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Abstract

Nestlé, by launching the Nescafé Plan in 2010, committed to higher levels of corporate social
responsibility, by aiming to reduce the impact of its supply chain operations on the environment
and in observance of human rights. The teaching note provides the reader with an overview of
how improved supply chain transparency practices positively impacted the programme’s
achievements. It also elaborates the key factors leading to such practices and alternative

solutions for future improvements
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CASE-STUDY
Nestlé Leading the Change into Sustainable Food Systems: The Nescafé Plan

In 2007, Nestlé adopted Creating Shared Value (CSV) as the company’s sustainability strategy
with the vision of creating not only economic, but also social and environmental value through
its business activities. To achieve this, multiple goals were established, and several initiatives
were put in place to enhance the firm’s market position whilst helping communities and
preserving the planet. At the end of 2009, the new strategy already yielded some great
accomplishments in areas such as Nutrition, Water and Environmental Sustainability as well as
Rural Development, providing the first steps into creating value for all stakeholders. However,
Nestlé realised that further commitments in the sustainability areas would be necessary to
achieve long-term success as a market leader in Nutrition, Health and Wellness (Nestlé n.d.).

By analysing Nestlé’s business operations, numerous problems arose requiring more effective
solutions, closely related to the sustainability of the company’s supply chain. Above all, the
sourcing of raw materials, such as cocoa and coffee, stood out as one of the most essential
activity and reported the highest environmental impact. The significant damage resulting from
agricultural practices in terms of greenhouse gases (GHGs) emissions, water usage, soil fertility
and biodiversity loss, as well as the social issues related to the livelihood of farmers and their
communities, required urgent action. At the same time, the tendency to develop sustainable
food systems capable of providing quality nutritious food while also being environmentally
sustainable was flourishing, motivated by the increasing number of challenges related to
precarious food security, influenced by the climate change, and population growth (BCFN
2010). In addition, consumers’ demand for sustainable products rose, exerting significant
pressure on multinationals enterprises (MNES) regarding the accountability for their actions

(WBCS 2008).
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Marcelo Burity, the Commodity Procurement Manager of Nescafé global, met Stefan Canz,
Sourcing and Sustainability Reporting Specialist, and Orlando Garcia, the Commaodities Supply
Development Manager and Coffee Expert, who were the two main people responsible for the
Sustainability Agriculture Department at Nestlé in 2009. By acknowledging the situation, they
started to discuss the need to develop a globally integrated strategy to optimize the brand’s
value chain leading to several questions: (1) How would it be possible to increase the
traceability of the coffee value chain to ensure responsible sourcing as well as the raw material’s
quality and safety? (2) How to improve farming practices to increase production while
diminishing the negative environmental impact throughout supply chain operations? (3) How
to improve the living conditions of farmers and their communities to ensure the future of coffee
supply? (4) How can Nescafé ensure accurate impact assessment? Following this, one greater
question arose: how can Nestlé lead the global transition to Sustainable Food Systems (SFSs)
by optimizing its value chain?

Nestlé: the Good Food, Good Life company

Nestlé was founded in 1867 by Henri Nestlé, a German-born pharmacist who launched one of
the first infant formulas - “Farine Lactée” - in Vevey, Switzerland. In 1905, the company
merged with the Anglo-Swiss Condensed Milk Company, a condensed milk producer
established by the US brothers Charles and George Page in 1866, forming what is now the
Nestlé Group (Nestlé n.d.). Throughout the 20™ century, Nestlé mostly diversified its product
offering through acquisitions of other companies across the world, as well as by investing in
continuous innovation.

Today, Nestlé’s portfolio (see Appendix 1) includes products from the most diverse categories,
namely powdered and liquid beverages, pet care, nutrition and health science, prepared dishes
and cooking aids, over to milk products, ice creams, confectionery and bottled water (Nestlé

2022). The company’s mission — “Good Food, Good Life” — highlights its continuous effort to
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provide consumers with tasty and nutritious food choices with the purpose of enhancing the
quality of life for everyone, today and for the future (Nestlé n.d.).

Over the last 150 years, Nestlé has grown to become the world’s largest food and beverage
company, operating in 186 countries with over 270,000 employees, comprising more than 2000
brands in its portfolio. In 2021, the group’s total sales reached an impressive amount of CHF
87.1 billion, making it the most successful among its competitors. Nevertheless, Nestl¢’s global
market share was only 3.2% in the same year (Nestle 2022), portraying the significant
fragmentation occurring in the food and beverages market.

The firm’s success results from its vast product and brand portfolios, including household brand
names such as Nescafé, KitKat, and Nespresso, as well as its worldwide geographic presence.
Moreover, Nestlé’s decentralized structure enables a greater diversification and adaptation of
products across the different regions according to customers’ needs, social and cultural trends
(Nestlé 2022). Another key factor for its success is the investment decisions in the research and
development (R&D) sector, into which CHF 1.6 billion are invested every year in nutritional
sciences. Operating 17 R&D centres worldwide has made Nestlé the leader in its field, with the

main Nestlé Research Centre (NRC) located in Lausanne, Switzerland (Nestle 2022).

Creating Shared Value

Nestlé has been engaging in sustainability practices for a long time. In fact, since 2007 the
company’s sustainability strategy is based on the concept of CSV, suggesting that companies
can generate economic value by creating societal value. According to Porter and Kramer
(2011), there are three ways to implement this: (1) by reconceiving products and markets, (2)
by redefining productivity in the value chain, and (3) by enabling local cluster development.
Therefore, companies should always consider shared value as a crucial factor when making
business decisions, as it can lead the firm to adopt new approaches that foster innovation and

growth, also generating a competitive advantage and a more sustainable value for stakeholders.
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Based on this, Nestlé¢’s CSV strategy goes beyond compliance and sustainability, focusing on
creating long-term value for both society and shareholders while committing to respect the
environment (Nestlé n.d.) (see Appendix 2). To implement this strategy at an early stage, Nestlé
committed to generate economic value to shareholders through its core business strategies and
operations, while serving consumers nutritious, tasty, and healthy products. Moreover, the
company aimed to improve its economic and social contributions for people and communities
across the whole value chain such as farmers (Nestlé 2010). In 2009, Nestlé focused on three
main areas of shared value creation: Nutrition, Water and Environmental Sustainability, and
Rural Development.

Nutrition

Nutrition has always been the primary reason why Nestlé exists, as the company’s goal has
been to contribute to the health and wellbeing of customers, including those with specific
nutritional needs and at the bottom of the income pyramid. This has been achieved by offering
nutritious products with lower environmental impact and science-based solutions at affordable
prices. Furthermore, Nestlé aimed to create awareness about nutrition through responsible
communication strategies, thereby helping the society address problems such as malnutrition
and obesity, adding beneficial micronutrients to its products (Nestlé 2010).

Water and environmental sustainability

Water is one of the key resources for Nestlé for both its business operations, particularly in
terms of agriculture, and its relevance for the livelihood of suppliers and consumers. At the
time, a water crisis was expected to unfold, consequently leading to detrimental consequences
for the global food supply. In fact, the food chain, from agriculture to manufacturing and
consumption, significantly affected water quality and availability, climate change, energy use,

biodiversity, soil, and air quality, whilst being heavily dependent on all these primary resources
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at the same time. For this reason, Nestlé aimed to have the lowest environmental footprint by
continuously improving its operational efficiency and environmental performance.

In 2009, Nestlé invested over CHF 220 million into environmental sustainability programmes
and initiatives to help reduce the use of water, non-renewable energy and other natural
resources. Moreover, the company was geared to reduce emissions of greenhouse gases (GHG)
by working alongside suppliers to further promote sustainable practices in its supply chain
(Nestlé 2010).

Rural development

Rural development is relevant to improve the overall wellbeing of farmers and rural
communities. At the time, nearly 40% of raw material expenditure went towards three key
commodities: dairy, coffee, and cocoa, and for this reason Nestlé invested about CHF 20.4
billion a year on raw materials, working directly with approximately 540,000 farmers to help
increase their productivity. The company objectives were to (1) protect the supply and quality
of raw materials, (2) seek a positive long-term impact on the local economy and living standards
of rural people. This was implemented through the employment and promotion of sustainable
production practices, purchasing directly from small-scale suppliers and intermediaries. In
2009, Nestlé supported over 165,000 direct suppliers through technical assistance and
knowledge transfer, by providing microfinance loans totalling CHF 48 million, ensuring they
operated responsibly and sustainably through the Nestlé Supplier Code (Nestlé 2010).
Sustainable Food Systems

Sustainable food systems aim to deliver food security and nutrition for all in a way that the
economic, social, and environmental bases to generate food security and nutrition for future
generations are not compromised. This implies food systems to be profitable, widely beneficial
to society, and to have a positive or neutral environmental impact (FAO 2018). As a company

highly dependent on agriculture and sourcing of ingredients, Nestlé relies heavily in food
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systems. Thus, Nestlé intends to promote sustainable food systems as they are in line with the
its goal of being the leader in Nutrition, Health and Wellness, as well as its CSV strategy.

Complex Food Value Chain

The food value chain is a complex network which involves multiple stakeholders in growing,
processing, and selling food. It includes the producers who grow food commodities, the
processors who manufacture food products, the distributors who market and sell food, and the
consumers who purchase and consume food. In parallel, governments, NGOs and regulators
monitor and control the entire food value chain from producer to consumer (Deloitte 2015).
Nestlé’s supply chain starts with raw materials grown by small farmers based in countries like
Brazil, Cote d’Ivoire, Mexico or Vietnam, which are then transported to local or international
factories to be processed and transformed into Nestlé products. Thereafter, the final products
are distributed to retailers who sell them to the end consumers. In each step of the supply chain,
there are potential risks and opportunities for development to ensure responsible sourcing as
compliance from suppliers can be difficult to control in a global supply chain. Potential risks
comprise the difficulty in ensuring that guidelines for responsible sourcing are met, and human
rights conditions are respected, since most of these operations affecting the farmers are not
directly undertaken by Nestlé, rather through its suppliers.

Furthermore, coffee and cocoa supply chains present even greater challenges as there are
different intermediaries in the process from farming to Nestlé. By having a global presence, the
complexities in managing the supply chain increase, as the company employs different teams
and processes across different geographic areas. Therefore, greater assessment and support of
the value chain is required to undertake bigger steps towards sustainability.

The Nescafé Plan

Nescafé: the instant coffee brand

10



Field Lab — Partnerships for Sustainable Development Fall 2022-23

Nescafé was launched in Switzerland in 1938 as an instant coffee, a product that revolutionized
the consumption of coffee since it did not require consumers to grind the coffee beans. This
resulted in a coffee that was more convenient, fast, and easy to use as it already was in a
powdered form and only needed to be mixed with water (Nescafé 2022).

By 1940, Nescafé was already being sold in more than 30 countries across all continents, both
in the developed and developing world, and its popularity kept growing throughout the years.
The brand expanded its product offering to include premium blends like the Nescafé Gold
Blend, introduced in the mid-1960s. In 1984, Nescafé’s portfolio started to merge with the
Italian coffee culture with the addition of drinks like Nescafé Espresso and Cappuccino in 1986.
Finally, Nescafé Dolce Gusto was introduced in 2006, representing the brand’s entry into the
coffee machine market. Currently, alongside Nespresso, Nescafé is Nestlé’s leading coffee
brand and one of the world’s favourite coffees, with a global reach of 180 countries and 5,500
cups consumed every second, representing one-fifth of the coffee served around the world
(Forbes 2022).

Background and Context

Coffee along with pet care (17.9% of Nestlé total sales) is one of the main businesses for Nestlé,
with coffee representing 71.4% of powdered and liquid beverage sales, constituting 27.5% of
total company sales in 2021. In 2009, powdered and liquid beverages registered sales of CHF
19.3 billion, with an organic growth of 9.5%, the highest among all product categories. Besides
that, the EBIT margin was the second largest, reaching 21.7% with soluble coffee achieving
growth (Nestlé 2010).

Over the years, some steps towards a more sustainable coffee supply had already been taken,
through an investment of CHF 200 million. According to the 2009 CSV report, Nestlé was the
world’s biggest direct coffee purchaser, buying 780,000 tonnes of green coffee, 93,700 of which

was purchased directly from farmers in Vietnam, Thailand, China, Indonesia, the Philippines,

11



Field Lab — Partnerships for Sustainable Development Fall 2022-23

Cote d’Ivoire, and Mexico (Nestlé, 2009). In addition, technical assistance was also already
being provided to farmers to improve yields, with training offered to 100,000 farmers of cocoa
and coffee (Nestlé 2010). However, these initiatives weren’t enough as they were mostly
realized on a local and small scale.

Marcelo Burity was well aware of the problems on the coffee sites due to his experience of
purchasing green coffee and cocoa in Brazil and Mexico. Coffee farming was still
underdeveloped with low yields and high production costs, which were mainly caused by
archaic farming techniques in many regions, impacting the quality of the coffee crops.

Stefan Canz and Orlando Garcia shared Burity’s concern. They recognized that coffee
landscapes were harmful to the environment, especially in terms of water usage, soil fertility,
biodiversity loss, and GHG emissions. Moreover, they knew that farmers and their communities
continued to live in bad conditions with low incomes, limited sanitation, and health support.
Further, minority groups such as women and young people were strongly impacted, while
human rights-related issues such as child labour prevailed with many children still working on
the fields to contribute to their households’ income instead of attending school. Since the
communities in these countries still faced poor living conditions, children are forced to work
from an early age on, thereby sacrificing their education.

Nestlé is highly dependent on raw materials for its production, so Canz was worried about the
supply security both today and in the future since climate change was increasingly posing new
challenges to coffee production. With the launch of two major projects aimed at optimizing
Nestlé’s coffee and cocoa value chains, Nespresso’s AAA Sustainable Quality Programme
(2003) and the Nestlé Cocoa Plan (2009) respectively, an opportunity to build an integrated
strategy for Nescafé emerged. In 2010, 4,600 cups of Nescafé were consumed every second,

guaranteeing the brand a leading position in the coffee market. This allowed Nestlé to continue

12
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contributing to the change towards more sustainable and resilient food systems, representing an
opportunity for the company to gain a competitive advantage.
Considering all the challenges that still needed to be addressed to tackle the unsustainable
supply chains, Burity, Canz and Garcia gathered their teams to discuss the development of a
specific plan to address the sourcing of this key raw material.

Nestlé’s Response

On 27 August 2010, the Nescafé Plan was launched in Mexico with initial objectives of
improving farmer livelihoods, reducing the brand’s environmental impact, and furthering the
responsible sourcing of coffee supplies. The company, therefore, established an integrated long-
term strategy to optimise the quality, quantity, and sustainability of the coffee supply chain.
Paul Bulcke, Nestlé’s Chief Executive Officer (CEO), expressed his enthusiasm by stating “we
are proud that Nescafé, the world’s leading coffee brand, gives its name to this global initiative
which creates value across the coffee supply chain, from farmers to consumers to us” (Nestlé
2010). In fact, Nestlé decided to implement a new global initiative which compiled all its
commitments on coffee farming, production, and consumption to increase the value created
through its coffee business. The Swiss multinational envisioned a world in which each cup of
Nescafé coffee was a true cup of respect, being responsibly sourced with respect for farmers,
communities, the environment, and end consumers.

To achieve this, Nestlé committed to invest CHF 350 million in the Nescafé Plan and further
CHF 150 million in Nespresso from 2010 until 2020. Nescafé partnered with the Rainforest
Alliance (RA), an international non-governmental organization (NGO), as well as the
Sustainable Agriculture Network (SAN), to leverage their knowledge and presence in
sustainable agriculture. Moreover, they also partnered with the coffee association 4C to utilize
their knowledge on coffee farming. Tensie Whelan, President of the RA, highlighted the

importance of the partnership: “The Nescafé Plan is about looking ahead to the future of coffee

13
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farming. We see this collaboration as an exciting opportunity to bring sustainability tools to
thousands of farmers, including many who have not had the benefit of training and technical
assistance” (Nestlé 2010).

Initial Commitments

After thoroughly assessing what was going on in the field, Burity and Canz’s teams devised a
well-thought ambitious plan to enhance Nestlé entire coffee supply chain, from crop to cup,
based on three main pillars: coffee farming, production, and consumption.

The first pillar of Coffee Farming included goals such as doubling the amount of coffee bought
directly from farmers by 2015. All green coffee should be compliant with the internationally
recognized 4C Sustainable Standards (see Appendix 3) by that same year, while 900,000 tonnes
of coffee were expected to be sourced according to the RA principles (Appendix 4) by 2020
(Nestlé, 2010). In addition, Nescafé committed to expand technical assistance programmes to
teach farmers better farming and post-harvest practices, with the goal of reaching 10,000 coffee
farmers per year. At the same time, the team aimed to distribute 220 million high-yielding,
disease-resistant coffee plantlets by 2020 which would help overcome climate change pressures
on farming. In addition, as mentioned before, new microfinance schemes and community
projects focused on education, public health and water supply were set as a priority to improve
farmers’ livelihoods and reduce their environmental impact (Nestlé¢ 2010).

For the second pillar of Production, the team proposed an annual investment of CHF 40 million
to improve Nescafé’s environmental performance. Some of the objectives included a 20%
reduction per tonne in energy usage and a 30% decrease in water consumption by 2020.
Moreover, the reusage of coffee grounds as fuel in all Nescafé factories was defined as another
aim as it would help manage waste. Furthermore, Nescafé promised to take the first steps in
optimising packaging by reducing the weight and volume of packaging materials and increasing

the usage of renewable resources (Nestlé 2010).
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Finally, for the third pillar of Consumption, the team not only ended up committing to provide
customers with more sustainable coffee products, but also to launch initiatives to reduce energy
consumption whilst preparing Nescafé coffee such as improving the energy efficiency of
Nescafé Dolce Gusto machines (Nestlé 2010).

Outcomes after 10 years

After 10 years, Burity and Canz were very proud of the achievements of the first chapter of the
Nescafé Plan which turned out as mostly focusing on responsibly sourced coffee supplies. “It
was about expanding and improving our food programmes with farmers, developing impact
assessment capabilities, as well as a lot of activities related to our factories in terms of carbon
emission and water use reduction” (Burity, Interview, November 7, 2022). The main outcomes
of the objectives defined in 2010 were categorised into three groups: responsible sourcing,
improving livelihoods, and reducing environmental impact.

Regarding responsible sourcing, the original target of having 70% of total Nescafé coffee
responsibly sourced in 2020 was exceeded, reaching 75%. Throughout the plan, transparency
and traceability to the farmer groups was improved and there were significantly more credible
unbiased third-party organisations undertaking controls across farming practices not compliant
with sustainability standards. In the end, all the plan’s multiple programmes were aligned with
Nestlé’s Responsible Sourcing Standard (see Appendix 5).

In terms of improving livelihoods, the three sub targets were achieved, namely the
improvement of the quality, quantity, and sustainability of the coffee supply chain by
distributing 220 million coffee plantlets; the improvement of coffee farm economics in at least
four coffee-sourcing countries; and the monitoring and improvement of labour rights in at least
two coffee-sourcing countries. In total, since 2010, 235 million coffee plantlets were
distributed, while Mexico, Cote d’Ivoire, Honduras, and Vietnam saw improvements in their

coffee farm economics. Moreover, labour rights were monitored and improved in Mexico and
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the Philippines. The Nescafé Plan’s objectives, with these actions, were to increase the
efficiency and resilience of farmers by upskilling them with business knowledge and promoting
the idea of coffee variety diversification. They incentivised farmers to cultivate stronger coffee
selections, adding 15 new improved coffee varieties, which are not only more resistant to
climate change but also inclined to produce higher yields and better-quality coffee.

In the last group of reducing the environmental impact, the two sub targets of decreasing by
35% both GHG emissions (scope 1 and 2) and direct water withdrawal per metric ton of soluble
coffee by 2020 were met. After the implementation of the plan, a 46% and a 53% reduction in
the respective sub targets was achieved. Through these initiatives, Nescafé was able to
accomplish its goals of reducing carbon emissions from operations, water usage in factories as
well as in irrigation of coffee crops and enhance biodiversity with intercropping programmes
and a decline in pesticide usage.

Overall, the Nescafé Plans’ impact was massive, reaching more than 649,000 metric tons of
responsibly sourced coffee in 2020, with 230 agronomists and field staff providing farmers with
technical assistance and coaching. This translates into over 900,000 farmer trainings across the
last ten years.

Development Initiatives

Beyond the most measurable targets of the plan, multiple initiatives were developed to promote
inclusion and prepared the future of coffee based on the issues identified along the way. One of
them was the establishment of farmer business schools to help younger farmers with
entrepreneurial potential become economically empowered. By developing their financial
skills, they can budget better and allocate resources more efficiently, increasing their
profitability and consequently their income. Furthermore, the Nescafé Youth Initiative aimed
at inspiring younger generations to stay on the farm and embrace coffee growing, as the current

global average age of farmers is over 50. Nescafé wants to demonstrate that coffee farming can
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be profitable and fulfilling due to capacity building and more access to inputs for production,
ensuring the future of coffee farming.

Besides that, a parallel initiative was put in place for women in coffee. To date, 8,500 female
farmers have been trained in agronomic and agripreneurship skills, which include financial
literacy and organization governance, to support women empowerment and tackle interrelated
issues such as school enrolment levels. As more women can earn enough to support their

families, fewer children are likely to end up working on fields and can attain an education.

Achieving a “Cup of Respect”

Impact Assessment

In the first years of the plan, it started to become evident that impact assessment needed to be
developed further. “If you not only would like to measure what you do, but the result of what
you do, then you also need to measure the outputs and outcomes of what you are doing” (Burity,
Interview, November 7, 2022). In fact, the Nescafé Plan’s elaboration and implementation was
done in partnership with the RA, an international NGO whose mission is “creating a more
sustainable world by using social and market forces to protect nature and improve the lives of
farmers and forest communities” (RA 2022). The RA played a fundamental role in measuring
the impact of Nescafé, ensuring that the coffee was indeed sourced responsibly.

In 2014, Burity and Canz’s teams felt the need to develop the Nescafé Plan Theory of Change
(ToC) (Appendix 6) together with the aforementioned NGO to serve as a framework to guide
the plan’s objectives and Key Performance Indicators (KPIs) (Appendix 7) to assess farm
economics, social and environmental impacts. The three key desired sustainability impacts of
this ToC the joint-team ended up defining were the following: improved coffee economics at
the farm level, more resilient coffee farming families and communities, and more sustainably

managed landscapes. The framework also summarized how Nescafé would achieve these goals,
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ranging from increasing coffee productivity to promoting soil fertility and biodiversity, as well
as what was being done to reach them.

Sometime later, Burity and Canz felt that having a tool to better measure the initiatives’ impacts
allowing for more third-party intervention was important. To answer this, the development of
the Monitoring and Evaluation (M&E) activities (see Appendix 8) started in 2014, again in
partnership with the RA. The NGO took on the mission of training local partners to collect,
analyse and report the data, as well as supervise their work. In general, the objective was to
measure the progress towards the goals set out by the ToC, further evaluating if they were
aligned with the Sustainable Development Goals (SDGs) which were established by the United
Nations (UN) in 2015. The M&E tool was implemented in 2018, and in 2020 it was already
present in 13 out of the 15 coffee origin countries. Local partners collect data under the
Rainforest Alliance’s supervision, while the Nescafé Plan staff also collects data every time
they visit farms, with the intention of better understanding the activities on the ground.

Technical Support

To help provide technical assistance and coaching, Nescafé implemented farmer field
programmes in all 15 origin countries, such as Mexico, Honduras, and Vietnam, counting on
the support of 230 Nescafé agronomists in the field. They played a pivotal role in sharing best
practices with lead local farmers helping them sustainably optimize their yields and costs. On
their part, the lead farmers were also key actors in this process because they served as peer-
guides to other farmers in their communities by coaching and sharing knowledge.

Communication to consumers

Engaging consumers in this journey of sustainable coffee was crucial to complement Nescafé’s
efforts. However, the brand waited until 2018 to launch a communication campaign about its
sustainability actions to consumers due to two main reasons. Firstly, it was only by then that

the Nescafé Plan was mature enough to present some tangible impacts. Secondly, the brand
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wanted to give consumers the confidence that Nescafé’s coffee was responsibly sourced and
respond to their demand for more sustainable products.

As a result, the Grown Respectfully campaign was launched with Nescafé’s website creating a
dedicated section on the topic, with videos being shared on the brand’s social media including
testimonials of farmers. Moreover, the campaign also involved the implementation of
consumer-facing communications such as complimenting the products’ packaging with the face
of farmers on coffee jars, physical point-of-sales in stores, and digital campaigns. Nescafé’s
overall idea was to connect farmers to the end consumers by portraying the great impacts of the

Nescafé Plan.

Obstacles on the journey to sustainability

As with all major projects, the Nescafé Plan encountered challenges along the way that not only
impacted the day-to-day activities, but that also emphasized the importance of the transition
towards a more sustainable way of farming.

One of the problems was the lack of interest of farmers in the coffee plantlets in countries such
as in Cote d’Ivoire, due to competing crops which were more remunerative or countered with
government incentive programmes. Another observable issue was the fact that farmers on
average presented a low level of education which impacted the data accuracy and collection
with regards to yield and production costs. For Nestlé this meant that the envisioned impact
measurement was hampered and less detailed. Throughout the plan, forms and other adaptations
needed to be made to align farmers’ capabilities with the plan’s assessment process.

Although the Nescafé Plan was created to position Nestlé on a path towards CSV, the challenges
faced by the Procurement and Sustainable Agriculture teams were not completely solved. They
kept facing problems and shortcomings in achieving all the proposed objectives. In fact, an
example of a significant challenge that Nestlé faced over the 10 years has been the issue of child

labour, as observed in countries such as Brazil and Mexico, which subsequently led to some
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suppliers being dismissed. In Brazil, it was uncovered that Nestlé was sourcing parts of its
coffee beans from plantations that used child and slave labour, indicating that its supply chain
was not as transparent as it should have been (Hodal 2016). In Mexico, it was observed that the
child labour issue was still prevalent given weak labour legislation enforcement in rural areas
of the country. In addition, the bulk of farm workers hail from lower income neighbour
countries such as Guatemala who are attracted to the higher wages offered in Mexico. These
two examples indicate structural concerns along not only Nestlé’s but also the global coffee
value chain. Further, it underlines the structural issues of coffee farming, as there are thousands
of small farms across the value chain that are in remote areas with a low-income population,
thereby showing the existence of a clear linkage between rural poverty and child labour.
Although corrective actions have been undertaken, such as dismissing suppliers and deploying
local partners to observe on the ground, the embedded structural issues in the coffee value-
chain remain and require further attention.

Another challenge touches upon the working conditions of those employed on the coffee farms.
Here, problems regarding work safety and adequate payment were detected, with many farmers
still living below the poverty line. Moreover, many farmers only own a small portion of land,
which when paired with a poor yield, puts the cultivator in a situation where they decide to
abandon growing coffee altogether and rather move on to a more reliable crop.

Finally, another pressing issue that will continue to highly affect local farmers working for
Nestlé is climate change. Droughts for example put both farmers and their land in a precarious
position, hence compromising the production output for various coffee brands owned by the
firm. These incidents highlight the impact climate has on coffee production and underline the
importance of strengthening farmers’ resilience. At the same time, sourcing of ingredients
remains one of the activities that contributes most to climate change through its carbon

emissions. In the future, further solutions to address these issues will need to be put in place.
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Lessons Learned

In the 10-year Nescafé Plan report, Burity reflected upon the main lessons learned from the
journey so far. Firstly, he highlights the importance of embracing a long-term strategy because
running field programmes takes time and sustainability is a vast field. In his view, it is essential
to define a clear and coherent long-term strategy to avoid confusion, unnecessary costs, loss of
time and credibility. Secondly, sustainability must be established as a competitive advantage
because it is a strong driver for consumer preferences currently, having the potential to create
brand and business value. Moreover, Burity emphasizes the importance of prioritisation of
needs, to focus on what matters most, where it matters most, to bring about meaningful change.
As he puts it, “the closer the business functions work together, the stronger the programme
becomes and the more value it creates” (Nestlé 2021).

Furthermore, high-quality data is crucial. Disciplined and timely reporting with IT solutions is
key to capture, analyse and interpret data reliability and consistency. Farmers should be treated
as customers in the sense of understanding their behaviour and reaction to the programme to
adapt to underperforming activities and reinforce successful ones. In addition, it is important to
leverage partnerships and sector-wide collaborations due to the scale and complexity of the
coffee sector. The key to unlocking value in each partnership is to clearly define its role within
the long-term strategy and selected priorities. Structural issues like available infrastructure,
access to health, education and finance make it difficult for many coffee origins to achieve full
potential. Solving these problems requires multilateral and systemic efforts with stronger
sector-wide collaboration (Nestlé 2021).

Finally, Burity considers ambitiousness and risk-taking to be essential as they push people to
meet the targets, improving the ability to rethink plans along the way. Throughout the plan,
Nescafé faced challenges in the roadmap that led to multiple adaptations to the plan but “to

reach for greatness, have great ambitions and dream big from the start” (Nestlé 2021).
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A further step into the future

After 10 years, the impacts of the Nescafé Plan have been positive with most of the proposed
objectives attained. In fact, the Nescafé Plan has contributed to Nestl¢’s advance in
transforming food and agriculture for a sustainable future, contributing to more nutritious food,
the development of farmers and protection of the planet.

Nevertheless, sustainability is a journey, and it is evident that a number of challenges are yet to
be faced by Nestlé in the process of finding more impactful solutions for its business activities.
How can Nestlé advance in its sustainability journey by integrating new sustainable strategies?
What should the next immediate steps be to address the challenges that pose the greatest threat
to the business? What new objectives could be defined for the next years? How can the company
adapt its strategy to ensure consumers, investors, and employees’ engagement in its
sustainability efforts? How can Nestlé build trust, improve communication, and bring

innovation?
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APPENDIX

Appendix 1 — Nestlé’s Portfolio
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Appendix 2 — Creating Shared Value at Nestl¢’s CSV Report 2009
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Nutrition, Water,

Rural Development
Sustainability

Protech the Future
Compliance

Laws, Business Principles, Codes of
Conduct

Source: (Adapted from Nestlé n.d.)

Appendix 3 — Principles of 4C Code of Conduct

*Business Management *Human and Labour Rights «Protection of Biodiversity and
« Capacity and Skill »Working Conditions High Carbon Stock Areas
Development «Use of Pesticides and Other
« Access to Services and Hazardous Chemicals
Market Information +Soil Conservation and Fertility
« Traceability - Water Conservation

*Waste Management
«Energy Consumption

Source: (4C, 2022)

Appendix 4 — The 4 principles of Rainforest Alliance Certification Programme

(TImproved data management N\

Our new programme fully embraces the power of data—from detailed record-keeping systems to cutting-

edge geospatial analysis. This means exciting new digital tools to help farmers implement more sustainable

practices, clearer performance insights and risk analysis for companies, and more effective auditing processes
\to ensure transparency and accountability.

(Context adaptability A

We have shifted decisively from a one-size-fits-all model to being context-adaptable. This more flexible
approach better reflects the diverse realities we face on the ground, which vary considerably from country to
\country, between different crop sectors, and depending on the size or type of farm or company we work with)

<

(Shared responsibility

Sustainability transformation can require significant investments of time and money. To ensure that
responsibility for this is shared across the entire supply chain, our 2020 Certification Programme introduces
\ new requirements for companies to invest in and reward more sustainable production. )

<

(Continuous improvement

Sustainability is a journey, not a destination. Accordingly, our new certification programme moves away from
the classic pass/fail model towards an approach that measures and incentivizes continuous progress along
\each step of the journey. )

Source: (Rainforest Alliance 2022)
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Appendix 5 — 5 Executive Summary Principles of Nestlé’s Responsible Sourcing Standard

1. Nestlé staff sources with care and respect for the people, planet and oceans where
materials and services are produced

2. Tier 1 Suppliers apply good labour standards in recruting, compensating, and caring
about their workforce. Preserving naturak resources and consucting business in an ethical
and collaborative way is ensured

3. Intermediaries operate with the same principles of value, transparency and respect as

their suppliers and clients, nurturing traceability and preserving information

4. Origins, farmers and fishes, continuously improve their ways of working in:

- Optimising yield through conservative agriculture, preservation of soil viome and
rationalisation of agrochemical inputs

- Caring and respecing the workforce, animals, land, water and forests that they work with

5. Supply Chain Tiers work in compliance with applicable regulations, continuously
monitor, disclosure, and improve against the Standard

Source: (Nestlé, 2018)

Appendix 6 — The Nescafé Plan’s Theory of Change
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Appendix 7 — Main KPIs of the Nescafé Plan

Source: (Nestlé, 2021)
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ECONOMICS

Measuring farmer
earnings and earning
power from coffee and
other crops

KPIs
v Net farm income

v Coffee revenue

v Productivity

v Cost of production
v Farm diversification

v Adoption of best
agricultural practices

S6CIAL

ENVIRONMENT

GENERAL

Measuring our impact
on farm families
and workers

KPIs
v Bookkeeping records
v Financial Literacy

v Gender and youth
participation

v Safe working
conditions

Measuring water, soil
and biodiversity

KPIs

v Watershed
conservation

v Household
wastewater treatment

v Shade coverage

v Soil conservation

v Mill water conservation
v Mill water treatment

v Irrigation water
conservation

KPIs (qualitative)

v Satisfaction with
Nescafé Plan program

v Farmers’ views
on future outlook

Appendix 8 — Monitoring and Evaluation (M&E) Tool

Survey design

Source: (Nestlé, 2021)

A 100+ guestion survey was designed by the Rainforest Alliance to evaluate the indicators
outlined in the Theory of Change (see page 23). This is continually updated, with guidance
for complex topics such as shade tree caver, farm economics and pruning.

iﬁ Sampling methodology

In most countries, Nescafé sources directly from thousands of smallholder farmers. To collect
data, we use a sampling methodology of 95% confidence with a 10% margin of error — sampling

100-120 farmers per country. The Rainforest Alliance selects a random sample, usually
stratified by geographic region. Where possible, the same farmers are visited each year to
create a data set over time.

_.\éf Data collection

In-country partners are selected to collect data. They are contracted by Nescafé, and

supervised by the Rainfarest Alliance. Data Is collected over a one-to-two-month period

and submitted to the Rainforest Alliance for review and data cleaning.

@ Data analysis
“

After its review, the Rainforest Alliance analyzes and presents the data based on
the Theory of Change indicator framework. Data is usually presented as country
averages (instead of totals). This data is corroborated with Nescafé’s internal M&E
data collection process.

~'s Reporting, communications and adaptive management processes

«hl~
et

The data is used for external reporting and internal management. It is shared with

global and country teams to provide support where needed. Insights are fed back into
the Theory of Change framewark and analyzed from a practical standpoint to inform

future activities and strategic focus areas. The cycle then begins again.

REFERENCES

Source: (Nestlé, 2021)
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PROJECT EVALUATION REPORT

The present report will investigate the following research question:
“How can Nestlé Europe become the leader in the change into sustainable food
systems by engaging all stakeholders in its sustainability practices?”

The case study about the Nescafé Plan served to portray how Nestlé has been promoting
Sustainable Food Systems (SFS) on a global level through the optimisation of its value chain.
The evaluation report will explore how Nestlé can go further in its sustainability efforts to reach
leadership in sustainable food systems by building trust, improving marketing and
communication, as well as bringing innovation within its CSV strategy. Looking at present
challenges and Nestlé’s efforts to tackle them, final recommendations will be drawn to
guarantee the inclusion of stakeholders (e.g. consumers, investors, suppliers, and employees)
as part of the company’s journey to lead such transition.
Situation Analysis

Sustainable food systems’ challenges

Population growth

The current projections forecast that the world population will exceed 10 billion people by
2050, with half of the growth expected to take place in Africa and one third in Asia, where the
average fertility rate is 5 children per woman, in contrast with most of the world (2.1 children
per woman). The direct and indirect consequences of population change are many, including
the higher food demand, deforestation, and rapid depletion of natural resources, as well as high
competition for lands and energy, spikes in pollution and emissions, industrialization, and loss
of biodiversity (University of Oxford, 2022).

By 2018, to feed 10 billion individuals, 56% more food would need to be produced compared
to 2010, and to do a regenerative approach for lands currently employed in agricultural

practices, should be preferred over the deployment of new soil, as 50% of the world’s vegetated
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lands are already employed in agricultural operations (see Appendix 1). This would harm the
quality and the health of the soil, which seriously affects the ability of future generations to
continue using these lands to source raw materials to produce nutritious food (World Resource
Institute, 2019).

Food wastage

Along with population growth, current trends of “overconsumption” and the high rates of food
wastage (term that encompasses both food loss and food waste), pose additional challenges to
the implementation of SFSs (FAO 2013). It is estimated that 14% or $400 billion worth of the
food produced for human consumption is lost between the harvesting stage and retail level, the
latter accounting for 2% of the total food waste, while the most impactful actors are individual
households, accounting for 22% of the world’s food waste (United Nations 2022). Food
wastage is not only the action per se, but it encompasses all the natural resources, energy, and
land employed in its production (FAO 2022). The causes leading to food wastage are found
along the entire food supply chain, starting from agricultural production, postharvest handling
and storage, to processing, distribution, consumption, and end of life (FAO 2013). Food
wastage highly undermines both the sustainability and resilience of our food systems,
accounting for 8-10% of the global greenhouse gas emissions (GHGs), contributing to the
increase in severity and frequency of extreme weather events. Finally, it is important to note
that food wastage has a different economic value in different stages of the supply chain, the
more advanced the stage is the bigger the economic loss (FAO, 2013).

Climate change pressure on the food supply chain

Climate change is considered a determinant factor for the future food supply chain safety, as
agriculture and fisheries highly depend on weather conditions. The rise in temperature and CO-,
if moderate, could help some plant species grow faster, although increasing CO: levels

diminishes the nutritional values (protein and essential minerals) in most plants, threatening
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human and livestock’s health. On the other hand, the increase in temperature at the current pace
causes heat waves and lead to floods and droughts, reducing the crop yield and soil quality. The
variation in crop quality and production not only impacts farming practices, but also livestock
well-being. To overcome this issue, the use of pesticides and resistant chemicals agents
increased, leading to the risk of pesticides entering the food chain with repercussions on human
consumption of cattle, agrifood, and aquaculture products (EPA, 2022).

Poverty of farmers

Climate change has a significant influence on the farmers’ livelihoods. Being constantly
exposed to extreme weather conditions and working in fragile environments, they can be more
subject to food insecurity and even poverty. As mentioned before, extreme weather conditions
increase risks of crop failure and livestock mortality, directly affecting farmers (Celia et al.,
2014). They are affected to different extents depending on the area they operate in - in India
and China, 70% of individuals in extreme poverty work in the agricultural sector, followed by
Bangladesh. Smallholder farmers amount to 2.4 million, accounting for 5% of the global
emissions and producing one third of the food for global consumption. It is estimated that by
2030 more than 125 million farmers will be subjected to extreme poverty levels (Acumen
2021).

Child Labour

Child labour is a direct consequence of poor levels of farmers’ livelihoods, and it is closely
associated to climate change, counting 160 million young victims worldwide. Extreme weather
conditions can indeed boost the demand for children’s contribution to farms, as well as separate
them from their families, increasing the likelihood for child labour. Furthermore, a shortage of
primary resources, the decrease in fertile lands and climate shocks also lead to a phenomenon
called “Climate Migration”, which puts over 500 million children at risk of displacement. In

addition, the high levels of harvest unpredictability present difficulties in aligning the work with
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school calendars, leading to frequent school absenteeism. Peaks in temperatures also create very
harmful working conditions, resulting in frequent health issues for the children also due to an
exposure to tropical infectious diseases such as malaria and dengue (International Labour
Organization 2022).

Environmental Impact of Farming

Agriculture, being in direct contact with lands, is one of the greatest contributors to
environmental degradation. To meet the increasing global food demand, farming practices have
intensified and expanded at the expense of natural ecosystems and resources, resulting in loss
of crop diversity, reduction of pollinators and a weakened resistance to parasites and diseases.
It is estimated that only 7% of these lands are in a favourable conservation status, while half of
them are not conserved properly. The excessive use of phosphorus and nitrogen, essential
elements for the life of plants, highly contribute to air and water pollution. Studies have shown
that the level of reactive nitrogen has doubled on a global scale and even tripled in Europe since
the pre-industrial era (European Environment Agency 2020). Logically, multi-ingredient
products have a higher environmental impact with studies showing that low impact ones harm
the environment by 50% to 90% less (University of Oxford 2022). In Appendix 2, it is possible
to observe the most environmental damaging foods according to their GHG emissions,
highlighting the fact that most emissions occur in the early stages of the supply chain when
agricultural and farming practices are carried out (Poore and Nemecek 2018).

World Hunger

It is estimated that more than 10% of the world’s population lives in hunger, with high
concentrations observed in LDCs and DCs (Owen, 2022), due to uneven concentration of
population growth. Hunger is caused by an insufficient intake of important nutrients for
development, which has severe consequences in life and economic prosperity (Owen, 2022).

The main promoter of hunger is poverty, resulting from the different challenges mentioned
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above, and socio-economic crisis, as conflicts and pandemics (Owen, 2022). Hunger is closely
connected to food systems, as SFS represent a possible solution to this problem. Efficient food
production, resistance to climate change, and therefore sustainability for its communities, can
guarantee its development and foster food security.

CSV at Nestlé Today

Currently, Nestlé embraces its CSV strategy by focusing on four commitment areas (Appendix
3): Contributing to nutritious and sustainable diets; Helping to protect, renew and restore natural
resources; Strengthening communities and Operating responsibly (Nestlé 2021). Across these
different areas, R&D plays a crucial role in advancing them. With more than 4000 R&D experts,
Nestlé leverages them to create new products that are affordable, nutritious and sustainable in
terms of emissions or climate impact, by improving yield from crops or even upcycling
agriculture by-products to decrease food waste (Nestlé 2021). Considering specifically the
latter, ensuring that leftovers of production from some products can be reused to produce new
ones is an action incorporated in Nestlé’s strategy. The company started to sell the Golden Morn
brand in developing countries by using sorghum side stream.

Contributing to nutritious and sustainable diets

Nestlé is working to improve its products’ nutritional profile. In fact, it has achieved a 5%
reduction in added sugar in 2020 and is planning to reduce sodium until 2025 and 2030, while
advocating for the use of more whole grains, proteins, and fibres in products. Moreover, the
company uses its global expertise to contribute to more affordable and accessible nutritious
products to tackle nutritional deficiencies. Through the Popularly Positioned Products (PPP)
Affordable Nutrition strategy, Nestlé sells affordable products in developing countries fortified
with micronutrients which play a key role in fighting hunger (Nestlé 2021).

The firm contributes to the awareness and consumer behaviour shift towards more sustainable

and nutritional products by expanding its portfolio to include more plant-based products which
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are tasty, nutritious and have a low environmental impact as well as encouraging the widespread
adoption of plant-based foods through multiple brands. Besides that, the Nestlé Corporate
Business Principles can also be seen in the efforts to ensure quality and food safety in its
products (Nestlé 2021).

Even though the company creates better products, they also focus on educating and raising
awareness for them. By having the ingredients’ listed on the product’s packaging, and
developing the Portion Guidance, consumers can have a clear understanding of what they are
purchasing and what an ideal portion of the firm’s products is. Additionally, the firm engages
in responsible marketing, ranking 3rd in the Access to Nutrition Initiative (ATNI) Global Index
(including children marketing) (Nestlé 2021).

Helping to protect, renew and restore natural resources

Climate and Nature

Nestlé has committed to net zero emissions by 2050. Since 2018, the company has been able to
reduce 13.7 million tonnes of absolute CO2. Additionally, the firm aims to achieve and maintain
100% deforestation-free primary supply chains for meat, palm oil, pulp, paper, soya, and sugar
in 2022, and for coffee and cocoa by 2025. To ensure this, Nestlé is relying on supply chain
mapping, on-the-ground assessments, certification, and satellite monitoring. These
commitments are part of the Forest Positive strategy which also has interventions in the planting
of new trees within the Sustainable Landscape initiative (Nestlé 2021). Furthermore, Nestlé is
focusing on decreasing energy consumption throughout its operations — in 2021, the company
increased the percentage of renewable electricity from 50.5% to 63.7%. In addition, 27.2% of
the global fleet of vehicles switched to lower-emission options (Nestlé 2021).

Regarding reporting, Nestlé is applying the Taskforce on Climate-related Financial Disclosures
(TCFD) framework by assessing physical risks in the company’s value chain over a longer time

horizon and reporting main Environmental, Social, and Governance measures (Nestlé 2021).
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Water

Nestlé Waters has committed to invest CHF 120 million in projects to regenerate the water
cycle to potentially create a positive water impact by 2025 across all Nestlé businesses
(Appendix 4). Moreover, water management processes are being implemented in internal
operations and agricultural supply chains. In fact, Nestlé¢’s commitments can be seen in actual
performance, with significant reductions in water usage across different product categories. For
example, since 2010, powered and liquid beverages and confectionery categories have achieved
a 57% decrease in their water usage (Nestlé, 2021).

Packaging and Circularity

Nestlé is fiercely addressing its packaging choices across brands, proposing 100% recyclable
or reusable packaging, as well as to reduce the usage of virgin plastics by one third until 2025.
In fact, the company is already advanced in these objectives - 85,4% of packaging is currently
recyclable or reusable, and subsequent virgin plastic reductions have been achieved in the last
years. Based on a five-pillar strategy, the company is rethinking its operations and behaviours
towards packaging and circularity: reducing packaging materials, scaling reusable and refillable
systems, pioneering alternative materials, supporting infrastructure for a waste-free future, and
accelerating behaviour change (Appendix 5) (Nestlé 2021).

Strengthening Communities

Produced Sustainably

The company has impacted producers by ensuring sustainable production, expecting to achieve
100% responsibly sourced ingredients by 2030. As outlined in recent commitments, by 2025,
coffee and cocoa are expected to achieve this metric first. The raw materials used by Nestlé
follow the “Produced Sustainably” key performance indicator (KPI) based on 4 big pillars —
Transparency, Environment, Human Rights and Animal Welfare. The criteria include: raw

materials need to be traceable back to the origin; operations are in congruence with the Nestlé
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Responsible Sourcing Standard, having human rights and environmental due diligence systems
in place to assess, address and report on potential or actual impacts in the supply chain; and a
measurable progression of tier-1 suppliers in addressing identified impacts in supply chain and
issues like human rights, environmental and animal welfare (Nestlé 2021).

The efforts undertaken by the company to address supply chain activities are mostly a
consequence of its awareness of the real impacts of these activities. Supply chain activities such
as farming account for 95% of total GHGs resulting from Nestlé, and in fact, dairy and livestock
ingredients are the ones with the largest share. However, ten further ingredients are also being
addressed by Nestlé as they are those which are sourced in highest quantities: cocoa, coffee,
palm oil, pulp and paper, soya, sugar, cereal and grains, hazelnuts, and vanilla. For both cocoa
and coffee, there are specific programs that ensure specific requirements when sourcing these
ingredients: the Nespresso AAA Sustainable Quality TM Programme, the Nescafé Plan and
Nestlé Cocoa Plan (Nestlé 2021).

Human Rights

Along its supply chains, the company is committed to creating a better future for all participants
in the operations. The company is focusing on developing action plans for ten issues this year
to be measured by 2025 (Appendix 6) (Nestlé 2021). These issues encompass the negative
impact that business activities can have on human rights for communities, including child
labour risks and access to education; living income and living wage; forced labour and
responsible recruitment (Nestlé 2021). Nestlé is specifically targeting child labour with
monitoring and remediation system performance (CLMRS), which is based on providing
support to children preventing them from engaging in child labour or monitoring past cases of
child labour to ensure it is ended (Nestlé 2021).

Operating Responsibly
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Nestlé also sustains its contribution towards sustainability through its people. The company
presents five areas through which they develop their people: talent management; diversity and
inclusion; employee health; safety and well-being; employee relations and engagement;
organisational design and change management (Appendix 7). They also commit to increase the
proportion of women in top 200+ senior executive positions to 30% by 2030, as well as focusing
on further implementing their parental support policy which is currently fully rolled out in 64%
of the countries in which the company is active in; and ensuring worker safety (Nestlé 2021).
There is also an effort to improve employees’ health, build on Nestl¢ vision (Appendix 8). This
effort is based on key principles: respecting privacy and personal choices, enabling informed
decision-making and supporting a healthy working environment and healthy working
conditions. Aligned with this, Nestlé developed a Corporate Business Principles and Code of
Conduct. The firm bases its operations on a Compliance Programme (Appendix 9) with 4 pillars:
1) Compliance governance and culture, 2) Monitoring and reporting, 3) Communication and
training: dissemination of processes and tools, 4) Closing gaps (Nestlé 2021).

Challenges addressed

With its defined CSV strategy, Nestlé is already targeting different challenges existing in the
sustainability of food systems, specifically: Child Labour and Poverty of farmers, with its
human rights approach; Environmental Impact, with different strategies to improve resource
usage; Population growth and Hunger with nutritious and affordable products that contribute to
better living conditions; and Food Wastage with both R&D in product production and
packaging solutions. Nevertheless, specific action was needed to be done to better target these
challenges and the ones still to be addressed.

Regeneration and Regenerative Food Systems at Nestlé

Nestlé’s strategy to go further in the sustainability journey is based on additional development

of their CSV activities with regenerative agriculture to achieve net zero emissions until 2050,
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with the intention of investing CHF 1.2 billion by 2025. In 2021, Nestlé promised to advance
regenerative food systems at scale, engaging with stakeholders who can help take the next steps
on this journey (Nestlé 2022). Regenerative agriculture, is an approach to farming, focused on
solving the pressing issues presented, by improving soil health to ensure fewer emissions, more
resilient soils, better soil productivity, while protecting natural resources (Nestlé 2022).
Nestlé’s model is based not only on maintaining but guaranteeing the restoration of natural
resources through different farming approaches. Its main objectives are to have 20% of key
ingredients sourced through regenerative agriculture by 2025, and, by 2030 increase this to
50%. The holistic model is focused on the preservation of the three main resources — soil, water,
and biodiversity (Appendix 10).

Biodiversity: Nestlé focuses on maintaining and increasing biodiversity. The company proposes
to achieve this by guaranteeing the restoration of natural resources from the places they source
from, for example by planting 200 million trees by 2030 in these same farms and landscapes.
Soil: The higher potential for impact from this model comes from soil health, as it can provide
several benefits which impact biodiversity and water restoration (Appendix 11), such as water
retention and microbiological activity. All these benefits contribute and result in higher Soil
Organic Matter (SOM), which constitutes all the materials produced by living organisms that
returns to the soil for decomposition processes. This increase in SOM further contributes to
GHG emission reduction. Therefore, Nestlé plans on guaranteeing agriculture practices that
potentialize soil health through the Farmer Connect, which includes up to 500 000 farmers and
150 000 suppliers.

Water: The company is focused on protecting, restoring, and renewing water sources through
its bottled water business (Nestlé Waters), the actions along their supply chain and operations

related to production, and in local communities impacted by Nestlé activities.
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As farmers are the main actors in the sourcing of ingredients, they require the right support and
tools to guarantee that results will exceed their costs. As such, Nestlé commits to advise and
provide investment support for useful practices and technical assistance on its implementation,
whilst preserving and promoting human rights. Also, regenerative agriculture products will be
valuable for farmers as they will stand to receive payment premiums, which can help them
develop better lifestyles for them and their families.

In the agriculture field, different practices can have impacts on distinctive natural resources as
these systems are strongly interconnected. As such, one can see that the different approaches
Nestlé employs for regenerative agriculture will benefit soil, water, and biodiversity (Appendix
12). This overview helps the company drive its plan according to prioritization and
identification of impact achieved with each action.

Implementation of Regenerative Agriculture

For the implementation of regenerative agriculture, Nestlé set different guidelines on how to
enforce it. The implemented practices should be location specific and consider the relevant
conditions. This, creates specific measures to evaluate the success of each practice, delivering
tangible outcomes. Moreover, the company wants to implement this by supporting farmers, and
pay careful attention to the farmers’ incentives. This transaction may result in higher costs and
risks, which can sabotage Nestlé processes if not dealt with carefully. Finally, the
implementation should be done in a collaborative and science-based way, involving different
stakeholders in the process (local authorities, NGOs, etc.). In this way, it may be possible to
attain a wider picture for the implementation and not a narrow focus on singular farmers, which
in turn will allow Nestlé to achieve a better impact.

The roadmap for implementation is being made on a scale-up approach, based on 3 main pillars:
technical, collaborative, financial (Appendix 13). The base line for the implementation is to

create measurable outcomes for regenerative agriculture and to further develop a bigger and
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more viable approach. These results tend to take years to achieve, which requires Nestlé to
focus on impact measurement tools that are easy to see and measure. As such, indicators for
agriculture practices with immediate outcomes were created, developing a “Farm Assessment
Tool” which monitors improvement levels (Appendix 14) compared to the initial baseline
(defined in the beginning of the implementation). This assessment will evaluate if the practices
and outcomes are in line with regenerative agriculture, allowing for the identification of
improvement opportunities and to define next steps. Furthermore, this tool will allow Nestlé to
also understand each farm’s GHG footprint, as well as the water and biodiversity situation.
The regenerative agriculture strategy is contributing to tackling the challenges in food systems
by ensuring its sustainability. Climate change pressure in food systems is being addressed by
ensuring new and less impactful farming methods, which can substitute traditional and
damaging ones currently used. Moreover, population growth is addressed by the creation of
farming practices that can guarantee the sustainability of food systems, specifically by ensuring
efficient resource usage, better nutrition, and food security for the future. Farmer poverty and
child labour is addressed as well through the implementation strategy mainly focused on
guaranteeing support to farmers when incorporating these new methods. Also, farming will
become more efficient, which can provide better yields and consequently better living
conditions. All these contributions will have significant impacts on hunger levels in the
countries where regenerative agriculture methods will be implemented.

Research Methods

In this study, a diverse range of research methods was used based on specific research
objectives. Primary research was conducted focusing on consumers’ and employees’
perception, whilst secondary research mainly focused on Nestlé’s supply chain and investors
incentives, benchmarking analysis in the European food and beverages market. In the

benchmarking exercise, Danone, Kraft Heinz, and Unilever were chosen given the fact that they
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are some of Nestlé’s biggest competitors and each of them are implementing strategies that
could be relevant to the multinational. Next, the regulatory SFS trends, namely the Paris
Agreement and the EU Green Deal were presented to understand how regulations contribute to
advancements in agriculture, food production, and environmental preservation. EU regulations
were considered as a simplification for what main pressures are felt by European countries,
even though not all of them are guided by them.

More in depth, the primary research carried out consists of a 34-question consumer survey along
with five interviews done with employees from five different departments: Sustainability,
Marketing and Communications, Finance, Innovation, and Supply Chain. These were
conducted via online meetings or provided by written responses. Finally, several
recommendations were drawn in accordance to the research question presented, mainly
concerning Nestlé’s internal and external marketing and communication strategies, its financial
operations, innovation, and sustainability initiatives. Given the complex nature of a global
MNC like Nestlé, the research focuses on Nestlé Europe, according to the company’s division
into geographical zones (Nestlé, 2013). In addition, since all researchers are European, together
with the partner company selected, Nestlé Portugal, major ease and convenience to carry out
primary research were therefore determining factors.

When looking closely at the survey, it is crucial to mention that both quantitative and qualitative
data was provided, later analysed predominantly with a qualitative approach, since the data was
first collected, then described and finally interpreted (Mohajan 2018, 24). The survey composed
34 questions, 32 close-ended and 2 open-ended. To facilitate the analysis, it was divided into
four sub-sections, each one responding to a specific set of questions as shown in Appendix 16.1.
Section 1, the “consumer profiling”, was built to report demographic data which is crucial to
identify the nature of the sample and to detect any sampling bias. Section 2 tackled the

consumers’ perception of sustainability, and its main practices. Here the extent to which
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sustainability-related factors represent a priority to consumers in grocery shopping were
assessed, as well as the frequency of purchasing sustainable food and beverages, along with the
factors that prevent buyers from purchasing such products. Consumers’ perception of Nestlé
was examined, with major focus on its sustainability efforts when compared to its competitors.
Furthermore, in Section 3, the consumers’ familiarity with SFS was addressed, assessing their
perception of how SFS can contribute to a greener future and revealing which players
consumers consider as primary responsible for environmental damage. Lastly, Section 4 aimed
to assess buyers’ familiarity level with Nestlé and regenerative food systems, exploring how
the implementation of regenerative strategies by the company could impact their future
purchasing behaviour. The sample was primarily reached via social media like Facebook,
Instagram, WhatsApp and LinkedIn, along with word-of-mouth.

Research Limitations

Although this report provides valid and feasible recommendations, the empirical results
reported herein should be considered in light of some limitations, mostly concerning the data
collection process, together with time and resource constraints. Certain data could not be
provided by Nestlé due to legal constraints which required some assumptions to be made to
reach conclusions. However, important insights were provided throughout interviews for the
writing of the project evaluation report. Moreover, it is important to underline that Nestlé is a
large company operating worldwide which makes it very complex to understand and evaluate
given potential local niches and consumer preferences.

The reach of the survey was limited both in number and diversity of the participants as, given
the narrow time span and resources at hand, 200 responses were collected. The sample was
selected through a convenience sampling technique for its advantages in terms of budget and
time. Nevertheless, it led to a few research biases, mainly due to the use of restricted number

of channels to target the audience, noticeable by the small variety of respondents’ profiles,

44



Field Lab — Partnerships for Sustainable Development Fall 2022-23

notably in terms of age and nationality. In future studies, a random sampling approach would
be suggested to minimize sampling biases and consequently maximize the validity and

generalizability of the study (Zieffler, 2019).

Food and Beverages Market

Consumer food sustainability is one of the major challenges that companies in the F&B industry
are currently facing around the globe and the COVID-19 pandemic has further underlined the
importance and necessity for sustainability (Garnett 2013; Bellotti and Panzone 2016; Baldy
2019; OECD 2020). In Europe alone, 25% of the average material footprint of an individual
can be traced back to food consumption (Valumics 2021). In fact, in the EU, food is considered
the main driver of household consumption causing environmental impacts, followed by housing
and mobility (BEUC 2020). Given these facts, consumers have begun to scrutinise the impact
they have on the environment more intensely and are increasingly valuing sustainable brands
over traditional ones (BGI 2021).

Indeed, this trend has been highlighted in a 2022 Deloitte research paper, whereby consumers
have been increasingly incorporating sustainability into their consumption patterns of products
they frequently use (Deloitte 2022). This move coincides with the overall consumer shift
towards embracing sustainability as a lifestyle (Biceika and Robles 2021). Moreover,
consumers are actively scrutinising the brands they buy regarding the firm’s ethical and
sustainability practices, and if not deemed satisfactory, the brands are not bought anymore. An
issue for companies, however, is the fact that many consumers mistrust corporate sustainability
claims and their alleged impact (Deloitte 2022).

Consumers can be seen as the shaping force behind how companies engage in sustainability.
Increasingly, consumers are of the opinion that large companies should be the ones striving for
change and should be actively involved in creating a positive effect on society and the

environment. It can hence be argued that the public is more attracted to a purpose over profit
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model, where firms strive to eliminate negative effects from their business practices and supply
chains, in turn setitng the goal of creating meaningful impact (Glasshallmark 2022).

To stay on top of consumer preferences, companies have already taken strides towards
embedding sustainability into their business strategy and practices. In practice, this means
moving towards a more sustainable form of food production, innovating environmentally
friendly packaging, and aiming to reduce waste. Further, to accelerate this journey, it has been
observed that companies partner or intend to partner with or acquire other companies in their
respective industries (Deloitte 2022). These trends highlight the importance for a company to
remain flexible in their corporate strategy and for the ability to incorporate new consumer
trends. In line with consumers seeking to fully understand the impact of their consumption and
how companies aim to create future positive value, numerous brands have begun to ramp up
their outward communication regarding their impact and undertakings, therefore becoming
more transparent and traceable (BGI 2021). In fact, there is a strong business rationale behind
openly communicating, as companies that are perceived negatively risk losing customers and
revenue (PwC 2021). Companies with clearly defined and communicated sustainability
strategies can reap the benefits as a CapGemini survey has shown; 77% of organisations have
seen an increase in customer loyalty and 63% a revenue uptick (Capgemini 2020).

Having explored the trends which impact the industry, it is also vital to understand some further
threats to firms. Some common threats are issues such as the strong bargaining power of
retailers and discounters, which in turn exerts pressure on companies’ profit margins. Further,
sudden external impacts arising due to climatic occurrences such as droughts or monsoons can
affect a firm’s profitability and ability to plan (Atradius 2022). Another challenge that is
prevalent is the rising demand from consumers for product traceability, signifying that
companies will need to invest more time and resources into tracking where all their ingredients

for their products come from (HPG Consulting 2021). Lastly, a significant threat to companies
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in this industry is the passing of new regulation and the resulting time pressure to implement

these (Columbus 2022).

Regulatory trends on food systems

Over the past years there have been three major regulatory developments, the SDGs, the Paris
Agreement, and the EU Green Deal, which have impacted how businesses operate and will
shape the industry going forward with regards to sustainability.

The SDGs are objectives set out by the 193 member states of the United Nations (UN) in 2015
and aim to tackle 17 overarching goals and 169 targets by 2030 (Global Goals, n.d.). The plan
sets out to end issues such as poverty, hunger and inequality whilst also protecting the planet
and strengthening social aspects like education. A key player to identified help achieve the
targets is the private sector, since companies can help foster collaboration and innovation,
which in turn should lead to a faster progression in the achievement of the 17 SDGs.

The Paris Agreement, a legally binding international treaty, was set to attain following goals:
the reduction of greenhouse gas emissions to 2° C to contain global temperature rises, a revision
of countries’ commitments every five years via an updated national climate change plan, and
the provision of financial support to developing countries which suffer most from climate
change impacts. The agreement is also based on a close cooperation between countries to
successfully deal with climate change, as well as to guarantee transparent monitoring and
reporting in its climate goals attainment (United Nations n.d.). Since 60% of the required
emission reductions will come from businesses and the private sector (Climate Trade, 2022),
different regulations were imposed on companies concerning emissions. One of them is the
GHG emission rights trading scheme, which offers polluting companies to offset their
emissions with projects that provide carbon credits, such as renewable energy projects or

forestry projects (Climate Trade, 2022).
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The EU Green Deal’s main objective is to make Europe the first climate-neutral continent by
2050, with one third of the €1.8 trillion investments to be financed from the NextGenerationEU
Recovery Plan and the EU’s seven-year budget (European Commission n.d.). Within
agriculture, developing sustainable food systems is at the heart of the EU Green Deal. In this
area, proposals include a Common Agricultural Policy (CAP) reform and strategic plan, an
organic farming action plan, and the development of an EU agri-food promotion policy. In
addition, there are measures for farmed animals’ welfare, sustainable use of pesticides, and the
development of new policy for nutrition labelling (European Commission n.d.). The “From
Farm to Fork” strategy was developed to make EU food supply chains more sustainable, thereby
organising it into four key dimensions: food loss & waste prevention, sustainable food
production, sustainable food processing & distribution, and sustainable food consumption
(European Commission n.d.).

Some of the reforms until 2030 that will impact businesses will include a required 50%
reduction of the use of chemical and other hazardous pesticides, as well as the same percentage
decrease in nutrient losses, while ensuring no deterioration in soil fertility. Moreover, fertilizer
usage will need to be reduced by at least 20% and sales of antimicrobials for farmed animals
and in aquaculture by 50%. Lastly, 25% of total farmland should fall under organic farming by
2030 (European Union, 2020).

A proposal for a legislative framework for sustainable food systems will be put forward to
support the implementation of the strategy and development of sustainable food policy to be
adopted by 2023. Additional measures include developing an EU Code of conduct for
responsible business and marketing practices and tax incentives to encourage the purchase of
sustainable food. Furthermore, legally binding targets to reduce food waste across the EU will

be put in place and €10 billion will be made available under Horizon Europe to be invested in
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R&D in areas such as food, bioeconomy, natural resources, agriculture, fisheries and
environment (European Union, 2020).

Sustainable regenerative agriculture presents itself as a complete solution to answer different
challenges, whilst complying with the aforementioned regulations. As shown, multinationals
such as Nestlé can present solutions to help countries achieve the goals set out by the respective
regulations. However, regulations can also pose issues as the implementation on a national level
can differ starkly and will need to be adjusted accordingly. This means that regional differences
need to be considered when doing business, thereby hampering the speed at which a company-

wide strategy can be implemented (Guimaraes, Interview, 7 December 2022).

Benchmarking

Multinationals

Unilever

As part of the firm’s strategy to reach regenerative agriculture, Unilever has entered into a
partnership with Tikehau Capital, a private equity firm, and AXA, an insurance company, to
establish an impact fund which will invest into the regenerative agriculture transition. This
movement builds upon Unilever’s previous commitments to invest €1 billion in climate and
nature projects, which have the target of allowing the company to take targeted and meaningful
action to address climate change and grow ingredients responsibly (Unilever 2022). The three
partners have committed to each invest €100 million and the fund will also be open to external
investors, with the goal of reaching €1 billion of committed capital. Three main areas will be
targeted; soil health to enhance biodiversity, preservation of water resources and helping fight
climate change; the future supply of regenerative ingredients to meet the needs of a growing
global population and consumer demand for increasingly sustainable products; and lastly, help
unlock technological solutions that aim to accelerate the transition to regenerative agriculture

(Tikehau Capital 2022). Unilever, Tikehau Capital, and AXA highlight that the aforesaid
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transition can only be tackled if a collaboration between all players in the value chain occurs
(Unilever 2022). This partnership presents an opportunity for players from different sectors to
combine specific industry knowledge and financial bases to confront a wide-reaching issue.
Kraft Heinz

In September 2022, Kraft Heinz became a strategic partner of StartLife, an accelerator
programme. StartLife onboards 40 new start-ups every year and works with more than 400
globally, giving the multinational access to an ecosystem of companies dedicated to solving the
most pressing issues in the agrifoodtech sector (Southey 2022). The firm aims to source new
technologies and ideas to support its business whilst offering start-ups support and access to
research and development facilities (van Beek, 2022). This partnership highlights the different
avenues a multinational will take to ensure that innovation continues at a steady pace. Further,
it showcases the importance start-ups can have in solving pressing issues for larger companies
and how both parties can profit from collaborating.

Danone

In 2009, the firm set up “Danone Ecosystem” which develops and supports projects that
advance the public interest in ecosystems where the company operates. At the time of inception,
Danone shareholders invested €100 million of the company’s 2009 benefits into the newly
created ecosystem. The goal is to co-operate in building business models that take on topics
such as environmental sustainability, including sustainable sourcing and regenerative
agriculture (Danone n.d., a). This social innovation fund, one of three in total, is a building
block to create value as part of the multinationals overall 2030 commitment (Danone n.d., b).
The projects currently being undertaken can be split into four areas, each corresponding to an
activity in Danone’s value chain: sourcing and watershed, distribution, caring services, and
recycling (Danone n.d., c). The ecosystem also incorporates partners from different corners of

society, such as non-profit organisations, institutional outfits, and academic partners (Danone
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n.d., d). Another component of this ecosystem is the Danone Manifesto Ventures, which is the
firm’s corporate venture arm. This fund invests into early-stage companies that have potential
to bring significant capabilities and impact to the market. The multinational not only provides
mentoring, but also financial incentives, expertise, and operational assistance (Danone, n.d., e).
These initiatives not only underline how a multinational can work together with a variety of
partners to create positive value, but also how the engagement of local grassroot enterprises can
help find solutions to Danone’s overarching environmental and social issues.

Start-ups and Smaller Competitors

Stockeld Dreamery

The Swedish start-up is creating plant-based alternatives for dairy products such as cheese,
yogurt, and ice-cream. In 2021, they launched their cream cheese which is based on fermented
lentils and chickpeas (Stockeld Dreamery n.d.). The cheese market represents a $60 billion
market, still dominated by traditional cheeses made from animals’ milk, with plant-based
alternatives currently failing to convince consumers to switch. Given that it takes 3,000 litres
of water and 12 m2 cropland per year to produce 1 kg of cheese, there is an increasing demand
for plant-based alternatives to produce more sustainable cheese.

NapiFeryn Biotech

The Polish start-up has developed a technology that allows it to obtain food grade proteins from
oilseeds. At the moment their focus is rapeseed, which is the residue after pressing rapeseed oil,
but the technology can also be used on other crops, using waste to produce protein. Once the
plant material has been pressed and the oil extracted, NapiFeryn extracts protein from the
leftover material (NapiFeryn Biotech 2020). This plant-based protein has the same nutritional
value as other like soy proteins and therefore offers an alternative to animal-derived isolates
(Protein Report 2022).

Bio-Lutions
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Using a mechanical process, the small German company created a self-binding and long-lasting
natural fibre from agricultural residues. From this process, the company can create
biodegradable and compostable single-use disposables and packaging. In production, wet- or
dry-moulding technology is employed, whereby the dry process works entirely without water.
The natural fibres developed by the firm have customizable properties that make them suitable
for a variety of product solutions. A striking aspect is that the firm’s process does not depend
on asingular crop or plant, but can be adapted to local agricultural residues, ranging from wheat
and nettle to vine shoots (Bio-Lutions 2019). This paired with the fact that the material does
not require chemical additives, allows the fibres to be produced on an industrial level and can

compete with cardboard and paper with regards to the pricing level (Albrecht-Heider 2019).

Main Stakeholders

Investors

The COVID-19 pandemic caused an acceleration in the interest and urgency to tackle climate
change as it highlighted how a black swan event can cripple economies and disrupt companies
and supply chains, bringing the future impacts of climate change to the forefront of investors’
minds. In fact, an EY survey conducted in 2021 gave insights that 74% of institutional investors
are now more likely to divest from companies based on poor ESG performance, a higher
number than before the COVID-19 pandemic (Abu-Shakra 2021). This means that firms not
only have to focus on creating shareholder value, but also sustainable development and long-

term value creation (Toh 2021).

Moreover, an increasing number of shareholder resolutions encompassing issues about the
environment or society are being passed at annual general meetings with proposals focusing on
deforestation and climate lobbying successfully voted in at Proctor and Gamble and Chevron
respectively (Mooney 2020). Additionally in the future, companies that are more vulnerable to

impacts resulting from climate change could see an increase in their insurance premiums as
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well as their cost of capital (Sharfman, Fernando and Vahap 2008, Chava 2014; EI Ghoul et al.
2018). In fact, companies with a higher ESG rating are seen to have lower idiosyncratic risks,
which can be attributed to superior risk management and internal compliance standards
spanning the firm’s operations, therefore putting the company in a position to be more resilient

and less exposed to negative impacts resulting from external shock factors (Toh 2021).

Lastly, large institutional investors such as BlackRock as well as regulators like the US Federal
Reserve are pushing companies to become more transparent in their reporting of sustainability
metrics (Qiang, Saurav and Viney 2021). This means that companies are likely to face increased
scrutiny and can be held accountable if they are engaging in “greenwashing” (Halper, Bussiere
and Shriver 2021).

Employees

From the interviews with employees (see Appendix 15), it became evident that Nestlé has
significantly improved its internal sustainability communication in the last years. Many
admitted they did not consider the company’s sustainability practices when they first joined
Nestlé since sustainability was not such a focal point at the time. However, they highlighted
how the company has been engaged in efforts to make its business activities more sustainable
for a long time, explaining that internal and external communication about them has improved.
Overall, employees feel that Nestlé integrates sustainability into its corporate culture, referring
to multiple internal initiatives the company has taken to involve employees in this journey and
how there is always a space for sustainability in the agenda.

Suppliers

The Covid-19 pandemic caused great disruptions in the global supply chains, highlighting their
risks and lack of resilience, and the Ukraine-Russian war only worsened the situation with high
inflation (Kaltenbach 2022). Suppliers face higher costs due to higher energy and fertiliser

prices. Transportation and logistics costs are also rising due to shipping disruptions and labour

53



Field Lab — Partnerships for Sustainable Development Fall 2022-23

shortages. In fact, the FAO Food Price Index (FFPI) reached a record of 159.3 points in March
2022, meaning the average price for a basket of food commodities was the highest ever. In
October 2022, the FFPI averaged 135.9 points, remaining 2.0% percent above its value in the
corresponding month last year (FAO 2022). Even though this result shows inflation is slowing
down, the world cereal prices are higher due to shortages in the supply of this commodity, so
companies relying on these suppliers are seeing their costs of goods sold increase.

In the crisis recovery, it is likely that there will be a redesigning of the supply chain. Firstly,
suppliers will need to proactively engage in risk management to increase resilience through
greater visibility, agile processes, and robust networks which also help achieve sustainability
goals and compliance with supply chain standards and regulations. Secondly, suppliers will bet
on an intelligent and agile supply chain through the greater use of technology. Finally,
sustainability will be a priority to companies pursuing sustainable commitments by
transforming their operations to be circular, net zero and trustworthy. To be successful,
suppliers will need to nurture talent since new practices may require employees to take on more
complex roles. On top of this, suppliers must build trust through transparency, using systems
like blockchain (Ollagnier 2022).

Consumers

By looking at the sample demographics of the 200 responses collected, the main group of
respondents are women (54%) (Appendix 16.2, Q1) and the predominant age groups are 18-25
(51%) and 26-35 (24%) (Appendix 16.2, Q2). The most common nationalities are Italian (45%)
and Portuguese (37%) (Appendix 16.2, Q3) with a large part of the answers coming from full-
time employees (47%) and students (39%) (Appendix 16.2, Q4). The most observed educational
level completed by participants is a bachelor’s degree (44%) (Appendix 16.2, Q5).

When looking into consumers’ buying behaviour, results show that 51% of respondents

prioritize product quality when buying groceries, followed by price, promotions, and
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sustainability ranking in 4™ position (Appendix 16.2, Q8). With regards to the sustainability
practices they value the most, respondents seem to be more concerned about respect of human
rights (62%), sustainable packaging and product sourcing (59%), and commitment to ethical
working practices (54%) (Appendix 16.2, Q9). When analysing the importance of sustainability,
the average score was 4.13 on a scale of 1-5 (Appendix 16.2, Q10).

Delving into the buyer trends, 48% report to purchase sustainable products sometimes, and 32%
often (Appendix 16.2, Q11), buying them due to their quality, nutrition & health benefits, ethical
practices and commitment towards society/environment (Appendix 16.2, Q12). However, price
was identified as the main factor preventing consumers from buying more sustainable products
(82% selected it as first among all factors), followed by negative reputation (38%), and
availability (32%) (Appendix 16.2, Q13). Moreover, 47% of respondents classified the impact
of sustainability efforts as 4 or 5 (scale of 1 to 5) regarding their brand loyalty (Appendix 16.2,
Q14). When looking at Nestlé’s sustainability efforts in comparison to three other competitors,
the company ranked in 3" position, after Unilever and Danone, and before PepsiCo, with 22%
of participants considering Nestlé the least sustainable of all (Appendix 16.2, Q15).

Next, respondents were asked about their familiarity with SFS and an average score of 2.79 was
obtained, with only 25.5% knowing about the concept (voted 4-5) (Appendix 16.2, Q17).
Regardless of their level of knowledge about SFS, 86.5% still voted 4-5 when asked about the
relevance of SFS for the future (Appendix 16.2, Q18), prioritizing SFS aspects as food security
and positive environmental impacts (Appendix 16.2, Q19). Most consumers (88%) identified
multinationals as having a significant responsibility over global environmental damage
(Appendix 16.2, Q20), with 50% considering as primary responsible for it, followed by
governments and international organizations. In terms of industries, participants identified
transport/aviation and energy as the most impactful on environment, with agriculture/farming

in 3" place (Appendix 16.2, Q22), showing great concern for environmental challenges such as
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deforestation (72% ranked as 1%t or 2" choice) and GHG emissions (51% ranked as 1%t or 2"
choice) (Appendix 16.2, Q23).

Moreover, a large majority of individuals show familiarity with Nestlé (91%) (Appendix 15.2,
Q24), with 41% of respondents affirming to sometimes buy Nestlé products, and 36% rarely
(Appendix 16.2, Q25). On a scale from 1-5, the firm’s products ranked on average 3.33, with
42% of participants rating them with 4 (Appendix 16.2, Q26). The factors in which Nestlé
products seem to excel among consumers are taste and quality, followed by price, whilst the
lowest ranked factors concern its value creation strategy, sustainability efforts and nutritional
values (Appendix 16.2, Q27). Results from Section 4 concerning RFS show low levels of
familiarity with the concept (average rating of 2.37), with 54.5% of individuals rating 1-2 out
of 5 (Appendix 16.2, Q29). After learning what RFS were, 76% of participants believe they will
highly contribute to a solution to secure food supply in the future (ranked 4 or 5) (Appendix
16.2, Q30). Furthermore, when specifically asked about the Generation Regeneration strategy
by Nestlé (Appendix 16.2, Q31), only 7% of respondents were aware of it but 70.4% stated it
was likely or very likely their loyalty to Nestlé would increase if the company would implement
regenerative strategies for its products (Appendix 16.2, Q32). In addition, 37.2% reported to be
likely or very likely to pay more for goods produced according to this strategy (Appendix 16.2,
Q33), highlighting transparency when communicating its projects, impact measurement, and
major awareness on product sourcing displayed on packaging to be the main factors that could
lead them to either buy or pay more for Nestlé products (Appendix 16.2, Q34).

Finally, the survey evaluated specifically consumer perceptions of Nestlé and multinationals.
When asked about sustainability initiatives developed by Danone, PepsiCo, Unilever and
Nestlé, 75% of answers were “None”, which indicates poor communication from these brands.
Moreover, Nestlé was only mentioned once with a positive initiative, while Unilever or Danone

were identified through different initiatives (Appendix 16.2, Q16). Furthermore, when asked
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about which Nestlé features could be improved, most answers focus on unethical conduct and
human rights, as well as non-healthier/non-nutritious products (Appendix 16.2, Q28).
Recommendations

In this chapter, suggestions for Nestlé are brought forth, based on the benchmarking exercise,
investor and supplier analysis, as well as the consumer survey, and employee interviews.

The recommendations proposed are divided in 3 main sections accordingly to the challenge
areas they aim to tackle. In Section 1, brand perception, the main challenges addressed are the
consumer mistrust towards Nestlé, the perceived lack of transparency of its sustainability
efforts, the generational gap for the implementation of sustainability practices, and the
opposition of farmers regarding the benefits of regenerative agriculture. Section 2, finance and
innovation, aims to provide solutions to accelerate the transition to SFS by addressing the
increasing consumers’ and investors’ demand for sustainability efforts, aiming to speed up
Nestlé’s progresses in terms of innovation and R&D. Finally, Section 3, new product
development, aims to address the poor perception of the nutritional values contained in Nestlé’s
products, and the current use of plastic for product packing.

1. Brand Perception

1. Improve communication strategy related to sustainability at the corporate level,

particularly promoting Generation Regeneration

Given the survey results, consumers not only perceive Nestlé’s competitors as more sustainable,
but they are also unfamiliar with the Generation Regeneration strategy and the firm’s overall
sustainability undertakings. This indicates that the company needs to rethink its communication
strategy and understand how to best inform consumers of the sought-after impact, especially
for younger generations, as the survey shows that the negative perception is most prevalent in
the 18-35 age group. To address this, Nestlé could employ a company specialised in

communication services such as Emerging Ag, a boutique international consulting firm which
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provides communication and public affair services to clients in the agriculture and food sectors
(Emerging Ag 2022). Hiring such a firm would enable an improvement the communication
strategy, potentially placing a greater focus on social media and digital campaigns.

Alternatively, Nestlé can make some internal improvements to convey its message to
consumers, raising awareness about regenerative food systems. In the survey, consumers
identified deforestation and the reduction in GHG emissions as the most urgent environmental
problems to address. Moreover, based on the results obtained in the last sustainability campaign
of Nestlé¢ Portugal “E Tempo de Regenerar”, consumers are more interested in topics like
planting trees and regenerative agriculture rather than the usage of renewable energy or green
car fleets. This should be considered as the main topics when creating content for a campaign.

2. Improve Nestlé’s employee ambassador programme

From the employee interview results, one can draw recommendations to help Nestlé leverage
its corporate culture embedded in sustainability. The company already uses employees as brand
ambassadors with an app called “We Are Nestlé” where they have access to up-to-date content,
which can be published on their social networks and shared with friends and family through the
platform. However, impressions, clicks and reactions to these publications are only monitored
for LinkedIn and Twitter, excluding the most used networks in Europe — Facebook and
Instagram (Statcounter 2022). Therefore, Nestlé could improve its approach by accounting for
these metrics on the latter social networks, while potentiating number of employees involved
by offering them rewards in the form of benefits such as bonuses, vouchers, or invitations to
special events, to motivate them to share Nestlé’s content and turn them in micro-influencers.
The company could provide them with more communication training and even create an
Instagram account that employees could manage. In fact, brands close to Nestlé like Starbucks
have implemented similar employee programmes by creating partner accounts on social media

to encourage employees to share posts and build a community around the famous coffee brand
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(Kim 2021). Having Nestlé¢’s employees directly sharing the company’s initiatives, insights of
their day-to-day activities, as well as pitching the brand whilst introducing Generation
Regeneration strategy, can become a great way to promote Nestlé to both consumers and future
employees. The outcomes will be higher brand awareness and consumers’ trust, improving
employee-company engagement and employee satisfaction.

3. Improve transparency and traceability through new channels of communication with

consumers
From the survey, Nestlé is seen as unsustainable because of a lack of trust caused by low
transparency and traceability of Nestlé’s products and the multiple scandals in which the
company has been involved throughout the years. The company already undertakes a yearly
reporting of sustainability efforts where it shows which areas are being targeted by company
activities. However, this communication fails to reach most consumers, due to overwhelming
flows of information and a lack of dedicated channels. Therefore, one recommendation is to
create more effective channels to regularly communicate about the company’s sustainability
efforts, rather than only through annual reports. Nestlé could simplify the corporate website and
develop a newsletter or monthly updates on the company sustainability developments in a
creative, clear, and engaging way. Consumers would appreciate knowing about conferences
and initiatives Nestlé participated in, or which new R&D developments are ongoing in
packaging for instance, as it is a major concern for consumers when looking for sustainable
products. This type of content would have a bigger impact, as it is sometimes difficult to
implement new packaging solutions since Nestlé needs to comply with various regulations and
requirements for food security (Guimaraes, Interview, December 7, 2022). Therefore, an
increase in the transparency regarding regulations and further challenges faced by Nestlé would

help consumers understand the dynamics that hamper MNCs sustainability endeavours.
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This can also be done in an educative way, with Nestlé developing initiatives to highlight
different sustainability topics to consumers, thereby featuring how Nestlé is addressing these.
Other multinationals, such as IKEA, are already deploying this strategy by running a podcast
where employees share relevant information on social topics (IKEA, 2022). Further, the
company can improve its corporate website by giving consumers clearer information about
what Nestlé is doing in terms of sustainability practices instead of having this information in a
more detailed fashion on the individual brands’ websites. Additionally, Nestlé could invest into
an after-sales service to provide consumers with the possibility to clear any queries.

4. Narrowing generational gap through transfer knowledge communities

The results emerging from the consumer survey reveal a significant generational gap in terms
of knowledge and buying habits regarding sustainable products, showing higher levels of
awareness and environmental concern in younger generations. To date, older generations still
hold a stronger purchasing power than younger ones when it comes to grocery shopping
(Fengler 2021). Even though most individuals believe that multinationals should be the main
driver behind the transition to a more sustainable future, the fact that MNCs’ offerings are
driven by consumers’ demand is overlooked. The power dynamics in place makes consumers
both the drivers and the targets of MNCs product offerings. Currently, the company provides
sustainable alternatives while waiting for a solid shift in consumer’s behaviour towards higher
sustainable demand (Guimaraes, Interview, December 7, 2022). To accelerate sustainable
trends in consumer demand, Nestlé should implement a social programme to help narrow the
generational gap by bringing young and old generations together. By creating a community, the
former could help the latter by raising awareness on the importance of day-to-day individual
sustainability practices and sustainable product consumption. Further, this initiative is
advantageous for older generations as it tackles elderly social loneliness issues, while

simplifying and filtering the information on the topic for them. To increase participation and
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adherence, and to promote and raise awareness about Nestlé’s sustainable product offering,
monetary incentives in the form of vouchers and discounts could be offered concerning Nestlé’s
sustainable products lines. In doing so, younger individuals can contribute to the change into
SFS by collaborating with older generations, narrowing the generational gap. Moreover, it
would lead to better and clearer knowledge transfer across different consumer segments, while
tackling the problem concerning the inability of older generations to access information.

5. Develop Regeneration Knowledge Centre for farmers

From an interview with Rui Couceiro, Procurement Business Partner at Nestlé Portugal, one of
the main challenges Nestlé Portugal is facing regarding the Regeneration approach which is
also felt throughout Nestlé Zone Europe is to convince farmers about the benefits of
regenerative agriculture. Farmers are reluctant to invest in such projects because of the upfront
risks they take on, so the company is currently sponsoring them. The research about supply
trends also highlighted how training might be essential to make sure sustainable practices are
followed by suppliers. Nestlé already has a YouTube channel dedicated to farmers called
“Agripreneurship Academy” to teach them best farming practices, but this can be expanded to
different online channels. To facilitate and speed up the implementation of regenerative
agriculture, Nestlé could develop a knowledge centre for farmers on its website like Danone
has done (Danone n.d.) disclosing information about this new approach to agriculture, by
providing handbooks about best practices and keeping this information available for consumers
to increase process transparency. Additionally, Nestlé could create an area dedicated to farmers
where they could log in and have more detailed information as well as share experiences and
interact with other farmers. This process would also create a stronger bond between the
multinational and the farmers they rely on, whilst signalling that both of their interests align
strongly and cooperating further can be beneficial for both in the future.

2. Finance and Innovation
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1. Establish an impact fund with a private equity firm and an institutional investor

Although since 2001 the firm does have a venture capital fund which is independently run by
Inventages Ventures Capital GmbH, competitors have gone a step further in committing capital
to leading the progress (Nestlé 2002). As seen in the benchmarking section, Unilever has
recently set up a partnership with Tikehau Capital and AXA. Nestlé could greatly benefit from
setting up a similar partnership, which in essence would entail searching for an experienced
private equity firm and an institutional investor, such as an insurance company, with significant
financial resources and commitments to sustainability. Given investor appetite to incorporate
ESG considerations into their investment decision making, Nestlé should take advantage of this
trend. Indeed, partnering with a large institutional investor and a world-renowned private equity
firm would facilitate raising capital for such a fund, potentially leading more committed capital.
Teaming up with a private equity firm would also ensure the availability of the necessary
financial expertise and global network. Further, working together with a private equity that has
an agriculture and food sector focus would enable a more synergetic approach to the
partnership. Eligible candidates for this could be AGR Partners or Stafford Capital Partners,
amongst others. AGR Partners deploys capital along the agriculture and agribusiness value
chain (AGR Partners 2022), whilst Stafford Capital invests into the global agriculture and food
sector with the goal of improving agricultural productivity in a sustainable way (Stafford
Capital 2022). Therefore, setting up a fund with a specific investment focus on regenerative
agriculture would allow Nestlé to access start-ups or companies specific to their journey. For
the firm, this opportunity would either present an opportunity to seek a strong financial return
on the investments or to enter a partnership or acquire the companies from the fund’s portfolio.
Lastly, this move can help Nestlé engage with investors as well as showcase the public as well
as other investors that the firm is dedicating resources to accelerate the transition towards a

more sustainable future.
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2. Rebrand current corporate venture capital arm, aligning it with overall company

regeneration strateqy

Independently of whether Nestlé launches an impact fund or not, the company can also take the
decision of shifting the focus of its corporate venture capital arm into an area that more strongly
corresponds with the overall movement of developing sustainable food systems. This could be
setup in a similar way as competitors have done such as Campbell’s. Campbell’s venture capital
arm, Acre Venture Partners, has the goal of investing into the future of food and agriculture.
Specifically, the focus is on population health, planetary well-being, climate solutions and
responsible production and consumption (Acre n.d.). An advantage of corporate venturing is
the fact that it allows firms to respond faster to changes in the market, such as the increasing
consumer and investor demand for sustainability. In tandem with this, the ability to deploy and
disengage capital faster is a stark difference to how corporate research and development works
(Lerner 2013). Given Nestlé’s overarching commitment to become regenerative, setting
investment targets for the venture arm that help drive the transition towards sustainable food
systems can be beneficial. In fact, such a move would allow an increase in its focus on acquiring
emerging food brands and integrating these into the wider company network. This would not
only enable the company to access innovative products and processes, but it would also allow
the firm to buy up brands that can have significant future potential. Such a move can also signify
future cost savings in the form of M&A transaction costs, but also benefits such as increased
customer loyalty and revenue. In fact, the results from the survey indicate that consumers value
sustainability and they integrate this factor into their consumption decisions. Therefore, Nestlé
should capitalise on this trend and through its corporate venture arm invest money into
promising sustainable start-ups.

3. Establish a partnership with a regenerative agriculture start-up accelerator
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Another recommendation that can be put forth based on what a competitor is doing would be
to partner with a start-up accelerator solely focused on regenerative agriculture. This is
something that Kraft Heinz has undertaken, as it partners with an accelerator programme that
is specifically focused on solving issues in the agrifoodtech sector. Again, the advantage of
engaging in such a partnership would be the faster access to innovative solutions regarding
regeneration. Further, partnering with an accelerator programme would allow Nestlé to
complement its R&D initiatives by allowing a third-party to screen start-ups based on
predefined criteria and benchmarks. An example of an accelerator Nestlé could partner with is
HECTAR, a European agri- and foodtech accelerator. HECTAR already works together with
the HEC Paris incubator which in turn provides access to its knowledge ecosystem (HECTAR,
n.d.). For Nestlé this three-way partnership would enable it to gain access to young innovative
start-ups whilst simultaneously working with an academic institution. Nestlé currently runs an
“R+D Accelerator” network encompassing 12 sites across 8 countries with each location
focusing on a specific product category such as dairy or coffee (Nestlé 2021). Although this
network is important to further innovations within the relevant product categories, setting up a
partnership with a specialised accelerator programme would enable the company to double
down on its commitment to become a leader in sustainable food systems. Committing to such
a partnership can therefore be interpreted as an all-in strategy to achieve a leadership position
in the regenerative agriculture realm. Nestlé could also utilise this partnership to showcase
consumers and investors which steps are being undertaken to further the multinationals
sustainability commitments.

3. Product Development

1. Develop new healthier and sustainable products

From the survey results it became evident that consumers perceive nutritional value as one of

the most important aspects when it comes to food. However, they perceive Nestlé’s products as
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unhealthy or not nutritious. Even though the company has been investing in the development
of healthier and more sustainable products, Nestlé could try establishing more partnerships with
interesting food start-ups, betting on plant-based alternatives and developing more organic and
bio products. The new products could be developed either by expanding the portfolio of existing
brands or under new brand names depending on the country as consumers have different brand
perceptions in different locations. Two examples of start-ups that the firm could acquire and
integrate into the wider company network would be Stockeld Dreamery and NapiFeryn Biotech.
As mentioned in the benchmarking section, the first start-up has created a plant-based
alternative for dairy products based on legumes. Acquiring such a start-up would allow Nestlé
to enter the $60 billion cheese market without committing significant capital to R&D processes
and go through numerous iterations before being in the position to present a similar product.
The second start-up has created a technology to extract food grade proteins from oilseeds. In
line with the company commitment to become regenerative, acquiring such a raw material
would enable Nestlé to break into this novel market, while promoting circular economy.

An advantage of employing this strategy would be to give the multinational the opportunity to
highlight and communicate to consumers how the sustainability journey is progressing.
Therefore, clearly showcasing how the company is advancing its commitments through
acquisitions of innovative sustainable start-ups can help improve this metric. Further,
integrating these start-ups into the wider company network would ensure that Stockeld
Dreamery and NapiFeryn Biotech can profit from the resources that a multinational such as
Nestlé can offer in the form of expertise and facilities.

In addition, even though the survey suggests that consumers demand more sustainable products,
there is a mismatch between what they demand and what they buy (Guimaraes, Interview,
December 7, 2022). High prices were pointed out as one of the major barriers for shoppers to

consume more sustainable products, but a part is also related to their personal taste and mind-
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set. To give consumers incentives to buy more sustainable products, Nestlé could implement
QR codes on the packaging of healthier and sustainable products which consumers can scan to
earn points and convert into discount coupons. Danone is one of the brands which has engaged
in this sort of initiative by having QR codes implemented on their products (Tode n.d.). This
strategy would create a loyalty programme to increase consumers’ loyalty to Nestlé brands,
promote the consumption of sustainable products, and get insights about consumption patterns.

2. Invest into start-ups working on sustainable packaging

In-line with Nestlé’s sustainable packaging strategy with goals like reducing the usage of plastic
packaging material, improving packaging, and ameliorating the packaging system, the firm
could increase the pace of this change by acquiring and integrating start-ups (Nestlé 2022). In
2020, Nestlé not only announced that it would invest up to CHF 2 billion to source more
recycled-plastic packages, but it also set out to launch a CHF 250 million sustainable packaging
venture fund (Reuters 2020). Therefore, a recommendation that can be brought forth is to utilise
the venture fund to acquire Bio-Lutions which has developed a technology to produce natural
biodegradable fibre from agricultural residues from all sorts of crops or plants, promoting not
only the reduction of single plastic use but also the advance in circular economy. Acquiring a
start-up such as this one would allow Nestlé to transfer key learnings to products currently in
the R&D phase. Given their size, start-ups can innovate and disrupt the status quo faster than a
large multinational could. Further, giving the start-up access to leading in-house knowledge as
well as capital can provide them with the opportunity to further improve their products and
align their technology to Nestlé’s product portfolio. Given that packaging is something
consumers come into direct contact with, providing alternatives with strong sustainable
credentials can help aid improve the firm’s perception. In fact, Bio-Lutions provides an
opportunity to showcase that through the usage of their product, Nestlé is engaging in the

development and utilisation of sustainable packaging whilst also ensuring that the products used
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for this are sourced locally. As mentioned before, there are different regulations that constraint
Nestlé’s adoption of packaging solutions. However, these alternatives to plastic can be used in
in-store points of sale or packaging which is not in direct contact with the food to advance the
change without compromising food security. As mentioned above, integrating these products
into the company can accelerate the transition to a plastic-free future at a faster pace than
without them, as key learnings can lead to further innovations.

Implementation Plan

To map the recommendations and to provide Nestlé with a concrete action plan, the action
priority matrix was used which lays out effort versus impact (Appendix 17). Impact for Nestlé
is defined as the advancement in the company’s leadership position in sustainable food systems,
while effort is measured in terms of pre-requisites, financial resources, time, and human capital.
All recommendations were analysed and discussed with Nestlé to understand their relevance
and feasibility. With all this information, Nestlé should implement the recommendations with
high impact (Major Projects or Quick-Wins) in a way they can engage stakeholders in their
quest to be a leader in the SFS transition (Appendix 18).

1) Communication on corporate level — Major Project

To educate consumers and increase awareness about regeneration and SFS, a campaign should
be launched targeting the age group 18-35 by using main channels such as social media and in-
store point of sales to have more direct contact with consumers. The marketing and
communications team will be essential to develop and implement the campaign, while the
sustainability team will support with content creation about Nestlé’s sustainable practices.

The campaign should focus on people and nature to invite consumers to return to their origins.
Currently, Nestlé’s social media posts are too focused on the product, but more emphasis should
be placed on the fact they are part of a greater mission by always including a sustainability

remark in images posted. More educational posts should be published on social networks in the
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form of pictures and videos, webinars and virtual events should be organised to discuss different
current topics, allowing consumers to actively participate and learn how to contribute to a more
sustainable world. The interaction with consumers will be crucial, so giving them the possibility
to engage in activities like planting trees with Nestlé, visit the company’s factories or even the
farms where ingredients come from, will add value.

The main message will be that all generations need to take action to cause meaningful change.
The implementation of the campaign will require some team capacity and create additional HR
costs for salaries of the respective team members and potential new employees hired to oversee
sustainability communication and interact with consumers. One challenge will be financial
resources as most of the communication budget is allocated to each brand individually.
Therefore, getting the budget from the corporate level will require internal rearrangement and
potentially create some tensions (Guimaraes, Interview, 7 December 2022). The campaign
could be launched on the 22nd of April 2023, Earth Day, to signal Nestlé’s commitment to
restore the planet. KPIs can include the number of likes and shares, number of impressions,
number of followers on social media, visits to the website, and participation in the initiatives.
2) Transparency in reporting — Quick-Win

Focusing on communicating impact through different channels closer to consumers is the main
point when implementing this recommendation. The marketing and communication team would
oversee the redesign of Nestlé’s corporate website while the sustainability team would
contribute with content creation with detailed information about the sustainability practices’
impact. When looking at the upfront cost with regards to the budget, this recommendation
would be easy to implement since Nestlé would only have to leverage existing channels by
simplify the content shared with consumers. This will require a weekly/bi-weekly preparation
to deliver relevant communication and updates. Nestlé could start this communication strategy

when launching the Sustainability Report for 2022 by sharing relevant key take-aways of the
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report to present on the new channels, and improve old ones, and connect with consumers. To
assess the success of the recommendations it would be valuable to run another survey among
European consumers, defining questions which aim to understand whether improvements in the
perception of Nestlé’s strategies and brand have occurred.

3) Narrowing Generational Gap — Quick Win

Narrowing generational gaps would require Nestlé to adopt different communication strategies
and channels to target the different age groups, aiming for a strong social media presence for
younger generations and TV and radio communication plans for older ones. Moreover, the
company could organize recurrent workshops where sustainability experts provide
recommendations on sustainable individual practises and other related topics to provide even
more information to consumers interested in adopting a better lifestyle. A large part of the
initiative’s budget will be allocated to the marketing department for realizing communication
plans that will have to be developed both on digital and non-digital platforms. Significant
emphasis must be placed on the advantage of storytelling that people have when
communicating, simplifying concepts for easy and quick understanding. To build these
communities, the company could partner up with existing digital communities focusing on
divulging sustainability information, in so doing it would be easier to launch the initiative
among younger generation and the people reach would be substantial. To reach older
generations, possible partnerships could be with local community centres, in-store advertising
and TV ads. The main KPIs for this initiative are aimed to assess the community members (in
terms of total amount of members, new members, active members), the engagement rates
(number of likes, comments, post created), and the community traffic (assessing the number of
visitors, returning visitors, homes page traffic).

4) Impact Fund Partnership — Major Project
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Launching a fund would signify a major undertaking for Nestlé. Firstly, within the firm, it will
be necessary to identify which teams need to be involved in the process, what the desired
objectives and outcomes should be and how much money the firm will commit to the newly
established fund. The most crucial point of this strategy will be the identification of suitable
partners whose interests in regenerative agriculture align with Nestlé’s. Central to setting up
this partnership will be outlining the roles of each partner and the terms of the general
agreement. Realistically, the process of finding suitable partners and the related discussions
will likely take up to a whole year. Once this has been done, another major undertaking will be
the process of raising capital for the fund, although one would expect the private equity to run
this process due to its international network and financial expertise. The main financial KPI for
the fund would be the IRR of the projects committed to, whereas a strategic one would be how
many companies that have been invested into partner with or end up acquired by Nestlé. These
two metrics would shed light into the effectiveness of the fund.

5) Regenerative Agriculture Accelerator Partnership — Quick Win

As outlined in the recommendation section, a possible partner for Nestlé could be HECTAR.
The most time-consuming aspect of this undertaking would be the internal discussions between
Nestlé’s headquarters and the relevant teams to understand what impact and outcomes would
need to be reached through the partnership. Once an internal consensus is in place, discussions
with potential candidates would ensue to align interests and to ensure a productive partnership.
Given that Nestlé is a large and well-known firm, it can be the case that accelerator programmes
around Europe apply to be considered. As the firm already has the “R+D Accelerator”
programme running, once this new specialised partnership is functional, integrating interesting
and innovative start-ups should be a straightforward process. The most relevant KPI for this
undertaking could be the number of start-ups taking part in the accelerator versus how many

partner with or are integrated into Nestlé.
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6) Develop new products and labelling - Major Project

The most important factors when considering new products development is consumers’ needs
and the timing according to consumers’ education (Martins, Interview, 10 December 2022).
Nestlé should create an implementation plan based on the pipeline strategy to ensure consumers
will demand the solution before it is presented by the company.

The innovation and nutrition teams will be the main responsible for the product development,
working with the start-ups on the use of their innovative key ingredients to ensure food security
and nutrition of new plant-based options. The sustainability team will play the role of assessing
if the product is indeed sustainable. Moreover, to develop the QR code idea to incentivize new
product consumption, a team would need to be responsible for the management of the program,
guaranteeing organisation of points and support to consumers. Potentially, an app should be
developed for consumers to easily access their points and further to read news on sustainability
efforts from Nestlé.

The costs of implementing this recommendation would be considerable since new recipes
would need to be perfected, an app would need to be developed, and the label redesigned. It
would require an increase in HR costs for the salaries of the people from the different teams.
The QR code could be implemented in the second half of 2023 with a basic app just to collect
points, with the functionalities to be potentially expanded to include more information about
the products and sustainability at Nestlé.

When accessing the measurement of the recommendation, possible KPIs could be the number
of QR code scans done per day, the number of app downloads and number of sales of new

products compared with QR scans.
Conclusions

Key Findings
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This report identified some of the main challenges of food systems and explored how Nestlé is
tackling them through its current CSV strategy by providing nutritious and affordable products,
improving living conditions of communities, and reducing environmental impact with different
measures to protect, renew and restore natural resources. The regenerative approach reinforced
the company’s commitment to promote a more sustainable future of food by implementing
regenerative agriculture along its sourcing activities.

The research focused on finding ways to increase Nestlé’s impact by collaborating with all
stakeholders to foster effective change. Based on the analysis of investor, supplier, employee
and consumer trends, recommendations were given to improve communication and
transparency to raise awareness and build trust, as well as to ensure financial support and
innovation. Overall, consumers were identified as the most crucial stakeholders as they can
accelerate the sustainability efforts of multinationals mostly by driving demand and regulatory
change. Therefore, one of the most important aspects for this transition to be successful is for
consumers to change their individual behaviour towards more sustainable consumption patterns
so companies can keep betting on more sustainable ways of operating.

Next Steps

Due to several limitations and the biases detected in this study, the presented study can be
interpreted as the starting point for further research on stakeholders' engagement in the
transition to sustainable and regenerative food systems. Specifically, one that examines the role
of governments and impacts of legislation on sustainability in the F&B industry, as the results
from the interviews showed that most impediments for MNCs, when taking steps towards
sustainable solutions, arise from complicated and country-specific legislation. It could possibly
contribute to a deeper understanding of the communication problems between MNCs and

governments.
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TEACHING NOTE

The value of transparency across supply chain operations

PART 1: Case Overview and Teaching Background

Case Synopsis

The case study at hand, explores Nestlé’s launch and implementation of the Nescafé Plan, and
the reasons that led to it. The company launched the Nescafé Plan in 2010 and, after 10 years
of progress, it is considered to be one of the world’s most comprehensive sustainability projects
in the coffee sector. The heads of the Procurement and Sustainability Agriculture Departments
made the strategic decision of developing the Nescafé Plan, in line with the decision of adopting
the Creating Shared Value (CSV) strategy, as they believed in the necessity of integrating a
long-term global strategy that would culminate in competitive advantage. In general terms,
CSV aims to reconcile a company’s profit orientation with environmental and societal needs,
focusing on building competitive advantage by incorporating a social value proposition into the
firm’s strategy, while maximizing shareholder value (Rachmawati et al., 2019). Nestlé’s
adoption of CSV has, in fact, been geared to create economic value, generating profits for
shareholders, but also addressing long-term societal issues. By reviewing the impact and
challenges arising from the company’s supply chain, with the launch of Nescafé Plan, Nestlé
decided to focus its work on three macro areas: livelihoods of farmers, sustainable and ethical
sourcing of coffee, and minimization of environmental impacts. Firstly, the plan dealt with the
poor living conditions of farmers by distributing over 230 million seedlings, providing trainings
on durable, regenerative agricultural practices, and monitoring and improving the rights of
agricultural workers (the latter, specifically in Mexico and Philippines).

To ensure the sustainable production of its coffee, Nestlé focused on reducing its negative

environmental impact in terms of water usage and Green House Gas (GHG) emissions. The
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Nescafé Plan was implemented in countries across South America, Asia, and Africa, and after
a 10-year assessment, the figures show extremely positive results, with Nestlé having
accomplished most of its initial goals and going beyond expectations in others. Nestlé knew
about the importance of positive change and emphasized monitoring and evaluation so that this
change could be measured and communicated. For this reason, throughout the years, the firm
developed a number of partnerships with external organizations (e.g., Rainforest Alliance), and
collaborated in the development of frameworks, standards, and Key Performance Indicators
(KPIs) to better monitor and evaluate its activities. Among the reasons that led Nestlé to consult
third parties was to increase levels of transparency of its operations across the supply chain.
Although Nesté has been able to achieve remarkable results, its operations have not been
without challenges. These include the high incidence of child labour, the detriment of crops and
farmers’ livelihoods caused by climate change, and the generally poor living and working
conditions of farmers and agricultural workers. (Nestlé, 2021).

Case Use and Teaching Objectives

The referred case study is intended for academic purposes in programmes related to topics as
Corporate Strategy, Corporate Social Responsibility (CSR), and Sustainable and Humanitarian
Development studies. It presents a relevant starting point for students to understand the complex
challenges and dynamics behind Multinational Corporations’ (MNCs) efforts towards
sustainability, and the relevance of supply chain transparency (SCT) in the assessment and
monitoring of these efforts. In addition, the present case study underlines the importance of
multinational companies’ supply chain when deciding to incorporate business strategies, with
particular attention paid to the opportunities of increasing a firm’s competitive advantage and
enhancing a company’s reputation through better levels of visibility and transparency of its

operations.
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In line with the case study highlights and the proposed teaching notes, we identify the following
strategic objectives:

1. Understand the importance of transparency across supply chain operations.

2. Understand SCT effects on human rights

3. Identify SCT impacts on brand reputation of a company

4. Discuss how to improve SCT practices through innovative solutions

PART 2: Teaching Plan

The case study should be introduced by professors to students, firstly inviting them to reflect
about the challenges and the questions presented. The ideal way to approach the paper would
be through different lectures organized per field of relevance (e.g. environmental impact,
human rights implications). First, students shall have time to prepare in advance and generate
drafts of viable alternative solutions to the challenges. Second, students and professors should
openly debate (a Socratic-style seminar) their opinions and ideas in order to enhance critical
thinking and facilitate the exchange of opinions.

Case introduction

The case should be approached following a thorough analysis and explanation of the distinct
stages of a supply chain, along with the structure of complex supply chains of companies
operating on a global scale like Nestlé. Subsequently, the professor could introduce some past
examples of the implications of poor SCT on company’s brand perception and on human rights,

with particular focus on Nestlé past greenwashing allegations.

Class discussion

Following the proposed introduction, after familiarizing the students on the matter of SCT in
multinational companies, the professor could open a discussion presenting the following

questions:

75



Field Lab — Partnerships for Sustainable Development Fall 2022-23

1. Why was the Nescafé Plan launched and how did it enhance operations’ transparency?

One of the reasons for the launch of the Nescafé Plan was to respond to the need of
enhancements in the transparency of its operations, which, due to its global scale and scope,
was not without complex challenges.. Before discussing transparency, Nestlé realized, first of
all, the importance of generating monitoring and evaluation standards to measure the impact of
its operations. This resulted in the creation of two important operating frameworks: the “Theory
of Change” (see Appendix 2) and a Monitoring & Evaluation (M&E) toolkit (launched in 2014),
representing fixed criteria applicable across multiple countries and diverse range of operations.
Moreover, the company set standards define what defined sustainable sourcing and
transparency and linked pillars of the KPIs put in place withh environment, human rights, and
animal welfare outcomes. According to the company, the concept of transparency is
encompassed in the process of sustainable sourcing. Notions that are closely related to
transparency are visibility and traceability of operations, all of which are part of the objectives
of the Nescafé Plan. Supply chain transparency deals with the disclosure of information on the
supply chain operations to all stakeholders, with focus on the frequency, comprehensiveness,
and target audience of the information disclosed. On the other hand, supply chain visibility
(SCV) and traceability, often interchangeable with each other, consist in the ability to track
products from the sourcing or manufacturing stage to final destination (Roy, 2021).

All three concepts have at their core information sharing and were taken into serious
consideration by Nestlé and when developing the Nescafé Plan. To achieve higher levels of
transparency, as mentioned before, the company decided to partner with third-party
organizations such as the Rainforest Alliance (RA), 4C Services, and Fairtrade to assess the
impact of its operations throughout the initial stages of its supply chain. In the meantime, such
partnerships enforced supply chain efficiency, while benefiting farmer communities (once

again, in line with the Nestlé CSV strategy).
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2. How does transparency of supply chain operations impact human rights?

The case study shows that, when assessing the main challenges emerging from the supply chain
operations, among the most critical ones are: child labour, poor living and educational standards
of farmers and their families, and subpar or even exploitative working conditions. As previously
mentioned, improving the livelihoods of farmers and a human rights approach were positioned
at the core of the Nescafé Plan. Transparency is, in fact, a promoter of both companies’ value
chains (Ford and Nolan, 2020), and suppliers’ adoption of socially responsible practices as
defined by human rights frameworks and international labour standards (see Appendix 3),
(Awaysheh and Klassen, 2010).

To tackle the mentioned human rights-related challenges, Nestlé decided to conduct human
rights due diligence, taking into considerations global standards such as the UN Guiding
Principles on Business and Human Rights and the Guidelines for Multinational Enterprises set
by OECD (Nestlé, 2021). The case study shows that, with the implementation of these activities
through the Nescafé Plan, the firm is committed to integrating higher levels of CSR practices,
which translate into a valuable competitive advantage within the market. As depicted in the
case study, the programme recorded several accomplishments in this area, the company’s M&E
standards were in fact implemented across 15 countries, where farmers programmes were in
place. The choice of selecting external parties for the monitoring and evaluation process also
allow the company to receive information not only about the accomplishment, but also on the
areas where amendments are needed.

3. How does transparency of supply chain operations impact a brand’s reputation?

The case study also highlights the relevance of trust and credibility for generating value to the
business, with CSR and sustainability practices serving as drivers of such value creation. For
this reason, not only are supply chain transparency and visibility beneficial to efficiency
optimization but, the former particularly focuses on increasing brand loyalty and credibility
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across all stakeholders. By committing to improving transparency, a firm is able to boost the
willingness of stakeholders to be involved with such company, from the employees, partner
companies and/or organizations, investors, to end consumers. A study conducted in 2016
showed that 94% of sampled consumers reported attributing great importance to the
transparency of food supply chains (Label Insight, 2016 cited in Astill, 2019). For this reason,
improving transparency would boost consumer trust, highly affecting their buying behaviour,
which would implicate a better brand reputation while increasing sales (MIT Sloan, 2020). The
increasing consumers demand for both sustainable products and the traceability of companies’
operations are crucial to implement, but precautions should be taken. Since an elevated level of
transparency in information could implicate higher vulnerability to greenwashing allegations,
information should be public but mediated at the same time. As the case study displays,
throughout the Nescafé Plan, Nestlé relied on a number of “infomediaries,” who worked
towards the simplification of complex value chain activities, carrying out a process of
standardization, and ensuring accessibility while keeping information up to date (Gardner et al.,
2018). Nesté’s choice of relying on partner organizations, and more specifically on local
auditors, aims to leverage external expertise in M&E processes and to reassure stakeholders,
excluding all eventual allegations of disclosing biased information.

4. What are viable solutions to enhance supply chain transparency?

As shown in the 10-year assessment of the Nescafé Plan, it is evident that the company has
taken significant steps in terms of supply chain transparency (SCT) and optimization in
communicating its activities, both internally and externally. Although the actions taken by the
company up until now are solid, in terms of partnership and prioritization of effective
monitoring and evaluation practices, many are the viable alternatives that the company could

explore.
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Technology plays a crucial role in supply chain transparency, serving as a connector across
business operations, favouring informed future business decisions that, in turn, could reduce
disruptions and optimize business processes. High levels of transparency can help increase the
responsiveness of various stages within the supply chain, making the logistics more efficient
and resilient (Fobes, 2021).

Data acquisition technologies represent promising solutions to facilitate data collection,

processing, analysis, transfer, and storage (Gardner, 2018). Increasing internet accessibility

presents a world of opportunities for the employment of technologic practices, from the stage
of sourcing materials to the end product.

Among the technologies that could favour SCT there are:

e Radio Frequency Identification Devices (RFID) allows the transmission of real-time
information in a short amount of time.

e Internet of Things (loT) could present a valuable solution as it serves of sensors and
devices allowing to collect, transfer, and exchange data without the need of additional
human or computer inputs.

e Blockchain promotes improved transparency of information transmitted between supply
chain participants. It, in fact, enables the security and accessibility of information previously
retrieved (Zelbst et al., 2019). Moreover, studies suggest that 10T can support the
implementation of blockchain practices along the supply chain. It is considered one of the
most effective tools to ensure high quality SCT, traceability, in turn positively affecting

sustainability within a company.

Nestlé should thus take into consideration to invest efforts and resources for the employment
of data acquisition technologies. A combination of the three proposed technologies would be
suggested to maximize the sustainability commitments in terms of visibility, traceability, and

transparency of supply chain operations. The adoption of such solutions would bring value to
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the company, concerning areas like brand reputation and operational effectiveness, finally
resulting in highly competitive advantage in comparison to other players in the market.

Summary and Updates

The current teaching note aimed to make students understand the significant implications that
SCT has on a business, when considering its operations and stakeholders satisfaction. The case
study about the Nescafé Plan shows how actions have been taken in the respective areas of
interest, highlighting the many accomplishments achieved throughout the 10 years of the
programme. The positive outcomes of improved transparency practices are evident, both in
terms of human rights and sustainability frameworks. Finally, the case study ends with several
open questions, including what next innovative steps Nestlé could undertake. By providing the
readers with an overview of innovative technologic solutions, students will have a starting point

for further class discussions on how technology can be integrated in corporate’s CSV strategies.
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APPENDIX

Appendix 1 — Creating a sustainable food future by 2050

CREATING A SUSTAINABLE FOOD FUTURE BY 2050

How do we feed ..without using ..while lowering
10 billion people... more land... emissions?
WE WILL NEED WE NEED TO PREVENT AGRICULTURE WE CAN LOWER EMISSIONS ===
I FROM EXPANDING =
12 atcoe

56%

more food we currently use

~50%
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Source: (World Resource Institute, 2019)

Appendix 2 - Food Emissions in Production and Supply Chain

Food: emissions from production and the supply chain
Greenhouse gas emissions' are measured in kilograms of carbon dioxide-equivalents® (CO,eq) per kilogram of food.

ing, retail)

W Land use change, on-farm, and animal feed [l Supply chain (pr ing, transport,

Beef (beef herd)
Lamb & Mutton
Beef (dairy herd)
Fish (farmed)
Pig Meat
Poultry Meat
Eggs

Rice

Milk

Tofu

Maize

‘Wheat & Rye

Potatoes

0kg 20 kg 40kg 80 kg

Source: Poore, J., & Nemecek, T. (201

OurWorldInData.org/environmental-im| of-food + CC BY

85kg

80 kg

ducing food'’s environmental impacts through producers and consumers,

1. Greenhouse gas emissions: A greenhous
Greenhouse gases absorb radiation that is ra oy
greenhouse gas, but there are others including methane, nitro
fuels, industry, and agricullure are the leading cause of global climata

from

caping to space, Car

oxide, and in fact, water vapor. Human-made emis
ange. Graenhouse gas emissions measure

roan

HG) is a gas that causes the atmosphere to warm by absorbing and emitting radiant energy.
h

gases that are emitted. These are often quantified in carbon dioxide-equivalents (CO2eq) which take account of the amount of warming that each

molecule of differant gases creates.

2. Carbon dioxide-equivalents (CO,eq): Carbon dioxide is the most
Iso contribute 1o global warming. To capture all greenho:
es all greenhouse gases into account, nol just CO;. To
weighted by its global g potential (BWP) value, GWP m the amount of warming a gas cre:
value of one. If a gas had a GWP of 10 then one kilogram of that gas would generate ten times the warming
measured over a 100-year timescale (GWP100). Carbon dioxide-equival re calculated for each
greenhouse gas by its GWP100 factor. Total greenhouse gas emissians - measured in COyeq — are th
CO,eq value.

s emissions, researchers express them
greenhouse gases in carbol

asur

tfect as one kilogram o
y multiplying the
k

calculate

important greenhouse gas, but not the only one - methane, nitrous oxide, and cther

by summing each g;
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Appendix 3 - Nestlé SDGs contributions

Fall 2022-23

Source: (Our World in Data, 2018)

Contributing to Helping to protect, renew and restore natural resources
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‘million trees by 2030 -
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Source: (Nestlé, 2021)
Appendix 4 - Water Stewardship at Nestlé
Mestlé factorias Agricultural Mestlé factories Water in Water
serving our supply chain communities partnerships
Mestlé Waters and advocacy
business
Mestlé Waters We promote and We monitor water We believea ‘Wie work together
pledge: We will implement better effickency and the businesses have with local
advance the water management quality of the water & role to play in stakeholders to
regeneration of practices in water- we discharge. helping to ensure address watershed
the water cycle stressed areas. This that more pecple challenges.
to help create a Is to help protect have access to
positive water watersheds and safe water.
impact everywhere ensure regenaration

our water business
operates by 2025,

of the water cycle.

Appendix 5 - Five-pillar strategy

®

@

®

>

O)

Source, (Nestlé, 2021)

¢

@ Rethink behaviors

Reduce Reuse and refill Redesign Recycle
Reducing our use of plastic packaging Scaling reusable and refillable Pioneering alternative Supporting infrastructure Rethinking behaviors
material in general and virgin systems 1o eliminate the need for materials that helps to shape of Nestlé, retail
plastics in particular disposable packaging 1o facilitate recycling a waste-free future partners and consumers

Source: (Nestlé, 2021)
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Appendix 6 - Human Rights Framework

Our Human Rights
Framework

Due diligence is at the
heart of our new Human
Rights Framework

To enhance our due diligence,

we are developing and

implementing dedicated action
plans for each of our salient issues.

Enabler5

309
rency and repo™"

7"‘”593

These action plans will help create crucial synergies across Nestlé.

Fall 2022-23

Our experience has taught us that to be effective, our action plans will need to be built on the following enablers:

Enabler1 Enabler2 Enabler 3 Enabler 5

Governance Policies and Engagement Strategic Transparency

and incentives control systems and advocacy partnerships and reporting

We will integrate human We will leverage our policies  We will engage with key We will partner with We will provide a high

rights at all levels of our and control systems to stakeholders and advocate thought-leading and leve! of transparency of the

governance structure. ensure human rights are for smart due diligence boots-on-the-ground progress we make and the
‘embedded throughout legislation and collective ‘organizations. challenges we face.

the organization. action on the ground.

Appendix 7 — Our People Approach

Our approach to our people is realized
through five key areas:

Diversity Employee Employee
relations and

engagement

Talent
management

and health, safety and
well-being

inclusion

Supporting Nestié in its
goal to be a company
where employees are
treated with mutual
trust and fairness, and
where they feel engaged
with our purpose,
values and principies.

Source: (Nestlé, 2021)

culture is supported by

reqularly updated policies
and communicated

through our training.

Source: (Nestlé, 2021)
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Appendix 8 — Roadmap for Employee Health

Nestlé Roadmap for Employee Health 2021-2023

Our vision

Inspiring and empowering our people to choose a healthier future

for themselves, their families and our business.

= Evidence-based = Employee health
approach communication
- Education Sl
and awareness - Stakeholder
- Driving actions aragement
through programs: = Networking
- Physical activity
- Healthy eating
= Mental health
= Comprehensive
health check
Qur principles
Respecting privacy Enabling informed Supporting a healthy working environment
and personal choices decision-making and healthy working conditions

Appendix 9 - Four Compliance Programme Pillars

Health promotion Communication
and networking

Fall 2022-23

Source: (Nestlé, 2021)
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3. Monitoring and reporting

QOur global CARE Audit program is an internal social
audit verification that aims to ensure that all our
employees and sites operated by Nestlé comply
with local legislation, our Corporate Business
Principles and our Code of Business Conduct.
Extemal auditors assess compliance with our Corporate
Business Principles against seven pillars: conditions
of work and employment, business integrity, safety
and health, environmental sustainability, security,
local communities, and labor accommodation.

In addition, we have recently issued our evolved
Human Rights F and Roadmap that provi
a comprehensive f k to continue developing
our preventive measures to pratect human rights

in our business relations with third parties.

2. Communication and 4. Closing gaps

training: dissemination of We execute continuous risk assessments in order
processes and tools to define the priorities and focus areas of our

We run an annual communication campaign in order Compliance Program. We also ensure that ethical
to achieve the proper dissemination of ethics and discussions, consequence management and action
compliance guidance, as well as information on the plans are duly executed.

ongoing evolution of our compliance culture, principles.
and values. Training materials and tools are continually
developed and implemented to support and monitor

this dissemination process.
In all areas: ion of and pi
The execution of our Compliance Program is by
the il and impi 1t of digital tools,

which provide effective and actionable monitoring and reporting.

Source: (Nestlé, 2021)

Appendix 10 — Holistic Model

Diverse cropping systems & livestock integration* Collective & landscape actions

Soil health Biodiversity Water security & quality

* Whenever possible and relevant

Source: (Nestlé, 2022)

Appendix 11 - Potential benefits of soil conservation
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Nutrient availability for crops

| Fertility and higher yields

er n
Better water availability

ped root systems
More efficient root systems enabling better
water and nutrients absorption

Source: (Nestlé, 2022)

Appendix 12 - Impact of each practice
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Fall 2022-23

Impact: e Minor  ee Moderate e e ® Major Soil Water

Biodiversity

GHG mitigation

Cover crops

Diversified crop rotation

Mulching &
crop residues cover

Minimum tillage
Organic fertilizers

Integrated nutrient
management

= Irrigation technology

Riparian buffers
Intercropping

A?rnfolestry &
silvo-pastoral systems

Hedgerows & green buffers

Integrated pest
management & bio-controls

Precision farming

Manure storage
& process

Herd management

=% Integrated pasture
. management & grazing
. strategies

Appendix 13 - Main Pillars Implementation

3

TECHNICAL

Adoption of practices

at farm level

Initial mapping

Engage farmers, reference farms.

Deploy, measure & report

&

COLLABORATIVE

Awareness creation,
engagement and training
of stakeholders

& practi Expertise, partnerships, incl. R&D

Communication strategy

Wokshops & advocacy

Appendix 14 - Assessment Tools Indicators (examples)

Source: (Nestlé, 2022)

FINANCIAL

Ensuring competitive
solutions and creating
demand

Funding models, internal & external

Benchmarking

Ensure long term demand

Source: (Nestlé, 2022)
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Practice-based KPls

Result-based KPls

Fall 2022-23

TOPIC

KPI

TOPIC KPI
Number of months when soils are
; covered through crops, cover crops
Soil cover . g P P
plant residues or mulch (on an annual
basis)
Cover crops % of crop land planted with cover crops

Crop rotation

nbr of different crops grown over
3 years on the same piece of land
(including cover crops)

Minimum tillage

% of crop land managed with minimum
tillage

Farming practices

% of farmland under specific practices
(practices to be defined per cropping
system & region)

Soil organic . .
matter Soil organic matter
Fertilizer productivity crop yield per kg
Fertilizer N applied);
productivity Crop yield per per kg N from artificial
fertilizer
% of habitat areas on the agricultural
Habitats land (hedges, tree alleys, flower strips,

green belts, riparian buffers)

Riparian buffers

% of watercourses with riparian buffers

Pesticides

# of applications of synthetic pesticides
on the Mestlé crop

Appendix 15 — Employee Interviews at Nestlé Portugal

Sources: (Nestlé, 2022)

Name

Function

Department

Ana Sofia Martins

Innovation Beyond the Core
Iberian (IBTC) Project Manager

Innovation

Antonio Carvalho

Customer & Category
Development Manager

Marketing and
Communications

Beatriz Guimaraes

Sustainability Leader & Project
Management Officer (PMO)

Sustainability

Corporate & Sustainability

a0 Bernar Finan
Jodo Bernardes Controller Team Lead ance
. ) . Supply Chain and
Rui Couceiro Procurement Business Partner PPl
Procurement

Appendix 16 — Survey Results

Section Titles Number of Questions
SECTION 1 - Consumer Profiling 7

SECTION 2 - Consumer Perception of Sustainability 9

SECTION 3 - Sustainable Food Systems for the Future 7

SECTION 4 - Nestlé and its Regenerative Food Systems 11

16.1 Survey Introduction
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The survey will take approximately 10 minutes to complete. The purpose of this survey is to
contribute to our Master’s Thesis at Nova School of Business and Economics, developed to
analyse efforts by businesses, governments, international institutions, and non-profit
organisations to contribute  to  the =~ UN's  Sustainable = Development  Goals.
All responses are confidential and protected by anonymity and will only be used for the purpose
described.

Please take the survey ONLY if you are living in Europe.

16.2 Survey Results

SECTION 1: Consumer Profiling

Q1: What is your gender?

. Female 107
O wmake 92
@ other 0
. Prefer not to say 1

Q2: How old are you?

120
® 18- 101 100

® 2%-35 48
80

@ 36-45 17
60

® 46-60 20
® -0 14 40
. Prefer not to say 0 20

0

Q3: What is your nationality?
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Portuguese
German

Italian

Other

65

89

37

Q4: What is your current professional status?

Student

Part-time employee
Full-time employee
Unemployed

Retired

Other

76

25

93

14

100
20
80
70
60
50
40
30
20
10

0

Q5: What is the highest level of education you've completed?

High school

Bachelor's degree

Master's degree

PhD degree
Vocational/Technical Certificate

Other

49

87

59

90
80
70
60
50
40
30
20
10

0

Q6: How many people are part of your household?
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@ 39
® 48
[ 45
. 4 or more 68

Q7: What is your annual household income? (Please remember all answers are anonymous)

. | do not have an income 20 40

Less than €15,000 17 35

€15,000 to €29,999 36 40
25
£€30,000 to €49,999 39
20
€50,000 to €69,999 21
1
€70,000 to €99,999 22
i
€100,000 or more 33
Other 12
0

SECTION 2: Consumer Perception towards Sustainability

o Lo

w

Q8: What factors influence your purchasing decision the most when shopping groceries?

Please rank the factors below from most to least likely.

1 Quality

2 Price

3 Promotions
4 Sustainability
5 Availability

6 Brand

7 Recommendation from others

Q9: What are the 3 most important environmentally sustainable/ethical practices to you?
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Reducing carbon footprint
Respecting human rights
Supporting circular economy

Protecting biodiversity

Don't value any

Other

. Sustainable packaging & produ...

Commitment to ethical working ...

Planting trees & land regenerati...

17

108

74

123

66

76

33

140

120

100

80

6

o

4

=]

2

=]

0

(Options: Sustainable packaging & product sourcing, Commitment to ethical working practices,

Reducing carbon footprint, Respecting human rights, Supporting circular economy, Protecting

biodiversity, Planting trees & land regeneration practices, Don’t value any)

Q10: Sustainability is the capacity of meeting the present needs without compromising the

ability of future generations to meet their own needs.

Sustainable consumption involves using goods and services produced with a reduced impact

on the natural resources and fewer pollutants, or purchasing, consuming, and disposing of

products in a sustainable manner.

On a scale of 1 to 5, how important is sustainability to you?

413

Average Rating

100
90
80
70
60
50
40
30
20
10

0

2 3 - 5
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Q11: Do you tend to buy more sustainably sourced/produced products when you shop for

groceries?

B Never M Rarely M Sometimes M Often M Always

100% 0% 100%

Q12: When grocery shopping, what pushes you to buy sustainable products?

200

) 180
Quality 188
160
Ethical practices & commitment... 173 140
Nutrition & Health Benefits 183 120
100
Socially "trendy" 28
80
| do not buy sustainable products 11 60
Other 17 40
: _
. mu BN

(Options: Quality, Ethical practices & commitment towards society/environment, Nutrition &

Health Benefits, Socially "trendy", I do not buy sustainable products)

Q13: What factors are most likely to stop you from buying more sustainable products?

180

Price 164 160

Availability 63 140

Few information about the impact 58 120

100
Negative company reputation (e... 75

80

Brand Loyalty 24
60
No interest 6 40
Other 4 20 .
0 s—
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Q14: How important are sustainability efforts to determine your loyalty to a specific brand?

90
80
70

60
3.48 7
_ 40
Average Rating "
20
o TN
1 2 3 4 5

Q15: Please rank the following brands from most to least sustainably responsible according to

your own perception (top - most)

1 Unilever

2 Danone
3 Nestle
4 PepsiCo

Q16: Is there any particular sustainability initiative launched by the brands mentioned above
that you found particularly interesting or impactful which ended up influencing your purchasing

choices?

Uniliver - Information about efforts; Defforestation free I
supply chain; Refill options

PepsiCo - Net Zero by 2040 |
Danone - Sustainable raw materials and water source |
Nestlé - Regenerative agriculture |
Improve Carbon footprint ||
Human Rights [
100% recycled materials / 0% plastic W
Transparency in efforts |

None | —
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SECTION 3: Sustainable Food Systems for the Future

Q17: How familiar are you with the concept of sustainable food systems?

80
70
60

50
2.79 w
Average Rating 30
20
1 .
0 1 2 3 4 5

Q18: Sustainable Food Systems (SFS) are those that deliver food security & nutrition for

all without compromising the economic, social and environmental resources to generate food
security and nutrition for future generations.

This implies that food systems are profitable, widely beneficial to society, and have positive or
neutral environmental impact.

After understanding what Sustainable Food Systems are, how much do you consider them to

be important for the future?

120

100
80
4.37 60
Average Rating 40
20
) — -
1 2 3 4 5
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Q19: How much do you agree with the following statements?

M Strongly disagree M Disagree M Neutral M Agree B Strongly agree

Sustainable food systems should be profitable -_

SFS should focus on ensuring food security I_
Adequate nutrition should be the main objective of ._
SFS

The environmental impacts are the most important ._
components of 5FS

The social impacts are the most important -_
components of 5FS

100% 0% 100%

Q20: "Food and beverages multinationals have a significant impact thus responsibility
over environmental changes"

To what extent do you agree with the statement?

B Strongly disagree M Disagree B Neutral B Agree B Strongly agree

100% 0% 100%

Q21: Rank the following players according to their contribution to environmental damage from

most to least likely.

1 Multinationals

2 Governments

3 International Organisations

4 Small and Medium Enterprises

5  Individual consumers

&  Non-governmental Organisations
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Q22: Rank the following industries according to their contribution to environmental

damage from most to least likely.

1 Transport/Aviation
2 Energy

3 Agriculture/Farming
4 Manufacturing

5  Fashion

6 Food retail

7 Construction

8  Technology

Q23: Rank the following challenges according to the importance of mitigating them, from most

to least.

1 Deforestation
2 Green House Gases (GHG) emis...
3 QOcean acidification

4 Sealevel rise

5  Extreme weather events {droug...

(Options: Deforestation; Ocean acidification; Sea level rise; Green House Gases (GHG)

emissions; Extreme weather events (droughts, floods))

SECTION 4: Nestlé and its Regenerative Food Systems

Q24: Are you familiar with Nestlé?

® 181
® o 19
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Q25: With what frequency do you buy Nestlé? (Keep in mind that Nestlé)

B MNever M Rarely M Sometimes M Frequently

100% 0% 100%

Q26: Overall, how would you classify Nestlé products?

90
50
70
60

3.33 "

] 40
Average Rating 0
20

10

w_

=]
II\-1.

Q27: Please rank below which factors may make you choose Nestlé over competitors.

1 Taste
2 Quality
3 Price

4 Brand Reputation and Trust
5  Nutritional Value

& Sustainability Efforts

7 Value Creation Strategy

114



Field Lab — Partnerships for Sustainable Development Fall 2022-23

Q28: What factors of Nestle's brands and/or products do you perceive as negative or that can

be improved?

Others: Use of Palm Oil; Deforestation; animal food

production 6
Greenwashing/Transparency problems 8
Sustainability impact of production 6
Water Scandals 5
Massive food production 4
Packaging - plastic use 6

Non-healthy and non-nutritious products

Human Rights in activities / Unethical conduct

Q29: How familiar are you with the concept of regenerative food systems?

60

50
40
2.37 2
Average Rating -0
) I
: B
1 2 3 4 5

Q30: Regenerative Food Systems (RFS) are a new approach to the future of food production,

which intends to feed humanity while also repairing damaged ecosystems.

Regenerative refers to farming, ranching and pastoral practices that contribute to stabilizing the
planet’s climate and carbon cycles by rehabilitating  organic  matter in soil,
thereby increasing carbon storage, retaining moisture, and safeguarding biodiversity and living
systems.
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After understanding what RFS are, how much do you believe they would contribute to a future

solution to secure food supply for our and the upcoming generations?

80

70
60
50
410 "
Average Rating 30
20
10
0 — 3 4 5

Q31: Do you know about the Generation Regeneration strategy developed by Nestlé?

@ 13
® o 186

Other 1
®

Q32: Generation Regeneration's objective is to help protect, renew and restore the
environment through regenerative practices; improve the livelihoods, resilience and well-being
of farming communities; and provide more access to nutritious food to improve the well-being
of consumers all over the world.

Do you think your loyalty to Nestlé brands would increase if the company kept implementing

regenerative strategies?

W Very Unlikely B Unlikely B Neutral W Likely B Very likely

100% 0% 100%
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Q33: To what extent would you be willing to pay more for Nestlé products because of this

strategy?

B Very Unlikely B Unlikely B Neutral

B Likely

W Very likely

100%

0%

100%

Q34: Please rank the factors below by order of importance that would make you buy/pay more

for Nestlé.

1

Transparency in communicating ...

Impact measurement
Packaging that raises awareness...

Mention the % of price that wo...

Products labels highlighting priz...

(Options: Transparency in communicating the projects supported by Nestlé; Impact

measurement; Packaging that raises awareness on the product origin/sourcing; Mention the %

of price that would be devolved to this cause; Products labels highlighting prizes won)

Appendix 17 — Action Priority Matrix

IMPACT

ACTION PRIORITY MATRIX

Fill-ins Thankless tasks

v

EFFORT

Source: (Product Plan, 2020)
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Accelerator

Partnership

accelerator.

focus on regenerative agriculture. Acquiring
innovative start-ups can accelerate transition

through cross-sectional synergies.

Position in
Recommendations Effort (1-5) Impact (1-5)
matrix
(3-4) Budget allocation to | (3-5) The impact of the corporate strategy can
communication is done by brand, and | depend on locations within Europe. Some
not specifically on the corporate level, | brands are communicated separately from the
Communication on Major
which makes it difficult to ensure an | Nestlé umbrella to ensure location-specific poor
corporate level Project
overall target for Nestlé efforts. reputation does not harm new brands, which
could be damaging if a general corporate
communication exists.
(1) Easy to implement as it is an | (2) Possibly low impact on consumer
Improve employee’s
extension of the company culture. perception. However, it can have a high impact Fill-In
ambassador program
on attracting new talent for the company.
(2) Nestlé has strict rules when it
comes to sharing results publicly. Only
Brand perception
Transparency in when it’s approved by a third entity it | (3) If the company could provide better reports
reporting - More can be considered completely true and | of what is being done, the consumer perception Quick-Win
accessible channels hence shared. The firm already has a | consumers could improve in the long-term.
newsletter which they can leverage to
communicate better.
(2) Nestlé would have to allocate | (3) The expected impact could be significant, as
Narrowing
resources and possibly partner up with | Nestlé would ultimately be educating Quick-Win
Generational gap
other organizations. consumers.
(2) Nestlé would only need to organize | (2) As different employees referred, a major
information and made it available to | challenge in leading SFS is farmers’ resistance,
Knowledge Centre Fill In
farmers. However, training sessions | which is caused not only by misinformation but
would require teams available. by investments.
(5) Time and money invested will need | (5) Implementation and speed of regenerative
to be high to set up funds for | agriculture can be done faster. Companies with Major
Impact Fund
regenerative agriculture. Decision to | strategic value can be acquired or partnered with Project
be taken in the headquarters. to develop Nestlé operations.
(4) Decision taken in headquarters on
(3) Acquiring start-ups with strategic value to
a group level. The M&A activity is
Corporate Venture further development into sustainable food Major
mostly done to increase Nestlé’s
Capital Arm systems. Innovative products and processes can Project
Partnerships portfolio, not necessarily to improve
complement in-house R&D.
operations.
(1) Nestlé already has connections and | (4) Partnering with a start-up accelerator can be
Regenerative normally uses and leverages start-ups, | seen as an all-in approach to complement the
Agriculture which can make it easier to find | current accelerator programme, but with a sole
Quick-Win
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(3) Already doing but it involves

lengthy R&D processes.

(4) The impact will depend, as sometimes it can

be reduced by consumer not being ready yet to

packaging solutions that are not in
contact with food products decrease

potential threat of regulations.

Develop new
perceived new solutions — Wunda example, that Major
healthier and
answered to a lot of sustainability problems, but project
sustainable products
consumers were not ready to pay more or even
try it.
(3) Packaging entails a lot of issues | (2) Innovative ideas on packaging can help
Product around legislation since it can differ | complement in-house R&D undertakings.
from country to country. Nestlé is | However, given strict consumer regulation
Invest into start-ups
already targeting packaging solutions, | impact is hard to estimate. Moreover, Nestlé
working on Thankless
which can be easier to understand | already has alternatives to plastic in packaging
sustainable Tasks
potential of partners. Focusing on | in place, which decreases the impact of this
packaging

recommendation.

Appendix 19 — Recommendations in the Action Priority Matrix

Quick Wins

Partnership with Regenerative

Impact

Fill Ins

Agriculture Accelarator

Transparency In
Reporting
Marrowing
Generational Gap

Employees as brand
ambassadors

Knowledge Centre

Effort

Action Priority Matrix

Major Projects

Impact Fund

Corporate Communication
Strategy

Corporate Venture
Capital Arm

MNew Sustainable Products

Thankless Tasks

Packaging Solutions
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Appendix 20 — 10-years Partnerships of Nescafé Plan

OUR 2010-2020 PARTNERS

MEXICO Exportadora de Cafes California, INDIA India Coffee Board
Certificadora de Productos Sustentables CHINA
(CPS), Inifap, Agromod, Tec de
Monterrey, Verité

China Green Agriculture, Pu'er Coffee and
Tea Office, Yunnan Agricultural University,
Yara, Penagos

COLOMBIA Federacion National de Cafeteros VIETNAM Western Highlands Agriculture & Forestry
de Colombia (FNC) Science Institute (WASI), Ministry of
CENTRAL AMERICA | Cohonducafe, Volcafe, Mercon, Neuman, Agriculture and Rural Development
co‘l:J‘T:‘;:s:G%lg:nAu, Ecom, lhcafe, Anacafe (MARD), National Agricultural Extgnsion
e e Centre (NAEC), Neumann Foundation,
Swiss Development Corporation
BRAZIL Cooxupe, Olam, Stockler, Volcafe %
MYANMAR Department of Agriculture,
COTE D'IVOIRE R&D-Abidjan, Centre National de local authorities
Recherche Agronomique (CNRA), Z
9 o ) PHILIPPINES Deutsche Gesellschaft fur

Rainforest Alliance, Centre d'Etudes,

Formation, Conseils et Audits (CEFCA) Internationale Zusammenarbeit (GIZ),

East-West Seed Co.

ekl L Sticabinaytigacol THAILAND GIZ, Department of Agriculture
ETHIOPIA Technoserve INDONESIA GIZ, Indonesian Coffee and Cocoa
BURUNDI Sucafina/Kahawatu Foundation Research Institute (ICCRI), Rabobank
Syngenta, YARA, World Wildlife
KENYA Coffee Management Services (CMS) Fund (WWF), Rainforest Alliance
RWANDA Sucafina/Rwacof/ PAPUA Voleaf
Kahawatu Foundation NEW GUINEA SRR

Source: Nestlé, 2021

Appendix 21 — Nescafé Plan’s Theory of Change

REPORTING,
COMMUNICATION,
ADAPTIVE
MANAGEMENT

THEORY OF
CHANGE

DATA
COLLECTION

Source: Nestlé, 2021
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Appendix 22 — Relation between Supply Chain Structure and Supplier Socially
Responsible Practices

Supplier socially
responsible practices

Supply chain structure

Supplier human
rights

Supplier labour
practices

Supplier codes
of conduct
(COC)

Supplier social
audits

Source: Awaysheh and Klassen, 2010
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