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NESTLE EUROPEAN COUNCIL FOR INFORMATION AND CONSULTATION PLENARY MEETING
October 28th, 2010 – ILO Building – Geneva
________________________________________________________________
· Welcome and Introduction
Mr. Klaus Hoffmann welcomes the participants to the last NECIC meeting of 2010. The agenda is very good, with interesting topics. One of the most important one concerns the ice cream business.

In turn Mr. Laurent Freixe welcomes all participants. The agenda is indeed very good, he intends to cover the 2010 business results up to date and a brief outlook for 2011. He then makes reference to the announcement of the creation of Nestlé Health Science S.A. and of the Nestlé Institute of Health Science to target new opportunities between food and pharma. Nestlé Health Science S.A. – whose President and CEO will be Mr. Luis Cantarell - will be a wholly-owned subsidiary of Nestlé S.A. while the Nestlé Institute of Health Sciences will be part of the global Nestlé R & D network. 
· Key Points (charts provided)
A. Silva reviews the key points of the Steering Committee of September 7, 2010 and of all action plans initiated and achieved as a follow up. 
· January – September 2010 Business Results – 2011 Outlook (Charts provided)
January – September 2010 Results

L. Freixe comments the Group then the Zone EUR results for the first 9 months of the year. He is happy to say that, up to now, we have been doing well and winning, doing better than the competition.
2011 Outlook

2011 will be a challenging year: commodity costs will increase, austerity programmes will slow down demand. However Zone Europe will continue to grow, at a slow pace, everybody will fight but we will continue with the Nestlé model and the “virtuous circle”, invest in factories and trade assets, focus on key priorities, innovations, alternative trade channels (e.g. Special T), PPP, etc. The momentum is good, the performance also, we can continue building on our present growth despite a challenging environment.
K. Hoffmann is always happy to hear that the results are satisfying, as it makes our work as workers’ representatives easier. We gather from the chart showing investments in restructuring that Nestlé does not have major job-cutting plans.
Wolfgang Haaf (Germany) mentioned quality issues with ice cream cones sourced from Beauvais. The system of “centres of competence” appears not to be delivering on its promises.
L. Freixe agreed that the new cone line in Beauvais was a disappointment, then makes some comments on the ice cream business : we are already preparing the 2011 season, Mr. M. Nixon is organizing a meeting with all ice cream factory managers to discuss the basics; quality and freshness will come first on the agenda as we want to deliver the best possible products (60 / 40). 

Jocelyne Banfi (France) is happy to hear these comments which contradict the impression that Nestlé tries to reduce everything, including factories. France is said to do badly and to lack competence but indeed results are good so congratulations to all the colleagues in the market. Market shares are growing and it is good news that we are focussing on market share and not only on RIG. As far as the ice cream business is concerned there were some problems in Beauvais that showed that progress needed to be made not only with respect to the manufacturing and quality of our products but also with respect to the recruitment of the best people. Nestlé is far from being one of the preferred employers, for engineers for instance.
Human Resources is not keeping the pace, particularly regarding the recruitment policy. We cannot continue delivering quality with a recruitment policy centred around hiring interns. People are a resource, not a cost centre to be reduced.
L. Freixe reverts to the ice cream business. It is worth mentioning France’s very good performance with a 3.4 % RIG. Market has increased in 70 % to 80 % of the categories, this is remarkable. As far as Italy is concerned we do believe and want to invest in that country which is now more solid, is in a dynamic phase, where teams are good and where we therefore have a lot of projects. In Germany – a market with little or no growth – we are gaining market share which is really great. The British market has had an excellent performance, Spain, Portugal and Benelux have good results, Switzerland is positive.

With respect to Beauvais – where we have introduced new technologies – the problem is less a problem of quality of people but is mainly related to the number of people working on the new lines. The issue is now very close to be solved.
Joaquim Mesquita (Portugal): Workers in Portugal are interested in the future of the Avanca factory. There was news regarding the investment in a new production site in the vicinity of Porto and the possible delocalization of production from Avanca to that new site. This news was rejected in an internal communication but not in the press nor at the level of Nestlé. Nestlé is not discussing projects. What is the future of the Avanca factory model? Workers have the impression that there might be problems with some jobs, that people might be transferred, including the temporary employees.
L. Freixe: We do not want to comment on rumours in the media, this would be time consuming. Avanca is an important factory for Zone EUR. It has always performed well, the location is good, there are no special issues and therefore no reasons to change.
Daniele Marcaccioli (Italy) appreciates what was said regarding Italy, a dynamic market where we need to go on. However there are also ice cream factories and brands which are good while some others are in trouble. 

L. Freixe: We shall come back to the ice cream business in the afternoon. A strong business model is Schoeller in Germany, which is a combination with frozen food and where the supply chain organization makes us resilient. Switzerland is also solid. Davigel in France leads the Out of Home sector, which is their strength. Italy is one of the markets where we turned around market share. This was not easy and is not reflected in the growth figures. We put in place a better management of distributors, invested in freezers – our trade assets – to accompany our projects. Poland, Finland, Russia, Portugal are all doing well. Our performance this year was overall better than in the past, despite the weather conditions. In the ice cream business we have pockets of excellence with good performance, but also some issues, which are becoming less and less. 
Rémi Trembleau (France) would like to underline the good results of the Petcare business. He however feels concerned about Aubigny and the under-utilization of its capacity which is at 75 % despite the transfer of 2’000 tons.

L. Freixe wants to reiterate his satisfaction regarding the excellent results of the Petcare business, the leading business in Zone Europe in terms of results. Performance is very good, both in factories and marketing. 75 % capacity is not considered to be under-utilization. In the case of saturation we cannot meet market demands in peak periods. In the case of a 70 % capacity utilization we can react and adjust our production, link it to demand and deliver fresher products. In the UK for instance we produce on the basis of what is sold, not what we forecast. We need some flexibility to provide good service and fresh products to our customers and consumers. This is also valid for other products, coffee for instance. A good example is the Thomy factory in Basel, where we manufacture very profitable and good products with a capacity utilization which is rather low. Factories with a capacity utilization of around 90 % - 95 % are saturated and therefore cannot seize the opportunities coming from the market. We do not intend to close Aubigny since a 75 % capacity utilization is good. In the Petcare business we need to remain vigilant and reduce the level of saturation.

Antonin Tesarik (Czech Republic) wants to raise the point of the future shared services centre for financial and employee services in Ukraine. Will the employees of this centre be able to communicate with the employees of the countries concerned in their respective native languages? Also, what will the benefits generated be?

Regarding our water business : our market shares are increasing, which is good. However TV commercials talk about the environmental problems created by PET bottles. Will Nestlé go back to glass or return bottles in order to contribute to the improvement of our environment?
L. Freixe: Mr. Stephane Alby will reply to the first question later today. Philippines is a good example showing that it is very possible to accommodate many languages. L’viv, due to its location, can provide people who speak several languages.
Ph. Mathoulin (for the Waters business): This is a question of sustainability. Plastic protects the contents. Contrary to what we could have expected the results of certain studies are not always in favour of glass bottles. We have improved the use of the raw materials when producing plastic bottles and caps and have reduced size and weight by 20%. The other and best alternative is to improve the recycling of PET, and we therefore promote and support recycling initiatives in certain countries. These are the two main axes of our business plans.

Michele Greco (Italy) is pleased about the good results. Could however the economic and financial situation in Italy create instability? Does Nestlé want to invest in Italy despite the political environment and the financial measures taken?
L. Freixe was in Italy with Mr. Paul Bulcke two days ago to review the business. They were positively impressed by the results, the momentum and the team spirit. There are good examples, Moretta is one of them. The focus is on supporting the momentum and have the virtuous circle work well. Italy has his full support.
· The New Nestlé Corporate Business Principles (feedback from Mr. K. Hoffmann and the employees representatives) 

K. Hoffmann: In the June meeting we received a copy of the new Nestlé Corporate Business Principles. We agreed that we would look at this document and react. In the meantime we have received a number of translations (German translations to be checked) and it is now up to us to react as employees representatives.
His first reaction is that this is a good document and the principles put on paper by Nestlé are from his point of view perfectly acceptable. He welcomes the fact that Nestlé has established such principles that should be abided by everyone. He has no remark nor criticism to express.

Marius Boersma (The Netherlands) has read the document and generally speaking agrees. However, he wants to report about a television documentary on October 19 on a Dutch channel regarding the harvest of hazelnuts in Turkey by children who therefore do not attend school. Nestlé and Unilever - among others - were mentioned as buyers and users of these hazelnuts. The point was raised at the level of the Dutch parliament and a letter was sent to the Nestlé management in the Netherlands to find out whether we do use hazelnuts from Turkey. In the Nestlé Corporate Business Principles we state our commitment to actions to eradicate unacceptable practices like child labour and we therefore should ensure and communicate in a formal statement that we do not use hazelnuts harvested by children.

L. Freixe: Our suppliers must comply with our business principles. We want to control our purchasing system and one way to do so is to buy directly from the producers. He cannot reply now on the specific case of the hazelnuts from Turkey since he is not well informed but he will make sure this issue is addressed and our principles respected. A position statement from the Company will be issued soon.
Carmel Montllor (Spain) thinks that these principles are acceptable but has two specific questions: Would it be possible to have access to reports prepared by outside auditors showing that the company is abiding by these principles? Also, could we have a channel to enable workers and representatives to report to the Company remarks, incidents or cases of breaches of these principles and to get formal answer from the Management?
L. Freixe is happy to hear these positive comments and to see that these principles are considered as good. The focus needs to be on the actual implementation of these principles. With respect to the possibility of having an ombudsman he or Alfredo Silva can be contacted any time and they will make sure that an answer is given in due course. External consultants would have the necessary credibility to check whether the Company and the Management are complying with these principles.
Enrique Rueda: Regarding audits, our annual reports will include the measures taken to overcome challenges. For each market we want to have audit reports to see the extent of the implementation and the responsibility of all employees. To convey their remarks we would like our employees to use the most efficient means and it is up to the Human Resources in each market to decide on the best mechanism for this : telephone lines, supervisors who would receive the complains, etc. 

Christian Gusset (Switzerland): Regarding our Corporate Social Responsibility and commodity producers – Where is CSR management situated in Nestlé? Is it true that, in view of the volatility of commodities markets, Nestlé intends to be involved in production, of cocoa for instance?
L. Freixe.  The Corporate Social Responsibility of the Company rests with the EB and the Executive Committee where our policy in this respect is validated and checked. It is therefore in the hands of the highest level in the Company - Messrs. Brabeck and Bulcke are involved. Raw materials are strategic and it is therefore important to have direct contacts with producers and suppliers, hence our involvement, in Africa for instance with our R & D Center in Abidjan and in Latin America, in coffee. We therefore ensure the quality and sustainability of our suppliers. We actually buy 10 % of the annual coffee production.
Joaquim Mesquita (Portugal): Following what was said in June we can say that positive steps have been taken. The Company must now ensure that the new Nestlé Corporate Business Principles are implemented and practical measures taken to involve workers. The right way is through the collective agreements. More people should be made aware of and be familiar with the collective agreements.
L. Freixe: Most of the principles already existed. The most important thing is now to make them a living reality, to communicate around them. In the coming weeks the Zone Europe 2011 roadmap will be made available. You will see that it is one of next year’s priorities.
A. Silva: We need to be more precise in the way we handle problems and communicate. If there are problems in Portugal regarding communication through the collective agreements, Human Resources is available. The first phase was the translation of the new Nestlé Corporate Business Principles. In 2011 we need to discuss and embed the document and make these principles live. It is a priority of both the line managers and Human Resources.

Jacqueline Baroncini (IUF) would like to revert to the point raised by the Dutch representative regarding the harvest of hazelnuts by children in Turkey. A letter was sent to the producers by the NGO Stop Child Labour together with the Dutch unions to ensure that none of the hazelnuts used are harvested by children. A public event will take place in Amsterdam on November 19. It would be a first step on the part of Nestlé to look at this issue and ensure that the Nestlé Management in the Netherlands attend this event and share with the organizers.
Regarding the new Nestlé Corporate Business Principles. This is a Nestlé document, unions did not participate in the elaboration of it and have therefore no ownership. Comments are positive, but she would like to stress that it is in no way a sign of approval. There should be no communication indicating that the NECIC signed on to this document, representatives have only taken note of the principles. There has been in the past one case where a Nestlé representative stated that a certain project had been approved by the NECIC participants. We have been informed and have taken note. Regarding channels of communication and reporting of breaches the most effective way would be through the international organization to which the union representatives are affiliated. There should be a way to report breaches of principles or of fundamental human and trade unions rights to the Management. The Management has not come yet with a proposal to make this happen.
Enrique Rueda. Our ambition is to ensure that all Nestlé employees implement the new Nestlé Corporate Business Principles. We do not want to select one or two channels of communication. Employees have the right to communicate and their line managers are their initial contact. If this does not work they will find other suitable means including the IUF. We want to improve the dialogue with the IUF and we have offered some weeks ago a means to do so. There are a lot of opportunities in the way we communicate. We are a complex company and therefore not perfect but we say how we want to work and behave and therefore all channels are OK. 

Suzanne Ferschl (Germany): The line managers have a special responsibility but there have been examples where management did not comply with the principles and the reaction took a long time. We need a process coming from top management to show an example and take action quickly.

L. Freixe: Line Managers supported by Human Resources are the first authority to solve local issues. Escalation comes after. At the Zone Management level he is ready to handle issues which have not been solved locally and action needs to take place. This is his commitment.

Rémi Trembleau (France): This looks like a list of good intentions but we need to see this put into practice. We have brochures, etc., but workers need to feel involved in the reflection. The survey “Nestlé and I” will perhaps provide some answers. However, workers are not always involved. 
A. Silva: The comments made by the two previous speakers are excellent. In the monitoring of career planning we always look for managers with strong soft skills and watch the way they involve their teams – this is a key part of the decision process. The survey “Nestlé and I” is a useful working tool to know what happens in the global environment. Responses to the questionnaire will show. The response rate overall in Europe to the new “Nestlé and I “questionnaire is 80 %. People want to express their views. We are working on action plans and through this will more and more engage and enable our people.
Enrique Rueda: The Nestlé Corporate Business Principles are not a list of good intentions. It is a summary of our commitments. We need to put more efforts on the implementation and we need your support.

K. Hoffmann: We shall have training programmes for the communication and implementation of these principles as from January 2011. We shall see what happens. The foundations have been laid and we shall learn more in the future.

· NBS For Central and Eastern Europe 
Stephane Alby: This presentation has already been shared with the Steering Committee and representatives are therefore well informed. This presentation will show where we are now and what are the next steps.
Regarding people: We shall need 350 employees – 320 will have to be hired, if possible internally – starting with Nestlé Ukraine then we shall open vacancies to employees from other countries and recruitment agencies.

The go live for Ukraine will take place end of January. The same transition process will then be applied for the other countries concerned.
Temporary offices will be in the Svitoch chocolate factory premises until new office space is ready.
On the question of languages: We have the example of the Philippines where 6 or 8 languages are available. We intend to take the same approach for Ukraine to cover as many languages as possible. 80 % is considered as a minimum. We expect to find the necessary people in L’viv. We also have the option of leaving the call centres in the different countries at the beginning. We shall take a pragmatic approach to first take care of the employees, the suppliers and the customers.

As far as savings are concerned, we should reduce our present costs by 25 % - 30 %. Improvement of processes and discipline to execute and control will be key.

L. Freixe. All markets will see a positive impact in a short time frame. L’viv is part of the virtuous circle, savings will be invested in brands and drive profitability. The management team of this centre, that will be led by Barbara Barra, will be gender balanced.
Jean-Paul Salgado (France): The offices look sad and not appropriate. Where will the savings come from? Wage costs, elimination of jobs? What about Western Europe where many things happen and there is no NBS?
L. Freixe: NBS exists for purchasing, facility services, GLOBE activities. L’viv will be dedicated to financial and human resources services that can be run remotely. These are two different realities.

S. Alby: The L’viv business case has taken wages into account but this was not the key factor. In the decision certain factors like improvement opportunities, standardization of processes and elimination of activities that do not add value played an important role.

L. Freixe: GLOBE enables us to standardize and take advantage of our size to be more effective and have the critical mass in the support activities. With this project we act as pioneers in Europe. We have expertise in the Philippines and in Brazil. We have internal know-how and a much lower turnover than the industry. We invest in ourselves instead of going outside. Our teams are more qualified and stable. It makes sense to draw on this expertise and make our people available. We shall continue with HP in Europe for a number of years. To be more effective we need to decrease margins and prices differences to have sustainable growth of our activities. Furthermore we have a strong partnership with the government and universities in L’viv which have programmes adapted to our needs. This structure will be an asset for our development in the region.

Andrea Telò (Italy): In Western Europe and North America we are working with HP and IBM. Nestlé has however learned a lot with in-house NBS and HP. The transfer of activities to HP did cause some problems in terms of redundancies and social plans. When the contract with HP will expire in 2013 shall we have an internal shared services centre for Western Europe?

S. Alby. We have a hybrid model, i.e., centres operated by IBM and HP and in-house centres. Brazil covers 22 countries, Manila 32 countries with a satellite in Cairo for the Arab-speaking countries, we are also opening a centre in Ghana for 22 countries. L’viv will cover 20 countries. Our contract with HP runs until 2017 but we have the option to terminate it in anticipation in 2013. We are working with them to improve processes and services. 

Jacqueline Baroncini (IUF): To revert to the language problem in Europe: The UK say that the staff at HP in Poland do not understand the different accents. For Switzerland the staff only speak German. Will the staff in L’viv dedicated to Romania be able to assist a Hungarian-speaking Romanian? Also, could Alfredo Silva give again the number of employees affected by this move?

S. Alby: We can have call centres for the 1st call resolution. We shall be very pragmatic and perhaps keep 20% of the activities in the countries. Our focus will be employees, suppliers and customers’ satisfaction as well as professionalism.
A. Silva: Jobs will not necessarily be lost as local HR teams will look at the possibility to transfer employees. 
· Poland & Baltics : 23 (this number is small since most F & C activities have already been transferred to Wroclaw)
· Czech and Slovakia : 26
· Bulgaria : 29

· Romania : 16

· Hungary : 27
· Greece : 25

· European Ice Cream Strategy Update (Charts provided)
Paul Kiortsis provides an overview of the Nestlé Ice Cream Business. The business is volatile. We know where we have issues and we have already addressed or are addressing them.

We do not intend to have few big factories producing centrally. We want to be flexible and respond to local demand and consumption. We have to capture market share, generate more sales, focus on route-to-market. 

Nestlé is committed to the ice cream category – we have the plans, the resources and the people to succeed.

Jocelyne Banfi (France): The ice cream business has always been seasonal. We have the example of the success story “Amorino” created by 2 Italians with shops selling ice cream during the season, then coffee, cakes, chocolates, etc., during the winter. Nestlé is active in both ice cream and coffee. Is it conceivable that Nestlé creates a business that links those categories?

P. Kiortsis. The business in Europe is more seasonal than in the US where the demand is more stable. Also artisanal products are important. The idea of scooping stations is good. We have a project in a major shop in Zürich for Mövenpick and Germany, in shopping malls or shopping centres, where the seasonality is lower, to develop exactly this kind of model.
Loli Cortes Serrano (Spain): During the Steering Committee meeting it was mentioned that there would be a meeting in Spain with the whole team. There have been very serious changes in the same year, the majority of the workers have been affected by these changes and they are now afraid regarding the continuity of their jobs and the new categories. What are the conclusions regarding our strategy? We understand the workers’ fears and see the danger of outsourcing certain services. We would like to be informed of what is going on.

L. Freixe.  A visit to Spain took place a few weeks ago and included the review of the ice cream business. This is an important business for us. Last year was worrying, we lost market share. The difficulty is that the nature of purchase has changed from impulse to super markets or artisanal scooping. The economic environment and the decrease in tourism have created additional problems. We have discussed with the staff in Spain how to manage the change and how to have a better link between the business and the market. We now need to organize ourselves and readjust to today’s situation, increase volumes and become more efficient. Scooping is a good example. We have plans and projects to challenge this and to have more visibility in the long term, see how we want to develop the business and no longer react to short term problems. We need to find a business model adapted to today’s reality, not the reality of yesterday. Our distribution and commercial efficiency need to improve. Synergy with frozen food is a possibility. Hopefully we shall have the results we are aiming at. We need to give visibility to the employees on what we want to do, what our vision is.

Wolfgang Haaf (Schoeller, Germany): What are the criteria for the competence centres ? What about the quality of the products when we need to adjust production rapidly? Our costs are high, Unilever and other companies are ahead of us, price is an issue.

P. Kiortis. This is a good point. The criteria to become a competence centre are (1) to be the best factories for a given technology and be ready to work on quality (make the best product), cost and service, and (2) to be in a natural area of supply as transport is expensive. You need to be fast, react to the demands of the market. Competitors work at low costs, we have to add value. We privilege the insourcing of products from third parties to Nestlé when we can, but we have to give time to the competence centres to be as good as third-party products. Cost is just one factor. Private labels sometimes sell at 1/3rd of our prices.

Wolfgang Haaf has tested a cone from a discounter –it was much tastier and more crispy than our products from Spain. This cheap product was better than the Nestlé one; it was upsetting, this is how we lose consumer trust.

L. Freixe. Would like to invite Mr. Wolfgang Haaf to the Factory Managers’ meeting where the issues of quality and costs – which cannot be compromised - will be discussed. Your message is clear and compelling.
We have to reach the 60/40 excellence ratio and be competitive. We need to specialise our factories since we cannot invest all technologies in all factories. Our strategy is right, the competence centres had one year to adjust, now they have to deliver the quality requested by the market. Again we have to be competitive and flexible to accommodate the demand despite the seasonality, react quickly when the weather is changing and adapt our logistics. We should manufacture during or close to the campaign in order to bring products that are as fresh as possible to the consumers. We need to develop a sense of urgency as we have in the coffee category and deliver superior products. 

Wolfgang Haaf is happy to accept the invitation to the Factory Managers’ meeting.

K. Hoffmann: Mr. L. Freixe made it very clear – ice cream is a top priority and things will happen in this sector, it will improve. We shall watch developments closely, it is in our interest to see that the business is doing well. 

· Remuneration at Nestlé (Charts provided)
Presentation by Mr. René Cajacob.
K. Hoffmann challenges the chart with the salary scale – minimum – midpoint – maximum – which is optically not correct.
R. Cajacob confirmed that the minimum is 80% of the midpoint, the maximum, 120%
R. Cajacob. This is a policy, a set of principles which are not applied systematically everywhere in the same way.
We want to pay at the market level, slightly higher if necessary.

The change of the salary revision to April 1st is a direct result of our new approach to performance management. We need to have the performance evaluation of the previous year.

Bonus : starts at 5 % - 6 %. The bonus scheme has to be relevant. In our objectives-setting exercise we need to set pragmatic and ambitious objectives.

Long Term Incentives are part of competitive remuneration for senior management, for a restricted population running the organisation at the highest level, therefore not broad-based, and aligned with competitive practices. The reward over time is directly linked to the share value.

Regarding the staff under Collective Labour Agreements : not all factors are applicable to staff under Collective Labour Agreements. The way we evaluate performance may be different, as the “What” and the “How” will not be implemented systematically immediately, hence the evaluation may continue to be carried out as in the past. However the design of our remuneration packages will typically gradually include a variable element. Bonusable objectives or individual objectives may not be introduced systematically to everybody as factories have their own objectives in terms of quality – safety, waste, etc., which are more collective objectives.
Share Purchase Plans would fall under the employee benefits category. To offer to employees a certain number of company stock at a reduced price was very popular at a time, particularly in US companies. It would be difficult for Nestlé to have such a plan since we have employees in many countries with diverse local legislations, restrictions or rules. We would create inequity across the Group. Furthermore the management of such a plan for 280’000 employees would be difficult.
Peter Salzmann (Switzerland): As we heard in our preparatory meeting, there are a number of countries already affected by the introduction of the salary revision on April 1st as from next year. Employees in Switzerland have been informed, and we have also been told that this system will change the performance evaluation. But our social partners have not been informed. He is surprised that there should be differences between companies who have signed Collective Labour Agreements and those which have not, while we have been told that the introduction of the new system was a foregone conclusion. What will happen with our different plans? Nothing was said about the performance evaluation although it is a major component of the change to April 1st.

R. Cajacob: If there are reasons to delay the change and it is part of an agreement then the local management may decide to postpone it. Many companies in the Group already have their salary revision on April 1st. For the others employees have been informed in due time. The decision on the implementation remains with the local market. If there are reasons to delay we shall listen to the markets and decide at the Zone level.

The performance evaluation change is a major initiative which was announced more than one year ago. Some companies have introduced it and information sessions have taken place. We already had an evaluation system, this one is now more in line with actual trends.
Joaquim Mesquita (Portugal): No doubt that these measures were announced in due time. The objectives however seem to be to reduce wages. Workers in Portugal are poorly paid and an increasing number of people now belong to the category of the working poor. What do we mean by increases made on an individual basis? In Portugal the minimum wage is 445 Euros. Our lowest wage is almost equal to that amount. We are now talking about human rights and the fact that employees are becoming poorer, we must ensure a decent life which is difficult when people are unable to pay their social security charges while the higher salaries are contributing to private schemes. Wages are constantly decreasing, we are close to the minimum, there are discrepancies between employees which are not explained, with respect to seniority for example. Our purchasing power has been lost and we cannot meet our essential needs.
A. Silva acknowledges the comments made. He knows the market very well and the general crisis in Portugal where strong austerity measures have been announced by the Government. However the Nestlé salaries are in general clearly above those of the same industry. 

Jean-Paul Salgado (France) asks where is the simplicity in a remuneration system based on performance and profit and wonders why, despite our ethical standards and Corporate Principles, we consider it a constraint that in certain countries we are obliged by law to pay general salary increases. Raises the point of the “intéressement” (collective bonus) in France and the fact that accidents are sometimes not declared because of the negative impact on the payout of the bonus. Reverting to the performance evaluation he wonders how unskilled workers working on the lines could be evaluated. The Company should show its appreciation and give the same treatment to everybody.
R. Cajacob: Individual objectives are not common in production sites. It is difficult – but not impossible - to assess the individual performance. The norm will remain on collective objectives.

A. Silva thanks for the comments on undeclared work accidents. It is crucial for Management to have full and complete information on work accidents. We shall follow up this issue.
Jean-Paul Salgado: When an individual element is introduced the remuneration becomes arbitrary. In line with our collective agreement, employees cannot be obliged to work overtime but when they refuse, this is reflected in the evaluation. 

Paolo Tagliani (Switzerland): Since performance-based bonuses were introduced, we have not received cost-of-living increases. One of the basic objectives for a factory worker is to be on time, but for shift workers, this is no longer taken into account. What can be asked from a factory worker in terms of performance? There are objectives for the factories which we try our best to achieve, but there are behavioural aspects that Nestlé tries to impose on workers.

Claudia Thumm: We have introduced the new performance system, but not for factory workers. With respect to variable elements, these are collective and not individual. Increases in base salary reflect performance, the environment, inflation as well as the employee’s behaviour.

Brian Golding (UK): Bonuses related to health and safety can lead to wrong behaviours.

Antonin Tesarik (Czech Republic): As far as the employee share schemes are concerned, in the Czech Republic the status of the company was changed to that of a limited liability company and therefore employees can no longer benefit from such schemes. Would non-cash remuneration be based on individual or collective objectives? Also, Alfredo Silva mentioned at the last NECIC meeting that employees should be paid for hours worked outside their working hours. What about the time spent on shift hand over?

A. Silva: As mentioned in the minutes the point was related to NCE trainings. Regarding overtime – whether related to training or hand over - we comply with the local legislation.

Carmel Montllor (Spain): The Nestlé Corporate Business Principles state the right to collective bargaining. If we become more focused on individual solutions then we contradict ourselves. What we preach in theory is not reflected in the reality. The Company requests unreasonable efforts on the part of the employees. When moving to the individual solution we take the lowest common denominator and move away from the Collective Labour Agreements, while at the same time we increase internal competition.

L. Freixe sees no contradictions: There are collective agreements and individual solutions and there are collective and individual contributions to performance and we should act on both factors. Discussions should take place in the markets. Principles are centrally driven but implementation is local.

· Conclusions

L. Freixe wants to congratulate and reiterate his thanks to the Nestlé teams in the markets for the very good momentum and dynamic leading to good results.

He then expresses his thanks for her dedication and congratulations over the last 20 years to Mrs. V. Loertscher. She has been the continuity and the point of reference. He also wishes her good luck in her new assignment.

K. Hoffmann thanks all participants for their active contribution, including the speakers. We should keep in mind that the Company is investing in brands – this is good - and we hope to see the results.
He also expresses his thanks to Mrs. V. Loertscher, particularly for the very good and close relationship.

Two final remarks :

· Fix the dates of the 2011 meetings with A. Silva
· Have an emergency evacuation plan for the ILO building

Mrs. V. Loertscher then expresses her thanks to all for the nice words and for the flowers. Since the first meeting of December 10, 1990, she has been working hard behind the scenes to make things happen. She has always been proud to be part of these meetings but is now fully committed to her new role. She especially thanks Mrs. Jacqueline Baroncini for the open and friendly relationship and, as a conclusion, wishes all success and good luck in their personal and professional lives.

