Scaling Up Sustainability
in Dairy & Coffee Procurement
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Nestlé Footprint in China
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Key Data / ZE ¥

« 34 factories / 3441 1.)
+ 50,000 people / 57 i1 T.
« CHF?7 billion / 500127t

* Four R&D Centers /
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* Nestlé Dairy Farming
Institute / £ S5 2577 5H
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* Nescafe Coffee Center /
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* Nestlé Food Safety
Institute / 2 56 5 %4
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* Multiple brands (Nestle, T Totole Punts
Hsu Fu Chi, Yinlu, Snxr
Totole, Haoji, Dashan, Yink Pants
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Nestié and Othar Brands Plants
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Yunnan: a Journey of Sustainable Coffee Farming
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1988: First explorations
1988: JTaf T

NESTFe
(111

£

1997: experimental &
demonstration farm
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1991: Purchasing from Kunming
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2000: Ramp up direct
procurement
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1994: Providing technical assistance
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2016: Nescafe Coffee
Center inaugurated
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Most Northerly Coffee Farming Area
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99% of China’s coffee is in Yunnan
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Primarily grown in Puer, Baoshan, Dehong, Lincang prefectures
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Total coffee farming area at 118,000 ha
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2015 production at 130,000 tons
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Coffee has become Yunnan'’s third largest crop for exports
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2020 ambition is to increase coffee farming to 190,000 ha, with annual production of 180,000-200,000 tons
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Puer: Coffee Capital of China
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Yunnan

Named changed from Simao to Puer in 2007 Coffee farming area at 51,000 ha
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2.6 million residents of nine ethnic groups 2015 production at 58,000 tons
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Known for Puer tea Over 250,000 coffee farmers
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Over 60% of Yunnan coffee produced in Puer Ambition is to increase coffee farming to 66,666 ha,
ZF60% HIMMHER 5 with annual production of 100,000 tons
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Creating Shared Value
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« Develop coffee cultivation in Yunnan in a
sustainable way
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* Motivate farmers to produce higher yields of
better quality, helping them to get a higher income
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* Be a regular, reliable and fair buyer of coffee
beans offering stable and competitive prices
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« Secure Nestlé’s volume requirement of good
guality beans
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Free Training and Technical Assistance
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« Technical Assistance / £ KR 5%
v Transfer of knowledge & expertise on sustainable coffee production and processing
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v Provide feedback on quality
S Pt B S
v"Recommendations on quality improvement
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« Training / ¥l
v Provide training sessions
AR UITREE
v"Encourage exchange of knowledge and
experience
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v" Availability of a wide range of technical
literature and documentation
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Direct Procurement
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* 95% of suppliers are coffee growers with plantations ranging from 0.07 ha to 400 ha
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« 70% of these coffee growers with field smaller than 3 ha
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* Purchase of green beans from all potential suppliers, without need of middlemen
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« Objective guality assessment
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* Install a system of traceability to supplier level
FELRVA P VAT BERLI LN

* Nestlé does not operate any commercial
plantation of its own
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Great Leap Forward
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China has reached 11" place in worldwide
coffee production, ahead of Mexico,
Nicaragua, Costa Rica....
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THE NESCAFE PLAN
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By 2014, all coffee sourced by Nestlé in
China is 4C compliant.
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NESCAFE COFFEE CENTER

\ Nestle

« Combines training, technical support, laboratory and modern warehousing.
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* An integral part of Nescafe Plan and Creating Shared Value at work.
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* Provides a bigger platform for cooperation and partnership with coffee community.
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Continuous Excellence
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» Enhance coffee farming efficiency
I PR &
v’ Increase productivity via adoption of better
farming practices
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v Improve quality through sustainable farming

and post harvest practices
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EBgEy °© Conserve water resources
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v Optimize water consumption for wet milling
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v Improve waste water treatment at milling
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Nestlé Dairy Development in China
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Nestlé Shuanggheng Ltd. Erguna Milk District, Nes_tlé Dairy Farming _
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Shuangcheng 1990 Nestlé in Laixi, 2004
Milk District Shandong Province
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Nestlé Dairy Farming
Nestlé in Erguna, Institute inauguration
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Nestlé Dairy Farming Institute ;
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Small Farm
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DFI (3min) Nov 2015 final.mp4
DFI (3min) Nov 2015 final.mp4
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