NESTLE EUROPEAN COUNCIL FOR INFORMATION AND CONSULTATION

PLENARY MEETING
November 8th, 2011 – CICG, Geneva
· Welcome and Introduction

Mr. Peter Schmidt welcomes all participants to this last meeting of the year.

He then raises the cases of the Panjang Factory in Indonesia and of Pakistan. Although both countries are out of the scope of the NECIC, European workers’ representatives feel concerned and have discussed them during the preparatory session of the NECIC. As Nestlé is a worldwide organization they expect that trade union rights, the right to freedom of association and the right of the representatives to exercise their union activities be respected in each market where Nestlé operates. It seems this is not the case in certain countries.
The NECIC representatives, by means of a petition / resolution, urge Mr. P. Bulcke and the whole organization to respect trade union rights everywhere, including of course in Indonesia and Pakistan, and to be aware that the employees who were made redundant have now lost their livelihood.
Mr. Schmidt also reports certain cases where the costs of seminars attended by workers’ representatives are used as excuses to cut off other expenses.
Mr. Laurent Freixe receives the petition – although this is not within the European scope – and will forward it to Mr. Paul Bulcke who is well aware of both issues. He restates that Nestlé is fully committed to the respect of labour rights and in favour of balanced, fair and open relations with the unions’ representatives.
He then welcomes all participants, in particular the new workers’ representatives and new HR Managers : Gabriele Staubmann in Austria, Frank Brinkmann, deputizing for Peter Hadasch, who is succeeding Elke Strathmann as new HR Manager in Germany, and Gabriella Carello in Romania. As far as the Market Heads are concerned, Ronald Kers, Market Head in Austria, will leave the company at the end of the year and will be replaced by Corinne Gabler, currently Division Executive Manager Culinary & Beverages at Nestlé Switzerland. At the Zone Management level, Vincenzo Miceli, Operations Manager who was in the past Market Head in Poland and Italy will retire early February 2012, being replaced by Paolo Fagnoni, Business Executive Manager Culinary (Maggi) in Germany. All these changes confirm that we are an active company, with a good talent pipeline.
The first point on the agenda covers the company’s results for the first 9 months of 2011 and an outlook for 2012. No doubt that the years to come will be extremely challenging and we need to prepare ourselves to cope with a difficult and uncertain environment where exchange rates - particularly of the Euro – will play a major role. Ed Marsh will then explain in full transparency the Nestlé performance evaluation (PE) system. This presentation will be followed by a discussion on the learning of the Ad hoc Meeting on Safety and Health in San Sisto; Chris Tyas will cover the NCE journey – within and beyond Operations and finally Barbara Barra will update us on the development and future prospects of our NBS Europe Center in L’viv.
· A.Silva – Key points of the Plenary Meeting of May 24th, 2011 and of the Steering Committee Meeting of September 15th, 2011

· Good business results for the first semester 2011 (top and bottom lines in all Zones and all categories)

· Safety & Health – Ad hoc meeting in San Sisto

· Italy : agreement between the company (food business) and the unions covering variable remuneration, Safety & Health, BBS, work-life balance, equal opportunities. Well received by all stakeholders

· Performance Evaluation / PE

· The scope is the white collar population, on a NiM basis, in line with legislation, the consultation processes and existing collective agreements
· Implementation not conducted properly in some markets – Inclusion of blue collars in certain cases

· Unions request the company to issue a statement confirming that PE is not intended to bypass collective agreements and should not be used for blue collars

· NCE Within and Beyond Operations

· Emphasis on the involvement of the unions and empowerment of the workers

· Concerns regarding 1) the shift handover time which should be considered as paid working time 2) the time required for the implementation of NCE which means additional working time 3) additional reward should be considered
· As we have mentioned in the past, shift handover and additional working time need to be paid in line with local legislation and collective agreements
· Quarterly meetings will be organised between Nestlé, the Co-Chairman, the IUF Representative and some members of the Steering Committee to update them on the progress of the NCE implementation in Europe
· Confectionery Business in Europe – results have improved after 2009, particularly in Eastern Europe – the business landscape is becoming more competitive (progression of private labels) – focus on global but also local brands - creation of Shared value in chocolate (Cocoa Plan – Maison Cailler for instance)

· “Nestlé & I Survey” – presentation of the results at the European level – high response rate and focus on the engagement and enablement of employees – in addition to local action plans Corporate HR will initiate some global projects (work-life balance, relationships between employees and line managers and recognition) – the survey will be repeated in 2012

· CARE audits in Europe – are tools for better compliance

· Araia (Spain Ice Cream factory) – suspension of GLOBE implementation and some investments; flexibility is needed for Araia to become a European factory. Discussions are ongoing at the local level and we shall no doubt reach an acceptable solution which will allow us to start the new season on solid grounds.
· L. Freixe – January – September Business Results – Outlook till end 2011 – Zone Europe
Roadmap / Priorities 2012

The results for the first 9 months of the year are extremely good, with an organic growth of 7.3% and a real internal growth of 4.1%. Nestlé has performed well across all regions, categories and environments despite the significant impact of the rates of exchange and of the strong Swiss franc, particularly for the exporting markets (Switzerland is a good example). We have done better than our competitors. All Western European markets are positive while in Central and Eastern Europe, the Russian region, Poland and Bulgaria are struggling. We have been able to gain market shares and to accelerate our growth through our key innovations. Discipline has been driven across the whole organization. Safety, although improving, remains a big concern, particularly the road accidents.
Regarding the outlook until the end of the year we are confident that we shall reach our objectives but we need to strive for margin improvement in constant currencies.
In 2012 Europe will be increasingly challenging as countries need to decrease their debt. Economic conditions will deteriorate, with inflation, volatile commodity costs (as an example the significant increase of sugar costs), fluctuating exchange rates, higher food taxes and an increasingly competitive retail environment. The tough austerity measures taken by the European governments (increased taxes – spending cuts) may lead us to recession as they will have an impact on economic prospects and will reduce consumer confidence.
We therefore need to be ready in terms of efficiencies, and this is why NCE is so critical. With the virtuous circle we shall keep our competitive advantage. Innovations and renovations will be key; we have interesting projects in the ice cream and chocolate businesses with, for instance “Maison Cailler” which will offer super premium chocolate tailor-made to the taste of the consumers. Products such as Nescafé Dolce Gusto, Nescafé Gold, Nescafé Crema, Nescafé Green Blend, Juicy Roasting, Felix, Kitkat, will continue to be strong contributors. We shall accelerate on other top categories such as Purina Petcare, frozen pizza. Customer Management remains very important as we need to win with them. With respect to people and teams we shall focus on Safety & Health, employer branding, leadership and management capabilities, the management of talent and performance; we have concrete plans for gender balance and diversity, will embed the Nestlé Corporate Business Principles and the Nestlé Management and Leadership Principles and drive people plans. We shall also win through Continuous Excellence (goal alignment and the preparation of operational master plans will support the implementation), margin management, the improvement of our product freshness. Sustainability programmes will be accelerated.
In conclusion : there are big black clouds in our sky but we shall succeed if we increase our efficiency, invest behind the right products and are confident in our people and plans.
P. Schmidt thanks Mr. Freixe and Mr. Silva for their presentations. The company should be congratulated for its excellent achievements, securing jobs at the factories. Congratulations go to the management, but also to the workers in the factories who day by day strive for performance and top quality. 

The delegates discussed the austerity measures decided by the governments and expressed their fear that the authorities expect too much from the people who are losing confidence and trust. This has a direct impact on the Nestlé business. Clear messages should be sent to the governments by both the unions and the management, each using the means at their disposal, telling them they cannot go too far with austerity programmes as the people who suffer are those who have lost their jobs or have low income. We need political, economic and social stability, and a better distribution of wealth.
Jocelyne Banfi (France). Union discrimination is also taking place in France, the second Nestlé market. A certain number of cases have been reported in Nestlé Waters, Purina, Nestlé France. This is unacceptable and instead of going to court an agreement should be reached internally to ensure that employees who have union activities are not penalized but can enjoy the same career opportunities. Thanks to the IUF, we are aware of trade union discrimination at Nestlé in Asia but we must be aware that similar cases do exist in Europe as well.
Reverting to the austerity measures – one of the measures taken by governments is to raise the retirement age. This is a concern for the workers who would like to make sure that employees getting older are treated fairly. 

L. Freixe expresses again his thanks to all employees and workers for all their efforts and the good work carried out.

As far as trade union discrimination is concerned the company fully respects trade union rights and the right of representation. The NECIC meetings are a good example of the company’s wish to have a constructive dialogue to explain its strategies, listen to the points raised by the unions and facilitate alignment.

Regarding the austerity measures, combined with lack of economic growth, the demographic deficit – immigration is one way to cope with the lack of skilled labour - the increase in the average population age and the funding of pensions and social benefits are real concerns, hence the postponement of the retirement age. Europe needs leadership. Our society is nowadays more individualistic than in the past, politicians tend to seek instant solutions when they should look at the future and care for the long term. We all need to manage the present and at the same time prepare the future.

P. Schmidt. That today’s society is more individualistic has its origins in policy promoting a process of permanent privatization. In this individualistic society each individual has to take care of his/her own social benefits, pensions and medical coverage. With respect to raising the retirement age, which we, as trade unionists, reject, there is an increased physical and mental pressure on workers as companies demand growth and performance. How will Nestlé cope with this ? By organizing different shifts based on age groups, setting the machines on the production lines differently depending upon the age of the operators, allowing for more breaks ? We should reflect on this together so that Nestlé can innovate and give an answer to the point raised by Jocelyne Banfi.

Loli Cortés Serrano (Spain). We know that the Company’s policy is not to exert pressure on trade union representatives but this should be better cascaded down in the factories. 

People who get older have difficulties to adapt, some of them take an early retirement. We need a sustainability plan to care for them.

L. Freixe. We hold preparatory and de-briefing sessions before and after this meeting to ensure coherence between the corporate vision and the vision in the markets. We want to have the best people and to protect employment. We therefore need to look at all perspectives and be consistent. One of the major risks we have today is high unemployment, but in the future we shall perhaps have to face a serious shortage of skilled labour. This is a long term challenge. If we really want growth and value creation in Europe we shall no doubt find the right solutions. 
Jean-Pierre Ribout (France). The real problems we are facing are employment, purchasing power and investments for which employees have to wait, for instance in Challerange. To raise the retirement age when young graduates cannot find jobs is perhaps not the right solution as older workers cannot always cope with higher production pace requirements. In France, Nestlé does not hire people before the age of 25, this should be changed.
Michele Greco (Italy). Raising the retirement age as a means to address the economic, financial and social crisis is counterproductive. Companies seeking to implement organisational and technological change demand pro-active, stimulated workers. Older workers cannot always meet the requirements of some new initiatives like GLOBE, TPM, NCE… The NECIC must take a position on the crisis and help find the necessary solutions for an economic and social balance.

Jocelyne Banfi (France). We would like to have a proposal from Nestlé to address the issue of older workers at European level and effect this necessary generation change.
L. Freixe. High unemployment – particularly in the younger generation – is one of our big concerns and we have to find the right balance between the various working groups. Clearly we shall not have in our factories quotas based on age and on the capability to meet productivity targets.

As already said our investments have been historically high these past few years, not only in emerging markets but also in mature ones, and we shall continue to invest as long as we are efficient and competitive and have growth. We need to be able to face the external pressures : cost of commodities, development or private labels and many others. 

· Ed Marsh – Performance Evaluation – PE

The objective of the presentation is to have a common understanding of the purpose and methodology of our performance evaluation system.

Andrea Telò (Italy) thanks Ed Marsh for this very good overview of the system and how it should work. The implementation in Italy has however not been so positive and PE is perceived as bypassing the collective agreements, which are the only means to avoid discrimination and competition amongst employees. PE should only be used for the management, not for the employees covered by collective agreements. Personal performance evaluations should not be used to dismiss people. 

Jean-Pierre Ribout (France). At Nestlé France employees are against this project as a whole as the use of behavioural criteria is seen as a violation of the private sphere of the individuals and an attack on personal integrity. Employees are in favour of a professional, objective assessment. PE can be subjective and have adverse psycho-social effects. As PE is linked to remuneration it is undermining the collective agreements where wages are negotiated. PE should not be extended to blue collar workers. We request a return to the previous evaluation system and to general wage negotiations.
P. Schmidt. As already stated in the Steering Committee meeting our opposition is clear, PE is only for the management and cannot bypass collective agreements, and a special forum will be organized to discuss the PE implementation.
L. Freixe. It is equally important to see how the objectives have been reached. Qualitative criteria give us a much richer evaluation than a straight “black and white” results assessment and enable us to measure the Nestlé Management and Leadership competencies which are critical to make the difference (the “How”). Employees should abide by our principles consistently and across the board. We need 100% engagement, and for this the help of the Unions is very important. 

When fixing salaries, other components, such as the positioning in the salary grid, are also taken into account. 

P. Schmidt. The contrasting positions are clear. We will continue to critically pursue this issue.
· Safety & Health – Special Ad hoc meeting in San Sisto /Portogruaro – October 10-11, 2011

Presentation “San Sisto, Zero Accidents Journey” by Michele Greco, San Sisto Union Representative. The “journey” began with the implementation of structural and material improvements overseen by the company together with the unions. The workers had only a marginal role. The subsequent strategy has been to involve all workers in their own interest. Contractors, partners and temporary staff have also been included. With respect to BBS a written agreement has been made with the company to protect the anonymity of the employees. Safety is not a project, it is a state of mind, and the battle will never end. 

P. Schmidt. The approach taken at the San Sisto and Portogruaro factories was not top down, but constructive and cooperative, and we would like to thank all the people involved. Unions are happy to see that Nestlé is concerned about safety & health. However recommendations made by them are sometimes not listened to, particularly when they are linked to investment requests. Dangerous cases have to be addressed without delay and cannot wait until the necessary budget has been approved.
L. Freixe. Progress has been made in factories (we have a number of factories with zero accidents) but our main concern today is more the sales force and the distribution centers.

The company is fully committed to comply with the legislation and our principles. When unions feel this commitment is not respected they should report them to enable the management to investigate.

M. Nixon. We need to work on:
1) Leadership, see what has been achieved and what still needs to be done. We need passionate commitment to Safety and to constantly reinforce it. We will provide effective training on an ongoing basis.
2) Effective systems and procedures – all factories in Europe are now ISO 18000 certified 
3) Safe processes and equipment - we intend to spend 15 million CHF next year in Europe on safety improvements only – M. Nixon has systematically gone through every single credit request to make sure that no safety investments would be disregarded.
4) Participation of everyone and safe behaviours. The role of the unions has been fundamental in helping the factory achieve its safety goal as they moved from supervising to collaboration in the interest of all concerned. This has brought about a transformation of the safety concept and made San Sisto a reference for Italy in the manufacturing area. It has been a win for everybody. 

The implementation of BBS has been done well in San Sisto. The anonymity of the employees is guaranteed and the result of the BBS visit is not linked to the individual. Anonymity should be a point of principle and the Italian practice has been shared with all Technical Managers in Zone Europe. This makes it a learning experience, not a disciplinary issue. How NCE has been used to accelerate BBS, DOR, etc. , liberating the voice of the shop floor, has been a key factor.
Thank you again to the San Sisto and Portogruaro factories for opening their doors and for the excellent leadership of the unions to make both factories safer working places.

A.Silva. We indeed have had an excellent overview of the best practices put in place both in San Sisto and Portugruaro. The government authorities are aware of the project and wanted to give us their point of view. As already said NCE is not always well understood, and leadership is key. We now need to continue the journey. Thank you again to all workers in San Sisto and Portogruaro, to the unions and their representatives, Messrs. Telò and Greco in particular.

P. Schmidt would like to highlight two points : During the visit of the San Sisto factory he was told by the workers that they decide when action needs to be taken regarding safety and that escalation to the upper level takes place if nothing has been done within 48 hours. He also learned that NCE and its link to safety and health have drastically changed the jobs of the workers – but what has not changed are the wages paid by the Company.
Susanne Ferschl (Germany). Thank you again to our Italian colleagues for this excellent visit. What we have learned is that success can only be achieved when the management, the unions and the workers all work together in the same direction. Regarding investments we are thankful for the state of the art equipment that has been installed in the Biessenhofen factory. However, the lack of air conditioning and limited number of storage rooms remain a problem.

Brian Golding (United Kingdom) also wants to thank the company and the Italian colleagues for this visit which has been an eye-opener, particularly the practices around BBS which he will share back in his home market. He will also discuss the creation of a national Safety & Health Committee. 
Loli Cortés Serrano (Spain). We all share the zero accident objective. However, there is pressure from some managers not to report accidents. Accidents concerning employees working outside factories or offices – the sales teams for instance – cannot easily be reported. Psycho-social risks should also not be ignored. 

François Desfonds (France) wonders whether we all got a true picture of the San Sisto and Portogruaro factories.

After a decrease in 2010 the number of accidents in 2011 is on the increase, despite all the improvements that have been made. We should see whether there is a correlation between this trend and absenteeism for instance, and wonder whether people are happy to go to work.

Ilona Drótar (Hungary). The behaviours we saw during our visit to Italy are now part of the everyday life of the workers. We were also able to see the link between NCE, BBS, and all the safety and health initiatives. Regarding BBS why do we need to reach a certain number of visits? 

Jean-Paul Salgado (France). I work in the Vosges bottling factory, quite a different world from San Sisto. Accidents are not always reported – sometimes we do not know what needs to be reported. Despite all our efforts there are still many issues.

Jean-Pierre Ribout (France). We have colleagues who suffer after an accident or who have lost their job. Accidents are not always reported, and the credibility of the managers is at stake.

The BBS visits represent additional stress with possible damaging psychological consequences for the supervisors and the workers.

P. Schmidt. San Sisto is surely not perfect. As Mr. Nixon said we need to look at what has been achieved. The role of the Unions in San Sisto is probably different than their role in other factories, and what has been implemented in San Sisto can perhaps not be implemented in every single factory. What is sure is that our safety and health objectives can only be reached if the unions are involved and we hope that the Nestlé Management will send a clear message. Regarding BBS, Mr. Nixon confirmed that anonymity is a point of principle, and that BBS visits cannot be used to inform on employees, nor can it be used for disciplinary purposes. 
L. Freixe. We all have the same determination to reach our zero accident target. It is the management’s responsibility but we need the unions’ contribution and support to get to 100% commitment. It will take time, but we shall get there.

· C Tyas - Nestlé Continuous Excellence Within and Beyond Operations 
After implementation in factories we now intend to extend NCE to the other functions – Finance, Supply Chain, Human Resources, GLOBE, over the next two years. The approach may have to be adjusted in each country.

We would like to count on your contribution, support and regular feedback to enable us to improve along the way and ensure a smooth process. 

P. Schmidt thanks C. Tyas for his presentation. We all know that NCE represents additional work and stress for the workers.

We have agreed on a way to go forward and some members of the NECIC Steering Committee on a rotating basis will meet every three months to discuss how NCE is implemented in the markets. The first meeting will take place in December this year.

We would like to reach a formal agreement that the involvement of the unions in a certain number of issues will be consistent from one market to the other and will not depend on the local management. We also need to have some rules regarding specific issues, as for instance the payment of the handover time. 

L. Freixe is happy that we are all aligned. The NECIC is playing its role when tackling issues of European concern. European issues can be discussed in the NECIC meetings, but room should be left to the local management to handle issues according to the local environment and context. This is the principle of subsidiarity. But as a principle we also agree that we need both the European and the local levels.

P. Schmidt. We are talking about principles and common issues. We agree that each market should handle local issues. 

· B. Barra - NBS Europe L’viv Update

L. Freixe introduces Barbara Barra, who is in charge of the NBS Center in L’viv, Ukraine, and expresses his satisfaction on the way the creation of this Center has been driven.

The NBS Center in L’viv is part of NiM in Ukraine, but works in close cooperation with the local markets concerned. Great focus has been put on recruitment. Employees are young, well-educated.

Oldrich Turecek (Czech Republic) would like to know the reasons why the company went through the whole process of creating this NBS Center. With GLOBE and internet, data can be computerized anywhere.

L. Freixe. The Group has started aggregating some activities to increase our efficiency. We have decided not to outsource but have opted for an in-house solution. The employees are Nestlé staff working in one team to deliver the best possible service and efficiencies. L’viv is an extension of the local markets; some activities will remain within the different markets, others will move to this NBS Center. This creation of additional efficiencies will contribute to the virtuous circle, and enable us to remain competitive and to invest behind our brands. 
B. Barra. We have looked at the end-to-end process to make it as efficient as possible. We shall automate as much as possible to minimize the risk of mistakes. The NBS employees are working in close cooperation with the teams in the markets.

L. Freixe. The financial benefits will go to each and every single market which will then have the possibility to invest. 

Oldrich Turecek (Czech Republic). No figures have been shown regarding the efficiencies reached with the creation of the L’viv NBS Center and the savings made. What has been done in L’viv is different from what has been implemented for Western Europe but do we know whether it will be cheaper than the previous system in place? Savings, if any, should be invested in favour of the employees.
L. Freixe. Such an investment has obviously been made based on a solid business case. This will have a positive impact for all the markets concerned. We are building unique capabilities. You may wish to discuss this with your local management.

Brian Golding (UK) questioned the use of internships.

Jocelyne Banfi (France). Payslips issued by our NBS Center in HP-Wroclaw are often incorrect, the payment of the salary is sometimes delayed. Assuming that the L’viv project will be more successful, will you bring these activities back to Nestlé ?
L. Freixe. We have learned from our experiences. There are some activities that we perform better ourselves, some others – like security for instance – can be outsourced. We always need to keep in mind that people make the difference.

S. Alby. Staff turnover at our in-house shared service centres is lower than that for the service centre industry (8% vs 25% - 30%). We are building a pool of talents for the Group.

L. Freixe. We do not want to underestimate the efforts made. We are now in the finalizing phase of the process. We believe that we can do better than the industry using our own resources.  As we keep these activities in-house we do not depend on external providers.
· Conclusions

P. Schmidt. We have had a constructive meeting, with open and transparent criticism. Thanks to open and critical discussions, we can arrive at joint, constructive solutions.
L. Freixe. We do not expect the NECIC meetings to be a forum to tell the company how good and right it is. We appreciate the quality and openness of the discussions. We are happy to discuss when we need alignment and if we are winning today it is because our strategies are clear and we are all pushing in the same direction. 
L. Freixe believes in the qualities of the virtuous circle which starts with efficiencies. Again, private labels are developing, we therefore need to invest behind our brands, behind innovation, continue to gain market shares, bring profitability and sustainable growth. We have big challenges such as inflation, requests from the retailers, low loyalty on the part of the consumers. The virtuous circle can help us make the difference. More than ever we need that level of competitive edge. We do not want to go back to the difficult times of the past. We have great people and great brands. Thank you again to all of you for your good work and support.
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