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In late 2012, Nestlé CEO Paul Bulcke faced serious problems in his company.  Total sales had 
fallen for three consecutive years. The impact was especially pronounced in chocolate and 
confectionary sales – one of Nestlé’s core businesses – with nearly a 27% drop in revenue since 
2008. Were the revenue problems solely a result of the impact from the recent widespread 
recession, which hit Nestlé’s primary markets (the U.S. and Western Europe) especially hard.  
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STRATEGIC DIRECTION 

Nestlé’s current strategic focus is on Creating Shared Value.3 This involves finding where 
society and the company's interests meet, and where value optimization for both can be 
maximized. In Nestlé's document about its corporate business principles, it describes its ten 
principles of business operations. It breaks these into five parts; Consumers, Human Rights, Our 
People, Suppliers and Customers, and the Environment. Nestlé has a variety of initiatives to 
create shared value for its stakeholders. One of the ways Nestlé is doing this is by creating 
smaller local factories and farms closer to its customers. This helps the communities in which it 
operates with jobs for workers, taxes to support local projects and generally increased economic 
activity.4 In the early 2000's in the coffee segment, Nestlé's relationships with suppliers and some 
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with the steam-in-bags.26 Another potential opportunity is the global growth of the prepared 
foods market.27 One way Nestlé has been taking advantage of this is by creating regionalized 
products. For instance, in India Nestlé is launching a culinary paste for catering professionals.28  
Additionally there is an opportunity in healthier products, that many large companies, including 
Nestlé, are taking advantage of by reformulating existing products.29 
 
PetCare 
 
Nestlé owns many of the world’s most popular pet care brands.  The pet care brands owned by 
Nestlé are: Alpo, Baker’s Complete, Beneful, Cat Chow, Chef Michael’s Canine Creations, Dog 
Chow, Fancy Feast, Felix, Friskies, Gourmet, Purina, Purina ONE, and Pro Plan. The company 
has factories that manufacture pet care in 19 countries.30  The pet care product line makes up 
over 11% of Nestlé’s total sales as a company.31 Some of Nestlé’s top competitors are Mars Inc., 
which owns Cesar, Greenies, Nutro, Pedigree, Royal Canin, Sheba, Whiskas, KiteKat, Chappi, 
and Catsan; Colgate-Palmolive Co., which owns Hill’s Science Diet, Hill’s Prescription Diet, 
and Hill’s Science Plan; Procter & Gamble, which owns Eukanuba and Iams; and Del Monte 
Foods Co.,
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Bulcke has worked for Nestlé for over 30 years in various positions, and he joined Nestlé as 
CEO in April 2008. He was instrumental in Nestlé’s opening of the Chocolate Centre of 
Excellence in 2009, which is a research and development facility dedicated to creating premium 
and luxury chocolate. Many in the industry feel that Bulcke’s dedication and focus on innovation 
has given Nestlé relevance in today’s troubled economy. He is committed to furthering Nestlé’s 
dedication to nutrition, health, and wellness in a worldwide economy that continues to create 
numerous challenges. This is evidenced by the installation of Nestlé’s largest ready-to-drink 
aseptic products factory in Anderson, Indiana. Bulcke states that the way to “weather the 
economic storm” is to become an “added-value, science-inspired nutrition, health, and wellness 
company” rather than a commodity food and beverage company.39  Under Bulcke’s leadership, 
Nestlé intends to continue expanding its premium brands, such as Nespresso premium coffee, 
and by capturing a firm grip on the world’s luxury chocolate market.40  “We are totally 
convinced that our company can only be successful as a company – and that is creating 
shareholder value successfully over time – when we also connect very meaningfully and 
positively with society at large,” Bulcke said.41  While Bulcke’s dedication to Nestlé’s focus on 
innovation has proven to be a great asset to Nestlé, both Bulcke and Brabeck-Letmathe have 
spent their entire careers in Nestlé SA; therefore, their views may be somewhat more narrow 
than might otherwise be the case.  
 
Functional Resource Areas 
 
One of Nestlé’s strengths is innovation. This can be seen throughout various functional resource 
areas. In 2011, Nestlé created Nestlé Health Science and the Nestlé Institute of Health Sciences. 
These divisions have a budget of over $500 million. They were created to enter a market that lies 
between food and pharmaceuticals.42 The goal of Nestlé Health Science is "to develop science-
based personalized nutritional solutions in six disease areas."43 The goal of the Nestlé Institute of 
Health Sciences is to support Nestlé Health Science through research. Another example of 
innovation is an application of internal social networking that Nestlé is developing to create new 
ideas at a lower cost.44 
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profit improved from 14.8% to 16.8% from 2010 to 2011 (see Exhibits 3 and 4 for financial 
statements).  
  

EXTERNAL ENVIRONMENT 
 

Nestlé’s external environment is the world. The company has 461 factories in 83 countries and 
328,000 employees in over 150 countries. Nestlé has to be aware of the legal, regulatory, and 
cultural differences in each country in which it operates. In addition to this, since it makes food, 
it also has to comply with any unique food handling requirements. Nestlé divides the world into 
three general regions: Europe; Americas; and Asia, Oceania & Africa. Sales are fairly equally 
divided, with 31% in Europe; 45% in Americas; and 24% in Asia, Oceania & Africa. Growth in 
emerging markets was 13.3% and 4.3% in developed markets. Operations in developing markets 
are subject to risk. For instance, in Côte d’Ivoire there was civil unrest that required Nestlé to 
temporarily halt operations for two months. During this time frame Nestlé kept all 1,000 
employees on full salary. One global trend that Nestlé is monitoring is the global increase in 
obesity levels.47 This increase may cause consumers, governments and other organizations to be 
cautious of sugary snacks and other unhealthy foods. Although the economic downturn has had 
an impact on the confectionary market, the more significant impact has come from the change in 
consumer tastes to healthier snacks.48 Even with these changes, brands are still very important.49 
 
Industry Competitors 
 
In response to the global economic downturn, Nestlé invested a lot of money in its brands, 
helping its candy, chocolate, and confectionary line of business show significant signs of 
rebound.50 Unfortunately, major competitors have also focused on brand development. 
 
The Hershey Company 
 
The Hershey Chocolate Company is one of Nestlé’s biggest competitors in the U.S. market.  
Hershey was created in 1857 in Pennsylvania.  As the company grew, in 1903, it turned Derry 
Church and Cuba, PA into Hershey, PA, a town for all the Hershey employees. Some of the 
Hershey Chocolate Company’s most su
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Entry Barriers 
 
There are a few well-
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EXHIBIT 1: SALES BY LINE OF BUSINESS 

 

 

Sales By Line of Business



! KK!

EXHIBIT 2: KEY EXECUTIVES 

Chairman of the Board of Directors and Former CEO: Peter Brabeck-Letmathe 
Peter Brabeck-Letmathe has been with Nestlé since 1968 when he joined as a salesman. Prior to 
serving as Chairman of the Board, Brabeck-Letmathe has served as: National Sales Manager – 
Chile; CEO – Nestlé Ecuador; Chairman and CEO – Nestlé Venezuela; Senior Vice President – 
Culinary Products Division; Executive Vice President of Nestlé SA; Chief Executive Officer and 
Chairman of the Board of Directors of Nestlé SA. 

 
Chief Executive Officer: Paul Bulcke 

Paul Bulcke was appointed Chief Executive Officer of Nestlé SA in April 2008. Bulcke has been 
an employee of Nestlé for over 30 years, starting as a financial analyst in 1977. Over the last 30 
years, Bulcke has served as Market Head of Portugal, Czech and Slovak Republic, and Germany 
and Executive Vice President for Zone Americas. 

 
Executive Vice President, Chief Technology Officer, Head of Innovation, Technology, 
Research and Development: Werner J. Bauer 

Werner J. Bauer was appointed Executive Vice President, Chief Technology Officer, Head of 
Innovation, Technology, Research and Development in 2007. Bauer joined Nestlé in 1990 as 
Head of the Nestlé Research Center, Lausanne. Since joining Nestlé, Bauer has served as Head of 
Nestlé bac mwN é69hN
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Executive Vice President Zone Director for Europe: Laurent Freixe 
Laurent Freixe joined Nestlé in 1986 in sales and marketing. Since joining Nestlé, Freixe has 
served as Head of Nutrition Division, Nestlé France, Market Head of Nestlé Hungary, and Market 
Head of the Iberian region responsibility for Spain and Portugal.  

 
Executive Vice President, Zone Director for United States of America, Canada, Latin 
America, Caribbean: Chris Johnson 

Chris Johnson was appointed Executive Vice President in January 2011.  Johnson joined 
Carnation Company in 1983 and joined Nestlé through acquisition. He served the majority of his 
career in Carnation and Friskies companies and was then named Business Unit Manager 
Refreshment Beverages Business Unit, Nestlé Japan, followed by Senior Area Manager, Asia 
Region, Nestlé Waters, Market Head, Nestlé Taiwan, Deputy Executive Vice President, and 
Market Head, Nestlé Japan. 
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EXHIBIT 3: BALANCE SHEET (in millions of CHF) 

 ! ! !
! KLGMKGKK! KLGMKGKT! KLGMKGTS!
Assets ! ! !
 ! ! !
Current Assets ! ! !
B6-4!6'8!=6-4!&U0$,6>&'%-! N.SMR!! R.TOQ!! L.QMN!!
+42#%H%&#A!$',&-%A&'%-! M.TOT!! R.KRS!! L.ORO!!
V',&'%2#$&-! S.LOO!! Q.SLO!! Q.QMN!!
*==20'%-!#&=&$,6(>&! KM.MNT!! KL.TRM!! KL.MTS!!
W#&C6$8!$%&A-! STT!! QNR!! ORS!!
/&#$,6%$,&!6--&%-! QMK!! K.TKK!! K.PQK!!
B0##&'%!$'=2A&!%6X!6--&%-! K.TSN!! SOP!! K.TNO!!
*--&%-!4&>8!92#!-6>&! KP!! LR!! KK.LTM!!
Total current: 33,324  38,997  39,870  
! ! ! !
Non-current Assets ! ! !
W#2C&#%).!C>6'%.!6'8!&U0$CA&'%! LM.SQK!! LK.NMR!! LK.OSS!!
Y228I$>>! LS.TTR!! LQ.TMK!! LQ.OTL!!
V'%6'D$(>&-! S.MOP!! Q.QLR!! P.POR!!
V',&-%A&'%-!$'!6--2=$6%&8!=2AC6'$&-! R.PLS!! Q.SKN!! R.PSM!!
1$'6'=$6>!6--&%-! Q.KPK!! P.MPP!! M.SNS!!
ZAC>2)&&!(&'&9$%!6--&%-! KLQ!! KPP!! LMT!!
B0##&'%!$'=2A&!%6X!6--&%-! MS!! ST!! LKM!!
/&9&##&8!%6X!6--&%-! L.NQP!! K.SKK!! L.LTL!!
Total non-current: 80,767  72,644  71,046  
       
Total Assets: 114,091  111,641  110,916  
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Liabilities and Equity ! ! !
! ! ! !
Current Liabilities ! ! !
+42#%H%&#A!8&(%! KP.KTT!! KL.PKQ!! KN.NMR!!
*==20'%-!C6)6(>&! KM.ORN!! KL.OSL!! KM.TMM!!
*==#06>-!6'8!8&9&##&8!$'=2A&! L.STS!! L.QSR!! L.QQS!!
W#2,$-$2'-! OQP!! PTK!! PNM!!
/&#$,6%$,&!>$6($>$%$&-! PNP!! NOP!
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EXHIBIT 4: INCOME STATEMENT (in millions of CHF) 

 ! ! !
! KLGMKGKK! KLGMKGKT! KLGMKGTS!

+6>&-!
!!!!!!!!!!!!!!!!!!!!!!!
RM.PNL!!

!!!!!!!!!!!!!!!!!!!!!!!
SM.TKO!!

!!!!!!!!!!!!!!!!!!!!!
KTQ.PKR!!

B2-%!29!Y228-!+2>8!
!!!!!!!!!!!!!!!!!!!!!
_NN.KLQ`!

!!!!!!!!!!!!!!!!!!!!!
_NO.RNS`!

!!!!!!!!!!!!!!!!!!!!!
_NO.LTR`!

Gross Profit  
                       
39,515  

                       
47,166  

                       
62,410  

/$-%#$(0%$2'!ZXC!
!!!!!!!!!!!!!!!!!!!!!!!
_Q.PTL`!

!!!!!!!!!!!!!!!!!!!!!!!
_R.TQR`!

!!!!!!!!!!!!!!!!!!!!!!!
_R.NLT`!

a6#J&%$'D!6'8!*8A$'!
!!!!!!!!!!!!!!!!!!!!!
_KQ.MSO`!

!!!!!!!!!!!!!!!!!!!!!
_LK.KLL`!

!!!!!!!!!!!!!!!!!!!!!
_MP.LQT`!

<b/!
!!!!!!!!!!!!!!!!!!!!!!!
_K.NLM`!

!!!!!!!!!!!!!!!!!!!!!!!
_K.RRK`!

!!!!!!!!!!!!!!!!!!!!!!!
_L.TLK`!

]%4&#!$'=2A&!
!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
KQS!!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
LQQ!!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
OTS!!

]%4&#!&XC&'-&!
!!!!!!!!!!!!!!!!!!!!!!!!!!!
_QMP`!

!!!!!!!!!!!!!!!!!!!!!!!
_K.OMT`!

!!!!!!!!!!!!!!!!!!!!!!!
_K.LMR`!

Earnings before interest and taxes 
                       
12,538  

                       
14,832  

                       
14,970  

V'%&#&-%!ZXC&'-&!
!!!!!!!!!!!!!!!!!!!!!!!!!!!
_NLK`!

!!!!!!!!!!!!!!!!!!!!!!!!!!!
_QOM`!

!!!!!!!!!!!!!!!!!!!!!!!!!!!
_PKO`!

^6X&-!
!!!!!!!!!!!!!!!!!!!!!!!
_M.KKL`!

!!!!!!!!!!!!!!!!!!!!!!!
_M.PSM`!

!!!!!!!!!!!!!!!!!!!!!!!
_M.MPL`!

Net Income 
                         
9,005  

                       
10,386  

                       
11,793  

! ! ! !
! ! ! !
! ! ! !
! ! ! !
! ! ! !
Note: 2010 excludes one-time gains from divestitures ! !
! ! ! !
Sources: Consolidated Financial Statements of the Nestlé Group 2011, 2010, and 2009 
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