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What we’ll talk about today...
1. Who we are and what we do
. FMCG Sustainability Barometer

. Bridging the gap
. Case studies — results from getting started
. Don't just sit there! Do something
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Who we are and what we do...
Research Strategy

* FMCG Sustainability * FMCG specific

Barometer Sustainability strategy
. . and marketing for

Global best practice competitive advantage
« Trends -

Education Implementation

* Activate in trade /
supply chain, in market,
in store

* Industry-wide
« Company specific
* Members

Bringing FMCG and Sustainability together through
thought leadership, research, education, strategy and on-the-ground help.

A joint initiative of ety and Ec@STEPS

Standout Stratagine: Sheppar & Stere
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Three ‘levels’ of sustainability....
K«e help retailers and suppliers apply it

Strategic Sustainability issues impact the core business
tainabilit strategy. Social & ecological issues are integrated
: / sustainability with the economic
Process Sustainability is improved by changing key cross-
sustainability functional processes & areas e.g. procurement,
strategic partnerships, innovation, M&A, etc

Never-ending continuous improvement & waste
Tactical elimination to improve sustainability performance
sustainability — economic, social & environmental. Typically
comprises many local initiatives.
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Australla’s premier trade publisher

Retail World FMCG Sustainability Barometer 2008

Objective
To provide a barometer to determine where the collective
Australian FMCG & Retail industry is at in relation to
environmental, social and economic sustainability

Conducted 11th September — 15t October, 2008.

Via Retail World, ASMI, AACS and to members of the FMCG Sustainability
Institute’s database.

A total of n = 271 members participated in the survey.

™ < good mix of business sizes (>50% have less than100 people, 14% have over 1000 people)
s * INndustries with an A/NZ focus

« an even spread of turnover (approx 33% were >$100m, 33% were <$10m)

» good mix of respondent positions (approx 20% were CEO/MD, 20% were GM)
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Summary of results & implications

1. Slow participation rate
2. No stronq links to the commercial model

3. Lack of education and internal measurements

5. Help needed
4. Drivers required




The Future’s So
Conference
P@PAI

THE GLOBAL ASSOCIATION FOR MARKETING AT RETAL SUSTAINABILITY

AUSTRALIA & NEW ZEALAND ~ INSTITUTE

Summary of results & implications

1. Slow participation rate

Whilst sustainability is still something of a ‘spectator sport’, companies are increasingly seeing the importance of
and moving towards implementing a sustainability strategy. However, greater pull-thru factors are required to turn
it into a participatory sport.

2. No strong links to the commercial model

Sustainability currently perceived in ‘soft’ terms (community, environment) rather than hard measures (profit/ cost).
Clear proof of increased economic performance (at no increased cost) is the key motivating factor to implementing
a sustainability strategy.

3. Lack of education and internal measurements

While there is now more awareness of strategic sustainability; goal setting, monitoring, reporting and training
around sustainability practises are not yet a priority. Simple tools are required to help companies get started and
manage sustainability strategy development and implementation.

4. Drivers required

Voluntary and shared responsibility is not enough to get traction. Some customer/ legislative ‘sticks’ are required
as well as organisational ‘carrots’ and appropriate structure, resources, support and training.

5. Help needed

For those with a sustainability strategy, assistance is required with funding and KPI setting. For those without a
strategy the key need is education around scope and target setting.
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Slov%partibipation rate

Half report that their companies have a sustainability strategy — and it’s relatively new...

S

Don’t know Less than 12 months
11%

—

- - More than 12 months but
less than 2 years

More than 2 years but
less than 5 years

More than 5 years

Don’t know 8
I 1
0% 5C%
Q. “Does your company have a sustainability strategy?” Q. “How long has your company had a sustainability strategy in place?”

Base: Total sample, n=271 Base: n=130
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..with 1 in 3 of those cuﬁenﬂy without a sustainability
strategy intending to develop one in the future

Don’t know
11%
No
41%
Yes
48%

Q. “Does your company have any plans to develop a
sustainability strategy in the future?”

Q. “Does your company have a sustainability strategy?”
Base: n=110
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>80% recognise that |mportdnce of sustainability is going to
increase over the next 2-3 years...

=

e
-
Slightly increase 37
-
No change
| 0%
0
Slightly decrease
0

Significantly decrease |

6
Don’t know -
0%

Q. “Is the importance of sustainability for your company likely to increase, decrease, or stay the same over the next 2-3 years?”

50%

Base: n=271
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Lack of education and internal measurements

B sustainability

Only 20% report on sustainability....and <30% have it built into remuneration

Q. “Are sustainability targets specified in company business plan?” Q. “Does your company tie any staff bonus paymg)r,],t to
Base: n=271 the achievement of those sustainability targets” Base: n=110
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Only q)qf arter of 'those surveyed have
received training on sustainability issues

Don’t know 1%
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Yes
26%

Q. “Has your company provided you with any training on sustainability issues?”
Base: n=271
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Top 3 Box Bottom 3 Box

-

OH&S 74

Regulatory issues 74 15
Corporate image 70 17 1
o [ I:
Sustainability 59 1 j

Q. “On a scale of 0 to 10, where 0 is not important at all and 10 is a great deal of importance, how much importance does your company place on the following
aspects of your companies operations?” Base: n=271
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o A smal ority of companies
have audited their sustainability credentials
Yes No Don’t Know
Energy, water waste audit > 6
Product life cycle assessments > 8
Building ratings audits 10
Ecological foot print analysis 7
GHG emissions analysis 11
Application for sustainability award (e.g Banksia Award) 7
Sustainability reputation audit 9
Social audits
9

Q. “Which of the following has your company completed?”

Base: n=98
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_ rQaie further benchmarking
& monitoring of sustainability

Top 2 Box Bottom 2 Box Don’t know

Establish meaningful benchmarks/KPI’s 17 9
Creating/finding reliable internal data 14 9
relating to sustainability reporting
Developing tools to monitor 16 11
sustainability performance
Meeting reporting needs of variety 30 13

of stakeholders

B Not a challenge E Slight challenge [ Big challenge [ Major challenge

Q. “How much of a challenge are the following when it comes to reporting on sustainability issues?” Base: n=98



Slide 16

CYA1 I am not sure that ,not being a challenge' means that it is a desire. We need to be careful of puttling too much of our angle on data.

All this says is benchmarking and monitoring is not seen as much of a challenge by about half
Carole Young - EcoSTEPS, 20/02/2009
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No strong links to the Commermal Model

Top 2 Box Bottom 2 Box
Companies should play a role in improving the communities in 3
which they operate
Too many organisations use sustainability merely as a PR tool 8
Companies should except more responsibility to mitigate climate 9
change
Uncertainty over government policy making it difficult to plan 11
strategies for corporate sustainability
Companies that cannot demonstrate sustainable practices will 15
become increasingly uncompetitive
Aus/NZ based companies will come under threat from overseas 17
companies with less onerous socio-environ regulations
Consumers will be more forgiving of a mistake if a good corporate 21
record already established
Investors/shareholders will increasingly reward companies with above av. 16
sustainability performance
. . o . o 46 13
Companies are playing a role in improving communities 14
Benefits of investing in sustainability out weigh costs > 45 1 13

Q. “To what extent do you agree or disagree with the following statements?”

Base: n=271
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> 48%
Increase profitability slightly _
No impact on profitability
Reduce profitability slightly >-
Reduce profitability substantially
50%

Q. “How do you expect the adoption of sustainability practices to impact your company’s profitability over the next 5 years?”

Base:

n=82
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7 .so what is susta h 5 |I|ty expected to affect then?

Attract & retain customers
Advantage over competitors through increased

brand appeal

Attract new consumers & shoppers & grow existing base 22

Innovate/develop new appealing products & services 28
Better quality products & processes 99

Identify & manage reputational risks 21
Improved relations with regulators/legislators 18
Attract better quality employees 17
| Increased proﬂtabi% 14

Improved shareholder value/greater attractiveness to investors 15

Reduced exposure to targeted taxes/regulatory load 14
Networking with NGO’s govt. international org. will create links 1

[ Reduced cos@ 1

Listed on ethical/low carbon indices k4
Other 3

No benefit beyond compliance with regulation 21

0% 50%

Q. “What are the biggest benefits companies are likely to derive form adopting sustainable practices? (up to 5 items) Base: n=271
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: org current focus is on other, softer measures

Top 2 Box Bottom 2 Box
Enhancing brand reputation 70 H 12
Reducing adverse environment impacts 68 H 6
Managing risks associated with sustainability issues 65 8
. . o . 53 14
Enhancing community/social impacts/reputation
. . - 56 16
Compliance with regulatory/legal obligations
Attracting/retaining customers concerned about environ/social issues 52 18
Innovating new products/service 49 &l 24
Differentiating products 41 2 24
Attracting/engaging/retaining good people 40 17 |8 25
Generating value for shareholders/investors 37 B 11 23
Increasing revenues )34 24 | 8| 32
i o5 | s | 4
Reducing costs 25

Q. “To what extent do you feel your company’s sustainability strategy contributes to achieving the following goals?” Base: n=130
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y Challeng_

The key challenges for those
WITH strategies are:

«Concern about cost
*Funding the sustainability effort

*Developing targets, measures &
controls

Investor/shareholder pressure
preventing long term thinking

Creating alignment across the
organization

The key challenges for those
WITHOUT strategies are:

*Getting it on the SMT radar sceen

*Risks/beliefs it will raise costs

Understanding what sustainable
development means to the
organization

*Developing targets, measures and
controls

Investor/shareholder pressure
preventing long term thinking
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Public expectations are rising
* Govt intervention will increase
« Customer intervention will ipé
« You are not alone
 Market forces are and permanently
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So we need a tool that...

1.Talks a common language
2.Exposes and inspires
3.Considers all impacts and quickly

demonstrates priorities, ‘where to go after’

4 Delivers actionable business cases, with
results!
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CSIRO-and Sy dneg Uni model
Infegrafed Sustainability Analysis

«|Jses:

—internationally accepted Input-Output analysis (Wassily
Leontief)

—344 economic sectors used by ABS
—Uses P&L data, by business, factory, service, brand or product

Delivers:
—Hybrid LCA - top down and bottom up
—‘what If' analysis
—drives the business case
—Translates!
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Carbon footprint of 375ml Hipp Flask bottled water
Things are not always as they seem- SO WHAT!

Carbon Footprint
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Carbon Footprint after Reduction Activities
(Total footprint reduced by 6%)

% Total Footprint
= = N N
(6] o o1 o o1
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Sof- ater......wcﬂer‘?

What and when do we pay for water?

% Impact

Water Footprint

Fructose Citric Acid  PET Bottles Water Carboard Electricity Water in
services Packaging supply product
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SureFresh™ Photo SureFresh™ ChillFresh™

- RPC Alternative * Differentiation « EPS Alternative

« Recyclable * Recyclable  Insulation

. Transport Efficiency * Transport Efficiency «  Recyclable
 Storage Efficiency * Storage Efficiency  Transport Efficiency
- No Return Transport *  NoReturn Transport

«  No Washing * No Washing
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What are you sﬂhng on!

*What about your Packaging? o
_New Packaging Council Ggiet®

*What about your Point 24 > e
—the display bins

. \\
Food Labellinzgl 80&
: ,__gx\

'ow what to do? Or is it someone else’s
opportunity and innovation!
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om here...

Lo

.‘ 2 Sustainability 3 Sustainability 4 Sustainability 5 Sustainability

1 Not interested being talked actions are impacting integrated into the
about, butnot ~ underway, but not  core business business

much action core to the business
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Sales /
Category Cust
Account

Channel
&
POP
Plans

Operation
al
MERES

HR /
Capabilit

y
Clear KPIs Plans Clear roadmaps

Clear pictures of success Clear accountabilities
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Australian FMCG

Margaret: 0418246234
Peter: 0412574793
www.fmcg-sustain.com.au



