being biased by the proposed
answers. Figure 6 shows that taste, accessibility, and habits are the main reasons why
people purchase certain brands. What is meant by accessibility is the convenience to
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purchase that brand; in other words, if consumers can easily find it in their regular grocery
store. This data shows the information across a wide range of industrial and artisanal
brands. However, the taste is an important driver in the consumer decision-making
process. This attribute also came up from the interviews conducted with professionals in
the industry. Indeed, Producer 2, who uses fine cacao, defines it as “cacao that has taste,
that has personality and that has an intrinsic value that lambda cacao [Forastero] does
not have.” (Appendix 4). The interviews have demonstrated that taste is one of the value
propositions artisanal producers make central. According to them, consumers know very
little about chocolate and its varieties in cacao tastes and quality. These findings
corroborate the literature showing that 85% of chocolate consumed in the market is lowend quality cacao products that are available in bulk in the neighborhood supermarket.
Thus, because industrial chocolate is more accessible than artisanal, consumers base
their taste preferences on their habits of industrial “supermarket“chocolate.
Figure 7: Reasoning for a brand choice

However, as mentioned in the previous chapters, news trends for chocolate goods are
emerging and growing sustainably. Indeed, nowadays an important interest in socioeconomic issues has surfaced. Therefore, labels and certifications have emerged as a
consequence of battling against the harmful harvesting conditions of cacao. Figure 6 and
figure 7 demonstrate that consumers prioritize other attributes when choosing chocolate;
however, when selecting labels, they have two preferred certifications: Fairtrade and Bio.
It is important to point out that 19% of the respondents show no influence of labels in
their decision-making process. This result confirms the Global Business Consulting
Company’s position on the disadvantages related to cacao certifications. This is also
confirmed by Producer 1. Indeed, s/he suggested that certification is not needed as they
supply from direct trade with the cacao farmers, ensuring that the crop is harvested in
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ethical methods. This direct trade also enables the price paid to farmers to be higher,
allowing them a living wage. This gives incentive to the farmer to produce quality cacao
and in part explains the price premium for artisanal chocolate products.
Figure 8: Label choice

Labels and certifications are often part of multinationals that invest a considerable
amount in marketing (Lindt & Sprüngli AG, 2019). Marketing is essential for chocolate
producers to showcase their products and share their vision to capture customers’
interest in purchasing their goods. In 2019, Lindt & Sprüngli AG attributed part of its 1.11
billion Swiss francs of operating costs for advertising, promoting an interest in
understanding the marketing to which consumers respond the most and the tools used
by artisanal professionals. The opinion poll results, in figure 14, have shown that word of
mouth is the principal mean used to capture consumers’ interest. The results will be
further detailed in the research objective 3. However, they show that producers should
work on the quality of their products so that it has a positive impact on consumers who
then talk about it in their networks getting the word out positively and for free. However,
the definition of quality for chocolate remains relatively subjective to the consumers’
personal opinion, even though the perceptions of quality were described as having a
greater percentage in cacao, knowing the origins of the raw material and the conditions
in which the crops are harvested are equally important (Squicciarini, 2016). This result
confirms the literature again. As demonstrated in figure 6, the combination of the
variables country of production and cacao origins account for approximatively 35 % of
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participants’ results. Hence quality is related to cacao origins and production countries.
Two chi-square tests were performed, first with cacao quality and its origin, and then
between quality and word of mouth. The first two variables were chosen to corroborate
the features of quality mentioned by Squicciarini (2016). Following that, quality and word
of mouth were used as variables to determine whether a variation of one variable can
explain the change of another. For both tests, p<.001. The results have also shown that
it is significant for artisanal manufacturers to emphasize the latter as attributes in their
marketing strategy.
To summarize this research objective, it has been demonstrated through quantitative
and qualitative analyzes that consumers tend to consume chocolate frequently whereas
almost 50% of participants eat chocolate one to four times per week. Out of that
percentage, milk chocolate takes the first place as the most consumed chocolate variety
with 61% of answers and followed dark chocolate with 55% – knowing that respondents
could provide one or more answers. Chocolates with nuts is also appreciated by
consumers participating in the opinion poll. During the decision-making process,
consumers show an important preference for the ingredients used to produce their
chocolate products. Also part of the process is the packaging which is a feature
consumers tend to look at and are attracted by. Related to the previous point, the taste
is the main factor consumers look for when buying their chocolate. This is a feature
artisanal producers base their value proposition on. According to the conducted
interviews, people know very little about the diversity of chocolate tastes as they are
used to eating industrially manufacturer products. Finally, when looking for chocolate
goods, consumers have two labels of predilection; FairTrade and Bio. However,
approximately 20% of participants in the opinion poll have no interest in labels and
certifications. The data portrayed in this chapter describes the preferences of consumers
regarding chocolate products with the aim to give artisanal manufacturers more
information about their current or potential consumers.

4.2

Research objective 2: Industrial versus artisanal

Primarily, the survey has confirmed the Centre for the Promotion of Imports from
developing countries (CBI) which shows that approximatively 85% of mass-produced
chocolate is consumed and 15% is artisanal consumption (appendix 8). However, it will
be mentioned later that there is a fine line between the two production methods. Thus,
varying the results from the studies.
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Figure 9 shows a comparison of the two production methods based on the chocolate
type participants consumes the most. The graph shows that for industrial manufacturing
respondents chose milk chocolate as most consumed. On the other hand, participants
who consume artisanal chocolate prefer dark chocolate. This difference in preference
demonstrates that quality is more present and demanded artisanal products. As
mentioned previously, the cacao percentage is a factor in determining chocolate quality.
Thus, it can be recommended for bean-to-bar manufacturers to focus on making dark
chocolate with qualitative beans and high cacao percentages. However, as offered by
Producer 1, alternative ingredients can be incorporated while maintaining a higher
percentage of cacao. In other words, for a bar of qualitative chocolate, the cacao should
not be submerged by other ingredients such as sugar or milk. Indeed, cacao is to remain
the most present ingredient.
During the interviews with professional manufacturers, they were asked to give their
opinion regarding the differentiation between industrial and artisanal chocolate and the
production methods. This question was asked because the distinction is hard to delineate
between one or another way of manufacturing as the process and machinery to grind,
roast, and conch the cacao to chocolate are largely similar, just at a different scale. Thus,
to distinguish themselves, artisanal producers focus on savoir-faire – that most of them
learned by trial and error – but also the quality of the beans they use. Allowing them to
gain comparative advantage on the taste of their chocolate compared to industrial
manufacturing. Indeed, as mentioned by Producer 2, industrial makers “uniformize the
taste of chocolate“. Whereas “during their roasting process they eliminate all the inherent
taste characteristics of cacao“. These taste characteristics, as demonstrated in figure 7,
are essential for bean-to-bar manufacturers to differentiate themselves and make their
mark in the artisanal niche market.
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Figure 9: Type preferences comparison

In the opinion poll, an open question asked participants to give their definition of what
artisanal production meant for them. The three main answers that came up repeatedly
were products that are handmade, coming from small companies, and produced locally.
Making it more difficult to differentiate between a manufacturer such as La Flor AG which
is currently only in the Zurich region and Favarger SA that produces locally but is big
enough to export worldwide. Hence, the importance of artisanal manufacturers to
highlight their bean-to-bar ways of producing to differentiate while being part of the
artisanal niche market.
The literature has demonstrated the consumers’ willingness to pay premium prices for
high-end quality bean-to-bar chocolate is gradually increasing (Squicciarini, 2016). This
is a factor that artisanal producers are aware of. Indeed, the interviewees mention that if
they had to describe their consumers’ buying power, they would have a comfortable or
high income to purchase their products. Prices for artisanal chocolate bars in Switzerland
average around CHF 9 for 70 g. The results demonstrated in figure 10 show the
participants’ willingness to pay for industrial and artisanal chocolate bars. The
respondents have mentioned their willingness to pay between CHF 2.50 and 4 for
industrial chocolate products and ever so slightly more between CHF 4.50 and 6 for
artisanal goods. The difference in willingness to pay amongst both methods of production
is relatively slight, showing that consumers tend to favor price over other potential
benefits of artisanal production. This information confirms Squicciarini’s (2016, P.182)
claiming that, “While consumers may be concerned about the ethical characteristics of
food products, the reality shows that these general concerns are often not translated into
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actual behavior when it comes to spending their own money”. However, it is important to
point out that the results of the opinion poll show a certain unanimity of the price range
for industrial products, unlike the artisanal methods that demonstrate outcomes with
fewer dependencies amongst the price ranges.
Figure 10: Willingness to pay comparison

The next factor touched upon in the opinion poll was the occasions for which consumers
bought chocolate products from each method of production. For that participants were
asked to choose the instances in which they would buy more industrial or artisanal
chocolate. The findings described below show the occasion for which respondents
purchase artisanal (figure 11.1) and industrial (figure 11.2) chocolate products. It is
notable in figure 11.1 that consumers have tendencies to purchase artisanal chocolate
goods mostly for gifting or when they have guests over. However, there is an important
segment of participants who occasionally purchase artisanal chocolates for personal
consumption. It is interesting to note the discrepancy between both methods of
production. Figure 11.2 shows that industrial chocolates are most of the time bought for
personal consumption and the preparation of desserts rather than offered as a gift, unlike
artisanal ones.
A Chi-squared test was run to determine the significance of the results of the opinion
poll. For the test, the frequency of consumption (i.e. never, rarely, sometimes, most of
the time, always) was confronted to purchasing occasions (i.e. dessert, gifting, guest
invitation, personal). However, because of the similitudes in the results of two variables
(gifting and inviting guests) they were regrouped as one. As a result, the test has shown
a p-value of p<.001 which demonstrates that it is statistically significant for artisanal
manufacturers to consider the purchasing occasions of consumers in their business
model.
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Figure 11.1: Occasions to purchase artisanal chocolate

Figure 11.2: Occasions to purchase industrial chocolate

Finally, Figure 12 reports a synthesis of the reasons for which consumers would choose
an artisanal chocolate product over an industrial chocolate product. For that, the
respondents had to rate by importance four options: price, origins (the provenance of the
cacao), taste, and accessibility (difficulty or not to find the chocolate). Producers 1 and
2, Distributor 1 and Chocolatier 1 have confirmed these results: Taste is the factor the
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most researched during the consumers’ buying process. Producer 1 has mentioned that
its goal is to attract consumers that “didn’t realize [before tasting their chocolate] that
chocolate can be so interesting”. Confirming what has been mentioned previously
regarding the importance of taste to the eyes of consumers. When comparing both
methods of production, the provenance of the cacao is a factor that influences
consumers to purchase bean-to-bar manufacturing rather than industrial. This supports
Squicciarini (2016) as reported in the previous chapter that perceptions of quality matter
in terms of the origin of the raw material. On the other hand, the price factor causes
discrepancies amongst the answers. Different opinions show that price is not
unanimously an element that consumers consider when having to choose artisanal
chocolate over an industrial one.
Figure 12: Reasons to purchase artisanal over industrial chocolate

To conclude this segment, it has been demonstrated that consumers differentiate
between artisanal and industrial methods of producing on several elements. They do not
purchase the same variety depending on the production type. Indeed, industrial
manufacturers are preferred for their milk chocolate, and artisanal manufacturers are
preferred for their dark chocolate which has been described by the literature as higher
quality. Thus, artisanal producers need to focus on savoir-fair and on the quality of the
cacao they use for their products. This allows them to gain comparative advantage over
industrial methods of producing and creates a niche market. The interviews have pointed
out that high-end chocolate products are mostly bought by consumers with comfortable
to high incomes. However, the opinion poll has shown that consumers’ willingness to pay
is between 4.50 and 6 Swiss francs but with several discrepancies in the answers. In
those lines, the survey has also demonstrated gifting is the main reason why people
purchase artisanal chocolate. The goal of this segment was to identify the niche market
in which bean-to-bar producers find themselves in.
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4.3

Research objective 3: Marketing type

This research objective is to determine the most recognized manufacturer and analyze
their marketing and communication tools. Allowing artisanal manufacturers to have
reference tools and to adapt them to grow in the niche market. To begin, Figure 13
displays the brand awareness consumers have regarding industrial and artisanal
producers. For this, participants had to select three chocolate brands they purchased the
most. The results identify the majority of industrial consumption, with the two major
brands Lindt & Sprüngli AG and Cailler SA, who were selected 241 and 214 times,
respectively. These results reflect the size of the multinationals. Indeed, being present
internationally and thanks to the image they built throughout the years, it is not surprising
to have such companies as the most consumed brands of the opinion poll. The value
chain analysis in chapter 2.2.1 defines the position Lindt & Sprüngli AG has in the
international chocolate market with up to 500 shops and 2,500 products worldwide. The
number of goods, stores, and the results of the opinion poll undeniably define Lindt &
Sprüngli AG as a mass chocolate producer.
More focused on the Swiss market, results place Frey AG in the third position of industrial
brands most consumed by participants. As mentioned in the previous chapter, the
manufacturer has 36.8% of market share and represents the main manufacturer in
Switzerland. Being part of the biggest retailers (Migros) in the country and thanks to the
notoriety the manufacturer built over its 60 years of private ownership, Frey AG has
established itself in the Helvetic marketplace with success. Setting an example of the
opportunity to develop a renowned chocolate producing company in the Swiss market.
On the other hand, the results for artisanal brand consumption show visibly lower results
in brand consumption than its industrial competitors. This result reveals the niche present
in the Helvetic chocolate market. As mentioned above, artisanally produced chocolate
is mainly purchased for gifting rather than personal consumption. It is interesting to note
that big brand names with certain notoriety such as Läderach AG, Auer SA, and Favarger
SA are present in the top results of the opinion poll. These brands have been present on
the Swiss market for up to 200 years with international development. However, as
mentioned in the literature review, Läderarch and Favarger SA lack transparency upon
their sourcing of raw material. Thus, positioning them more closely with a streamlined
way of manufacturing. During the interviews, when asked where producers put the line
between artisanal and industrial production, the answers were relatively similar.
Producer 2 mentioned that artisanal producers focus on smaller batches to provide the
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best taste possible rather than industrial producers who maximize the volume of their
batches to gain time and profits on their final products with little to no interest in taste.
Distributor 1 also defined the line between both ways of manufacturing as knowing the
products they are working with because they are present throughout the entire supply
chain.
Figure 13: Brand consumption

The chart in figure 14 shows which advertising tool participants responded to the most.
These results put word of mouth as the most effective tool of communication in both
production types. Indeed, word of mouth remains to this day one of the oldest ways of
conveying a message (Dellarocas, 2003) and is deemed as one of the most prominent
factors affecting consumer behaviors (Daugherty and Hoffman, 2014). Huete-Alcocer
describes the tool (2017, p.1, citing Katz and Lazarsfeld 1966) as “the exchanging of
marketing information between consumers in such a way that it plays a fundamental role
in shaping their behavior and in changing attitudes toward products and services”. Word
of mouth is independent of any commercial influence (Huete-Alcocer, 2017). In other
terms, businesses have no control over it and it could be a liability for them (Yang, 2017).
However, to mitigate this risk and be able to gain more control over managing word of
mouth, companies have given consumers the possibility to write reviews directly on their
websites which can be managed by the firm itself (Vallejo et al., 2015). Word of mouth
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is also a factor that prompts businesses to focus on their image and develop brand
recognition. It is even more crucial for smaller organizations (Huete-Alcocer, 2017)
unable to afford more expensive communication tools.
Figure 14: Marketing tools used per production type

The other tool participants respond to the most is advertising from television and radio.
Because of the significant revenue industrial manufacturers make, they have the
possibility to invest in such publicity opportunities. As mentioned in the previous chapter,
the Lindt & Sprüngli group invests significantly in marketing which explains their notoriety
from Figure 13. The group uses seasonal icons such as the golden rabbit for Easter and
the golden bear for Christmas (appendix 9) with their signature red ribbon on both
animals. It also has the famous Swiss tennis player Roger Federer as an ambassador of
their brand. These emblematic entities are considered to be opinion leaders who spread
the word about the company’s goods, which, in turn, transforms “everyday customers
into brand evangelists” (Kotler et al., p. 171, 2016).
Social media is the third and final marketing tool when buying chocolate as reported by
the respondents. Targeted ads on social media seem to be the main instrument industrial
producers use the most as they can invest substantially in marketing. On the other side,
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artisanal manufacturers have tendencies to spread the word about their chocolate
through their respective social media pages. Indeed, the interviews have revealed that
the majority of marketing is done online mainly through social media and newsletters.
Producer 2 mentioned that its use of online marketing is “not to promote their brand but
to promote their continuous relationship with their partners and bring their clients towards
those sales points.” – keeping in mind that it goes through third-party resellers.
Another marketing tool discussed during the interviews, which was not mentioned in the
opinion poll, is sponsorship or participation in various events. As mentioned in the
previous chapter, industrial manufacturers tend to sponsor events such as the 2019
Golden Globe award sponsored by Lindt & Sprüngli AG. Once more, being one of the
biggest chocolate manufacturers, such companies have the revenue needed to inject
into such marketing. On the other hand, however, artisanal manufacturers rely heavily
on smaller events such as tastings, various fairs, and local markets. These activities
allow consumers to discover more about the product they are eating, and as mentioned
by Distributor 1 “we sell by taste”.
For most companies, marketing is an essential tool to get its brand known and attract
consumers. Thus, to summarize this segment, artisanal manufacturers must develop
their marketing strategy to enlarge their customer portfolio. Industrial companies can
count on their notoriety and brand image to be able to grow internationally. For small
bean-to-bar producers, transparency is crucial in their marketing strategy. This is
possible as they are present throughout the entire supply chain. The most effective tools
to capture consumers are word of mouth, social media, and events. For that, the small
firms have to develop their brand image through packaging, tasting, social media posts,
and other features (i.e. cooking classes).

4.4

Research objective 4: Risks analysis

This objective aims to determine the potential risks artisanal manufacturers could face
when establishing their business in the Swiss industry. The threats presented originate
from the interviews of professional chocolate producers and distributors as well as the
literature review.
Seven major risks that artisanal chocolate manufactures could face in operating their
business are identified and described in this section. These risks are categorized as
strategic, operational, and financial and are, subsequently, ranked and grouped in a risk
matrix based on their impact and likelihood to occur. As a result, a strategy is proposed
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to mitigate the mentioned threats. Building on Charles Salvaudon’s (2019) methodology,
a four-step approach to run effective risk management is suggested to plan, assess risks
(i.e. risk identification), develop a management process (i.e. action plan) and implement
actions according to the desired state – dependent of each company’s structure.

4.4.1 Key risk identification
In this segment, the risks identified in the interview analysis are grouped as strategic –
threats affecting the strategy of the business –, operational – threats based on the
internal management of the company – and financial – threats sustained by the funding
of the firms.
Strategic


Seasonality: The threat is that people consume less chocolate during the
summer period. This is mainly due to the warm weather conditions where
consumers have the tendency to favor fresh products such as fruits and
ice cream rather than chocolate which melts rapidly without refreshing
attributes.



Competition: As stated in the previous chapter, the level of competition in
the Swiss industry is high due to the multinational industrial companies
that dominate 90-95% of the market. This risk is also present in the
artisanal market where the high-end quality chocolate is gaining in
importance with the increase in the number of producers.

Operational


Corporate mismanagement: As mentioned by Producer 3, artisanal
manufacturers often lack managerial skills to launch their business.
Indeed, to be able to launch a company from scratch, significant skills are
needed to be able to cope with the commercial and financial attributes of
managing a firm.



Supply shortages: One of the most important risks discussed during the
interviews was the threat of the lack of raw material. As cacao beans are
mainly sourced from tropical regions, there are several risks associated
with the supply of cacao – for instance: natural disasters, political
instabilities, border restrictions, or health crises such as Covid-19 in 2020.
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Financial


Coping with high costs: Managing the high costs of artisanal
manufacturing can be challenging to cope with. Indeed, according to
Producer 1, the costs of direct trade with the farmers and transporting
relatively small batches of cacao result in a significant cost structure to be
able to cope with and manage efficiently. This implies putting a 95%
margin on products.



Investment funds: As several artisanal start-up funds, initial investments
are difficult to finance. Because of the corporate values of certain
companies (i.e. non-profit oriented), it is more problematic for them to lend
capital to such start-ups.



Loss of autonomy: In the case where an artisanal chocolate producer finds
an investor, there is the risk that the autonomy of the firm will be
decreased or even lost. As mentioned by Producer 2 and in parallel with
what is mentioned above, having investors requires a return on their
investment, which conflicts with their actual business model to prioritize
the value of ethical and environmentally friendly products.

4.4.2 Risk ranking & matrix
In this section, the risks mentioned above are ranked according to the importance and
threat artisanal manufacturers may encounter – A, being the most threatening to G, being
the least threatening to the company. Following is the Risk Matrix, which situates the
threats according to the likelihood of the risk happening and the impact it would have on
the corporation. These risks were ranked and placed on the matrix according to the
insights gained through the interviews with professional manufacturers and distributors.
The goal is to prepare and warn potential artisanal manufacturers about the threats within
the industry.
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Table 3: Risk Ranking

Table 4: Gross Risk Matrix
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5. Recommendation & Risk Action Plan
For this chapter, recommendations will be offered to artisanal manufacturers wishing to
establish themselves or grow in Switzerland’s artisanal chocolate niche market. Based
on the consumer analysis, the various interviews and the information noted in this
research paper, various suggestions can be proposed. These key takeaways serve as
general

propositions

and

ideas

for

bean-to-bar

producers.

Following

the

recommendations, a risk action plan is proposed to allow such companies to mitigate the
threats related to managing an artisanal chocolate factory.

5.1

Recommendation

5.1.1 Focusing on savoir-fair and quality
Throughout this paper, it is mentioned several times that quality is a determining element
in the consumer’s decision-making process. Indeed, as stated in the literature review
and with the interviews, making small batches of chocolate with quality fine cacao beans
gives the chocolate a different and unfamiliar taste. Thanks to a wide variety of cacao
beans, taste properties are very vast. However, to fully benefit from the latter properties,
a certain savoir-faire is necessary. Unfortunately, as bean-to-bar production is rather
new, training and information on the subject are scarce. Nevertheless, as most interviews
answered, trial-and-error is one of the only approaches to obtain a desirable result.
Keeping in mind that quality in taste, marketing, and ethics are crucial for an effective
outcome.

5.1.2 Being patient in building a name
As illustrated by big artisanal producers such as Favarger SA and Läderach AG,
notoriety is essential for the longevity of the firm. However, such a reputation is built over
numerous years. This is displayed in the opinion poll, where 10% to 17% of participants
consume products from artisanal producers and chocolatiers such as Auer SA and
Läderach AG. This can be explained by the reputation those firms built over several
decades. Therefore, it is important to remain patient in building a name for the company
to avoid the skipping steps in the course of action. Keeping in mind that trends in food
consumption are changing and new movements are appearing. Indeed, with the demand
for fine cacao increasing, artisanal producers can gradually benefit from such behavioral
changes.
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Storytelling about the company’s origin and products is an important tool to build a name
for the firm. According to Moskowitz (2020), “storytelling is creating memorable
touchpoints for consumers to relate to”. For that full transparency in telling the brand’s
story is essential to gain trust and attachment from consumers. Moskowitz (2020) also
mentions that one needs to invest time in creating the company’s vision rather than
having a team of experts do it rapidly. Establishing a brand implies creating elements
consumers connect with and come back to, along with their decision-making process
(Moskowitz, 2020). Most importantly, it is the experience offered by the brand.

5.1.3 Building a community around the product
A brand community is developed based on an attachment to a brand or product. As
mentioned by Roberts (2003), “their voluntary membership in that community is created
because your brand possesses values they identify with.” Thus, building a community
around a brand is important for maintaining consumer loyalty and developing word of
mouth. The goal is to transform – as reported from Kotler (2015) in the previous chapter
– “everyday customers into brand evangelists.” (p.172). It has also been displayed in the
data analysis, that consumers use mainly word of mouth to express their satisfaction with
a product. Hence, developing an effective brand community will allow artisanal producers
to nurture their brand image and advertise their products “for free” through word of
mouth. In turn, spreading the word about the firm’s products can increase the consumer
portfolio.
However, to increase visibility and build/maintain the brand community, the interviews
mentioned several marketing tools to be employed. First, social media allow the
producers to be fully transparent about their product which builds trust. Consumers can
interact and react directly with the firm through such platforms. Also, they can be aware
of any new product or stock replenishment, creating a sense of belonging to the company
and involving consumers in the firm’s journey (Moskowitz, 2020). Second, by being
present at various events, artisanal producers allow consumers to discover and
appreciate their products and the story behind the bean-to-bar movement. Potentially
increasing the firm’s customer base. A third interesting tool to implement is a chocolate
subscription whereas consumers can receive new products or a variety of products
monthly, quarterly, or annually. Because gifting is one of the main occasions for which
artisanal chocolate is purchased, this could be appealing for consumers to offer to family
and friends. In turn, there is the possibility that the latter develops the brand community.
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The key takeaway of this recommendation is to have “brand evangelists” help in
changing the paradigm of chocolate consumption. By creating new tastes and new habits
for quality chocolate products.

5.1.4 Changing people’s perception of chocolate
This recommendation is related to the perception people have of chocolate and is more
conceptual. The significant issue mentioned throughout the interviews was the lack of
knowledge people have about chocolate. Very few know what the cacao fruit looks like,
how it grows, where it comes from, how chocolate is made, or the difference between a
chocolatier and a chocolate producer. Thus, thanks to the new trends in consumption,
the goal is to change consumers’ mentality in appreciating chocolate differently. This can
be done by initiating – through various events and tastings – people to the taste of
artisanal chocolate. As presented previously, taste is an important factor in the
consumers’ decision-making process, and to refer to the co-founder of Distributor 1
“selling is done through tasting”

5.1.5 Staying aware of the risks and how to mitigate them
The risks described in the previous chapter must be acknowledged at every stage of the
company’s lifecycle. As they can put in peril the entire organization and may cause
important financial losses in cases of mismanagement. Hence, by being aware of the
risks and how to mitigate them, threats can be avoided or minimized in case of
occurrence. Certain risks are more complicated than others to manage. However, by
being mindful of their existence, their impact on the firm can be reduced.

5.2

Risk Action Plan

The goal of this section is to offer a strategic plan with several ideas to mitigate the seven
risks described in the previous chapter. This strategy offers four types of action to assess
risk: reduce, transfer, avoid, or manage, defined as: prevent the probability of the risk
happening, reallocate the threat to a third party, change the method to avoid the risk, or
safeguard any asset from incurring the threat. The following action plan recommends
ideas to prevent the risks from happening or to lower their impact on the company.
Supply shortages
Avoid: Due to the volatility of the raw material, this threat demands thorough planning
and anticipation. Most importantly, it requires good relationships with cacao farmers.
Indeed, by nurturing the connections with the suppliers they should have no reason to
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cut supplies from arriving. However, in the case of border issues, or a natural disaster
that affected the supplier, one should have the possibility to work with more than one
supplier (Montandon, 2017). Not basing all the operations solely on one entity. In other
words, having a developed supplier portfolio offers the possibility to simply switch from
one to another in case of an issue.
Regarding the supply forecast, the planning pyramid in appendix 10 effectively
synthesizes the horizons that are necessary to be able to secure the availability of
different types of resources (Wilson, 2018), whereas every level represents a different
type of planning. The top-level is the long-term capacity plan where forecasting is based
on the business plan (i.e. new product line, new market, or new partnerships) and is
forecasted annually for three to five years (after which the planned activities should be
operating). The second level represents the tactical horizon where modification of
production processes is entailed (i.e. hiring or changing work methods). This is
performed monthly for twelve to eighteen months. The third planning level focuses on
the operational horizon where one should manage production and distribution priorities
(i.e. hiring temporary workers or coordinating supply). Planning for this level should be
done monthly for four to six months. The bottom level of the planning pyramid shows the
execution horizon which sets daily priorities for up to 2 to four weeks (i.e. managing
production quality or ensuring production schedules).
Seasonality
Reduce: This risk is unavoidable for bean-to-bar producers. Indeed, the interviews have
demonstrated that in summer, chocolate consumption plummets. This threat can be
reduced by compensating the seasonal effects with various revenue streams. For
example, organizing more events during the high period to be able to cope with the
seasonality effect, offering promotions, or creating various experiences consumers could
benefit from. Nevertheless, that period could also be beneficial to set up new
partnerships or a new product line that coincides with the warm weather. For instance,
having ice cream lines or a partner selling that kind of product. Related to the previous
recommendation, directly targeting the brand community could help cope with the impact
of summer.
Corporate Mismanagement
Avoid and Transfer: The threats of mismanagement of the corporation could cause
serious damage to the company. Therefore, it is essential to have the right tools in hand
before launching the business. To avoid losing control over the firm, several options can
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be taken into consideration. On the one hand, one could delegate the workload to a third
party, for instance, a fiduciary that could perform the administrative and accounting tasks,
allowing the founder to focus entirely on the operational work to be performed. On the
other hand, before starting the business one can follow management training by
attending classes or online. This will provide the necessary knowledge to efficiently run
a business.
Coping with high costs
Avoid: High costs can be an obstacle in managing the corporation’s financial liquidity. A
solution proposed by Producer 1 is the increase in the product margin to flatten the
impact of the costs, transferring the costs to the consumer. Personnel is also an element
of high costs, thus by avoiding having underutilized personnel prone to increase costs, it
may be preferable to allocate more responsibility to one or two people. Another
recommendation is to order bigger batches but less frequently. Consequently,
transportation costs will decrease.
Investment funds
Reduce: During the interviews, it had been mentioned that there is a lack of investment
funds from the bank as most bean-to-bar producers are not profit-driven but rather ethicdriven. To cope with such a risk crowd- and seed- funding can be established through
various online platforms – Such as kickstarter.com, wemakeit.com, venturekick.ch, and
many others. Crowdfunding offers a large number of people – through social media and
websites – the possibility to participate in financing the capital for a new venture. Bringing
lambda people to invest in entrepreneurs’ ideas. On the other hand, seed funding is the
type of capital used in the creation of a start-up. The funding is given by private investors
– such as family and friends – in exchange for a piece of equity or a share of profits.
Competition
Manage: The threat of competition is high in the Swiss chocolate industry. Even more
so with the new trends in food consumption taking place. Nevertheless, there is still an
opportunity to build a business in the artisanal niche market. The bean-to-bar movement
is not a ferociously competitive environment. Indeed, producers tend to help other
producers who share the same values in their surroundings. The goal of the movement
is to change the consumers' perspective about chocolate. Nevertheless, as mentioned
in the second chapter, a competitive advantage is to be developed within the niche
market. For that one needs to focus on providing higher levels of personal and quality
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services, specialist expertise, and regional know-how to implement themselves in the
niche market (Lynch, 2015), whilst targeting their brand community.
Loss in autonomy
Avoid: Related to the previous recommendations, having investors may result in losing
autonomy and corporate culture because a return on investment is expected. However,
by going through crowd- and seed funding or by financing the business with personal
capital, the company can achieve the necessary freedom to remain faithful to the
company’s value proposition.
Table 5: Net Risk Matrix
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6. Conclusion
The goal of this research paper was to characterize the elements consumers perceive
and retain during their decision-making process in purchasing chocolate. Thus, allowing
existing and new artisanal chocolate manufacturers to better understand consumer
habits and how they [the producers] could seize the opportunity of the changes in food
consumption trends to implement themselves in the Swiss bean-to-bar niche market.
Throughout this thesis, a theoretical insight of the chocolate industry was determined
with various analysis from a macro to a micro-level of the industry. It has been exhibited
in the PEST outcome that the most affected on a macro level is the cacao suppliers.
Indeed, as most of the harvests are in developing countries, political instability and price
variations impact significantly the commodity which is the primary or sole source of
revenue for certain countries. However, opportunities with new sustainable business
models and technological advancements allow the crop to benefit from more ethical
methods of producing. Regarding the chocolate industry, this paper has shown that most
of the chocolate consumed is considered as low-end quality (85%) with Switzerland
being one of the largest consumers (10.4 kg per capita). Nevertheless, artisanal
manufacturers can seize to competitive advantage by focusing on producing high-quality
levels of chocolate for their target segment rather than for the mass market. Thus,
creating a niche in which they can aim at increasing the demand for fine cacao
chocolates. Yet, the literature lacks precise insights in this field which can set back
artisanal producers in establishing their business.
To fill this gap in the literature, empirical data was collected through quantitative and
qualitative approaches. Giving insights into a poll of four hundred consumers regarding
their consumption preferences and habits. Also, several interviews with existing
chocolate producers, a chocolatier, and a chocolate distributor were conducted to better
understand the supply side of the industry. This data showed that 15% of consumed
chocolate is produced artisanal and that dark chocolate is preferred for that method of
fabrication. The consumer profile was better described by the interviews as people with
comfortable to high revenue streams who tend to offer artisanal chocolate as a gift. The
data demonstrated that there are several marketing tools that consumers respond the
most to which are relatively simple to grasp. Keeping in mind the seven risks identified
and mitigated.
The results and discussions of the gathered information gave way to five
recommendations and risk analysis for the artisanal producers to employ in their
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business model. As mentioned throughout this paper, quality in taste and services is an
essential element for consumers.
Thus, artisanal manufacturers need to focus on delivering quality through their knowhow and the story they tell. Thanks to the type of fine cacao used in bean-to-bar
manufactures, artisanal chocolate can have several various tastes. Therefore, through
trial-and-error, artisanal chocolate producers can participate in changing consumption
habits with qualitative goods.
Nevertheless, as most established big organizations, building a name within the industry
is a timely process to cope with. For that, artisanal producers must be patient and avoid
skipping important steps. This time allows them to focus on storytelling their brand. This
implies being fully transparent with consumers for them to gain trust and connections
with the brand. The goal is to offer a memorable experience to which they can attach.
In parallel, a community is built around the chocolate making firm. The target of this
recommendation was to nurture the brand image through “brand evangelists” who share
their positive experience and remain loyal to the company. Thanks to the competitive
advantage set in the organization’s business model, one can develop its community with
tools such as social media, tastings and events, and chocolate subscriptions. By having
such a community, word of mouth can have a significant impact on the company’s
expansion of its customer base.
The following recommendations represent the founding value proposition of all the
interviews which is to change the people’s perception of chocolate and better inform
consumers about the entire chocolate experience. This is slowly changing thanks to the
new trends in food consumption where people are more curious and concerned about
the provenance of their products. The overall goal is to develop and expand consumers’
taste towards artisanal chocolate as most have little information about the variety of
tastes chocolate can have.
In conclusion, this study has shown that artisanal chocolate is a relatively new trend with
low restrained knowledge and little experience. Therefore, consumers have to be
informed of the quality virtues that bean-to-bar products can bring ethically and
gustatorily. However, to integrate such an endeavor in the mentality of consumers
demands time, effort, and involvement in the bean-to-bar movement. Which leads to
another question: until what point consumers are ready to change their consumption
habits? Further research should strive to provide an answer to this challenging question.
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Next, it would be interesting to analyze the development of new food consumption trends,
from an ethical, social, and environmental point of view.
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Appendix 1: Fragility states index 2020 map
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Appendix 2: Interview script
Topics of interest
-

Artisanal
o According to you what differentiates artisanal chocolate than an
industrialized one?
o What made you choose the manufacturing of chocolate products?
o What unique quality do you offer that industrialized do not? Why?
 Origins
 Ethics
 Packaging
 Taste
 Experience
 Other criteria
o Which one(s) are the most important for you? Why?
o With what type of chocolate bean do you produce?

-

Market
o Which market do you serve? Why?
 Local (Canton)
 National
 International
 All
o Would you consider the artisanal chocolate market to be a niche market?
Why?
o What primary expectations do you have regarding the selling of your
products?
 Fame
 Money
 Customer satisfaction
 Conveying a message of sustainability

-

Consumer behavior
o Do your customers live nearby or further away?
o What type of chocolate do your consumers consume most (bars, color,
praline)?  Why?
o Have you noticed an age average where consumers buy artisanal
chocolates? Age-based specific patterns? Why?
o What kind of feedback do you receive from your clients? What are their
most common expectations/requests?

-

Marketing
o How do you promote your products? Why?
 Online (social media, website)
 Shops
 Events (courses, fairs, etc.)
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o
-

Funds
o
o
o
o
o

 Other
To what type of marketing do consumers respond the most? Why?

What difficulty(ies) are there in obtaining funds for such a business?
Is there any subvention for selling ethical products?
Is there enough demand to be profitable in the market?
What are the main risks of running such a company?  Why?
On what do you base the price of your chocolate?  Why?
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Appendix 3: Interview Producer 1 summary
General
Producer 1 is a Zurich based chocolate manufacture founded by four chocolate
aficionados. This interview was done with one of the co-founders. The company’s
founding goal as mentioned is “to do a transparent chocolate factory in the center of
Zurich or in the center of any urban place, with the idea to bring craft back into the city”.
Where their vision is to be the main artisanal chocolate factory in Switzerland, their
mission is to create a chocolate with character and full transparency.
Artisanal
Their idea of creating a transparent chocolate company was because nowadays, people
“know nothing about it [chocolate] if you ask people about how the fruit look do like how
is it made people don’t know that much”. Their transparency is all around their supply
chain going from the amount they pay for their farmers but also the possibility to visit the
factory and see how the chocolate is made.
Within the big artisanal manufacturers, the co-founder put companies such as Favarger,
Läderach, and Felchlin on the limit between artisanal and industrial making as they set
their price point quite low but are relatively small companies compared to enterprises
such as Nestle, Mondelez and Barry Callebaut.
Regarding the difference between artisanal and industrial production the interviewee
mentions that it is mainly related to price – where artisanal is more expensive due to
smaller batches but more qualitative – and the ingredients used in the manufacturing –
where most industrials don’t use cacao to its full potential (loss in aromas) or replace raw
material such a cacao butter by milk butter to reduce costs or even the manual way that
artisanal companies work.
Marketing
Producer 1 ‘s marketing strategy is to reach out to consumers by flavor. Not only by
promoting fair trade and environmentally friendly production. This is because they think
that they wouldn’t be able to reach as many people as they wish to. Also mentioning that
labels and certifications are not transparent enough to be trustworthy.
According to the co-founder, to have a factory/store in the center of the city would be
ideal for them as they “believe that is can transport value or communicate value if people
see the way we work when people come in to do the chocolate tours.”. This would allow
them to make more money with the direct margins they charge by selling directly through
their store. Because they are selling online, at their factory and through third parties who
take a commission on the products. Thus, lowering the margin. There are pains and
gains from selling through other shops. One of the pains is that their products are not as
well-conditioned as if they would sell them. However, the gain is that it gets the brand
out for recognition. Which can become a pain is the third parties don’t put the products
in the spotlight.
The other tools they use to reach out to their consumers is mainly social media, but also
newsletters for the older generation that are not on social media (+70). They are present
in several local markets and organize events in and out of the factory for public and
private happenings.
Market
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Because cacao is a commodity, industrial companies buy it where it is the cheapest. The
co-founder points out the fact that there is not a very good incentive to produce well,
because ironically if a farmer produces a lot of cacao, the price goes down. Therefore,
the company supplies the crop through direct trade with the farmer. Allowing a larger pay
per kilo and ensuring the good working conditions for the farmers. Which often
certifications cannot ensure efficiently.
Producer 1 concentrates for the time been on serving principally the Zurich market as
they are a relatively new company. This is mainly due to the small capacity of the
company. Another factor of them concentrating their sales in Switzerland is because of
their packaging that isn’t airtight enough. Hence, their products lose their quality after a
few months which isn’t ideal for the logistics of selling internationally.
Consumer behavior
Regarding the cacao varieties, the interviewee mentioned that the big industrial
companies promote only three varieties of chocolate even though there are many others.
Unlike wine, consumers don’t care much about where the cacao comes from whereas,
for wine, it is always written (Bordeaux, Valais, etc.). Along those lines, there is also the
sustainability message that some producers try to pass through their products. Doubting
that consumers make their buying decision just for that cause.
Another thing the co-founder pointed out was the fact that “We [consumers] don't spend
enough money on food, or we don't see the value of good food”. Where the explanation
is that “this due to WWII where the goal was to make food accessible to everyone and
creating industrial ways of processing food without paying attention to the health of the
people who eat it and the health of the environment.”.
Concerning the perception of consumers on the new environmental trends going on,
acknowledging the fact that there is a shift but “very slow and mostly in urban areas
where people have enough money to spend more on food.”.
By having on their logo, “Zurich manufacture” they noticed that potential consumers from
other cantons don’t buy their products because of the Zurich made indication. However,
they are thinking about changing it to Swiss made, to represent the origins.
The company’s target consumers are not very specific to an age category; however, they
aim at finding people that “didn’t realize [before tasting Producer 1 chocolate] that
chocolate can be so interesting.”. They have defined their customer segment as “people
between 20 and 99, women and men, living in urban areas of Switzerland, that are
educated [with a university degree] and people that are aware of what they are
consuming.” One of the main customers of Producer 1 is restaurants as they buy either
big bags of chocolate 1kg or small bars to go with the coffee. Their bestseller for
business-to-consumer is the chocolates with the most flavors.
Finances
The financial strategy of the company is to have employee’s costs limited to 30% of its
total revenue. This allows them to pay the necessary salaries while purchasing raw
materials.
The difficulties they face regarding the investments are mainly to find a bank or investors
that accept the fact that “Producer 1 is not profit-oriented company because they don’t
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want to have to press a price on farmers.”. They focus on commonwealth where their
goal is to do good to the environment, their farmers, and the society, rather than making
a profit.
The risks they were able to identify is that chocolate is part of the high-priced products,
whereas it is considered as a luxury good. Also, the seasonality risk where in summer
demand is considerably lower. Additionally, the risk of natural disasters that could
destroy entire cacao farms.
Regarding the pricing of their chocolate, most of their direct cost go to transport. This is
because they transport small quantities. They have relatively high costs because of their
direct trade with cacao farmers. So, they have to consider the whole transportation,
manufacturing, and packaging costs. Hence, to be able to cope with these costs, they
put a 95% margin on their products.
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Appendix 4: Interview Producer 2 summary
General
This interview was conducted with one of the co-founders of Producer 2. With no
background in the manufacturing of chocolate, the founders reconverted careers to build
this chocolate factory in 2017. They decided to build this enterprise to follow a long-lived
dream and because they had discovered the possibility to create their chocolate from
scratch. To learn the job of a chocolate manufacturer they had to educate themselves
with the help of some of their contacts because there is no training in the chocolate
manufacture in Europe. Producer 2 is installed in Geneva because the founders live in
that canton and have their entire network there. The organization is composed of only 2
workers (the founders) and sells solely through e-commerce and 30 partners (third-party)
resellers in the French-speaking part of Switzerland.
Artisanal
The interviewee differentiates artisanal production from industrial production by several
points. The first factor is that the cacao used in industrial production is very difficult to
trace. Thus, “even with labels, they cannot fully certify that the land and the workers are
correctly respected”. The second component referred by the co-founder is that industrial
producers “uniformize the taste of chocolate”. Whereas “during their roasting process
they eliminate all the inherent taste characteristics of cacao”. Lastly, they mention that
industrials “maximize the volume of their batches to gain time on the finale product.”. On
the other hand, artisanal producers focus on smaller batches to provide the best taste
possible rather than industrial producers who maximize their profits with large batches
and little to no interest in taste.
A very interesting point pulled up is that there are more than 120 varieties of fine cacao
around the world. The definition of fine cacao is “cacao that has taste, that has
personality and that has an intrinsic value that lambda cacao [Forastero] doesn’t have.”.
Pointing out the fact that this fine cacao represents 5% of the global production.
According to the co-founder, the main reason why most industrial manufacturers use the
Forastero is that the other varieties (i.e. fine cacao) are considered as low yield
commodities. Thus, Producer 2’s fine cacao beans come from South America and
Madagascar. Areas where work and environmental ethics are more traceable. Producer
2 sells only dark chocolate to “valorize the raw material [cacao] at the purest level
possible.”. In the making of their products, the main focus is to use the best fine cacao
possible. Hence, it has to be ethically produced and sustainable no matter what the price.
Their other focus is on the roasting process. Because “without the right machine and
operator, the roasting will not be as precise [in quality/taste] as one may wish to obtain.”.
Marché
Producer 2 uses third-party retailers to sell their products. However, these retailers have
to be aligned with the principles of the company. Hence, the retailers are companies that
promote values such as ethical sourcing, environmentally friendly, and traceability of
their products. They decided to sell through third parties because it is very difficult for
companies such as Producer 2 to open a frontend store in Geneva, due to the costs of
rent, the weight of the machines, and the inconveniences caused by the fabrication of
chocolate.
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This company has for goal to satisfy their clients that are adept to their values, so that
“after eating their chocolate they say ‘wow’”.
Consumer behavior
The co-founder categorizes their clients mainly into several segments. Some people are
more sensitive to the quality of the chocolate. Some are more fascinated by the
“personality of the chocolate”. Some others will be attracted by the packaging and the
final segment being consumers who are receptive to the values of the company.
However, thanks to their partners set in touristic areas of Geneva, they can sell their
products to consumers internationally. Producer 2 doesn’t have one product that sells at
best, because it depends on “everyone’s taste”.
According to the co-founder, there is a change in the paradigm of consumption. Whereas
“since the 2008 crisis, consumers have a sensitivity to the values, the transparency, the
production philosophy of the company, and the idea of paying for the quality of the
product.” However, they haven’t been able to determine the main justification of why a
consumer buys Producer 2’s chocolate.
Marketing
Their main marketing strategy was focused on its packaging. Whereas they want to
represent their company to the fullest in the most the simplest way. However, they still
count on social media and newsletters, “not to promote their brand but to promote their
continuous relationship with their partners and bring their clients towards those sales
points.”. They also use events (i.e. tastings) in their partner’s shops to allow clients to
discover their retailers and their products. Producer 2 doesn’t attend markets or other
events to avoid competing with its partners.
The co-founder has specified a level at which they can capture consumer purchases.
This is the emotional level, whereas consumers buy their chocolates after having met
the manufacturer (during tasting events). It is explained by “the enthusiasm of the
consumer will be higher when meeting the producer than when reading a press article
because he/she is in the emotion of the moment.”. Keeping in mind that “their tasting
events don’t have the objective to sell but rather to be able to raise awareness on the
company’s values”.
Finances
Producer 2 has no investors and is fully funded by their personal economies. Their choice
to not have any investors is mainly due to “loss in autonomy” caused by being financed
by such entities. In other words, because investors demand yield, Producer 2 would not
be able to follow their actual business model which is to prioritize their values.
Nevertheless, investors are interested in an artisanal chocolate manufacturer such as
theirs. Because of the distinct business model that the company built, according to the
co-founder. Also, according to them, there is a demand for products fabricated by
artisans.
The main risk that Producer 2 faces are the poor management of their treasury but also
the potential lack of raw material. This is becoming the case with the COVID-19
pandemic that closes the border; thus, cacao beans cannot come to the factory in
Switzerland.
The price of their chocolate is based on the kilo of raw material they import. But this price
varies from one variety of cacao to another. They add to that the transportation, custom
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clearance fees, and the margin of their resellers. Whereas Producer 2 has a lower margin
than its resellers. The firm owners base their remuneration “the possibility to be fully
transparent on what they do”.
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Appendix 5: Interview Distributor 1 summary
General
This interview has been conducted with one of the co-founders of Distributor 1. With no
background in the chocolate industry, the interviewee, and his associates partly
reconverted careers to build this chocolate retailing company in 2018. However, they
continue working in their respective jobs. The idea was inspired by a store in Geneva
that retails beer and spirits from around the world. Thus, they decided to develop this
concept for bean-to-bar chocolate manufacturers. They specialized in supplying
chocolate makers because of the taste originality that can be found in this niche market.
Distributor 1 is solely focused online, for the moment, because most of their target
segment is urban consumers. Hence, because of the price of housing in major cities,
they preferred to reduce their costs. The company is composed of 2 workers (the
founders) and a shareholder and has a selection of 14 bean-to-bar chocolate makers.
As many of those small artisanal chocolate producers, they had to learn the job from
scratch and on the go.
Artisanal
According to the co-founder, an important barrier regarding chocolate making is the fact
that consumers (but also some chocolatiers) are not aware of how chocolate is made,
where it comes from, and the presence of artisanal manufacturers, unlike in the wine
industry. Because of the newness of the niche market, the interviewee mentions that
artisanal manufacturers set their prices according to chocolatiers because consumers
would not accept to pay more than the prices of that market. Meaning that the margins
set by makers are considerably lower than they should be.
He places the line between industrial and artisanal to the point where artisanal
(specifically bean-to-bar) producers know the products they are working with because
they are present throughout the entire supply chain. During his observations, the cofounder has noticed that there is “a second wave [of interest] where chocolatiers that
want to learn how to make chocolate”. For him, artisans offer diversity, authenticity, and
transparency that most industrial and couverture producers do not and cannot propose
due to their large supply chain.
Distributor 1 focuses on identifying as precisely as possible the provenance of the cacao
beans that their suppliers work with. Allowing them to delete the labeling that one type
of bean is better in this or that region. But also, highlight that not all cacao production
comes from the same unique area. For that, they work mainly with Swiss and European
producers, but also a few from further countries because, for him, every region has
different ways of making chocolate.
Market
The company is mainly selling in the French-speaking part of Switzerland and more
generally in French-speaking regions around Geneva. He explains this by the different
cultural trends present in global markets. Whereas the more northern the cultures the
more preference for products with added sugar or milk. However, on the opposite, the
more southern (and Latin) the culture, the further preference for robust foods with strong
tastes. But also, according to him, in an artisanal way, dark chocolate in the first step in
the learning process and is already difficult as is his. Hence, the majority of offering for
dark chocolates.
They initially decided to sell through third-party distributors to be able to rapidly develop
a network and sell in higher volume. But finally decided to avoid that distribution channel
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because of several issues. The first one is that they did not want to compete against their
partners who are often looking for new places to display and sell their products. The
second reason is the selling conditions who are not always optimal for the chocolate –
where temperature variation can affect the chocolate – and they did not want to
encumber their brand image because of that. The third reason was the unspecialized
opinion that could have been transmitted by a vendor who does not have enough
knowledge about the product. The final explanation was the difficulty to supply those
distributors with the small stock and workforce that the firm has. Even though they do
not deny this model for the future, they rather prefer working on developing themselves
in more international markets, with the goal to open a storefront and franchise their
company to access a wider range of markets.
Consumer behavior
The co-founder was able to describe his consumer profile as someone urban (living in
big cities), between 30 and 50 years old with a comfortable to high revenue. He links the
artisanal chocolate consumption to consumers with an important buying power. They
also have an older segment of consumers but who answer more directly to their events
due to the online barrier.
The interviewee defines two types of expectations regarding bean-to-bar chocolate. The
first one being a consumer – that is already sensitive to a sustainable consumption –
who is in the search of knowing where the raw material he eats comes from. The next
one is a consumer that is curious to discover new ways of producing and new products.
He also mentions a trend that is established which is to “how to better eat”.
He noticed that the tendency for consumers to buy artisanal and local is present in that
market since the majority of the chocolate they sell comes from Swiss producers. But
also due to the high-quality reputation the Swiss chocolate has.
Marketing
The marketing strategy they concentrate the most on is online presence (social media,
press, and Qoqa) and the events that they attend such as fairs and markets but also
events organized themselves which consists of degustation where he stated that “we sell
by tasting”. Word of mouth was very important for them during the launch of their
business.
Distributor 1 offers a subscription program where consumers can subscribe to receiving
three chocolate bars – from various producers – per month for 3, 6, or 12 months. This
allows them to increase their visibility, especially through gifting.
Regarding his supplier, he described two types of communication strategies. On the one
side, there are the producers who work on their social and environmentally friendly image
– where their packaging is recyclable and/or organic. And on the other, the producers
who highlight the aesthetics, high-class aspect of their product – mainly through their
packaging.
Finances
Distributor 1 has no investors and is fully funded by their economies. According to him,
investors are not interested in distributors such as their company but more by the
producers themselves. Additionally, he informs that there are no subsidies for artisanal
producers from any governmental entity because of competition quality issues. Because
they are very transparent an open-minded with their partners, putting low margins to
avoid drowning them in costs.
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For the moment, the company is not making any profit due to the young age of the firm.
However, according to co-founder, the market is in significant growth et expects to inject
any profits back into to company for its development. Keeping in mind the potential risk
of supply shortages, especially during the sanitary crisis, but also due to potential
mismanagement of their partners.

Chocolate industry: The effects of consumer preferences on bean-to-bar chocolate producers
Oscar GIBBONS

68

Appendix 6: Interview Chocolatier 1 summary
Artisanal
Chocolatier 1 was founded in 1939 in Geneva and has been handed down through five
generations. The current managing director has been interviewed for this study. It is
considered to be an artisanal chocolate factory because it has only one salespoint (in
Geneva). In addition, chocolate specialists operate in making all handmade products.
Another factor that defines artisanal, according to Chocolatier 1, is the fact that these
products are made to be consumed in a relatively short period. Unlike industrial products,
which can be preserved for longer periods because of additives. According to Chocolatier
1, a craftsman also offers a popular family service where customers can be in direct
contact with producers to ask for advice, personalize their choice of product and other
services and get the recognition they don't get with industrial chocolate. Regarding the
origin of the couverture, the managing director preferred not to disclose his suppliers but
confirms it comes from France and Switzerland.
Marketing
This chocolatier does not believe in a striking advertisement. Apart from a few annual
publications in newspapers, it concentrates on the development of word of mouth, which
is passed on from generation to generation. Chocolatier 1 is banking on the fact that the
shop is in the center of Geneva and that it is renowned throughout the canton and the
world to focus less on marketing. Consumers buy from him because they know they will
get value for their money. He places their chocolates as luxury products because they
are handmade by specialists. But also, because they are made with top quality products
and that they sell exclusively chocolate without selling any other chocolate products (i.e.
croissants, cakes, ice cream, etc.). So, thanks to the fame of Chocolatier 1, it can do
without making too much effort to promote their products.
Market
Chocolatier 1 concentrates on staying in Geneva to keep the exclusivity of their products
in the luxury image they wish to have. Having tried to expand internationally, the
company was not satisfied with the result. Because, for the managing director, the shops
that resold their products internationally did not have the same selling criteria as the one
imagined by Chocolatier 1.
Consumer behavior
The flagship product of Chocolatier 1 is the “princess almonds” (caramelized almonds
coated with milk chocolate and cacao powder) because it has a taste that everyone likes.
They do not necessarily have a typical customer profile because their clientele is varied
between individual consumers, local companies that buy in large quantities to offer to
their clients and tourists.
Finances
Since the managing director is not the founder of the chocolate factory he does not know
if it is difficult or not to obtain funds for an artisanal business. On the other hand, he notes
that there is a strong interest from wealthy people to invest their money in a quality craft
business. Chocolatier 1 is very much in demand because many founders of artisanal
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businesses do not have a sufficient management basis to run such a business, according
to him "you don't invent yourself as a business owner overnight". Therefore, this brings
a lot of customers to Chocolatier 1. He also warns that one must be careful about the
price set (especially in Geneva). In the sense that it must reflect the quality of the product.
For his flagship product, he sets a higher margin for more quantity. In other words, he
puts a higher margin on a 500g box than on a 100g box.
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Appendix 7: Opinion poll script
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Appendix 8: Production method preferences

Source: Internal
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Appendix 9: Lindt’s Golden Rabbit and Bear

Source: WoolWorths 2020

Source: Lindt & Sprüngli 2020
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Appendix 10: Planning pyramid

Source: Wilson Phil, 2018
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