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September 7th, 2010

CICG - Geneva
1.  Welcome and Introduction
K. Hoffmann welcomed the participants and opened the meeting.

He addressed the question of the situation in Indonesia and acknowledged with thanks the correspondence in this respect. 
Regarding the Nestlé Corporate Business Principles, he confirmed having received the document and examined it. The translations being however still in progress, he asked that this topic be referred to the next plenary meeting in order to allow the employee representatives to receive the document in their own language.

Apologies : J. Banfi and S. Ferschl.

E. Rueda mentioned that the translations in all relevant languages – some 50 different languages – is a work in progress and that the document will be available shortly in the intranet.

L. Freixe in turn welcomed the participants and referred to recent changes in management, i.e. 
· Nomination of N. Nankishore as Head of Nestlé Nutrition – ad interim - following the decision of R. Laube to pursue professional interests outside the Group.
· Nomination of T. Emborg as Head of the Czech and Slovak market following the departure of the current Market Head J. Latvanen.

2.  Key points








(A. Silva)
A. Silva reviewed the key points of the NECIC Plenary Meeting of June 1st, 2010 – briefly mentioning the Business Results, Nestlé Nutrition, NPPE, Nestlé Waters, Nestlé Continuous Excellence, Wages, NBS, Nestlé Corporate Business Principles, Corporate Employee Relations Manager, Competing with Retailers’ brands (charts attached).
He also reviewed the various key points referring to the NECIC Ad Hoc Meeting - NCE visit to Singen factory (attached).
A careful examination of the evolution of the absenteeism rate in the various factories did not show any particular increase when implementing NCE. Only very few situations were observed, i.e. 

· An increase in the absenteeism rate in the Nespresso factory in Avenches - but due to the consequences of avian flu and not to the implementation of NCE.

· Slight increase in one or two factories in France with however no direct link to NCE.

Figures are available upon request. 
3.  Ad Hoc NCE Visit to Singen – July 6th, 2010 – Feedback           (K. Hofmann /









Employee Representatives)

K. Hoffmann referred to the visit to Singen as well as to the implementation of NCE in the Hamburg factory. He qualified the visit to Singen as very interesting. It was impressive to see the results achieved by employees when they are involved. The machinery and the installations are working better, avoiding waste. No negative impact on employees was perceived. NCE is seen as being positive. The extra workload in connection with NCE – if any in some areas - will get progressively on track. The few problems that have been raised will be monitored. The assumption that the absenteeism was increasing has apparently not been confirmed. A lot of experiences can be useful to other factories introducing NCE. It was definitely a good initiative and a valuable experience to see on the spot how the project is implemented.

B. Golding (UK) also expressed his satisfaction over the visit to Singen, taking examples to discuss back with HR in the UK. The only concern raised was with reference to temporary workers and how to ensure they are properly trained.
J. Baroncini confirmed in turn the positive experience in Singen. She raised the question of health and safety mechanisms in the factory and the lock-out/tag-out system. She also raised doubts on the effectiveness of the replacement of physical guards around the machinery. Understand that the major advantage of the system is to make maintenance easier. She insisted on the fact that it was perceived difficult to include temporary workers into the process and that there is no particular solution to this issue. Temporary workers being temporary do not have the same passion for the work, do not engage their hearts and minds as would permanent employees.
K. Hoffmann mentioned that the question of temporary workers is theoretical in Singen as there is little temporary employment in that factory. It would be interesting to get the assessment of the workers concerned and ask them how they would tackle that issue.
A. Silva thanked for the feedback provided. The company always considers particular situations ensuring to find and take the best solutions. He felt that there is no differentiation made by the company between temporary/seasonal workers and permanent workers. However, crash and intensive training could be considered in order that workers concerned can be brought timely on board. Safety rules are linked with a better understanding of the machines and of processes on the part of the workers. There are protected areas and also open areas. Maintenance and production teams work in close cooperation and they know their machinery very well.

I. Drotar in turn thanked for the visit to Singen which was to her positive and impressive. She understood from the employees that they were not afraid of their managers and have a sense of being part of the team, working toward aligned goals. She also agreed that temporary workers cannot fully be involved in NCE. Experience has shown to her that only a few temporary workers are employed in the areas implementing NCE as it is almost impossible to make someone committed to the company with a short/temporary contract. Her opinion is that temporary workers should be employed for long periods so that they can be involved in the whole NCE process and gain a sense of pride and pleasure over being part of the implementation of NCE.
J.M. Duvoisin mentioned that NCE will also be leveraged through temporary staff. Safety will in no case be put at risk. Should any problem be noticed in this respect, it should be reported back to the Company. He also referred to P. Bulcke’s statement : “one accident is one too many”.

4.  2010 Half Year Business Results – Outlook for 2010 – 

     
Challenges and Opportunities





(L. Freixe)

L. Freixe commented on the Group’s results for the first half 2010 (charts attached).

Put the emphasis on the fact that the difference is being made by Europe, with good results in a number of large markets and driving the virtuous circle. Increasing investment is put behind the brands, with profitability being progressively recovered. He mentioned the very good contribution of the key innovations - Nescafé Dolce Gusto, Juicy Chicken – consolidating the Zone’s business. Good results for PPP showing rapid growth. Customers – growing twice the speed of the growth shown globally. Global performance encouraging. Customer service is high. There is a strong development for Nestlé Continuous Excellence in operations.
Going forward, the company will have to face higher commodity costs which will impact profitability. He also referred to the difficult situation in Greece and to the austerity measures which prove necessary. 
He recalled the virtuous circle with the focus on consumers and customers, the need to be efficient, the importance to invest behind the brands and the initiatives. Discipline in execution is key.
Nestlé Waters Business – update

L. Freixe also provided an overview of the evolution of the Nestlé Waters business (charts attached). Good momentum and good performance shown in the business. 
Profitability is improving in Europe – across markets.

Questions and Answers

I. Drotar (Hungary) asked whether the economic situation or rather market complexity was influencing RIG in Hungary, which she was not aware to be at that level (-6,5%)
L. Freixe mentioned that one of the factors was indeed the tough economic environment, Hungary being one of the markets having been highly impacted by the crisis. The measures taken by the government have had an impact on economic growth and consumption. Nestlé Hungary has decided to clean up a couple of businesses that were not necessarily serving the country but exported outside of the EU to the detriment of the market. The company is confident that the situation in Hungary will recover.
K. Hoffmann mentioned the Ice Cream business which was not flourishing, with a poor month of August. 
Good to see that Waters now enjoys a good performance after a few years of concern and restructuring.

Also encouraging to see that investments are being made in the markets. No doubt factories and workers will also be encouraged by this. 

Good to see that serious actions are taken regarding occupational health and safety. Important to ensure that every measure has to be taken in order to prevent accidents. But a fatal accident occurred recently. It would be appreciated if workers’ representatives can also be involved when investigating accidents.
Investments in the confectionery area and in the Hamburg factory – exports count for more than 50%. Important to increase market share in Germany so that Nestlé could play a greater role in the confectionery sector in Germany.

He mentioned that the company has provided good results for the first 6 months of the year and that it is hoped that the second part of the year will be even better – as is usually the case. There are not too many concerns regarding job losses as the business is doing well.
L. Cortes (Spain) expressed her satisfaction over the good news regarding the investments considered by the company. She however raised concerns regarding the recent restructuring announcement in Spain – in the ice cream sector – and the minimal information provided to the workers. Very radical changes are introduced and we all know that fast changes are generating insecurity for the workers and that fear usually decreases efficiency and productivity. Workers feel insecure, are paid less and expected to give more and more. There is strong improvement in the area of Occupational Health and Safety and training programmes will be discussed in the next national meeting.
L. Freixe agreed to have support in Occupational Health and Safety and thanked for the positive comments.
Regarding Ice Cream, he mentioned that the business was in a difficult phase and that he will be visiting the Spanish market in October and go through the Ice Cream business, discuss strategic approach and look at the organisational structure. We need to improve the situation in Spain as we keep investing in Spain.
L. M. Garcia Rodriguez referred to Occupational Health and Safety and mentioned that a committee will be set up at national level in view of improving the situation. The company is aware that efforts have to be deployed in terms of training, promoting training in an appropriate way. General consumption in the Out-of-Home ice cream sector decreased by 10%. Difficulties in retail due to the strong activities in the retailers’ brands.
He also mentioned that plans are carried out in the Ice Cream sector in order to find the right solutions. Reorganisation is foreseen in order to adjust to the new situation over the years. He mentioned the logistical reorganization in the Cataluña region.
J. Baroncini asked for more specifics on the reorganization of ice cream business in Spain, the outsourcing of certain activities for instance. She requested a clear view of what is in progress and what is in store.

L.M. Garcia Rodriguez referred to some recent outsourcing in logistics in Cataluña in areas experiencing difficulties in terms of growth. A solution was found with the use of outside providers in maintenance and in logistics in Cataluña. This proved satisfactory and is also considered for implementation in other structures in Spain in the future (by 2012). 15 persons had to shift jobs. Only a limited number of FTEs were affected in logistics and sales. These were offered opportunities for training in view of taking other jobs.
5. Nestlé Business Services – Central and Eastern Europe  (S.Alby/B.Barra/ F.Paccaud)

Further to the initial presentation made on that subject in the NECIC plenary meeting in June 2010, S. Alby presented the outcome of the study on the opportunities for the creation of a Nestlé Business Services for Central and Eastern Europe (charts attached) and the direction that the company is taking as a consequence in this respect. 

Focus will be put on “change management”, on transparency and on communication with the employees and with the markets transferring and delegating functions to NBS. The various methodologies developed over time in this respect will be used in this case. The two main streams of the NBS organization are “operations” and “support”. The HR manager of the structure will ensure the hiring of the new employees as well as the training, development and promotion of the employees, building on the learnings from the establishment of the NBS structures in the Philippines and in Brazil. 
Clear explanation has been provided on the transition as well as on the roll out foreseen regarding the markets. The communication plan has also been presented, starting with the information at and the dialogue with the Steering Committee of the NECIC.

Questions and Answers
J. Baroncini asked to have some indication of the number of jobs which will be affected in the countries which will be served by the shared service.
S. Alby mentioned that basically 350 jobs will be based in Lviv in about 18 months. 50 of those are already in the Ukraine today. The remaining 300 will be redeployed from the other countries.

A. Silva mentioned the number of jobs that will be affected (not lost) in the various countries being in the scope of the NECIC, i.e. 
Poland and Baltics

23
Czech and Slovakia

26

Bulgaria


29

Romania


16

Hungary


27

Greece


25

Most of the activities of F&C in Poland and Baltics have already been transferred to Wroclaw (HP) due to the proximity.

K. Hoffmann mentioned that it could have been simpler to consider this “in house” model for Western European countries as well instead of adopting the external solution.
A. Silva reminded that the external solution has not only been adopted in Europe. The first externalization was made in the US with IBM. Thereafter the same approach was taken in Western Europe. Business decisions are also based on learnings. The “in house” shared service in Brazil was a success. The model has subsequently been also applied in the Philippines and now in Central and Eastern Europe.

L. Freixe mentioned that a few years ago the company did not have the competencies required internally and that the services were best provided externally. Nestlé now has the necessary competence internally to make it an “in house” shared service.
6. Remuneration Policy at Nestlé





(R. Cajacob)

R. Cajacob, Head of Corporate Compensation and Benefits, provided a holistic view of the remuneration policy at Nestlé (presentation attached). 
Questions and Answers

L. Cortes (Spain) asked about the instruments used to measure results. It is quite surprising as there are activities where it will be impossible to measure performance. We should not create a system of punishment or rewards with incentives and bonuses.
R. Cajacob mentioned that the objective of the management performance process is to avoid that managers judge based on personal preferences.
A. Silva emphasized on the setting of an agreed set of objectives and an agreed period of time to assess these agreed objectives – usually one year.
I. Drotar (Hungary) could not figure out what this would mean for the workforce as the base salary is the basic remuneration for the job. As a company, we want our labor force to give the highest performance. Want to have as motivation a bonus system together with the base salary and at the same time we have the fringe benefits. Main issue about this allowances and bonus-based remuneration system – in Hungary fringe benefits are not relevant for the calculation of pension benefits and can be withdrawn at any time. This can be perceived by the workforce as an additional amount - good in the short term but not in long term. This is not advantageous for the workforce. It is necessary to find the right balance between the base salary and the bonus. Bonuses should not eat into the base salary but should be paid on top.
R. Cajacob mentioned that the bonuses are flexible and can change; they are reserved for the salaried employees. For salaried employees there are collective objectives and individual objectives. They can be based on the results of company, of the zone or of the business. For the workforce –factory workers – should they have a bonus it is always on the collective performance of the factory – according to the criteria – but not on the individual. This could be in percentage or in fixed amount. It will not be unbalanced. Indeed variable amounts are usually not relevant for pensions in the Nestlé Group. Only the base salary is pension-relevant at Nestlé.

I. Kapus mentioned that the situation in Hungary is also linked to the special taxation system. A fringe benefit system has been built up for tax effectiveness.

B. Golding (UK) wanted to ensure that there is time devoted to this topic at the plenary meeting in October – allowing time to go back to the markets, discuss with colleagues and revert back with questions.

A. Silva agreed to include this in the agenda of the next NECIC plenary meeting.
E. Rueda mentioned that indeed this is the corporate policy for remuneration which is applicable to managers. There are however different populations within the company. Cost of Living is one criteria for management – but we should consider cost-of-living coverage for workers covered by a collective labor agreement.

A. Silva highlighted the factors determining salary increase budgets, i.e. external competitiveness, overall economic environment, development of cost of living index (inflation), ability of the company to afford salary increases.

K. Hoffmann thanked for the presentation. Understood how things work. This is an area where we are on opposite sides. Workers representatives and union representatives have to ensure that they can get as much as they can what is not the same from the company’s side. Highlighted the fact that there is an impression that the base salary is decreasing and the variable payments are increasing. Support friends from the UK in the efforts to get a collective wage agreement signed. He also questioned on the fact that a number of models have been seen, compensation models, performance related, etc. question on what is Nestlé’s thinking about stock options for workers. In some companies, there is an opportunity for workers to take part in stock option programmes – increasing trend in companies. What is Nestlé’s thinking in this respect ?
R. Cajacob referred to the limited scope of the Long Term Incentive Plan in the Group. But otherwise, regarding a broad based employee share purchase plan, Nestlé decided not to introduce such a plan.
Conclusions

K. Hoffmann thanked for the open and fair discussions held during this meeting, which were highly informative and no doubt allowed participants to learn a lot. No doubt various topics will be raised during the forthcoming plenary meeting. He also thanked for the organization and for the interpretation.
